
WCT ENGINEERING BERHAD (“WCT” OR “THE COMPANY”) (66538-K)

QUARTERLY UNAUDITED RESULTS OF THE GROUP FOR THE 4th QUARTER ENDED 31 DECEMBER 2003

A
EXPLANATORY NOTES IN COMPLIANCE WITH MALAYSIAN ACCOUNTING STANDARDS BOARD ("MASB") 26 INTERIM FINANCIAL REPORTING

A1
Annual Report


The condensed financial statements are to be read in conjunction with the most recent annual financial statements for the period ended 31 December 2002.

A2
Accounting Policies


The interim financial statements have been prepared in compliance with MASB 26 and Chapter 9 part K of the Listing Requirements of Malaysia Securities Exchange Berhad (“MSEB”) (formerly known as Kuala Lumpur Stock Exchange (“KLSE”)).  The accounting policies and methods of computation adopted by the Group in this interim financial statements are consistent with those adopted in the annual financial statements for the period ended 31 December 2002 except for the adoption of MASB 25 – “Income Taxes”.  Deferred tax assets is recognized to the extent that it is probable that future taxable profit will be available against which the unused tax losses and unused tax credit can be utilized.  

A3
Audit Qualification


There was no audit qualification in the auditors’ report of the Company’s previous financial statements for the financial period ended 31 December 2002.

A4
Seasonal Or Cyclical Factors


The business operations of the Group are not materially affected by any seasonal or cyclical factors.

A5
Items Of Unusual Nature 


There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group that are unusual due to their nature, size or incidence for the current quarter.

A6
Changes In Estimate


There were no changes in the estimates of amounts reported in prior interim periods of the current financial period or changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.  

A7
Changes In Share Capital 


Save as disclose below, there were no issuance and repayment of debts and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period under review.

a) Issuance of 2,951,000 and 6,649,000 placement share of RM1 each pursuant to private placement at an issue price of RM4.20 and RM4.33 respectively.

b) Issuance of 6,460,400 new ordinary shares of RM1 each, pursuant to the conversion of warrants 2000/2005 at the exercise price of RM2.25.

c) Issuance of 164,000 new ordinary shares of RM1 each, pursuant to the exercise of the Employees’ Share Option Scheme at the exercise price of RM4.62.

A8
Dividends 


The Company paid a final dividend of 7% less income tax of 28% amounting to RM5,322,625 in respect of the financial period ended 31 December 2002.


The Company paid an interim dividend of 7.5% less income tax of 28% amounting to RM6,039,252 in respect of the financial year ending 31 December 2003.
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A10
Carrying Amount Of Revalued Assets


With the exception of freehold land and buildings, which is stated at valuation based on the valuation report dated 13 February 2004, the valuations of property, plant and equipment have been brought forward without amendment from the audited financial statements for the financial period ended 31 December 2002.  


Investment properties are stated at valuation based on the valuation report dated 13 February 2004. The value of investment properties has been written down by RM3,693,947 from RM56,206,947 to RM52,513,000. 




A11
Subsequent Material Events


There were no material events subsequent to the reporting period up to 24 February 2004 being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report, that have not been reflected in the financial statements for the quarter under review.

A12
Effect Of Changes In The Composition Of The Group


Save as disclosed below, there are no changes in the composition of the Group for the period under review:-

(a) On 2 April 2003, Khalid Abdulrahim Group WCT W.L.L, a private limited company was incorporated in the Kingdom of Bahrain (the “Joint Venture”). The joint venture has an issued and paid-up share capital of Bahrain Dinar (“BD”) 100,000 divided into 1,000 ordinary shares of BD100 each. WCT has 50% of the rights and liabilities in the Joint Venture.

(b) On 12 June 2003 WCT acquired and subscribed 30,000 ordinary shares of  RM1.00 each at par for cash, representing 60% equity interest in Intraxis Engineering Sdn Bhd ("IESB") via WCT Construction Sdn Bhd, a wholly owned subsidiary of WCT. The purchase consideration was satisfied wholly in cash and no liabilities were assumed by the Company arising from this transaction.

IESB was incorporated in Malaysia on 14 April 2003. IESB has an authorised share capital of RM100,000 divided into 100,000 ordinary shares RM1.00 each. The issued and paid up share capital of IESB is RM50,000 divided into 50,000 ordinary shares of RM1.00 each of which 30,000 ordinary shares of RM1.00 each are held by WCT Construction Sdn Bhd and the balance 20,000 ordinary shares of RM 1.00 each are held by MTD Construction Sdn Bhd, a wholly owned subsidiary of MTD Equity Sdn Bhd, which in turn is a wholly owned subsidiary of MTD Capital Bhd (“MTD”).

