HEXZA CORPORATION BERHAD (8705-K)            


Quarterly report on consolidated results for the first quarter ended 30 April 2003


A

NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Accounting policies and method of computation

The interim financial report has been prepared in accordance with MASB 26 “Interim Financial Reporting” and Chapter 9 part K of the Listing Requirements of the Kuala Lumpur Stock Exchange.

The quarterly financial statements under review have been prepared based on the same accounting policies and methods of computation as compared with those adopted for the financial statements for the year ended 31st January 2003 except for the adoption of MASB 25 – Income Taxes.   

The adoption of MASB Standard 25 on the change in the methods of computation of deferred taxation has no significant effect on the results of the Group for the three months ended 30th April 2003.

The change in accounting policy has been applied retrospectively and comparative figures have been restated.  The effects of the change in accounting policy on the comparative figures are summarised as follows:

	
	At 31 January 2003

	
	As previously reported
	Effects of change in policy
	As restated

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Retained profits
	41,860
	(423)
	41,437

	Deferred taxation
	10,155
	793
	10,948

	Minority Interest
	7,450
	(1)
	7,449

	Revaluation reserves
	369
	(369)
	-


A2.

Qualification of audit report
The audited financial statements for the preceding financial year ended 31st January 2003 was not subject to any qualification.

A3.

Seasonal or cyclical factors



There are no seasonal or cyclical factors affecting the interim operations.

A4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence

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

A5.

Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There are no material changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.

A6.
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

There are no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter to date.

A7.

Dividends paid


There was no dividend paid for the current financial year todate.  

A8.

Segment revenue and segment result

Information on business segments for the current financial year to date is as follows:-

	
	
	Manufacturing
	Investment
	Others
	Eliminations
	Consolidated

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

	REVENUE
	
	
	
	
	

	External sales 
	27,727
	489
	734
	-
	28,950

	Inter-segment sales
	479
	(45)
	-
	(434)
	-

	
	Total revenue
	28,206
	444
	734
	(434)
	28,950

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	RESULT
	
	
	
	
	

	
	Operating profit
	524
	328
	87
	(80)
	859

	Amortisation of goodwill
	
	
	
	
	(27)

	Interest expense
	
	
	
	
	(12)

	Interest income
	
	
	
	
	69

	Share of profit in associated
	
	
	
	
	-

	   company
	
	
	
	
	439

	Income tax expense
	
	
	
	
	(357)

	
	Profit after taxation
	
	
	
	
	971

	
	
	
	
	
	
	


A9.
Valuations of property, plant and equipment


The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.

A10.
Material subsequent event


There are no material events subsequent to the end of period reported on to the date of this report which have not been reflected in the financial statement for the quarter ended 30th April 2003.

A11.
Change in composition of the Group


There are no changes in the composition of the Company for the current financial year to date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

A12.
Contingent liabilities or contingent assets


There is no change in contingent liabilities or contingent assets since the last annual balance sheet date to the date of this report.

A13.
Capital commitments

	
Balance as at 30 April 2003

	
	RM’000
	

	
	
	

	Contracted but not provided for
	2,479
	

	
	
	


B
ADDITIONAL INFORMATION REQUIRED BY THE KLSE LISTING REQUIREMENTS

B1.

Review of performance

Group’s turnover of RM28.95 million for the first quarter is 21.5% higher than the same period last year however profit before taxation of RM1.33 million was reduced by 62.8% as compared to RM3.57 million previously. The performance was also affected by lower margin which is caused by the continuing rise in raw material prices.  

B2.

Comparison with immediate preceding quarter’s results


The Group achieved a profit before tax of RM1.33 million for the current quarter as compared to a loss before tax of RM1.87 million in the preceding quarter to 31st January 2003.  The performance of the preceding quarter was affected by bad and doubtful debts allowance of RM2.73 million.  
B3.
Prospects


If raw material prices were to continue its upward trend, operating margins will be further pressured.  However, the Board expects the Group to operate profitably for the financial year ending 2004.  

B4.
Comparison with profit forecast



This note is not applicable.

B5.

