HEXZA CORPORATION BERHAD (8705-K)            


Quarterly report on consolidated results for the fourth financial quarter ended 31 January 2005


A

NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Accounting policies and method of computation

The interim financial report has been prepared in accordance with Malaysian Accounting Standards Board (MASB) 26 “Interim Financial Reporting” and Chapter 9 part K of the Listing Requirements of Bursa Malaysia Securities Berhad. 

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 2004 except for the following:

(i) the adoption of MASB 32 – Property Development Activities which became effective during the financial year.  The effect of the adoption of MASB 32 has given rise to changes and effects, which resulted in prior year adjustments as follows:

	
	As previously
	Effects of change in
	

	
	reported
	policy
	As restated

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Financial year ended 31 January 2004
	
	
	

	Land held for property development
	2,380
	(246)
	2,134

	Retained profits
	45,427
	(246)
	45,181

	
	
	
	


(ii)
the annual depreciation rate of certain office equipment of the Group were changed during the quarter to reflect a fairer depreciation charge to the financial statements of the Group based on the useful lives of the related assets.   The effect of this change in accounting estimates is to reduce the Group’s profit for the current financial year by RM222,908.

A2.

Qualification of audit report
The audited financial statements for the preceding financial year ended 31st January 2004 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 year to date.

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 year to date.

A7.

Dividends paid

	

	Financial year ended 31 January

	
	2004
	
	2003

	
	RM
	
	RM

	First and final dividend paid:
	
	
	

	1%, less 28% tax
	462,563
	
	462,498

	1%, tax-exempt
	642,448
	
	642,359

	
	1,105,011
	
	1,104,857



Date of payment



20th August 2004    20th August 2003
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 
	123,075
	700
	4,679
	-
	128,454

	Inter-segment sales
	1,841
	4,149
	2
	(5,992)
	-

	
	Total revenue
	124,916
	4,849
	4,681
	(5,992)
	128,454

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	RESULT
	
	
	
	
	

	
	Operating profit
	9,922
	5,485
	718
	(4,171)
	11,954

	Interest expense
	
	
	
	
	(218)

	Interest income
	
	
	
	
	341

	Income tax expense
	
	
	
	
	(3,363)

	
	Profit after taxation
	
	
	
	
	8,714

	
	
	
	
	
	
	


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


Subsequent to the balance sheet date, the Company entered into a sale and purchase agreement to dispose of two pieces of land situated at Kawasan Perindustrian IGB for a total consideration of RM2 million.

A11.
Change in composition of the Group


There are no changes in the composition of the Group 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

	The Group has the following capital commitments as at 31st January 2005:

	

	
	RM’000
	

	
	
	

	Contracted but not provided for
	8,110
	


B
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.

Review of performance

The Group’s revenue of RM128.45 million for the current year ended 31st January 2005 increased by 2.4% as against RM125.48 million in the previous year.  Profit before taxation is also higher at RM12.08 million as compared to RM6.21 million previously, an improvement of 94.5%.  The improvement in the performance was attributable to overall improvement in operating efficiency.  

The Group’s pre-tax profit for the 4th quarter under review increased by 181.8% to RM3.83 million as compared to the 4th quarter in the previous year.

B2.

Comparison with immediate preceding quarter’s results


Group profit before tax of RM3.83 million for the fourth quarter was 35.4% higher as compared to RM2.83 million in the third quarter.  The improvement in profit was due to write back of allowance for diminution in value of other investments amounting to RM0.3 million and overall improvement in operational efficiency.

B3.
Prospects


Certain raw material prices have escalated to unprecedented levels which we are unable to recover fully from the customers.  However, the directors are implementing a number of measures to ameliorate the effect of the increases including stringent cost control in other areas and improvement in productivity and efficiency.  Financial performance will depend on the future direction of the raw material prices.
B4.
Comparison with profit forecast



This note is not applicable.

