EKOVEST BERHAD
 (Company No : 132493-D)
Part A – Explanatory Notes Pursuant to Financial Reporting Standards (“FRS”) 134

Notes to the Interim Financial Report (1st Quarter - 30 September 2012)
A1
Basis of Preparation

The condensed interim financial statements are unaudited and have been prepared in compliance with the Financial Reporting Standards (‘FRS’) 134 : Interim Financial Reporting and paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad. The condensed interim financial statements should be read in conjunction with the Group's annual financial statements for the year ended 30 June 2012.

1.1
Changes in Accounting Policies

The significant accounting policies, methods of computation and basis of consolidation adopted are consistent with those of the most recent audited financial statements for the year ended 30 June 2012 except for the adoption of new FRSs, amendments to FRSs and IC interpretations (“IC”) which are relevant to its operations and effective for the financial periods beginning on or after 1 January 2011 as set out below :-  
FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2011

· Amendments to FRS 1, First-time Adoption of Financial Reporting Standards
· Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters
· Additional Exemptions for First-time Adopters
· Amendments to FRS 2, Group Cash-settled Share Based Payment Transactions
· Amendments to FRS 7, Financial Instruments: Disclosures – Improving Disclosures about Financial Instruments
· Amendments to FRS 101,  Presentation Financial Statements 
· Amendments to FRS 128,  Investments in Associates 
· Amendments to FRS 131,  Interests in Joint Ventures
· Amendments to FRS 134,  Interim Financial Reporting
· Amendments to FRS 139,  Financial Instruments : Recognition and Measurement
· IC Interpretation 4, Determining whether an Arrangement contains a Lease
· IC Interpretation 18, Transfers of Assets from Customers
· Improvements to FRSs (2010)

FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 July 2011

· IC Interpretation 19, Extinguishing Financial Liabilities with Equity Instruments
· Amendments to IC Interpretation 14, Prepayments of a Minimum Funding Requirement
FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2012

· FRS 124, Related Party Disclosures (revised)

· IC Interpretation 15, Agreements for the Construction of Real Estate
The adoption of the new FRSs, Interpretations and amendments have no material impact to the Group consolidated financial statements of the current and prior periods financial statements upon its first adoption.
1.2

Malaysian Financial Reporting Standards (“MFRS”)

On 19 November 2011, the Malaysian Accounting Standards Board (“MASB”) issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards.
The MFRS is to be applied by all Entities Other Than Private Entities for annual periods beginning on or after 1 January 2012, with the exception of entities subject to the application of MFRS 141 Agriculture and IC Interpretation 15 Agreements for Construction of Real Estate, including its parent, significant investor and venture (herein referred to as ‘Transitioning Entities’).

Transitioning Entities will be allowed to defer adoption of the new MFRS for an additional one year, i.e. to annual periods beginning on or after 1 January 2014 after which the MFRS will become mandatory.

The Group falls within the definition of Transitioning Entities and has opted to defer adoption of the New MFRS to 1 July 2014.

A2
Audit Report


The preceding annual financial statements of the group were not qualified.

A3
Seasonal or Cyclical Factors


Although seasonal factors have minimal impact on the operations of the Group, the business is nevertheless susceptible to the vagaries of the construction industry.

A4
Unusual Items



There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the period under review.
A5
Changes in the Estimates of Amount Reported Previously With Material Effect in Current Interim Period



Not applicable.

A6
Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities  

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the interim quarter.
A7
Dividend


The Directors have recommended, subject to the approval of the shareholders at the forthcoming Annual General Meeting, the payment of a first and final dividend of 5% less 25% tax amounting to RM6,704,764 for the financial year ended 30 June 2012
A8
Segmental Reporting

Segmental information is presented in respect of the Group’s business segment. Transactions between segments were entered into in the normal course of business and were established on terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.  


3 Months Ended 30 September 2012
	
	Construction
	
	Investment holding
	Total

	
	RM ‘000
	
	RM ‘000
	RM ‘000

	    Revenue
	20,822
	
	998
	
	21,820

	    Segment results

    Finance costs

   
	4,065
-
	
	7,636
(1,217)
	
	11,701
(1,217)

	    Profit before tax


	4,065
	
	6,419
	
	10,484


3 Months Ended 30 September 2011
	
	Construction
	
	Investment holding
	Total

	
	RM ‘000
	
	RM ‘000
	RM ‘000

	    Revenue
	31,796
	
	61
	
	      31,857

	    Segment results

    Finance costs

   
	639

-
	
	7,560

(754)
	
	8,199

(754)

	    Profit before tax


	639


	
	6,806
	
	7,445


A9
Revaluation of Property, Plant and Equipment

There were no amendments in the valuation amount of revalued assets brought forward to the current quarter ended compared to most recent annual financial statements.

