ANCOM BERHAD (8440-M)

Notes to the Financial Results Announcement for the Quarter Ended 28 February 2002

1. Accounting Policies

The quarterly financial statements have been prepared based on accounting policies and methods of computation which are consistent with those adopted in the annual audited accounts of the Group for the financial year ended 31 May 2001.

2. Exceptional Items

As mentioned in the announcement in the previous quarter, a provision for diminution in the carrying value of Asia Pacific Insulation Corporation, Inc. (“APIC”), a wholly–owned subsidiary of Nylex (Malaysia) Berhad, amounting to RM45.0 million was made in the previous quarter to write down the cost of investment to RM1.00. The Group’s share of this exceptional item was RM23.6 million as reported in the previous quarter.

3. Extraordinary Items

There were no extraordinary items in the current quarter and financial year-to-date.

4. Taxation
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Even though the Group registered a loss before taxation in the current quarter and financial year-to-date, the taxation charge is due mainly to certain expenses in the subsidiary companies which are not deductible for tax purposes and the non-availability of group relief where tax losses of certain subsidiary companies cannot be set-off against the taxable profits of other subsidiary companies.

5. Sale of Unquoted Investments and/or Properties

Profit on sale of unquoted investment in the current quarter and financial year-to-date:

· 9,900 shares in Petrodril (Malaysia) Sdn. Bhd (“PMSB”)

     

RM 29,000

There were no sales of properties in the current quarter and financial year-to-date.

6. Quoted Investments
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7. Changes in Composition

	i.
	In August 2001, OrganiGro Sdn Bhd (“OrganiGro”) issued a total of 333,333 new ordinary shares of RM1.00 each at par for cash to a third party.  As a result, the Group’s effective shareholding in OrganiGro was reduced from 77.45% to 69.08%.



	ii.
	In September 2001, WorldSOL.com Sdn Bhd (“WorldSOL”), a wholly-owned subsidiary, further subscribed for  45,001 ordinary shares of RM1.00 each in Vision IP Services Sdn Bhd (“VIPS”) at par for cash pursuant to the Shareholders’ Agreement dated 29 September 2000. With this subscription, WorldSOL’s shareholding in VIPS is now 1,500,000 shares or 33.3% in the equity of VIPS.



	iii.
	In November 2001, Ancom Overseas Ventures Sdn Bhd (“AOV” - formerly known as A.P. Industrial Chemicals Corp Sdn Bhd) , a wholly owned subsidiary, subscribed for a further 380,000 shares of HK$10 each or 6.07% equity in ChemResources China (Agencies) Limited (“CRC”), a company incorporated in Hong Kong which is principally involved in the trading of printing ink solvent and industrial chemicals, for HK$3,800,000. With this subscription, CRC became a subsidiary of Ancom which has an indirect interest of 54.72% or 1,180,658 shares of HK$10 each in CRC through AOV.




	iv.
	In January 2002, Nylex (Malaysia) Berhad, a subsidiary, announced that it has entered into a Conditional Sale and Purchase Agreement for the disposal of its entire interest in a wholly–owned subsidiary, Asia Pacific Insulation Corporation, Inc. for a cash consideration of RM1.00. The disposal was completed, in accordance with the Conditional Sale and Purchase Agreement, on 22 March 2002.



	v.
	In February 2002, Ancom Energy & Services Sdn Bhd (“AES”), a subsidiary, disposed of 9,900 shares of RM1.00 each made up of 9.9% equity interest in PMSB for a cash consideration of RM38,511.00. With this disposal, AES’s interest in PMSB was reduced from 60% to 51%.



	
	


Other than the above, there were no changes in the composition, including business combination, acquisitions and disposals of long term investments, restructuring and discontinuing operations, of the Group for the current quarter and financial year-to-date.

8. Status of Corporate Proposals

In March 2002, AES entered into a conditional Sale and Purchase Agreement for the disposal of its entire shareholding of 51% interest in PMSB for a total cash consideration of RM5,209,600. The transaction is pending the approvals of the relevant authorities. 

Other than the above, there were no corporate proposals which are not completed as at the date of this report.

