ANCOM BERHAD (8440-M)

Notes to the Financial Results Announcement for the Quarter Ended 31 August 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 preparation of the annual audited accounts of the Group for the financial year ended 31 May 2002.

2. Exceptional Items

There were no exceptional items in the current quarter and financial year-to-date
3. Extraordinary Items

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

4. Taxation
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The effective tax rate of the Group is higher than the statutory tax rate mainly due to the absence of group relief for losses suffered by certain subsidiaries.

5. Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments and /or properties in the current quarter and financial year-to-date.
6. Quoted Investments
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7. Changes in Composition

As disclosed in the Results Announcement of the last quarter, Synergy Tankers Sdn Bhd, a wholly owned subsidiary, entered into a conditional Share Sale Agreement with 4 individuals on 31 May 2002 to acquire 2,494,574 shares representing 50.96% equity interest in SM Integrated Transware Pte Ltd (“SMIT”), a company incorporated in the Republic of Singapore which is principally involved in the provisions of transportation and warehousing services to the chemical industry, for a total cash consideration of SGD6.0 million (or RM 12.7 million equivalent based on an exchange rate of  RM2.120: SGD1.00 ). This transaction was completed in accordance with the terms of the conditional Shares Sale Agreement in September 2002.
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

	1.
	On 2 July 2002, the Company announced that it is undertaking a Private Placement of up to 10% of the Company’s issued and paid up share capital to raise proceeds to retire some of the Company’s bank borrowings. This transaction is subject to the approvals of the Securities Commission (“SC”), the Foreign Investment Committee (“FIC”), the shareholders of the Company and the Kuala Lumpur Stock Exchange (“KLSE”).

On 30 October 2002, Aseambankers Malaysia Berhad announced on behalf of the Company that the SC had approved the Private Placement via its letter dated 29 October 2002. 



	2.
	On 3 September 2002, the Company announced that Nylex (Malaysia) Berhad (“Nylex”), a subsidiary, is proposing to undertake a capital distribution of its investments to its shareholders as follows:



	
	a). the proposed cancellation of fifty (50) sen from the entire issued and paid-up share capital of Nylex comprising 224,487,720 ordinary shares of RM1 each to be undertaken under Section 64 of the Companies’ Act, 1965 resulting in a capital reserve of RM112,243,860 (“Proposed Capital Reduction”); and

	
	

	
	b). the resultant credit of RM112,243,860 is to be applied to distribute Nylex’s entire investment in Tamco Corporate Holdings Sdn Berhad  (“Tamco”) comprising a proposed share capital of RM112,243,860 to be made up of 224,487,720 ordinary shares of RM0.50 each to the entitled shareholders of Nylex on the basis of one (1) ordinary share of RM0.50 each in Tamco for every one (1) ordinary share of RM0.50 each at a proposed par value of RM0.50 each in Nylex after the Proposed Capital Reduction on a date to be determined later (“Proposed Capital Distribution”).

	
	

	3.
	The Company further announced that it has, on 3 September 2002, entered into a conditional sale and purchase agreement with Nylex for the proposed disposal of the entire equity interest in its wholly-owned subsidiaries, namely, Perusahana Kimia Gemilang Sdn Bhd, Fermpro Sdn Bhd, Kumpulan Kesuma Sdn bhd and Wedon Sdn Bhd to Nylex for a total sale consideration of RM64.427 million to be satisfied by the issuance of 128,654,000 new ordinary shares at a proposed par value of RM0.50 each in Nylex at par credited as fully paid up after the Proposed Capital Distribution mentioned in 2(b) above (“Proposed Disposal”).

	
	


The Proposed Capital Reduction, Proposed Capital Distribution and Proposed Disposal are inter-conditional upon each other. They are further subject to the approvals of the SC, the High Court of Malaya, FIC, KLSE, the Ministry of International Trade and Industry, shareholders of Nylex and of the Company and other relevant authorities, if any.