A12
Effect Of Changes In The Composition Of The Group (Contd.)


IESB will assume in entirety the rights and obligations of WCT-MTD JV, an unincorporated joint venture between WCT Construction Sdn Bhd and MTD Construction Sdn Bhd, in relation to the sub-contracts for Bakun Hydroelectric Project Package CW-2 Main Civil Works (Package 1A) and Bakun Hydroelectric Project Package CW-2 Main Civil Works (Package 1B) as detailed in our announcements of 10 April 2003 and 27 May 2003 respectively. Accordingly, all contractual agreements entered into by WCT-MTD JV shall be novated to IESB and thereafter WCT-MTD JV shall cease its operation.

A13
Contingent Liabilities


Contingent liabilities of the Group as at 24 February 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) comprises of Bank Guarantees and Corporate Guarantees totalling RM299.210 million and RM33.023 million respectively provided by the Group to various parties in the normal course of business. The changes in contingent liabilities since 22 February 2003 are as follow: -


Bank Guarantee
Corporate Guarantee


(RM’000)
(RM’000)





Balance as at 22 February 2003
274,986
43,928

Extended during the period
35,961
-

Discharged during the period
(11,737)
(10,905)

Balance as at 24 February 2004
299,210
33,023





B
EXPLANATORY NOTES IN COMPLIANCE WITH LISTING REQUIREMENTS OF THE MSEB

B1
Review Of The Performance Of The Group


For the period under review, the Group recorded a revenue of RM910.110 million and profit before taxation of RM104.589 million representing an increase of 29% and 27% respectively from the corresponding period with construction division contributing to 80% of the Group’s turnover and property development division contributing to the remaining 20% of the Group’s turnover. The higher contribution recorded by the property development division is due to the higher percentage of billings for the respective launched phases. The construction and property development division contribution (including share of results in associates and jointly controlled entity) to the Group’s profit before taxation is 47% and 53% respectively.    


B2
Material Changes In The Quarterly Reports Compared To The Results Of The Immediate Preceding Quarter



[image: image2.wmf]Current

Preceding

4th Quarter

3rd Quarter

2003

2003

RM'000

RM'000

RM'000

%

Revenue

193,192

       

 

248,822

       

 

(55,630)

   

 

-22%

Profit before taxation

20,833

        

 

32,851

         

 

(12,018)

    

 

-37%

Increase/(Decrease)



Both the revenue and profit before taxation of the group declined by 22% and 37% respectively from the previous quarter due to the decrease in construction activities in this quarter. The decrease in the profit before taxation is relatively higher due to upward revision of budgeted cost of certain projects.

B3
Prospect For The Forthcoming Financial Year
  

Based on the existing balance of order book and secured sales for the construction and property division and barring any unforeseen circumstances, the Group remains confident of performing satisfactorily in the forthcoming financial year, as the Group will continue to focus on its core activities to further enhance and strengthen the synergy that already exists among its companies.

B4
Variance Of Actual Profit From Forecast Profit


Not applicable to the Group.

B5
Taxation
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The effective tax rate of cumulative quarter ended 31 December 2003 is higher than the statutory tax rate mainly due to certain expenses not deductible for tax purposes.


The effective tax rate of current quarter ended 31 December 2003 is higher than the statutory tax rate mainly due to certain expenses not deductible for tax purposes.

B6
Profit On Sales Of Unquoted Investments And/Or Properties
  

There were no profits on sale of investment and/or properties recorded for the current quarter under review. Profit from the sales of properties recorded for the financial year-to-date was RM374,275.

B7
Quoted Securities


(a) 
The Group did not transact any quoted securities for the current financial quarter under review.


(b) 
As at 31 December 2003, the Group did not hold any quoted securities.

B8
Status Of Corporate Proposals


Save as disclosed below, the Group has not announced any corporate proposal which has not been completed as at 24 February 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).


(A)
On 13 December 2002, AmMerchant Bank, on behalf of the Board of Directors of WCT had announced that WCT had entered into a Principal Agreement with the Bescorp Industries Berhad (Special Administrators appointed) (“Bescorp”) for the implementation of a proposal which includes inter-alia, the utilisation of WCT Land Berhad (“WCTL”) (formerly known as WCT Realty Sdn. Bhd.) for the acquisition of the entire issued and paid-up share capital of Bescorp (“the Proposal”) and the Transfer of Listing Status in accordance with the terms of the Principal Agreement.  