Income Tax



Taxation comprises:-

	
	Individual period
	
	Cumulative period

	
	Current year quarter  

30/4/2003
	
	Preceding year corresponding quarter 

30/4/2002
	
	Current year to date  

30/4/2003
	
	Preceding year corresponding period 

30/4/2002

	
	
	
	
	
	
	
	

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

	Estimated current Malaysian taxation
	343
	
	499
	
	343
	
	499

	Deferred taxation
	14
	
	124
	
	14
	
	124

	
	357
	
	623
	
	357
	
	623


The effective tax rates of the Group is lower than the statutory income tax rate due mainly to the availability of  reinvestment allowances.

B6.
Sale of unquoted investments and/or properties

There is no sale of unquoted investment or properties for the current financial quarter.

B7.
Purchase or disposal of quoted securities



(a)

There was no purchase and disposal of quoted securities in the current quarter.

(b) Investments in quoted securities as at 30th April 2003 are as follows:-

	
	
	RM’000

	
	
	

	(i)
	Total investments at cost
	4,594

	
	
	

	(ii)
	Total investment at carrying value 

(after provision for diminution in value)
	2,893

	
	
	

	(iii)
	Total investments at market value 
	2,616


B8.

Status of Corporate proposals

The Company had on 16th April 2003, via its advisers announced the proposed amendment to By-Laws governing the Company’s Executive Share Option Scheme.  The proposal was approved by the shareholders at the Extraordinary General Meeting held on 21st June 2003.

B9.

Group borrowings and debt securities

Group borrowings as at 30th April 2003 consists of the following:

	
	RM’000

	Short-term borrowings:                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   
	

	Overdraft
	2,150


B10.
Off balance sheet financial instruments
There is no financial instrument with off balance sheet risk as at the date of this report that might materially affect the position or business of the Group.

B11.
Changes in material litigation

There were no changes in material litigation since the last annual balance sheet date.

B12.
Dividend


No interim dividend has been declared.


B13.
Earnings per share

The basic and diluted earnings per ordinary share of RM0.50 each are calculated as follows:

	
	Individual period
	
	Cumulative period

	
	Current year quarter  

30/4/2003
	
	Preceding year corresponding quarter 

30/4/2002
	
	Current year to date  

30/4/2003
	
	Preceding year corresponding period 

30/4/2002

	
	
	
	
	
	
	

	Net profit attributable to ordinary shareholders
	
	
	
	
	
	
	

	(RM’000)
	842
	
	2,656
	
	842
	
	2,656

	
	
	
	
	
	
	
	

	Basic earnings per share
	
	
	
	
	
	

	Weighted average number of ordinary shares of RM0.50 each
	128,471,691
	
	127,869,024
	
	128,471,691
	
	127,869,024

	
	
	
	
	
	
	
	

	Basic earnings per ordinary share of RM0.50 each (sen)
	0.66
	
	2.08
	
	0.66
	
	2.08

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Individual period
	
	Cumulative period

	
	Current year quarter  

30/4/2003
	
	Preceding year corresponding quarter 

30/4/2002
	
	Current year to date  

30/4/2003
	
	Preceding year corresponding period 

30/4/2002

	
	
	
	
	
	
	

	Net profit attributable to ordinary shareholders
	
	
	
	
	
	
	

	(RM’000)
	842
	
	2,656
	
	842
	
	2,656

	
	
	
	
	
	
	

	Diluted earnings per share
	
	
	
	
	
	

	Weighted average number of ordinary shares of RM0.50 each
	128,471,691
	
	127,869,024
	
	128,471,691
	
	127,869,024

	
	
	
	
	
	
	
	

	Adjustment for share options
	(367,286)
	
	1,599,760
	
	(367,286)
	
	1,599,760

	
	
	
	
	
	
	
	

	Adjusted weighted average number of ordinary shares for diluted earnings per ordinary share of RM0.50 each
	128,104,405
	
	129,468,785
	
	128,104,405
	
	129,468,785

	
	
	
	
	
	
	
	

	Diluted earnings per ordinary share of RM0.50 each (sen)
	0.66
	
	2.05
	
	0.66
	
	2.05


By Order of the Board,

CHONG YOKE SENG 

COMPANY SECRETARY

23rd June 2003
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