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

9. Changes in Debts and Equity Securities

During the current financial year-to-date, the Company did not:

i) grant any options under the Ancom Berhad Employee’s Share Option Scheme to eligible executive directors and employees of the Group.

ii) issue and repay any of  its debts and equity securities.

iii) purchase its own shares. As at the date of this report, a total of 2,817,000 shares or 2.3% of the total paid up share capital were held by the Company as treasury shares. 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 RM15,296,161.

The Group has outstanding contingent liabilities 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 by a subsidiary company.

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 Litigation

There was no material litigation pending as at the date of this report.
14. Segmental Results
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15. Material Change in Results

There was a 15.76% increase in the Group’s turnover in the current quarter (RM 212.54 million) as compared to the immediate preceding quarter (RM 183.61 million) due to the improvement in the turnover of the Agricultural and Industrial Chemicals division. The  improvement was mainly the result of the increase in the prices of the chemical products sold by the division. 
The consolidated profit before tax of RM 7.71 million in the current quarter was 55% lower as compared with the immediate preceding quarter of RM17.41 million. The higher consolidated profit before tax in the immediate preceding quarter was substantially due to the exceptional gain of RM 3.72 million on the disposal of Petrodril (Malaysia) Sdn Bhd as well as the profit  from Information Technology division in the immediate preceding quarter of RM 3.53  million as compared to a loss before tax of RM846,000 in this current quarter.. 

16. Review of Group’s Performance

The Group’s turnover for the current quarter (RM212.54 million) is 16.1% higher than that achieved in the same quarter in the preceding year (RM183.10 million). The increased turnover was due to the  higher turnover achieved by  the Agricultural & Industrial Chemicals division, Property division, Polymer division and Engineering division.

The increase in the prices of the Agricultural and Industrial Chemicals division’s chemical products contributed towards the higher turnover of RM97.87 million of the division in the current quarter as compared to the same quarter of the preceding year which recorded a turnover of  RM79.09 million. 

The Property division recorded a turnover of RM4.27 million in the current quarter as compared to the previous year’s quarter of only RM0.25 million due to the recent launch of its 214 units of 2-storey linked houses of which 75% had been sold as at 31 August 2002.  

The Polymer division achieved a higher turnover of RM27.64 million than the previous year’s quarter of RM24.85 million, due to the better plant utilization and management’s effort to gain greater market share in certain sectors. 

The Engineering division also recorded a higher turnover of RM66.65 million as compared to the previous year’s quarter of RM54.57 million as a result of the management’s concerted effort to secure sales amidst fierce competition in the overseas markets. 

The Group’s consolidated profit before tax for the current quarter was RM7.71 million. It represented an 84.1% increase than the RM4.19 million achieved in the same quarter in the preceding year. The increase was due to the higher profits before tax contributed by the Agricultural and Industrial Chemicals division, Property division and Polymer division and the return to profitability of the Building Products division in the current quarter.
As stated earlier, the Agricultural and Industrial Chemicals division’s profit increased due to the high price for its products.
The Property division and Polymer divisions both recorded higher profits before tax of RM 1.43 million (2002: loss before tax RM0.06 million) and RM3.52 million (2002: RM2.42 million) respectively in line with the higher turnover achieved in the current quarter. 

The Building Products division, which incurred a loss of RM2.94 million in the same quarter of the preceding year, returned to profitability in the current quarter with a profit before tax of RM340,000 as the loss making glass wool unit, Asian Pacific Insulation Corp. Inc, has been disposed in the last quarter of the preceding  year.
17. Subsequent Events

There were no material subsequent events at the date of this report.

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 prospects for the next quarter will continue to be affected by the economic and trading conditions prevailing in Malaysia and the region. Hence, the Directors would like to remain cautious about the performance of the Group for the next quarter.

20. Variance from Profit Forecasts

Not applicable as 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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