There were no other proceeds raised from any corporate proposals for the financial year-to-date other than the proceeds of RM17,700 arose from the exercise of Ancom Berhad Employees’ Share Option Scheme (“ESOS”) which were used as working capital for the Group.

9. Changes in Debts and Equity Securities

During the current financial year-to-date:-

i) There were no issue and repayment of debts and equity securities other than the issue of 10,000 and 2,000 new ordinary shares of RM1.00 each in the Company under the ESOS at an issue price of RM1.476 per share and RM1.470 per share respectively.

ii)
In April 2002, the Company further granted a total of 1,798,000 options under the ESOS to eligible executive directors and employees of the Group at an option price of RM1.29 per share. A total of 5,223,000 options remained unexercised as at the date of this report.

iii) The details of share buy-back were as follows:-
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June
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July

92,000
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January

138,000
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February

113,000

        

 

1.32

1.23

1.2807

144,719.77
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1,672,405.25

      

 

*

Excluding stamp duty and brokerage

**

Up to 24 April 2002


All the above shares were being held and retained as treasury shares as defined under Section 67A of the Companies Act, 1965. As at 24 April 2002, the total number of treasury shares held by the Company were 2,817,000 shares or 2.3% of the total paid up share capital of the Company. None of the treasury shares were resold or cancelled during the current financial year-to-date.

10. Group’s Borrowings
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11. Contingent Liabilities

The Company has given corporate guarantees to licensed banks, finance and leasing companies for the amount of banking facilities utilised by the subsidiary companies totaling RM26,293,868.

The Group has outstanding contingent liabilities arising from certain subsidiary companies which are contingently liable:-

i) up to the extent of RM272,000 to a licensed bank for a banker’s guarantee issued in favour of the government authorities for the fulfillment of obligations in respect of the sewerage treatment system ; and

ii) up to the extent of RM1,906,000 to licensed banks for bills discounted with recourse by a subsidiary.

12. Off  Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk outstanding during the current quarter and financial year-to-date.

13. Pending Material Litigations

There were no material litigations pending as at the date of this report.

14. Segmental Results
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15. Material Change in Results

The Group’s  turnover for the current quarter was RM155.6 million and is lower as compared to RM192.7 million in the immediate preceding quarter. The decline mainly arose from the lower sales in the Agricultural and Industrial Chemicals division, Polymer division and Engineering division.

The Group’s consolidated profit before tax for the current quarter was RM 12.9 million as compared to RM4.1 million before the one-time write offs amounting to RM33.3 million and the provision in diminution in value of investment of RM23.6 million in the immediate preceding quarter. The improved profit was due to the receipt of a gross dividend amounting to RM8.3 million from an unquoted investment during the current quarter. 

16. Review of Group’s Performance

The Group recorded a lower turnover of RM155.6 million in the current quarter as compared to RM181.6 million achieved in the same quarter in the previous financial year. The consolidated profit before tax was RM12.9 million as compared to RM7.7 million in the same quarter in the previous financial year. 

The Group’s accumulated turnover of RM531.4 million for the current 9-month period was lower than the RM578.9 million recorded for the same period in the previous financial year. The accumulated consolidated profit before tax was RM19.9 million (before the one-time write offs and the provision for diminution in value of investment as mentioned in Note 15) as compared to accumulated consolidated profit before tax of RM30.9 million achieved in the same period in the previous financial year. 

The reduced Group’s turnover and consolidated profit before tax for the current 9-month period as compared to the previous 9-month period were mainly due to:

i. the lower turnover from the Agricultural and Industrial Chemical division as one of its major suppliers’ plant was temporary shutdown for maintenance during the current period.

ii. as mentioned in the last quarter’s results announcement, one of the major customers in the US had temporarily ceased to purchase the Group’s agricultural chemical products during the early part of the financial year. As mentioned in the previous announcement, the customer has since resumed its purchases;

iii. the lack of major contracts undertaken and completed during the period by the IT division as mentioned in the previous announcement; and

iv. the lower sales achieved by the Polymer and Engineering divisions due to the slowdown in the US economy and some major projects deferment by a major customer respectively. 

17. Subsequent Events

There were no material subsequent events, other than the proposed disposal of 51% equity in PMSB as mentioned in Note 8 above, the effects of which have not been taken into the results of the Group for the current quarter.

