ANCOM BERHAD (8440-M)

(Incorporated in Malaysia)

Interim Financial Report for the Quarter Ended 28 February 2003
A. EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT – MASB26 PARA 16

1. 
Basis of preparation

This interim financial report is unaudited and has been prepared in accordance with MASB26, Interim Financial Reporting and Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements. It should be read in conjunction with the most recent audited financial statements of the Group for the financial year ended 31 May 2002.
The accounting policies and method of computation adopted by the Group in this interim financial report are consistent with those used in the audited financial statements of the Group for the financial year ended 31 May 2002.
2. 
Audit Report of the Preceding Audited Financial Statements

The Audit Report for the Group’s most recent audited financial statements was not qualified.
3. 
Seasonal or Cyclical Factors

The business operations of the Group were not materially affected by any seasonal or cyclical factors.
4. 
Unusual Items Affecting the Assets, Liabilities, Equity, Net Income or Cash Flows

There were no items affecting the Group’s assets, liabilities, equity, net income or cash flows that are material and unusual because of their nature, size or incidence.

5. 
Material Changes in Estimates

There were no material changes in estimates of amounts reported in prior interim periods or in previous financial years which have a material effect in the current year-to-date.
6. 
Changes in Debts and Equity Securities

Other than the 4,000 new ordinary shares of RM1.00 each issued in June 2002 pursuant to the Ancom Berhad Employee’s Share Option Scheme (“ESOS”) as reported in the prior interim financial reports, there were no issuance, cancellation, repurchase, resale and repayments of debt and equity securities during the financial year-to-date.

7. 
Dividend 

The Company has not declared any dividend since the end of the previous financial year.

8. 
Segmental Results

	
	-- Cumulative Qtr Ended 28 Feb 03 ---

	
	Turnover
	Profit/(Loss) Before Tax
	Total Assets Employed

	
	RM’000
	RM’000
	RM’000

	Major segments by industry
	
	
	

	
	
	
	

	Investment Holding
	385
	(4,789)
	99,873

	Agricultural & Industrial Chemicals 
	311,404
	8,079
	166,733

	Oil & Gas Engineering Services
	27,095
	(973)
	57,418

	Logistics & Warehousing
	21,522
	1,391
	104,843

	Property Development
	14,507
	6,888
	41,227

	Information Technology
	3,674
	(3,587)
	30,029

	Polymer
	79,940
	10,308
	125,998

	Engineering
	186,188
	6,727
	311,811

	Building Products
	10,481
	2,174
	15,448

	Others
	-
	(8)
	1

	
	655,196
	26,210
	953,381

	Share of results of associated companies
	-
	(336)
	-

	
	655,196
	25,874
	953,381

	
	
	
	

	
	
	
	

	Major segments by geographical location
	
	
	

	
	
	
	

	Malaysia
	541,854
	28,198
	754,135

	Singapore
	26,274
	1,353
	73,974

	China
	10,924
	(2,900)
	50,525

	Hong Kong
	30,908
	(1,022)
	22,869

	Australia
	28,853
	(410)
	36,902

	Indonesia
	16,383
	991
	14,947

	Other countries
	-
	-
	29

	
	655,196
	26,210
	953,381

	Share of results of associated companies
	-
	(336)
	-

	
	655,196
	25,874
	953,381

	
	
	
	


9. 
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward, without amendments, from the audited financial statements for the financial year ended 31 May 2002.
10.
Events Subsequent to the Reporting Period

There were no material events subsequent to the end of the current quarter up to the date of this interim financial report that has not been reflected in this interim financial report.
11. 
Changes in the Composition of the Group

	In addition to the acquisitions of 50.96% equity in SM Integrated Transware Pte Ltd (“SMIT”) and the acquisition of the entire equity in MSB Solutions Sdn Bhd respectively as reported in the previous interim financial report, the Company announced on 30 April 2003 that its wholly owned subsidiary, Syarikat Wandeerfull Sdn Bhd (“SWSB”), has entered into two (2) separate share sale agreements with Pasir Ara Sdn Bhd  and Polystreame Plastic Industry Sdn Bhd for the sale of its entire 70% equity made up of 350,000 ordinary shares of RM1.00 each in Wandeerfull Property & Development Sdn Bhd (“WPDSB”) for a total cash consideration of RM4,791,000 upon the terms and conditions stated in the share sale agreements. Upon the completion of the proposed disposal, WPDSB will cease to be a subsidiary of SWSB.