Subsequently, on 27 December 2002, AmMerchant Bank on behalf of the Board of Directors of WCT announced that WCT had on 27 December 2002 entered into a Supplemental Agreement with Bescorp to amend, modify and/or vary the Principal Agreement (“Supplemental Agreement”).

Pursuant to the Principal Agreement, Supplemental Agreement and an internal restructuring exercise of WCTL, WCT shall undertake proposals to enable the eventual listing of WCTL on the Main Board of the MSEB via the transfer of the listing status of Bescorp to WCTL, subject to the relevant Approvals of:-

i) Pengurusan Danaharta Nasional Berhad which was obtained on 4 April 2003;

ii) the SC which was obtained on 9 May 2003 and 19 May 2003;

iii)       the MSEB;

iv) the FIC which was obtained on 29 January 2003;

v) the Ministry of International Trade and Industry (“MITI”), if required;

vi) the Secured Creditors of Bescorp in accordance with Section 46 of the Companies Act, 1965, if required; and

vii) any other relevant authorities.

B8
Status Of Corporate Proposals (Contd.)

On 15 August 2003, AmMerchant Bank on behalf of the Board of Directors of WCT announced that WCTL has entered into a second supplementary agreement with Bescorp to inter-alia, replace the up to RM132,000,000 Irredeemable Convertible Cumulative Preference Shares (“WCTL ICCPS”) to be issued pursuant to the Proposed Conversion with up to RM132,000,000 nominal value of 5-year 3% convertible redeemable debt securities ("WCTL CRDS") comprising of up to RM120,000,000 nominal value of 5-year 3% convertible redeemable debt securities A ("WCTL CRDS A") and RM12,000,000 nominal value of 5-year 3% convertible redeemable debt securities B ("WCTL CRDS B") to be issued by WCTL ("Proposed Revised Conversion"). The up to RM120,000,000 WCTL CRDS A are proposed to be listed on the MSEB whilst the RM12,000,000 WCTL CRDS B will not be listed on the MSEB.  The WCTL CRDS have been accorded with an indicative rating of A (A flat) by the Malaysian Rating Corporation Berhad.

In order for WCTL to meet the minimum public shareholding spread requirement for the listing of WCTL shares and WCTL CRDS A in accordance with the Listing Requirements of the MSEB upon completion of the Proposed Revised Conversion, the Company is proposing the following:

i) Offer for sales up to 82,000,000 Shares in WCTL to shareholders of WCT (save for WCT Capital Sdn. Bhd. (“WCT Capital”) and person connected to WCT Capital.), eligible employees of WCT Group, Bumiputera shareholders to be nominated by the MITI, identified investor by way of private placement and the Malaysian public (“Proposed Offer for Sale”); and

ii) Distribute up to RM2,000,000 WCTL CRDS A to approximately 600 employees (including Executive Directors) of the Group as part of the employees’ (including Executive Director) annual bonus which will be determined at a later date. (“Proposed Distribution”).

B8
Status Of Corporate Proposals (Contd.)

The Proposed Revised Conversion and the Proposed Offer for Sale are hereinafter referred to as the “Proposed Variations”. The Proposed Variations is subject to the relevant approval of:

i) the SC;



ii)
the FIC;

iii) the MSEB;

iv) Pengurusan Danaharta Nasional Berhad for the modification to the workout proposal in respect of the Proposed Revised Conversion, if require;


v)
the MITI for inter-alia, the nomination of Bumiputera investors pursuant to the Proposed Offer for Sale which was obtained on 28 October 2003;

vi)
the approval of the shareholders of WCT at an extraordinary general meeting to be convened for the Revised Proposed Corporate Exercise, where relevant;

vii)
any other relevant authorities and/ or parties, if required.

(B) 
On 2 July 2003, Commerce International Merchant Bankers Berhad ("CIMB") on behalf on the Board of Directors of WCT announced that WCTL, a wholly owned subsidiary of WCT has on 2 July 2003 entered into a conditional share sale agreement ("SSA") with MTD Realty Sdn Bhd ("MTDR" or the "Vendor"), a wholly-owned subsidiary of MTD for the acquisition of 2,500,000 ordinary shares of RM1.00 each in Labur Bina Sdn. Bhd. (“LBSB”), representing the balance 50% equity interest in LBSB, not already owned by WCTL, for a total cash consideration of RM48,900,000 (“Proposed Acquisition”). In conjunction with the Proposed Acquisition, WCT has on even date entered into a guarantee and indemnity agreement with MTDR to guarantee the obligations and liabilities of WCTL pursuant to the SSA.

