ANCOM BERHAD (Co. No. 8440-M)

Interim Financial Report for The Quarter Ended 31 May 2005


ANCOM BERHAD (Co. No. 8440-M)

Interim Financial Report for The Quarter Ended 31 May 2005


A. EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT – MALAYSIAN ACCOUNTING STANDARD BOARD (MASB) 26 PARA 16

1. 
Basis of preparation

This Interim Financial Report is unaudited and has been prepared in accordance with MASB 26 - Interim Financial Reporting and Appendix 9B of the Bursa Malaysia Securities Berhad (“Bursa Securities”) 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 2004.
The accounting policies and methods 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.

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 in the current quarter and the financial year to date. 

5. 
Material Changes in Estimates

There were no material changes in estimates of amounts reported in prior interim periods or previous financial years, which have a material effect in the results for the current quarter and the financial year to date.

6. 
Changes in Debts and Equity Securities


There were no issuance, cancellation, resale and repayments of debt and equity securities during the current quarter and the financial year to date except the following:
In the quarter under review, the Company purchased a total of 3,643,600 ordinary shares in the Company pursuant to Section 67A of the Companies Act, 1965, details of which are as follows :

	
	No. of

shares
	Lowest Price
	Highest

Price
	Average Price
	Total

Consideration

	
	
	RM
	RM
	RM
	RM

	March
	700,600
	0.685
	0.730
	0.7079
	499,664

	April
	265,000
	0.670
	0.700
	0.6891
	183,969

	May
	2,678,000
	0.590
	0.665
	0.6350
	1,708,088

	
	3,643,600
	
	
	
	2,391,721



During the financial year to date, the Company purchased a total of 7,142,200 ordinary shares in the Company for a total cost of RM5.29 million.  These shares are retained by the Company as Treasury Shares. Together with the 1,848,600 Treasury Shares held in the previous year, a total of 8,990,800 Treasury Shares at a total cost of RM6.76 million were held by the Company as at 31 May 2005 pursuant to Section 67A (3) (b) of the Companies Act, 1965.

7. 
Dividend 

Other than the final dividend of 3 sen less income tax for the financial year ended 31 May 2004 which was paid on 30 December 2004, the Company did not pay any other dividend since the end of the last financial year.

The total net amount of dividend paid was RM4.2 million.

8. Segmental Results

	

	
	Agricultural
	
	
	
	
	
	
	
	
	

	
	
	&
	Oil & Gas
	
	
	
	
	
	
	
	

	12-Month Ended
	Investment
	Industrial
	Engineering
	
	Property
	Information
	
	
	Building
	
	

	31 May  05
	Holdings
	Chemicals
	Services
	Logistic
	Development
	Technology
	Polymer
	Engineering
	Products
	Eliminate
	Consolidated

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

	Revenue
	
	
	
	
	
	
	
	
	
	
	

	External sales
	247
	590,351
	22,097
	41,652
	-
	3,163
	118,559
	305,619
	16,515
	
	1,098,203

	Inter-segment
	
	
	
	
	
	
	
	
	
	
	

	 Sales
	42,479
	21,361
	-
	 9,800
	-
	1,991
	135
	19
	
	(75,785))
	-



	
	
	
	
	
	
	
	
	
	
	
	

	Total
	42,726
	611,712
	22,097
	51,452
	
	5,154
	118,694
	305,638
	16,515
	(75,785))
	1,098,203

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Segment results
	(13,474)
)
	25,040
	(2,368)
	6,798
	-
	(2,356)
	3,373
	(2,168)
	(531)
	
	14,314

	Unallocated 
	
	
	
	
	
	
	
	
	
	
	

	 Corporate
	
	
	
	
	
	
	
	
	
	
	

	 Expenses
	
	
	
	
	
	
	
	
	
	
	(1,402)

	
	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	
	12,912

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(15,300)

	Share of results 
	
	
	
	
	
	
	
	
	