A10
Material Subsequent Event



Please refer to Note B7 for the material event subsequent to the quarter and period ended 30 September 2012.  
A11
Changes in Composition of Company/Group

During the period to 30 September 2012, there were no changes in the composition of the Company or the Group for the quarter under review.

A12
Contingent Liabilities

Contingent liabilities of the Group as at 30 September 2012 are as follows :-

As at


30 September 2012
             









RM ‘000

Corporate guarantees given to licensed financial institutions for                                  


  credit facilities granted to subsidiaries 




    53,548











 =======
A13
Capital Commitments

Capital commitments of the Group as at 30 September 2012 are as follows :-


As at


30 September 2012
             









RM ‘000

Approved capital expenditure in respect of the purchase of properties                                  

·  Contracted but not provided for  





       2,122 
·  Approved but not contracted for 





       1,862
 




                 


 
       3,984










========








A14
Significant Related Party Transactions

The Group has significant related party transactions with companies in which certain directors of the Company have interests, as follows:

	
	As at

30 September 2012              RM ‘000

	
	
	

	          With company in which certain 
	

	          Directors of the Company, have interests:
	

	
	

	          Teras Hijaujaya Sdn Bhd
	9,495
	


EKOVEST BERHAD

 (Company No : 132493-D)

Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of 

Bursa Malaysia Securities Berhad 

Notes to the Interim Financial Report (1st Quarter - 30 September 2012)

B1
Review of Performance for the Year

For the quarter and period ended 30 September 2012, the Group recorded a turnover of RM21.820 million and a profit before tax of RM10.484 million as compared to a turnover of RM31.857 million and a profit before tax of RM7.445 million for the preceding year corresponding period. The increase in profit before tax despite a lower revenue from the construction segment for the period reported as compared to the preceding year corresponding period was mainly due to recognition of additional profit arising from the finalization of certain construction contracts.
B2
Review of Performance for the Quarter


The Group achieved a profit before taxation of RM10.484 million from a turnover of RM21.820 million as compared to the previous quarter of RM33.002 million from a turnover of RM73.043  million. The decrease in profit before tax was due to a lower operating revenue for the reporting quarter from the construction segment compared with the previous quarter.
B3
Current Year Prospects


For the current year the Group expects Danga Utama project and two(2) contracts for the proposed widening of PLUS Highway, Package B & D to substantially contribute to the Group's turnover and profitability.

Barring any unforeseen circumstances, the Directors are of the opinion that the Group’s performance for the current financial year would remain satisfactory.

B4
Forecast/Profit Guarantee


There is no profit guarantee or financial forecast for the current quarter and for the year.

B5
Taxation

	
	                           GROUP

	
	CURRENT     QUARTER ENDED 30 SEPTEMBER 2012 
	3 MONTHS
ENDED
 30 SEPTEMBER 2012

	
	     RM ‘000
	       RM ‘000

	
	
	
	

	   Tax expense
	
	
	
	

	· Current period provision
	2,111
	
	2,111
	

	· Under/(Over) provision in respect of prior year
	-
	
	-
	

	
	2,111

	
	2,111

	


The effective tax rate of the Group for the current quarter is lower compared to statutory rate, mainly due to recognition of interest income in accordance with FRS 139 which is not subject to tax.
B6
Profit on Sale of Investment and/or Properties

There were no sale of investment or properties during the quarter and the year ended 30 September 2012.
B7
Corporate Exercises


The Company has implemented the following corporate exercises in the two- (2) years preceding the date thereof:-

(A) On-Going Proposal

i)    On 30 January 2012, CIMB Investment Bank Berhad announced on behalf of the Company the following proposals :
(a) Proposed transfer of 100% of the ordinary shares of RM1.00 each in Wira Kristal Sdn Bhd (“WKSB”) in exchange for new ordinary shares of RM1.00 each in the Company (“Proposed Share Exchange”); and

(b) Proposed increase in authorized share capital (“Proposed IASC”) of the Company. 

