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A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT FOR THE QUARTER ENDED 30 NOVEMBER 2005 

1. 
Basis of preparation

This Interim Financial Report is unaudited and has been prepared in accordance with Financial Reporting Standards (“FRS”) 1342004 - 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 2005.
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 2005.

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:
i).   In the quarter under review, the Company purchased a total of 4,152,800 ordinary shares in the Company pursuant to Section 67A of the Companies Act, 1965, details of which are as follows :

	Date
	No. of Shares


	Highest Price

(RM)


	Lowest Price

(RM)
	Average Price

(RM)
	Total Consideration

(RM)

	September 2005
	772,600
	0.670
	0.615
	0.640
	496,876

	October 2005
	2,367,400
	0.695
	0.630
	0.673
	1,599,352

	November 2005
	1,012,800
	0.740
	0.675
	0.696
	708,247

	TOTAL
	4,152,800
	
	
	
	2,804,475


Notes : The consideration is inclusive of brokerage and other clearing fees.

ii).
In November 2005, the Company distributed 9,298,797 Treasury Shares to its shareholders as share dividend.

As at 30 November 2005, a total of 8,237,803  Treasury Shares at a total cost of RM5.4 million were held by the Company pursuant to Section 67A (3) (b) of the Companies Act, 1965.

iii).
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.


The salient features of the warrants are as follows:

	

	
	

	Form
	:
	The Warrants are issued in registered form 

	
	
	

	Exercise Period
	:
	Three (3) years commencing from and inclusive of the date of issue of the Warrants and may be exercised at any time after the date of issue of the Warrants. Warrants not exercised during the exercise period will thereafter lapse and cease to be valid

	
	
	

	Exercise Price
	:
	The exercise price of the Warrants is fixed at RM1.00, being the par value of Ancom Shares

	
	
	

	Exercise Rights
	:
	Each Warrant entitles the holder to subscribe for one (1) new Ancom Share at the Exercise Price at any time during the Exercise Period

	
	
	

	Mode of Exercise
	:
	The registered holder of the Warrant shall pay cash for the Exercise Price when subscribing for the new Ancom Shares

	
	
	

	Ranking of the new Ancom Shares
	:
	The new Ancom Shares to be issued upon the exercise of the Warrants, shall upon allotment and issue, rank pari passu in all respects with the existing ordinary shares except that they shall not be entitled to any dividends, rights, allotments, and/or other distributions, the entitlement date of which precedes the allotment date of the new Ancom Shares arising from the exercise of the Warrants

	
	
	

	Listing
	:
	The Warrants are quoted on Bursa Securities. Application will be made to the Bursa Securities for the admission, listing of and quotation for the new Ancom Shares arising from the exercise of the Warrants

	
	
	

	Board lot 
	:
	The Warrants are tradable in board lots of 100 Warrants

	
	
	

	Deed Poll
	:
	The Warrants are constituted by a Deed Poll to be executed by Ancom

	
	
	

	Governing law
	:
	The laws of Malaysia



Other than the above, there were no issuance, cancellation, repurchase, resale and repayments of debt and equity securities during the current quarter and financial year to date.

7. Dividend 

Since the end of the previous financial year, the Company had not declared or paid any dividend other than the final dividend of approximately 5 sen (net of 28% income tax) for the previous financial year in the form of distribution of one (1) Treasury Share for every twenty (20) existing ordinary shares of RM1.00 each held in the Company, fraction of a Treasury Share is to be disregarded. A total of 9,298,797 Treasury Shares were distributed on 25 November 2005 to the Company’s shareholders.

8. 
Segmental Results

	
	
	Agricultural
	
	
	
	
	
	
	
	
	

	6-Month Ended
	
	&
	Oil & Gas
	
	
	
	
	
	
	
	

	30 November 05
	Investment
	Industrial
	Engineering
	
	Property
	Information
	
	
	Building
	
	

	
	Holdings
	Chemicals
	Services
	Logistic
	Development
	Technology
	Polymer
	Engineering
	Products
	Eliminate
	Consolidated

	Revenue
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	
	
	

	External sales
	85
	313,772
	10,000
	24,111
	-
	709
	66,406
	185,707
	4,004
	
	604,794

	Inter-segment
	
	
	
	
	
	
	
	
	
