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ANCOM BERHAD
(Company No. 8440-M)

Incorporated in Malaysia

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT FOR THE QUARTER ENDED 31 MAY 2007 

1. 
Basis of preparation

This Interim Financial Report (“Report”) is unaudited and has been prepared in accordance with Financial Reporting Standards (“FRS”) 1342004 - Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).

The Interim Financial Report should be read in conjunction with the Audited Financial Statements of the Group for the financial year ended 31 May 2007. These Explanatory Notes provide an explanation of events and transactions that are significant to the understanding of the changes in the financial position and performance of the Group since the financial year ended 31 May 2007.
The significant accounting policies adopted by the Group in this Report are consistent with those used in the Audited Financial Statements of the Group for the financial year ended 31 May 2007 except for the adoption of the following new/revised FRS effective for the financial year beginning 1 June 2007:

FRS 117

Leases

FRS 124

Related Party Disclosure

The principal effects of changes in accounting policies resulting from the adoption of the following FRS are discussed below:

FRS 117: Leases

Prior to 1 June 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The upfront payments made for the leasehold land represents prepaid lease payments and are amortized on a straight-line basis over the lease term.

The Group has applied the change in accounting policy relating to the leasehold land in accordance with the transitional provisions of FRS 117. At 1 June 2007, the unamortized amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments. The reclassification of the leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative amounts as at 31 May 2007 have been restated as follows:-

	
	Previously stated

RM’000
	Adjustments

FRS 117

RM’000
	Restated

RM’000

	At 31 May 2007


	
	
	

	Property, plant and equipment
	280,018
	(50,483)
	229,535

	Prepaid lease payments
	-
	50,483
	50,483


2. 
Audit Report of the Preceding Audited Financial Statements

The audit report for the Group’s Audited Financial Statements for the financial year ended 31 May 2007 was not qualified.
3. 
Seasonal or Cyclical Factors

The interim 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

The Group’s assets, liabilities, equity, net income or cash flows were not affected by items that are material and unusual because of their nature, size or incidence in the first quarter. 

5. 
Material Changes in Estimates

There were no material changes in estimates that have a material effect in the results for the first quarter.

6. 
Changes in Debts and Equity Securities


In the first quarter, the Company did not purchased any ordinary shares in the Company pursuant to Section 67A of the Companies Act, 1965. The Company disposed 562,300 Treasury Shares for RM0.59 million cash in the open market, resulting in a surplus of RM191,000 which has been credited to the Share Premium account. Details of the Treasury Shares sold are as follows:-

	Date
	No. of Treasury Shares

Sold
	Highest Price

(RM)


	Lowest Price

(RM)
	Average Price

(RM)
	Total Consideration

Received

(RM’000)

	Jun 2007
	458,300
	1.050
	1.040
	1.040
	476

	Aug 2007
	104,000
	1.060
	1.050
	1.048
	109



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

As at 31 August 2007, a total of 4,745,727 Treasury Shares at a total cost of RM3.3 million were held by the Company pursuant to Section 67A (3) (b) of the Companies Act, 1965.

Other than the above, there were no issuance, cancellation, repurchase, resale and repayments of debt and equity securities during the first quarter.

7.
Dividend Paid

On 31 July 2007, Company had declared an interim cash dividend of 5 sen, less income tax, in respect of the financial year ended 31 May 2007. This interim cash dividend was paid on 14 September 2007.

8. Segmental Results

	
	
	
	
	
	
	
	
	
	
	
	

	3-Month Ended 
	
	
	
	Oil & Gas
	
	
	
	
	
	
	

	31 August 07
	Investment
	Agricultural 
	Industrial
	Engineering
	
	Information
	
	
	Building
	
	

	
	Holdings
	Chemicals
	Chemicals
	Services
	Logistic
	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
	 50
	27,381
	406,640
	1,722
	13,223
	9,759
	 34,254
	 99,637
	1,742
	
	  594,408

	Inter-segment 
	
	
	
	
	
	
	
	
	