	
	

	 of associated
	
	
	
	
	
	
	
	
	
	
	

	 companies
	
	
	
	
	
	
	
	
	
	
	3,036

	
	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	
	 648

	Tax expense
	
	
	
	
	
	
	
	
	
	
	(13,078)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Loss after tax
	
	
	
	
	
	
	
	
	
	
	  (12,430)

	Minority interests
	
	
	
	
	
	
	
	
	
	
	12,560

	
	
	
	
	
	
	
	
	
	
	
	

	Net profit for 
	
	
	
	
	
	
	
	
	
	
	

	 the year
	
	
	
	
	
	
	
	
	
	
	 130 
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	Agricultural
	
	
	
	
	
	
	
	
	

	
	
	&
	Oil & Gas
	
	
	
	
	
	
	
	

	12-Month Ended
	Investment
	Industrial
	Engineering
	
	Property
	Information
	
	
	Building
	
	

	31 May  04
	Holdings
	Chemicals
	Services
	Logistic
	Development
	Technology
	Polymer
	Engineering
	Products
	Eliminate
	Consolidated

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

	Revenue
	
	
	
	
	
	
	
	
	
	
	

	External sales
	709
	506,064
	23,664
	43,885
	5,778
	3,380
	117,192
	261,755
	16,254
	
	978,681

	Inter-segment
	
	
	
	
	
	
	
	
	
	
	

	 Sales
	28,133
	30,887
	-
	5,291
	390
	648
	289
	
	
	(65,638)
	-

	
	
	
	
	
	
	
	
	
	
	
	

	Total
	28,842
	536,951
	23,664
	49,176
	6,168
	4,028
	117,481
	261,755
	16,254
	(65,638)
	978,681

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Segment results
	(2,729)
	9,023
	(10,023)
	6,451
	16,467
	(460)
	12,008
	25,167
	(737)
	
	55,167

	Unallocated 
	
	
	
	
	
	
	
	
	
	
	

	 Corporate
	
	
	
	
	
	
	
	
	
	
	

	  Expenses
	
	
	
	
	
	
	
	
	
	
	(2,981)

	
	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	
	52,186

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(15,435)

	Share of results 
	
	
	
	
	
	
	
	
	
	
	

	 of associated
	
	
	
	
	
	
	
	
	
	
	

	 Companies
	
	
	
	
	
	
	
	
	
	
	1,149

	
	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	
	37,900

	Tax expense
	
	
	
	
	
	
	
	
	
	
	(12,733)

	
	
	
	
	
	
	
	
	
	
	
	

	Profit after tax
	
	
	
	
	
	
	
	
	
	
	25,167

	Minority interests
	
	
	
	
	
	
	
	
	
	
	(9,338)

	
	
	
	
	
	
	
	
	
	
	
	

	Net profit for 
	
	
	
	
	
	
	
	
	
	
	

	 the year
	
	
	
	
	
	
	
	
	
	
	15,829


9.
Valuation of Property, Plant and Equipment

The carrying amounts of the Group’s land and buildings are recorded based on the revaluation amount determined by independent valuers in May 2005. Other than this, the values of plant and equipment have been brought forward, without amendments, from the audited financial statements for the financial year ended 31 May 2004.
10.
Events Subsequent to the Reporting Period

In July 2005, the Company completed the proposed renounceable rights issue of 97,771,983 warrants (“Warrants”) at an issue price of RM0.02 per Warrant on the basis of one (1) Warrant for every two (2) existing ordinary shares of RM1.00 each in the Company. The Warrants were listed on the Bursa Securities on 1 July 2005.

Other than the above, there were no material events subsequent to the reporting period.

11. 
Changes in the Composition of the Group

i.
In June 2004, Nylex (Malaysia) Berhad (“Nylex”) completed its capital reduction and capital consolidation exercise as well as the capital distribution of its entire shareholding in Tamco Corporate Holdings Berhad (“Tamco”) to the shareholders of Nylex on the basis of two (2) ordinary shares of RM0.50 each in Tamco for every one (1) ordinary share of RM1.00 each held in Nylex after the capital reduction and capital consolidation by Nylex. 