WCTL currently holds 50% equity interest in LBSB comprising 2,500,000 ordinary shares of RM1.00 each in LBSB. Upon completion of the Proposed Acquisition, LBSB will become a wholly-owned subsidiary of WCTL.

B8
Status Of Corporate Proposals (Contd.)
Pursuant to the terms and conditions of the SSA, WCTL must apply for to the following for their respective approval;

i) the SC;

ii) the FIC which was obtained on 25 September 2003;

iii) the shareholder of WCT at the forthcoming extraordinary general meeting;

iv) the shareholder of MTD at a general meeting to be convened, if required; and

v) any other relevant authorities or parties, if required.

On 2 December 2003, Commerce International Merchant Bankers Berhad ("CIMB"), on behalf on the Board of Directors of WCT announced that WCTL and MTDR have mutually agreed in writing to the following:

(i) to extend the date ("Cut-Off Date") to comply with all the conditions precedent for the completion of the Proposed Acquisition ("Conditions Precedent") under the share sale agreement pursuant to the Proposed Acquisition ("SSA") from 1 December 2003 to 1 March 2004 (“Completion date”);

(ii) to cause LBSB to redeem MTDR's and WCTL's redeemable preference shares of RM1.00 each in LBSB on or before 18 December 2003;

(iii) that in addition to all sums payable to MTDR under the SSA, WCTL is to pay MTDR on or before the Completion Date an additional interest at the rate of 6% per annum calculated on the sum of RM43,550,000 commencing on 1 December 2003 until the Completion Date;


(iv) that in the event that the Conditions Precedent are not fulfilled by the Cut-Off Date, MTDR is entitled to forfeit absolutely the sum of RM644,301 and any sum refundable to WCTL under the SSA shall be less the sum of RM644,301; 

B8
Status Of Corporate Proposals (Contd.)

(v) to amend clause 2.2(b) of the SSA to read as follows:

"On or before 1 March 2004, WCTL must procure     WCT to call for a general meeting of its shareholders for the Approval as set out in clause 2.1(c) of the SSA".

B9
Group Borrowings And Debt Securities
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B10
Off Balance Sheet Financial Instruments


There were no financial instruments with off balance sheet risk as at 24 February 2004 the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

B11
Material Litigation


Save as previously disclosed and disclosed below, WCT and its subsidiary companies are not engaged in any material litigation from 31 December 2002 (the last annual balance sheet date) to 24 February 2004, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report either as plaintiff or defendant, and the Board of WCT has no knowledge of any proceedings pending or threatened against the Company and its subsidiary companies or of any facts likely to give rise to any proceedings which might materially and adversely affect the position or business of WCT and its subsidiary companies during the said period.

a) Kuala Lumpur High Court Suit No. D5-22-2338-2000 

Duresbest Sdn. Bhd. Vs MTD Realty Sdn. Bhd. (1st Defendant) & WCT Realty Sdn. Bhd. (2nd Defendant) & Sunmate Properties Sdn. Bhd. (3rd Defendant) & Labur Bina  Sdn. Bhd. (4th Defendant)

On 15 July 2003, WCTL has been notified by its legal counsel that the Plantiff has filed with the Kuala Lumpur High Court a Notice of Discontinuance (“the Notice”). As stated in the Notice, the Plantiff shall discontinue to pursue its case against all the defendants with no liberty to file afresh any further legal proceedings and also without order as to costs. In view of this the matter is now concluded. 

B12 
Dividends

Year Ended

31 December 2003
Period ended

31 December 2002

RM
RM

5,322,635
4,800,280

             -


2,400,140

5,322,635
7,200,420













6,039,252
4,838,783

Final dividend paid






For the period ended 31 December 2002 : 7% less 28% tax ( 31 January 2002: 5% tax exempt; 2.5% special tax exempt dividend)

Interim dividend paid

For the financial year ended 31 December 

2003: 7.5% less 28% tax (2002:7% less 

28% tax)

Subject to shareholders’ approval at the forthcoming Annual General Meeting, a final dividend in respect of the financial year ended 31 December 2003 has been recommended as follows:

i) Amount per share 7.5 sen less 28% taxation;

ii) Previous corresponding period of 7 sen less 28% taxation;

iii) Estimated date payable is July 2004;

iv) In respect of deposited securities, entitlement to dividend to be determined on the basis of the record of depositors as at the book closure date.

Total dividend per share for the current financial year is 15 sen less 28% taxation.