	
	

	 sales
	5,934
	7,630
	-
	2,034
	-
	546
	
	
	
	(16,144)
	-

	
	
	
	
	
	
	
	
	
	
	
	

	Total
	6,019
	321,402
	10,000
	26,145
	-
	1,255
	185,707
	66,406
	4,004
	(16,144)
	604,794

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Segment results
	(4,809)
	12,315
	6,416
	1,561
	-
	(888)
	8,228
	3,528
	(103)
	
	26,248

	Unallocated 
	
	
	
	
	
	
	
	
	
	
	

	 corporate
	
	
	
	
	
	
	
	
	
	
	

	expense
	
	
	
	
	
	
	
	
	
	
	(735)

	
	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	
	25,513

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(8,074)

	Share of results 
	
	
	
	
	
	
	
	
	
	
	

	 of associated
	
	
	
	
	
	
	
	
	
	
	

	 companies
	
	
	
	
	
	
	
	
	
	
	(1,580)

	
	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	
	15,859

	Tax expense
	
	
	
	
	
	
	
	
	
	
	(6,535)

	
	
	
	
	
	
	
	
	
	
	
	

	Profit from
	
	
	
	
	
	
	
	
	
	
	

	ordinary  activities
	
	
	
	
	
	
	
	
	
	
	9,324

	Minority interests
	
	
	
	
	
	
	
	
	
	
	(7,835)

	
	
	
	
	
	
	
	
	
	
	
	

	Net profit for 
	
	
	
	
	
	
	
	
	
	
	

	 the Period
	
	
	
	
	
	
	
	
	
	
	1,489


	
	
	Agricultural
	
	
	
	
	
	
	
	
	

	6-Month Ended
	
	&
	Oil & Gas
	
	
	
	
	
	
	
	

	30 November 04
	Investment
	Industrial
	Engineering
	
	Property
	Information
	
	
	Building
	
	

	
	Holdings
	Chemicals
	Services
	Logistic
	Development
	Technology
	Polymer
	Engineering
	Products
	Eliminate
	Consolidated

	Revenue
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	
	
	

	External sales
	157
	275,586
	10,856
	23,257
	-
	1,885
	58,742
	157,992
	9,491
	-
	537,966

	Inter-segment
	41,225
	10,495
	-
	3,438
	-
	1,449
	279
	938
	-
	(57,824)
	-

	 sales
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Total
	41,382
	286,081
	10,856
	26,695
	-
	3,334
	59,021
	158,930
	9,491
	(57,824)
	537,966

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Segment results
	(9,842)
	10,363
	(583)
	3,838
	-
	(687)
	3,032
	(616)
	(348)
	-
	5,157

	Unallocated 
	
	
	
	
	
	
	
	
	
	
	

	 corporate
	
	
	
	
	
	
	
	
	
	
	(3)

	 expenses
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	
	5,154

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(7,405)

	Share of results 
	
	
	
	
	
	
	
	
	
	
	

	 of associated
	
	
	
	
	
	
	
	
	
	
	2,993

	 companies
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	
	  742

	Tax expense
	
	
	
	
	
	
	
	
	
	
	(2,475)

	
	
	
	
	
	
	
	
	
	
	
	

	Loss from
	
	
	
	
	
	
	
	
	
	
	

	ordinary activities activities
	
	
	
	
	
	
	
	
	
	
	(1,733)

	Minority interests
	
	
	
	
	
	
	
	
	
	
	7,658

	
	
	
	
	
	
	
	
	
	
	
	

	Net profit for 
	
	
	
	
	
	
	
	
	
	
	

	 the Period
	
	
	
	
	
	
	
	
	
	
	5,925


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 2005.
10.
Events Subsequent to the Reporting Period

There were no significant events subsequent to the reporting period.

11. 
Changes in the Composition of the Group

In July 2005, Ancom & Energy Services Sdn Bhd (“AES”), a 50.2% owned subsidiary, entered into a Shares Sale Agreement to sell its entire 4,250,000 ordinary shares of RM1 each representing 85% equity in Tubex Sdn Bhd for cash consideration of RM16.5 million. The transaction has been completed at an adjusted cash consideration of RM16.3 million.