	
	

	 Sales
	    272
	 5,958
	138
	-
	  535
	  656
	3
	-
	-
	( 7,562)
	-

	
	
	
	
	
	
	
	
	
	
	
	

	Total
	      322
	         33,339
	406,778
	1,722
	13,758
	10,415
	 34,257
	 99,637
	1,742
	( 7,562)
	  594,408

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Segment results
	(3,774)
	1,103
	9,299
	(235)
	2,049
	    216
	1,215
	 6,597
	117
	  
	16,587  83,596

	Unallocated 
	
	
	
	
	
	
	
	
	
	
	

	 corporate expenses
	
	
	
	
	
	
	
	
	
	
	1,750

	
	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	
	18,337

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(5,690)

	Share of results of
	
	
	
	
	
	
	
	
	
	
	

	 associated  companies
	
	
	
	
	
	
	
	
	
	
	(188)

	
	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	
	12,459

	Tax expense
	
	
	
	
	
	
	
	
	
	
	(2,774)

	
	
	
	
	
	
	
	
	
	
	
	

	Profit for the period
	
	
	
	
	
	
	
	
	
	
	 9,685

	
	
	
	
	
	
	
	
	
	
	
	


8. Segmental Results (continue)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Oil & Gas
	
	
	
	
	
	
	

	3-Month Ended
	Investment
	Agricultural 
	Industrial
	Engineering
	
	Information
	
	
	Building
	
	

	31 August 2006
	Holdings
	Chemicals
	Chemicals
	Services
	Logistic
	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

	Revenue
	
	
	
	
	
	
	
	
	
	
	

	External sales
	64
	16,040
	163,960
	994
	12,603
	419
	34,291
	109,257
	2,013
	
	339,641

	Inter-segment
	
	
	
	
	
	
	
	
	
	
	

	 Sales
	61
	4,721
	146
	-
	1,110
	345
	-
	-


	-
	(6,383)
	-

	
	
	
	
	
	
	
	
	
	
	
	

	Total
	125


	20,761
	164,106
	994
	13,713
	764
	34,291
	109,257
	2,013
	(6,383)
	339,641

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Segment results
	(2,697)
	730
	6,089
	(228)
	1,303
	(362)
	2,488
	7,714
	187
	
	15,224

	Unallocated 
	
	
	
	
	
	
	
	
	
	
	

	 corporate Expenses
	
	
	
	
	
	
	
	
	
	
	(898)

	
	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	
	14,326

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(4,049)

	Share of results of 
	
	
	
	
	
	
	
	
	
	
	

	 Associated companies


	
	
	
	
	
	
	
	
	
	
	103

	
	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	
	10,380

	Tax expense
	
	
	
	
	
	
	
	
	
	
	(4,771)

	
	
	
	
	
	
	
	
	
	
	
	

	Profit for the period
	
	
	
	
	
	
	
	
	
	
	5,609

	
	
	
	
	
	
	
	
	
	
	
	


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 2007.
Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any.
10.
Events Subsequent to the Reporting Period

(i).
On 11 October 2007, Tamco Corporate Holdings Berhad (“Tamco”), a subsidiary, entered into a conditional shares sale agreement with Larsen & Toubro Limited (“L&T”) to dispose of its switchgear business for a total consideration of RM378.0 million (“Proposed Disposals”). The Proposed Disposals will be carried out via the disposal of Tamco’s entire equity interests in four subsidiaries, namely, Tamco Switchgear (Malaysia) Sdn Bhd (“TSM”), Tamco Shanghai Switchgear Co Ltd, Tamco Electrical Industries Australia Pty Ltd and PT Tamco Indonesia.

As at the date of this Report, the Proposed Disposals have not been completed pending the fulfilment of certain conditions precedent and approvals from the relevant authorities, shareholders and financiers of Tamco and shareholders of the Company; and

(ii).
On 12 October 2007, Ancom entered into an subscription agreement with Wheel Sport Management Sdn Bhd (“WSM”), YAM Tengku Shaharin Abu Bakar Bin Tengku Suleiman and YM Raja Nor Mazli Binti Raja Mohar for the subscription of 104,000 new ordinary shares of RM1 each representing 51% of the enlarged share capital of WSM for cash consideration of RM104,000. 