Other than the above, there were no material changes in the composition of the Group during the current financial year-to-date.


12.
Changes in Contingent Liabilities

	
	Current Qtr

28 Feb 03
	Financial

Year Ended
31 May 02
	Changes

	
	RM’000
	RM’000
	RM’000

	Corporate guarantees extended by the Company in support of credit facilities utilised by the subsidiary companies


	18,056
	22,066
	(4,010)


B. ADDITIONAL INFORMATION REQUIRED BY THE KLSE LISTING REQUIREMENTS

1. Review of Group’s Performance
	The Group achieved a significantly higher consolidated turnover of RM655.20 million and a consolidated profit before tax of RM25.87 million for the 9-month ended 28 February 2003, as compared to a consolidated turnover of RM531.43 million and a consolidated profit before tax of RM21.20 million (before the one time write off and provision for diminution in the value of investments amounting to RM33.27 million and RM23.55 million respectively) in the same period for the preceding year.

The higher consolidated turnover and profit before tax were due mainly to:

i).   the stronger demand from the overseas markets for the Group’s Agricultural and Industrial Chemical products in the current quarter which resulted in higher prices and better profit margins for their products;

ii).  the better demand for the Engineered Polymer products from the infrastructure construction sector and sales of higher value Polymer products to the export markets; and

iii). the completion of substantial orders by the Engineering division during the current quarter. 




2. Material Change in Results
	
	Current Qtr

28 Feb 03
	Preceding Qtr

30 Nov 02
	Changes

	
	RM’000
	RM’000
	RM’000

	Consolidated turnover

Consolidated profit before tax


	234,353

14,616
	208,302

3,550
	26,051

11,066

	Apart from the higher sales and profit before tax recorded by the Agricultural and Industrial Chemicals division and the Engineering division as mentioned in Paragraph 1 above, the higher profit before tax was also due to the better results obtained by the Oil & Gas Engineering division which recorded a profit before tax of RM1.00 million as compared with a loss before tax of RM2.08 million (arising from the impairment of assets) in the immediate preceding quarter.


3. 
Current Year’s Prospects

The Directors are of the opinion that, barring unforeseen circumstances, the Group’s consolidated turnover and profit before tax for the current financial year will be better than that of the previous financial year.

4. Variance from Profit Forecasts
Not applicable as the Company did not give any profit forecast and profit guarantee.

5. 
Taxation

	
	Cumulative 

Qtr Ended 

28 Feb 03

RM”000

	
	

	Current taxation
	

	- cumulative quarter provision
	12,893

	- under provision in prior years
	     458

	- share of taxation in associated companies
	    270

	
	13,621

	Transfer to/(from) deferred taxation
	   (895)

	
	 12,726

	
	



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.

6. 
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.

7. 
Quoted Investments


There were no purchases or disposals of quoted securities during the current quarter and financial year–to-date. 


The details of the Group’s investment in quoted securities as at the end of the current quarter were as follows:

	
	Current 

Qtr Ended 

28 Feb 03

RM’000

	
	

	At cost and carrying value/book value
	178,515

	
	

	At market value
	87,734


8. 
Status of Corporate Proposals

	i)
	There is no change in the status of the proposed private placement as announced in the last interim financial report.