The Company has entered into a share exchange agreement with Dato’ Lim Kang Hoo (“Dato’ Lim”) and Dato’ Haris Onn bin Tun Hussein (“Dato’ Haris”) (collectively, “WK Shareholders”) for the Proposed Share Exchange (“Share Exchange Agreement”).

Pursuant to the Share Exchange Agreement, the WK Shareholders will transfer 1,000,000 ordinary shares of RM1.00 each in WKSB, representing 100% of the issued and paid-up ordinary share capital in WKSB, to the Company, in exchange for 126,723,735 new ordinary shares of RM1.00 each in the Company at an issue price of RM2.57 per share (“Consideration Shares”). WKSB is held by the WK Shareholders, Dato’ Lim (40%) and Dato’ Haris (60%), respectively. The Consideration Shares will be issued to the WK Shareholders based on their respective shareholdings in WKSB.
The present authorised share capital of the Company is RM200,000,000 comprising 200,000,000 shares of which 178,793,715 shares have been issued and fully paid-up. To facilitate the issuance of the Consideration Shares pursuant to the Proposed Share Exchange, the Company proposes to increase its authorised share capital to RM1,000,000,000 comprising 1,000,000,000 shares. The Memorandum and Articles of Association of the Company are proposed to be amended accordingly. The Proposed Share Exchange and the Proposed IASC are inter-conditional upon each other. 
ii)   On 29 February 2012, CIMB Investment Bank Berhad announced on behalf of the Company that the Company proposes to establish an employee share option scheme for the eligible employees and executive directors of the Group (“Proposed ESOS”).

The total number of new ordinary shares of RM1.00 each in the Company which may be offered and issued under the Proposed ESOS shall not exceed 15% of the issued and paid-up ordinary share capital of the Company at any time during the duration of the Proposed ESOS.

iii)  On 25 June 2012, CIMB Investment Bank Berhad announced that Bursa Securities had approved an extension of three(3) months from 29 April 2012 to 29 July 2012 to submit the draft circular to the shareholders of the Company for the Proposed ESOS in accordance with Paragraph 9.33(1)(a) of the Main Market Listing Requirements.

iv) 
On 18 July 2012, CIMB Investment Bank Berhad announced on behalf of the Company that the Company together with the WK Shareholders had on even date, mutually agreed to extend the period for the fulfillment of the conditions precedent of the Share Exchange Agreement for a period of six (6) months from 30 July 2012 up to 30 January 2013.
 v)
On 19 July 2012, CIMB Investment Bank Berhad had submitted an application to Bursa Securities to seek further extension of time up to 29 January 2013 to comply with Section 9.33(1)(a) of the Listing Requirements in relation to the submission of the draft circular to the shareholder of the Company for the Proposed ESOS.

vi)
On 8 August 2012, CIMB Investment Bank Berhad announced on behalf of the Company that Bursa Securities had approved a further extension of time of six (6) months from 29 July 2012 to 29 January 2013 as per the application mentioned in Note (v). 

vii)
On 6 November 2012, on behalf of the Company, CIMB Investment Bank Berhad announced that the Government had vide its letter dated 5 November 2012 approved the change in the ultimate shareholders of Konsortium Lebuhraya Utara-Timur (KL) Sdn Bhd, the consession holder of the DUKE Highway pursuant to the Proposed Share Exchange.

Barring any unforeseen circumstances, the Board expects the above corporate exercises to be completed by the end of the first quarters of 2013.
(B) Completed Proposal 
On 28 October 2010, the Company has completed the proposed cash subscription of RM35 million Junior Bonds issued by Konsortium Lebuhraya Utara-Timur (KL) Sdn Bhd (“Kesturi”) and accepted Kesturi’s request for the Proposed Extension on tenure of redeemable preference shares series A (RPS A) of RM1.00 each for an additional period 4 years from 19 September 2026 to 19 September 2030. 
	B8      Group Borrowing
	GROUP

	           AMOUNT REPAYABLE

           WITHIN ONE YEAR


	CURRENT QUARTER  ENDED  30 SEPTEMBER 2012
	PRECEDING

 YEAR ENDED

 30 JUNE 2012

	
	RM ‘000
	RM ‘000

	
	
	

	    Bank overdraft-secured

                     -unsecured                                                                                                                  
	62,786
-              
	
	45,387
-

	

	    Bank Term Loans-secured


	1,023

	
	1,350

	