18. Seasonal and Cyclicality of Operations

The Group’s operations are not materially affected by seasonal or cyclical factors.

19. Current Year’s Prospects

The Group’s current year prospects will continue to be affected by the economic and trading conditions prevailing in Malaysia and the region. The Directors remain cautious about the performance of the Group for the remaining 3 months of the current financial year.

20. Variance from Profit Forecasts

There was no forecast profit submitted for the current financial year-to-date.

21. Dividend

The Directors are not recommending the payment of any dividend for the current financial quarter.
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												Total

				No. of		Highest		Lowest		Average		Consideration

		Month		shares		Price		Price		Price		Paid *

						(RM)		(RM)		(RM)		(RM)

		2001

		June		207,000		1.63		1.53		1.5830		327,689.50

		July		92,000		1.62		1.54		1.5682		144,278.80

		August		50,000		1.62		1.51		1.5508		77,539.80

		September		200,000		1.56		1.11		1.3569		271,382.80

		October		73,000		1.33		1.23		1.2637		92,255.80

		November		15,000		1.39		1.26		1.3053		19,580.01

		December		13,000		132		1.27		1.2908		16,780.20

		2002

		January		138,000		1.44		1.31		1.3367		184,459.15

		February		113,000		1.32		1.23		1.2807		144,719.77

		March		209,000		1.33		1.13		1.2105		252,999.54

		April **		108,000		1.44		1.23		1.303		140,719.88

		Total		1,218,000								1,672,405.25

		*		Excluding stamp duty and brokerage

		**		Up to 24 April 2002
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				----- Cumulative Qtr ended 28.02.02 ------

		Major segments by industry				Profit/(Loss)		Total assets

				Turnover		before taxation		employed

				RM'000		RM'000		RM'000

		Investment holding		457		(3,141)		97,170

		Agricultural and Industrial chemicals		196,614		3,431		149,505

		Oil and gas services		35,206		2,956		61,364

		Shipping		6,771		1		26,325

		Property development		250		(340)		36,799

		Information technology		19,888		(3,060)		34,404

		Polymer		70,950		10,070		113,776

		Engineering*		179,924		(18,954)		305,999

		Building products**		21,365		(26,675)		36,800

		Others		- 0		(10)		2

				531,425		(35,722)		862,144

		Share of results of associated companies		- 0		100		- 0

				531,425		(35,622)		862,144

		Inclusive of the following as reported in the previous quarter :

		*   one-time write offs amounting to RM33.3 million

		** provision for diminution in the value of investment in APIC amounting to RM23.6 million
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												As at Qtr Ended

												28.02.02

												RM'000

												Equivalent

		(a)		Short term borrowings

				- secured

						- Ringgit Malaysia						12,675

						- United States Dollars						2,942

						-Philippines Peso						11,826

												27,443

				- unsecured

						- Ringgit Malaysia						161,584

						- United States Dollars						13,758

						- Australian Dollars						20,301

						- Hongkong Dollars						482

						- Singapore Dollars						4,768

												228,336

		(b)		Long term loans - secured

				- Ringgit Malaysia								57,083

				- United States Dollars								2,206

												59,289
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								'--------- Cumulative Qtr ended 28.02.02 ------

		Major segments by geographical location				Profit/(Loss)		Total assets

				Turnover		before taxation		employed

				RM'000		RM'000		RM'000

		Malaysia		424,037		26,195		690,153

		Singapore		17,404		1,273		21,560

		Philippines		11,775		(27,081)		20,621

		Other countries		78,209		(36,109)		129,810

				531,425		(35,722)		862,144

		Share of results of associated companies		- 0		100		- 0

				531,425		(35,622)		862,144
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								Cumulative

								Qtr ended

								28.02.02

								RM'000

		(a)		Total purchases				NIL

		(b)		Total sales				NIL

		(c)		At cost and at carrying value/book value				178,515

		(d)		At market value				107,966






_1081599176.xls
Sheet1

						Cumulative

						Qtr ended

						28.02.02

						RM'000

		Cuurent taxation

		- cumulative quarter provision				11,107

		- over provision in prior years				(91)

		Share of taxation in associated companies				415

						11,431

		Transfer to/(from) deferred taxation				805

						12,236