	ii)
	As mentioned in the last interim financial report, Nylex (Malaysia) Berhad (“Nylex”), a subsidiary, is proposing to undertake a capital restructuring and capital distribution of its investment in its wholly-owned subsidiary, Tamco Corporate Holdings Berhad, to its shareholders. It was also mentioned in the last interim financial report that the Company has entered into a conditional sale and purchase agreement (“SPA”) with Nylex for the proposed disposal of the entire equity interest in its wholly-owned subsidiaries, namely, Perusahaan Kimia Gemilang Sdn Bhd, Fermpro Sdn Bhd, Kumpulan Kesuma Sdn Bhd and Wedon Sdn Bhd (“Chemical Companies”) to Nylex for a total sale consideration of RM64,427,000 to be satisfied by the issuance of 128,854,000 new ordinary shares at a proposed par value of RM0.50 each in Nylex at par.



	iii)
	On 20 February 2003, the Company entered into a supplemental agreement with Nylex to vary certain terms and conditions of the conditional SPA (“Supplemental Agreement”). Amongst other, the number of shares to be issued by Nylex to satisfy the purchase consideration for the Chemical Companies has been changed to 64,427,000 new ordinary shares of RM1.00 each instead of 128,854,000 new ordinary shares of RM0.50 each.



	
	The proposed transactions in ii) above are inter-conditional upon each other. They are further subject to Nylex obtaining the approvals of the Securities Commission (“SC”), the High Court of Malaya, the Foreign Investment Committee (“FIC”), the Kuala Lumpur Stock Exchange, the Ministry of International Trade and Industry (“MITI”), its shareholders and other relevant authorities, if any, and the fulfillment of all the other conditions precedent as stated in the conditional SPA and the Supplemental Agreement.
The proposed transactions are further subject to the approvals being obtained by the Company from the SC for a waiver being granted to the Company and parties acting in concert from undertaking the mandatory general offer obligations for the remaining ordinary shares in Nylex not already owned by them. They are further subject to the approvals of the Company’s shareholders.

During the current quarter, Nylex announced that it had already obtained the approvals of the SC, FIC and MITI subject to conditions.

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




9.
Group’s Borrowings

	
	
	As at Qtr Ended 

28 Feb 03

RM’000

	Short Term Borrowings
	

	-  Secured
	

	
	· Ringgit Malaysia

· United States Dollars

· Singapore Dollars

· Hongkong Dollars


	52,665

927

2,315

2,857

58,764

	- Unsecured
	

	
	· Ringgit Malaysia

· United States Dollars

· Australian Dollars

· Singapore Dollars

· Hongkong Dollars


	182,595

13,810

19,355

3,626

1,456

279,606



	Long Term Loans
	

	-  Secured
	

	
	· Ringgit Malaysia

· Singapore Dollars

· Hongkong Dollars


	27,566

12,830

496

40,892

	- Unsecured
	

	
	· Ringgit Malaysia


	9,710

50,602




10. 
Off Balance Sheet Financial Instruments

The Group did not issue any financial instruments with off balance sheet risk during the current quarter and financial year-to-date.

11. 
Changes in Pending Material Litigation

There was no material litigation pending as at the date of this interim financial report.

12. 
Dividend

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

13. (Loss)/Earnings Per Share (“EPS”)
Basic EPS is calculated by dividing the Group’s net profit/(loss) for the period divided by the weighted average number of ordinary shares in issue during the period, as follows :

	
	Current

quarter

ended

28 Feb 03
	Preceding

quarter

ended

28 Feb 02
	Current

9-month

ended

28 Feb 03
	Preceding

9-month

ended

28 Feb 02

	i)
	Net profit/(loss) for the period (‘000)


	3,779
	960
	3,931
	(14,081)

	ii)
	Weighted average number of ordinary shares in issue

(‘000)


	117,712
	119,632


	118,179
	119,463

	iii)
	Basic earnings/(loss) per share (sen)


	3.21
	0.80
	3.33
	(11.79)

	The fully diluted EPS, assuming the exercise of the remaining options in full under the ESOS, is anti-dilutive.


By order of the Board,

Nandita KK Choudhury

Choo Se Eng

Secretaries

30 April 2003
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