Tamco further undertook a special bumiputra issue involving 35,000,000 new ordinary shares of RM0.50 each to the Bumiputra directors of Nylex and Tamco and other Bumiputra investors at par for cash.


Consequently, Rhodemark Development Sdn Bhd’s (“RDSB”) shareholding in Tamco was reduced from 51.9% to 44.9%. RDSB is a 50.1% owned subsidiary of the Company.


Tamco was listed on the MESDAQ market of Bursa Securities on 6 July 2004.
ii. In July 2004, the sale and purchase agreement entered into between Nylex and Ancom on 3 September 2002 for the sale by Ancom of the entire equity interest in Perusahaan Kimia Gemilang Sdn Bhd (“PKG”), Fermpro Sdn Bhd, Kumpulan Kesuma Sdn Bhd and Wedon Sdn Bhd (collectively “Chemical Companies”), became unconditional and the 64,427,000 new Nylex ordinary shares of RM1.00 each issued by Nylex to the Company to satisfy the purchase consideration of RM64,427,000 were listed on the Bursa Securities on 14 July 2004.

Consequently, the Company’s effective interest in the Chemical Companies was reduced from 100% to 53.0% while its effective interest in Nylex increased from 26.0% to 53.0%.

iii. In September 2004, Tamco entered into a conditional sale and purchase agreement ("SPA") with Klaus Bodenstein, Heinz Dieter Max Franz Juette and Guenter Leonhardt ("Vendors") to acquire 600,000 ordinary shares of HKD1.00 each representing 60% equity interest of the issued and fully paid-up share capital of Decom Ltd (“Decom”) for a maximum cash consideration of EUR4.6 million, with the initial payment of EUR1.0 million payable within 14 days upon completion and the balance to be payable subject to the terms and conditions of the SPA being met.

The initial payment was made in November 2004.

iv. In December 2004, Nylex entered into a sale and purchase agreement with Rhodia UK Limited (“Rhodia”) to acquire 2,052,102 ordinary shares of RM1.00 each representing the entire equity interest in Rhodia Consumer Specialties Malaysia Sdn Bhd (which subsequently changed its name to Nylex Specialty Chemicals Sdn Bhd) and 255,002 ordinary shares of RM1.00 each representing 51% equity interest in Speciality Phosphates (Malaysia) Sdn Bhd for a total cash consideration of US$5.3 million (equivalent to RM20.14 million, based on the exchange rate of RM3.8 to US$1). 

The transactions were completed in March 2005. 

v.
In December 2004, Ancom Overseas Ventures Sdn Bhd, a wholly owned subsidiary of the Company, entered into a sale and purchase agreement to sell its entire 100,000 ordinary shares of RM1.00 each representing 20% equity in Transmare-Chemie (Malaysia) Sdn Bhd to Transmare-Chemie (Singapore) Pte Ltd to for cash consideration of RM1,000,000.  

The transaction was completed in February 2005.


vi.
In November 2004, Nylex and Malaysian Roofing Industries Sdn Bhd (“MRI”), a 70% owned subsidiary of Nylex, entered into an Asset Sale Agreement with AHI Roofing (Malaysia) Sdn Bhd (“AHI”) for the sale of certain assets of MRI relating to the business of manufacturing, trading, sale and supply of roofing tiles to AHI for an aggregate cash consideration of RM11.3 million. 