B5.
Income Tax



Taxation comprises:-

	
	Individual period
	
	Cumulative period

	
	Current year quarter  

31/1/2005
	
	Preceding year corresponding quarter 

31/1/2004
	
	Current year to date  

31/1/2005
	
	Preceding year corresponding period 

31/1/2004

	
	
	
	
	
	
	
	

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

	Estimated current Malaysian taxation
	257
	
	(85)
	
	1,693
	
	1,069

	Deferred taxation
	710
	
	(3)
	
	1,220
	
	(242)

	Share of income tax of associated company
	213
	
	417
	
	213
	
	417

	
	1,180
	
	329
	
	3,126
	
	1,244

	
	
	
	
	
	
	
	

	Under/(over) provision in prior years
	
	
	
	
	
	
	

	- income tax
	(229)
	
	(162)
	
	154
	
	(162)

	- deferred tax
	83
	
	(53)
	
	83
	
	(53)

	
	1,034
	
	114
	
	3,363
	
	1,029


The effective tax rate of the Group for the year to date is lower than the statutory income tax rate due mainly to the availability of unutilised capital allowances and unutilised tax losses brought forward.

B6.
Sale of unquoted investments and/or properties

There is no sale of unquoted investment or properties for the current financial year to date.

B7.
Purchase or disposal of quoted securities

(a) The total purchase consideration of quoted securities for the current quarter and financial year to date were RM20,000 and RM2,194,742 respectively.  There was no disposal of quoted securities in the current financial year.

(b) Investments in quoted securities as at 31st January 2005 are as follows:-

	
	
	RM’000

	
	
	

	(i)
	Total investments at cost
	12,975

	
	
	

	(ii)
	Total investment at carrying value 

(after provision for diminution in value)
	12,975

	
	
	

	(iii)
	Total investments at market value 
	13,073


B8.

Status of Corporate proposals

There are no corporate proposals announced as at the date of this report.

B9.

Group borrowings and debt securities



There were no borrowings as at 31st January 2005.

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

The High Court has dismissed the Company’s claim for alleged misrepresentation and negligence by a former executive.  However, the Company has filed an appeal against the High Court decision.

B12.
Dividend



(a)
(i)
A final dividend for the financial year ended  31st January 2005 has been recommended by the Directors to be approved by the shareholders at the forthcoming Annual General Meeting.




(ii)
The amount per share : 0.90 sen (2.5%, less 28% tax).




(iii)
The previous financial year : 1.0%, less 28% tax plus 1.0%, tax exempt.




(iv)
The date payable : to be fixed.

(v) Entitlement date : to be fixed.

(b)

The total dividend for the current financial year is 2.5% per ordinary share of 50 sen each, less 28% tax.

B13.
Earnings per share

(a)
The basic earnings per ordinary share of RM0.50 each are calculated as follows:

	
	Individual period
	
	Cumulative period

	
	Current year quarter  

31/1/2005
	
	Preceding year corresponding quarter 

31/1/2004
	
	Current year to date  

31/1/2005
	
	Preceding year corresponding period 

31/1/2004

	
	
	
	
	
	
	

	Net profit attributable to ordinary shareholders
	
	
	
	
	
	
	

	(RM’000)
	2,567
	
	1,160
	
	8,222
	
	4,791

	
	
	
	
	
	
	
	

	Basic earnings per share
	
	
	
	
	
	

	Weighted average number of ordinary shares of RM0.50 each
	128,489,691
	
	128,489,691
	
	128,489,691
	
	128,478,858

	
	
	
	
	
	
	
	

	Basic earnings per ordinary share of RM0.50 each (sen)
	2.00
	
	0.90
	
	6.40
	
	3.73

	
	
	
	
	
	
	



(b)
Diluted earnings per share

The fully diluted earnings per ordinary share of the Company in 2005 has not been presented as the average fair value of the shares of the Company is lower than the exercise price for the conversion of options under the Executive Share Option Scheme to ordinary shares.   The effect would be anti-dilutive to the earnings per ordinary share.

By Order of the Board,

MADAM CHONG YOKE SENG 

COMPANY SECRETARY
23rd March 2005
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