B13
Earnings Per Share



3 months

ended 31.12.03

RM
12 months ended 31.12.03

RM 



(a)
Basic Earning Per Share




Profit after taxation and minority interest for current quarter
15,745,287
75,544,737


Weighted average number of shares in issue
110,315,825
104,172,289


Basic earning per share (sen)
14.27
72.52






(b)
Fully Diluted Earning Per Share




Profit after taxation and minority interest for current quarter
15,745,287
75,544,737


Weighted average number of shares in issue
110,315,825
104,172,289


Number of shares under option/warrants
48,144,396
52,117,657


Number of shares that would have been issued at fair value
(24,379,892)
(26,195,431)


Number of shares used in the calculation of diluted earning per share
134,080,328
130,094,524


Diluted earning per share (sen)
11.74
58.07






By order of the Board

WCT Engineering Berhad

-------------------------------------------------

Chan Tze Leong (MAICSA 7012224)

Secretary

SELANGOR DARUL EHSAN

Date: 26 February 2004
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						Current		Preceding

						4th Quarter		3rd Quarter

						2003		2003		Increase/(Decrease)

						RM'000		RM'000		RM'000		%

		Revenue				193,192		248,822		(55,630)		-22%

		Profit before taxation				20,833		32,851		(12,018)		-37%
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		A9 Segmental Analysis- Cumulative Quarter to 31 December 2003

				Civil						Property and

				Engineering				Property		investment		Interest

		Business segment		& Construction		Trading		development		holding		income		Eliminations		Consolidated

				RM'000		RM'000		RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue from external

		customers		673,658		57,874		173,490		5,088		- 0				910,110

		Inter-segment revenue		535,595		- 0		- 0		206		- 0		(535,801)		- 0

		Total revenue		1,209,253		57,874		173,490		5,294		- 0				910,110

		Operating profits		43,476		2,775		31,824		(2,667)		10,765				86,173

		Finance costs		(9,983)		(248)		(4)		(215)		- 0				(10,450)

		Share of profits of

		associated companies		2,010		- 0		25,736		660		- 0				28,406

		Share of profit of

		jointly controlled entity		460		- 0		- 0		- 0		- 0				460

		Profit before taxation		35,963		2,527		57,556		(2,222)		10,765				104,589

		Taxation														(29,485)

		Profit after taxation														75,104

		Minority interest														440

		Net profit for the period														75,544
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						Individual Quarter		Cumulative Quarter

		Taxation comprises : -				Current		Current

		Malaysia tax				RM'000		RM'000

		- Current taxation				3,653		25,330

		- deferred taxation				1,364		(3,863)

						5,017		21,467

		Overseas tax

		- Current taxation				(2,464)		- 0

						2,553		21,467

		- in respect of prior year				- 0		- 0

		- associated company				4,719		8,018

						7,272		29,485

		Effective tax rate				56%		28%

		Profit before taxation				4,523		75,843

		Tax at statutory tax rate of 28%				1,266		21,236

		Tax effects of expenses/(income) that are

		not deductible/(taxable) in determing

		taxable profit:

		-  Under provision of deferred tax assets				(176)		(1,349)

		in prior year

		-  Deferred tax not recognised during				(840)		- 0

		the period

		- Expenses not deductible for tax purposes

		and others				630		1,012

		-  Foreign source income - management fees				(224)		(1,010)

		-  Deferred tax on unrealised profits

		net of realised profits				1,008		106

		-  Depreciation				47		203

		-  Gain on disposal of properties and

		property, plant & equipment				- 0		(87)

		-  Effect of higher tax rate in overseas				(161)		353

						1,550		20,464
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		Total group borrowings (all denominated in Ringgit Malaysia) as at 31 December 2003

		are as follows : -

														RM'000

		Long Term Bond - Unsecured												120,000

		Long Term Bank Loans - Unsecured												45,000

		Long Term Bank Loans - Secured

				Total outstanding balances										19,196

				Repayments due within the next 12 months										(19,196)

						Sub-total								- 0

		Long Term Hire purchase creditors - Secured												4,321

						Total Long Term (A)								169,321

		Short Term Bank Borrowings

		Secured : -

				Bank Overdrafts										13,966

				Bankers Acceptance										1,151

				Revolving credit										- 0

				Hire purchase creditors										5,352

				Current portion of Long Term Bank Loans										19,196

						Sub-total								39,665

		Unsecured : -

				Bank Overdrafts										16,085

				Bankers Acceptance										18,958

				Revolving Credit										20,586

						Sub-total								55,629

						Total (B)								95,294

						GRAND TOTAL C =(A+B)								264,615