This transaction was completed in March 2005.

vii. In June 2004, the Company’s proposed re-organisation involving the acquisition by Synergy Trans-Link Sdn Bhd (“STL”) of its subsidiaries involving in the transportation and logistic business, namely, Ancom Ship Management Sdn Bhd, Synergy Concept Sdn Bhd, Synergy Point Sdn Bhd, Pengangkutan Cogent Sdn Bhd, SM Integrated Transware Pte Ltd and Ancom-ChemQuest Terminals Sdn Bhd (“ACQT”) was approved by the Securities Commission (“SC”) and the Foreign Investment Committee (“FIC”) subject to, inter-alia, the condition that ACQT, a 51%-owned subsidiary of the Company, is required to increase its bumiputra shareholding by 1.87% within two (2) years after the completion of the proposed acquisition by STL. 

This transaction, except for the increase in ACQT’s bumiputra’s shareholdings, was completed in March 2005. Upon completion of the transaction above, all the transportation and logistic companies in the Group named above became 100% owned subsidiaries of STL, other than ACQT which is 51% owned by STL. Ancom holds 73.4% equity in STL.
Other than the above, there were no material changes in the composition of the Group in the current quarter and the financial year to date.

12.
Changes in Contingent Liabilities

	
	Current Qtr

31 May 05
	Preceding

Quarter

28 Feb 05
	Changes

	
	RM’000
	RM’000
	RM’000

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


	3,405
	2,860
	545


B. 
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

1.
Review of Group Performance


For the current quarter under review, the Group recorded a 13% higher turnover of RM304.5 million compared with RM270.3 million achieved in the previous year’s quarter. It recorded a loss before taxation (LBT) of RM0.4 million, compared with a LBT of RM0.01 million in the same quarter last year. 


The higher turnover was due to the strong sale performance by the Industrial and Agricultural Chemicals division and the Polymer division in the current quarter. The LBT was due to the losses from the Engineering division, IT division and the Oil & Gas Engineering Services division. 


For the 12-month ended 31 May 2005, the Group’s turnover was higher by 12% at RM1,098.2 million, compared with RM978.7 million in the preceding year. However, the Group recorded a much lower profit before taxation (PBT) of RM0.6 million compared with a PBT of RM37.9 million achieved last year.


The higher turnover was due to the higher sales achieved by the Engineering division and the Industrial and Agricultural Chemicals division. Despite the higher sales, the Engineering division however suffered a substantial loss in the current financial year due to the unprecedented higher prices of steel and copper and the increase in prices of imported raw materials and components due to the weakening US Dollars against the Euro and Yen.  The loss was further aggravated by the provisions for doubtful debts, stock obsolescence and the write off of claims for variation orders from a project undertaken in Hong Kong. 


The PBT in the last financial year included the one-time gain on the disposal of the Group’s quoted investment and investment in an unquoted subsidiary. 


Material Change in Results
	
	Current Qtr

31 May 05
	Preceding Qtr

28 Feb 05
	Changes

	
	RM’000
	RM’000
	RM’000

	Consolidated turnover

Consolidated (loss)/profit before taxation
	304,473
(412) 
	255,764

318
	48,709

	
	
	
	(730)


For the quarter under review, the Group achieved a higher turnover of RM304.5 million as compared with RM255.8 million in the immediate proceeding quarter. It recorded a LBT of RM0.4 million as compared with a PBT of RM0.3 million in the immediate proceeding quarter.


The higher turnover was due to the strong sale performance by the Industrial and Agricultural Chemicals division and the Polymer division in the current quarter. The LBT was caused by the losses mentioned in Note B (1) above.
3. 
Next Year’s Prospects


In view of the difficult business condition in an uncertain environment, the Directors remain cautious about the Group’s results for the next financial year.
4.
Variance from Profit Forecasts
Not applicable as the Company did not provide any profit forecast and profit guarantee.
5.
Taxation

	
	Current Qtr

 31 May 05 

RM’000
	Cumulative 

Qtr Ended 

31 May 05

RM’000

	
	
	

	Current taxation
	
	

	- provision made
	5,084
	10,735

	- under/(over) provision in prior years
	  940
	(2,677)

