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ACP INDUSTRIES BHD (258836-V)

NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Basis of preparation


The interim financial report is unaudited and has been prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirements, and should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 March 2004.


The accounting policies and methods of computation adopted by the Group in these interim financial statements are consistent with those adopted in the annual audited financial statements for the year ended 31 March 2004.


The following accounting standards which come into effect for this interim financial report:


MASB 31 “Accounting for Government Grants and Disclosure of Government Assistance”


MASB 32 “Property Development Activities”


MASB 31 is not applicable to the Group. The adoption of MASB 32 has not given rise to any adjustments to the opening balances of retained profits of the prior and current quarter or to changes in comparative. 

A2.
Audit Report On Preceding Annual Financial Statement


The audit report of the Group’s financial statements for the year ended 31 March 2004 was not qualified.

A3.
Seasonal or cyclical factors

The business of the Group is generally in line with the performance of the construction industry.

A4.
Unusual Items


There were no unusual items during this quarter affecting assets, liabilities, equity, net income, or cash flows during the period under review.

A5.
Debt and equity securities


There were no issuances of any debt or securities, share buy-back and share cancellation for the current quarter under review except as disclosed in Note B9. As at this date, the number of treasury shares held are 637,000 shares at a total cost of RM1,904,396.07.

A6.
Dividends paid
The first and final tax exempt dividend of 4% for the financial year ended 31 March 2004 was paid on 8 November 2004 (31 March 2003: 8% tax exempt).

A7.
Segmental Reporting


Segment information is presented in respect of the Group’s business segment.

	
	Revenue
	
	Profit/(Loss) before tax

	
	------------- 12 months ended 31 March -----------

	
	2005
	
	2004
	
	2005
	
	2004

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Manufacturing & Related Services
	302,305
	
	271,706
	
	(33,214)
	
	(32,187)

	Property Development
	38,839
	
	35,593
	
	2,936
	
	5,309

	
	341,144
	
	307,299
	
	(30,278)
	
	(26,878)


A8.
Valuation of assets


The valuation of land and buildings has been brought forward, without amendment from the previous annual report. 

A9.
Changes in composition of the Group

During the financial period under review, the Group has incorporated the following subsidiaries in the Kingdom of Thailand:-

(i) ASC Engineering Sdn Bhd Limited, a subsidiary of ASC Engineering Sdn Bhd;

(ii) ACPI Holding Limited, a subsidiary of Persys Sdn Bhd; and 

(iii) ASCE Construction Limited, which is currently held by ACPI Holding Limited. 

These Companies are set up with the objective to undertake construction of three housing projects secured earlier and to exploit business opportunities in line with our core business.

A10.
Changes in Contingent Liabilities


The changes in contingent liabilities since 31 March 2004 are as follows:-


















RM’000


As at 31 March 2004




   79,864


Increase during the financial year-to-date




   29,660












As at 31 March 2005

109,524









A11.
Material Events Subsequent to the End of the Period

         There were no material events subsequent to the end of the interim period and the date of this report.

A12.
Capital Commitment












  RM’000


Property, plant and equipment


- Approved but not contracted for
7,523


- Approved and contracted for                                                  
1,537






9,050

A13.
Changes in Contingent Liabilities and Contingent Assets.

         There were no material changes in contingent liabilities or contingent assets since the last annual balance sheet date as at 31 March 2004. The arbitration case between ACPI Engineering Sdn Bhd as Claimant and Schaefer  Systems international Sdn Bhd as Respondent reported under this header in previous quarter is now reported under item B12. Material Litigation.


ACP INDUSTRIES BHD (258836-V)

ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

B1.
Review of Performance of the Company and its Principal Subsidiaries

For the year under review, the Group recorded revenue of RM341.1 million representing a growth of 11% year-on-year. This was mainly due to revenue contribution of RM26.2 million from our maiden construction contracts using Industrial Building System (IBS) in Thailand. However pre-tax loss increased by RM9.6 million year-on-year to RM30.3 million. The higher pre-tax loss was attributed to decline in margin due to excess capacity arising from construction sector slow down, making provision for doubtful debts and writing down value of works in progress.

B2.
Material change in the Loss before Taxation compared to the results of the preceding quarter

The Group’s revenue of RM83.71 million for this quarter recorded a decrease of RM14.16 million or 14.46% compared with the preceding quarter of RM97.87 million. The Group registered a higher pre-tax loss of RM23.55 million compared to the preceding quarter loss of RM2.45 million. The significant increase in pre-tax loss this quarter was attributed to making provision for doubtful debts and writing down value of works in progress.

B3. 
Prospects for the Current Financial Year

The Directors expect the current financial year to be challenging for the manufacturing and related service business. The property division is expected to perform well. The management has taken initiatives to tighten credit control process and intensify collection to improve cash flows and prevent further provision of doubtful debts, going forward. The group will leverage on its leadership position in the pre-cast concrete and industrial building systems to secure more local project from the recently government announced RM2.3 billion construction budget in 2005. 

B4.
Variance of Actual Profit from Forecast Profit


Not applicable.