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

30 November 05
	Financial

Year Ended
31 May 05
	Changes

	
	RM’000
	RM’000
	RM’000

	Bills discounted with banks
	1,948
	924
	1,024

	Potential performance – based consideration for acquisition

	16,700
	16,700
	0

	Total
	18,648
	17,624
	1,024


B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING 
REQUIREMENTS

1. Review of Group’s Performance

For the current quarter under review, the Group recorded a 14.3% higher turnover of RM296.3 million as compared with RM259.2 million achieved in the same quarter last year. It recorded a consolidated profit before taxation (“PBT”) of RM7.5 million, compared with a PBT of RM1.0 million for the same quarter last year. 


The higher turnover and PBT were due to the better sale performances and profit contributions by the Industrial and Agricultural Chemicals division, the Polymer division and the Engineering division in the current quarter.


Although the Group as a whole recorded a higher PBT in the current quarter as compared to the preceding year’s quarter, the higher tax charges and the higher minority share of the profits of the subsidiary companies contributed to the net loss attributable to shareholders in the current quarter.
2. Material Change in the Results for the Current Quarter as Compared with the Immediate Preceding Quarter

The Group recorded a consolidated PBT of RM7.5 million in the current quarter as compared with a consolidated PBT of RM8.4 million in the immediate preceding quarter. The loss on disposal of a ship amounting to RM1.8 million contributed to the lower PBT in the current quarter.
3. 
Next Quarter’s Prospects


Barring unforeseen circumstances, the Directors remain cautiously optimistic about the Group’s results for the next quarter and the remaining quarters of the 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

 30 Nov 05 

RM’000
	Cumulative 

Qtr Ended 

30 Nov 05

RM’000

	
	
	

	Current taxation
	
	

	- provision made
	4,423
	7,057

	- under/(over) provision in prior years
	4
	(26)

	- share of taxation in associated companies
	-
	45

	
	4,427
	7,076

	Transfer to/(from) deferred taxation
	197
	(541)

	
	4,624
	6,535


The tax charges for the current quarter and the cumulative quarter reflect an effective tax rate which was higher than the statutory rate. This was mainly due to the tax losses in certain subsidiary companies which cannot be set off against the taxable profits of the other subsidiary companies.
6. 
Sale of Unquoted Investments and/or Properties

Other than that disclosed in Note A11 above, there were no sales of unquoted investments and/or properties in the current quarter and the financial year to date.
7. 
Quoted Investments

The detail of purchases and disposals of quoted investments as at the end of the current quarter were as follows:-

	
	RM’000

	
	

	Sales proceeds
	  283

	Less: Purchase consideration
	(266)

	
	

	Profit on disposal
	    17

	
	


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 
	4,968

	At carrying value/book value
	4,533

	
	

	At market value
	2,912

	
	


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

11. Dividend

The Directors do not propose the payment of any interim dividend for the financial year ending 31 May 2006.

12.
Group’s Borrowings
	
	
	As at Qtr Ended

30 November 05

RM’000

	Short Term Borrowings
	

	-  Secured
	

	
	Ringgit Malaysia

Singapore Dollars
	34,326

1,571

	
	35,897

	- Unsecured
	

	
	Ringgit Malaysia

United States Dollars

Australian Dollars

Singapore Dollars

Hongkong Dollar

Euro Dollar
	137,085

9,531

10,853

4,925

5,884

5,473

	
	173,751


	Long Term Borrowings
	

	-  Secured
	

	
	Ringgit Malaysia

Singapore Dollars
	86,791

8,455

	
	95,246

	- Unsecured
	

	
	Ringgit Malaysia

Singapore Dollars
	1,240

245

	
	
	1,485

	
	Total Borrowings
	306,379


13.
(Loss)/Earnings Per Share 
Basic (loss)/earnings per share
The calculation of basic (loss)/earnings per share was based on the net loss attributable to ordinary shareholders for the current quarter of RM1,133,000 (2004: net profit of RM5,178,000), divided by the weighted average number of ordinary shares in issue during the current quarter of 190,310,000 shares (2004: 200,991,000 shares).

Fully diluted (loss)/earnings per share
The fully diluted (loss)/earnings per share is not disclosed as it is antidilutive.

By order of the Board

Wong Wei Fong

Choo Se Eng

Secretaries

Petaling Jaya

26 January 2006
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