	- share of taxation in associated companies
	297
	920

	
	6,321
	8,978

	Transfer todeferred taxation
	4,117
	4,100

	
	10,438
	13,078


 The Group’s effective tax rate is disproportionate to the statutory tax rate mainly due to the non-deductibility of certain expenses for tax purposes and the absence of group tax relief for losses suffered by certain subsidiaries.
6.
Sale of Unquoted Investments and/or Properties

In April 2005, PKG, a wholly-owned subsidiary of Nylex, entered into a Sale and Purchase Agreement with Unique Tiara Development Sdn Bhd (“UTD”) to sell to UTD a piece of land measuring 2,623.9 m2 in the Kuala Lumpur Town Center area together with a bungalow erected thereon for cash consideration of RM16.0 million.  Following the completion of the sale, the net gains arising from the sale amounting to RM8.0 million had been recognized in the income statement of the Group in the current quarter. 

Other than those disclosed in Note A (11) and above, there were no sales of unquoted investments and/or properties in the current quarter and the financial year to date.

7. 
Quoted Investments

In June 2004, the Company sold its quoted investment outside Malaysia and a loss of RM2.5 million was realised. A provision for diminution in the value of investment of the same amount was made in the account for the last financial year.

Other than the above, there were no purchases or disposals of quoted investments (other than quoted shares in subsidiary companies) during the current quarter and the financial year to date.

The details of the Group’s investments in quoted securities (other than quoted shares in subsidiary companies) as at the end of the current quarter were as follows:

	
	RM’000

	
	

	At cost 
	2,888



	At carrying value/book value
	2,888

	
	

	At market value
	1,199

	
	


8. 
Status of Corporate Proposals

There were no corporate proposals announced by the Company which are not completed as at the date of this Interim Financial Report.

9. 
Off Balance Sheet Financial Instruments

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

10. 
Changes in Pending Material Litigation

There was no material litigation pending as at the date of this Interim Financial Report.

11.
Dividend

The Directors are proposing a non tax-exempt final dividend for the current financial year in the form of distribution of one (1) Treasury Share for every twenty (20) existing ordinary shares of RM1.00 each held, fraction of a Treasury Share is to be disregarded, subject to the approval of the Company’s shareholders at the annual general meeting of the Company at a date to be announced.

In the last financial year, a final dividend of 3 sen less income tax at 28% was declared and paid.

12.
Group’s Borrowings

	
	
	As at Qtr Ended

31 May 05

RM’000

	Short Term Borrowings
	

	-  Secured
	

	
	Ringgit Malaysia

Singapore Dollars
	12,049

10,071

	
	22,120

	- Unsecured
	

	
	Ringgit Malaysia

United States Dollars

Australian Dollars

Singapore Dollars

Hongkong Dollars

Euro Dollars
	151,07913,294

11,190

1,806

3,837

4,782

	
	185,988



	Long Term Borrowings
	

	-  Secured
	

	
	Ringgit Malaysia

Singapore Dollars
	103,751

8,351

	
	112,102

	- Unsecured
	

	
	Ringgit Malaysia

Singapore Dollars


	19,812

270

	
	
	20,082

	
	
	

	
	Total Borrowings
	340,292


13. Earnings Per Share (“EPS”)
The basic EPS is calculated by dividing the Group’s net profit for the quarter with the weighted average number of ordinary shares in issue during the quarter, as follows:

	
	Current

quarter

ended

31 May 05
	Preceding

quarter

ended

31 May 04
	Cumulative

quarter

ended

31 May 05
	Cumulative

quarter

ended

31 May 04

	i.
	Net (loss) / profit for the quarter (‘000)


	(6,000))
	(8,442)
	130
	15,829



	ii.
	Weighted average number of ordinary shares in issue (‘000)


	197,411
	196,619
	198,327
	196,303

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


	(3.04)
	(4.29)
	0.07
	8.06


By order of the Board

Wong Wei Fong

Choo Se Eng

Secretaries

Petaling Jaya

28 July 2005
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