B5.
Taxation


The tax figure in the quarterly financial statement takes into account the following adjustments for under and over provision made in respect of prior year:-



Quarter
Year to-date



RM’000
RM’000

Provision for tax 
  475      
3,518


Under provision - Prior year
     -   
                            -


Over provision - Prior year
-
-


Over provision - Previous quarter
 -
-


Transfer to Deferred Tax
      (316)                        (316)


Taxation as per Income Statement
159

3,202

The effective rate of taxation for the Group is higher than the statutory tax rate as losses of certain subsidiary companies cannot be set off against taxable profits made by other subsidiary companies and certain expenses which are not deductible for tax purposes.
B6. 
Profits on Sale of Properties


There was no disposal of properties during the period under review.

B7.
Marketable Securities

	

	For the Quarter 

31 March
	
	12 months ended

31 March

	
	2005
	
	2004
	
	2005
	
	2004

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Purchase of quoted securities
	-
	
	     1,214
	
	-
	
	      1,647

	
	
	
	
	
	
	
	

	Disposal of quoted securities
	
	
	
	
	
	
	

	     Sale proceeds
	
	
	     -
	
	2,231
	
	      -

	     Cost of investments
	
	
	     -
	
	(1,510)
	
	      -

	     Gain on disposal
	
	
	     -
	
	721
	
	      -



Investments in quoted securities as at 31 March 2005:-












  RM’000


Securities in corporation at cost 
- 
Quoted in Malaysia
27


                                                 
-  Quoted in Singapore 
449


Less: Provision for diminution in value
(303)



Book value
173



Market value
260

B8.     Status of Corporate Proposals


There were no new corporate proposals announced but not completed as at the date of this report.

B9.
Equity Structure


There has been no issuance and repayment of debt securities, share buy-back, share cancellation, and resale of treasury shares in respect of the current quarter to-date except as disclosed below. All the shares previously purchased are currently being held as treasury shares.

A total of 352,900 shares were issued pursuant to the ESOS, resulting in an increase in the issued and paid up share capital of the Company to RM133,484,398. 


Shares issued to-date under the ESOS are as follows:-




Number
Issue Price
Total Proceeds




of Shares
Per Share
Received


As at 31 March 2004           
351,500  

RM 2.46   
RM 864,690

 

From 1 April 2004 to-date     
1,400  

RM 2.46  
 RM    3,444




B10.
Group Borrowings

Group borrowings and debt securities as at the end of the reported period are as follows:-




RM’000

A
Short term bank borrowings




Unsecured

 66,286



Secured

9,870






76,156


B      Long term bank borrowings




Secured

  13,475



C
Unsecured debt securities


Long term - Medium Term Notes (MTNs)

91,000


The above borrowings are all with local financial institutions and denominated in local currency except for an amount of Indian Rupee 199,500,004 equivalent to RM16,906,780 and Thailand Baht 77,408,160 equivalent to RM7,740,816.

B11.
Off Balance Sheet Financial Instruments


The Group has not entered into any contract involving off balance sheet financial instruments with off balance sheet risks as at the date of this interim report.

B12.
Material Litigation

          The arbitration matter between wholly-owned subsidiary, ACPI Engineering Sdn Bhd (“Claimant”) and Schaefer Systems International Sdn Bhd (“Respondent”) was concluded.


An Award in favour of the Claimant was handed by the arbitrator on 24 August 2004 (“the Award”) and the Respondent filed an application to the High Court to set aside the Award. On 12 November 2004, the Claimant applied for an interpretation of the Award and for additional awards to be made.


Pursuant to the Claimant’s application, the arbitrator issued a final award on 22 December 2004 under which the arbitrator ordered the Respondent to pay the Claimant the net principal amount of RM8,671,325.94. In addition thereto the Respondent was also ordered to pay the Claimant financing and prolongation costs and interest charges until settlement of account which, as at 31 December 2004, was estimated to be RM3,256,863.72 approximately.


The Respondent’s application to set aside the Award was rejected by the High Court on 18 May 2005. The Claimant’s application to register the final award is fixed for mention on 28 June 2005.

B13.
Dividend

The first and final tax exempt dividend of 4% for the financial year ended 31 March 2004 was paid on 8 November 2004 (31 March 2003: 8% tax exempt).

For the quarter ended 31 March 2005, the Board does not recommend any dividend.

B14.   Basic earnings per share


a) 
Basic earnings per share

The calculation of basic earnings per share for the quarter is as follows:


Basic EPS calculation
RM’000



Net loss attributable to ordinary shareholders 
(23,821)


Weighted average number of ordinary shares                                   
133,484


Basic (loss) / earnings per share (sen)                                                                     (17.84)


b) 
Diluted earnings per share

The calculation of diluted earnings per share for the quarter is as follows:


Diluted EPS calculation                                                                    
RM’000

  
Net loss attributable to ordinary shareholders                                                       (32,771)


Add : Notional interest 
   -


Net loss for calculation of diluted EPS
(33,771)


Weighted average number of ordinary shares                                     
133,484



Effect of share options                                                                                                   -                                                              


Weighted average number of shares used to calculate diluted EPS     
133,484


*
Diluted (loss) / earnings per share (sen)                                                                   (24.55)
 

*
The diluted EPS is computed based on the assumption that, there will be no additional ESOS   exercised, based on the current position, in view of the lower market price against the exercise price.

By Order of the Board of Directors,
MUHAMMAD HAFIDZ BIN NURUDDIN, FCIS (MAICSA 7005820)

LEE POH YEAN, ACIS (MAICSA 7015043)

Company Secretary

Petaling Jaya

Date:  30 May 2005
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