As at the date of this Report, this transaction has been completed.

Other than the above, there were no significant events subsequent to the first quarter. 

11. 
Effects of Changes in Composition of the Group

During the first quarter, the Group

(i) completed the purchase of an additional 10,300,114 ordinary shares of RM1 each representing 9.6% equity interest in Rhodemark Development Sdn Bhd (“RDSB”) for cash consideration of RM6,195,000. Consequently, Ancom’s shareholding in RDSB increased from 50.1% to 59.7%.

RDSB is an investment holding company. Its principal assets are 14.2% equity interest in Nylex (Malaysia) Berhad (“Nylex”) and 44.9% equity in Tamco; and

11. 
Effects of Changes in Composition of the Group (continue)

(ii)
completed the purchase of 2 ordinary shares of RM1 each representing 100% equity interest in Rentas Cabaran Sdn Bhd (“RCSB”) for cash consideration of RM2. 

RCSB is principally an investment holding company. Its principal asset is its 24.9% equity interest in Meru Utama Sdn Bhd (“MUSB”), an associate of the Company.

Following the completion of the acquisition, RCSB became a 100% owned subsidiary of Ancom, and MUSB became a 54.9% owned subsidiary of the Group. 

The Company subsequently subscribed for 9,000 new ordinary shares of RM1 each at RM1,000 per share issued by RCSB for cash consideration of RM9,000,000, the proceeds of which was used to redeem the entire 8,039,965 Redeemable Preference Shares Series A of RM0.10 each (“RCPS”) in RCSB based on the issue price of the  RCPS together with the accrued dividend up to the date of redemption.

Save for those disclosed above, there were no material changes in the composition of the Group during the first quarter.

12.
Changes in Contingent Liabilities Since the Last Annual Balance Sheet Date

	
	Financial

Quarter Ended
31 August 07
	Financial

Year Ended
31 May 07
	Changes

	
	RM’000
	RM’000
	RM’000

	Potential performance – based consideration for acquisition (unsecured)
	5,100
	5,100
	-

	Shipping guarantees
	-
	3,584
	(3,584)

	Letter of Credit
	9,241
	2,038
	7,203

	Total
	14,341
	10,722
	(3,619)


B.
ADDITIONAL INFORMATION PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA SECURITIES 

1. Review of Group’s Performance
In the consolidated financial results of the first quarter of the year, the Group recorded sales increasing by 75% to RM594.4 million (2007: RM339.6 million) and profit before tax (PBT) increasing by 20% to RM12.5 million (2007: RM10.4 million]. The higher turnover and PBT were due to increased sales and higher profit contribution from the Agricultural and Industrial Chemicals divisions and the Logistic and Warehousing division. 
2.
Material Change in the Results for the Current Quarter as Compared with the Immediate Preceding Quarter

The Group achieved a 10% lower turnover at RM594.4million and a 13% higher PBT of RM12.5 million for the first quarter as compared to a turnover of RM657.9 million and a PBT of RM11.0 million in the immediate preceding quarter. This was due to the higher profit contributions from the Agricultural and Industrial Chemicals divisions and the Logistic and Warehousing division as mentioned above.

3. 
Prospects 

The core investments of the Group in the Agricultural Chemicals, Industrial Chemicals, Logistic and the Engineering businesses continued to lead the growth for the Group in the current quarter. The Board's focus on improving and rationalizing the Group's non-core investments to enhance the Group's performance is beginning to show success with the improvements in profitability of these divisions.

As was announced by Tamco, the Proposed Disposals as mentioned in Note A10(i) above are expected to result in a one-time gain of approximately RM149 million after netting off estimated expenses in Tamco.  The Proposed Disposals are expected to be completed by the first half of year 2008 and will significantly impact the earnings of Tamco for the financial year ending 31 May 2008.  