	    Revolving credit-unsecured
	15,000
	
	15,000
	

	
	78,809
	
	61,737
	

	
	GROUP



	           AMOUNT REPAYABLE

           AFTER ONE YEAR


	CURRENT QUARTER ENDED  30 SEPTEMBER 2012
	PRECEDING

 YEAR ENDED

 30 JUNE 2012

	
	RM ‘000
	RM ‘000

	
	
	

	    Bank Term Loans-secured
	5,380
	
	5,480
	

	
	5,380
	
	5,480
	


B9
Material Litigation

Save as disclosed below as at 30 September 2012, the Group is engaged in any material litigation, claims or arbitration, either as plaintiff or defendant and the Board are not aware and do not have any knowledge of any proceedings, pending or threatened against the Group or any facts likely to give rise to any proceedings which might materially and adversely affect the financial position or business of the Group:

(i) A dispute has arisen between Ekovest Berhad ("EB") or ("Plaintiff") and Shapadu Construction Sdn Bhd ("Shapadu") or ("Defendant") in respect of five (5) packages of sub-contract work under the New North Klang Strait Bypass Highway Project (“Project”). The employer for the Project is Lebuhraya Shapadu Sdn Bhd (“Lebuhraya Shapadu”), the holding company of the Defendant. On 1 August 2000, EB issued a Notice to Arbitrate. An arbitrator has been appointed and both EB and Shapadu has filed in their respective claims and defence. The hearing for the arbitration has commenced on 14 August 2006 as scheduled. Both the Plaintiff and the Defendant have closed their cases. The hearing for the arbitration has been adjourned to a date to be fixed. The particulars of EB’s claim and Shapadu’s counter claim are as follows:
(a) EB’s claim against Shapadu for, inter alia, the following:

(aa) the sum of RM29,558,720.93 on a quantum meriut for its loss and damage due to the work carried out under the sub-contract; and/or alternatively
(ab) the sum of RM7,459,356.15 being the value of the work done uncertified and the    sum of RM8,217,960.68 being the amounts retained as retention monies in respect of work executed and value of goods and material delivered under the sub-contract.
(b) Shapadu’s counter claims against EB for , inter alia, the following:

(aa) the sum of RM33,010,000.00 allegedly being the liquidated ascertained damages (“LAD”) due to Shapadu; or alternatively

(ab) the sum of RM30,700,000.00 being LAD due to Lebuhraya Shapadu;
(ac) the sum of RM2,008,868.93 as an indemnity for failure to carry-out and maintain the work;

(ad) the sum of RM22,189,859.75 as an indemnity being the cost of completion;

(ae) the sum of RM8,298,455.65 as indemnity being damages suffered by the Employer in completing the work; and
(af) the sum of RM2,006,101.39 as an indemnity being the loss and expense suffered by the Employer.


Since EB has sub-contracted all the relevant work to a third party on a “back to back” basis, and the third party sub-contractor has agreed to indemnify and keep EB indemnified against any losses of damages EB may suffer in the event Shapadu’s counter claim is allowed by the court, EB’s Directors are of the opinion that the financial impact on the Group is minimal.

Further, EB has sought legal advice in respect of the counter claim made by Shapadu and EB’s solicitors are of the opinion that EB has a reasonable prospect of defending the claim particularly when the Employer has not taken an action against the Defendant since most of the claims are on indemnity basis. On that premises, the arbitration against Shapadu will not potentially have any material adverse impact to the financial position of EB. 
B10
Dividend

   
No interim dividend has been declared for the quarter ended 30 September 2012.
B11
Earnings Per Share


	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current year quarter 
	Preceding year corresponding quarter
	3 months to
	3 months to

	
	30 September 2012
	30 September 2011
	30 September 2012
	30 September 2011

	(a) Basic earnings per share
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	   Net profit attributable to

  ordinary shareholders
	8,373
	6,510
	8,373
	6,510

	Weighted average number

  of ordinary share issue (‘000)
   
	178,794
	178,794
	178,794
	178,794

	Basic earnings per ordinary 

 share (sen)
	4.68
	3.64
	4.68
	3.64

	(b) Diluted earnings per ordinary

 Share (sen)
	N/A
	N/A
	N/A
	N/A


B12
Realised and Unrealised Retained Earnings


The retained earnings as at 30 June 2012 are analysed as follows:

	
	As at

  30 SEPTEMBER 2012
	As at

  30 JUNE 2012

	
	RM ‘000
	RM ‘000

	
	
	

	    Realised
	153,476
	
	150,504
	

	           Unrealised
	39,545
	
	34,144
	

	           Total retained earnings
	193,021
	
	184,648
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