Barring unforeseen circumstances, the Group's performance for the remaining businesses in the current financial year is expected to be satisfactory.

4. Variance from Profit Forecasts and Profit Guarantees
Not applicable as the Company did not provide any profit forecast and profit guarantee in respect of the current financial year.
5. 
Taxation

	
	Current

Qtr ended

 31 Aug 07 

RM’000
	Previous

Qtr ended

31 Aug 06 RM’000
	Cumulative Quarter ended

31 Aug 07 

RM’000
	Cumulative Quarter ended

31 Aug 06

RM’000

	
	
	
	
	

	Current taxation
	
	
	
	

	- Malaysian
	2,962
	4,635
	2,962
	4,635

	- Foreign
	457
	   275
	  457
	   275

	- over provision in prior years
	23
	(162)
	23
	(162)

	
	3,442
	4,748
	3,442
	4,748

	Transfer to/(from) deferred taxation
	(668)
	23
	(668)
	23

	
	2,774
	(4,771)
	2,774
	(4,771)


The effective rate of tax charge for the current quarter and the current financial year is lower than the statutory tax rate due to non-deductibility of certain expenses for tax purposes, tax incentives and concessionary tax rate for certain subsidiary companies for the current financial year.

6. 
Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments and/or properties in the first quarter.

7. 


Quoted Investments

There were no purchases and disposals of marketable securities (other than quoted shares in subsidiary companies) during the first quarter.

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

	
	As At

31 Aug 07

RM’000
	As At 

31 May 07

RM’000

	
	
	

	At cost 
	4,437
	4,437

	At carrying value/book value
	4,182
	4,218

	
	
	

	At market value
	2,587
	2,726


8. 
Status of Corporate Proposals

The status of corporate proposals announced but not completed as at the date of this Report are:

(i)
On 11 July 2007, the Company announced that it is proposing to undertake a private placement of new ordinary shares of RM1 each in the Company of up to 10% of its existing issued and paid up share capital at an issued price to be determined and to placee(s) to be identified (“Proposed Private Placement”). The approval from Securities Commission (“SC”) for the Proposed Private Placement has been obtained in August 2007. It is now pending the approval of the Ministry of International Trade and Industry and Bursa Securities; 

8. 
Status of Corporate Proposals (continue)

(ii)
On 31 July 2007, Tamco entered into a conditional sale of business agreement with TSM, a wholly-owned subsidiary of Tamco, to transfer the assets and liabilities in relation to the switchgear business (“Switchgear Business”) carried on by Tamco to TSM (“Proposed Internal Reorganisation”). 

The Proposed Internal Reorganisation is subject to the fulfilment of certain conditions precedent as stipulated in the conditional sale of business agreement.  As at the date of this Report, the Proposed Internal Reorganisation has not been completed; and
(iii) 
On 30 April 2007, Nylex announced that it is proposing to undertake a proposed renounceable rights issue of 24,292,232 new ordinary shares of RM1 each in Nylex ("Rights Shares") together with 48,584,464 free detachable new warrants ("Warrants") on the basis of one (1) Rights Share and two (2) Warrants for every eight (8) existing ordinary shares of RM1 each in Nylex ("Nylex Shares") ("Proposed Rights Issue with Warrants").

As at the date of this Report, the Proposed Rights Issue With Warrants has been approved by the SC, Bank Negara Malaysia and shareholders of Nylex. Approval-in-principle has been obtained from Bursa Securities for the listing of and quotation for the Rights Shares and Warrants.

As at the date of this Report, this exercise has yet to be implemented.

9. 
Off Balance Sheet Financial Instruments

The Group did not issue any financial instruments with off balance sheet risk during the first quarter.

10. 
Changes in Pending Material Litigation

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

11. Dividend

The Directors do not recommend the payment of any dividend for the first quarter. There were no dividend declared or recommended in the previous corresponding quarter.
12.
Group’s Borrowings
	
	
	As At 

31 Aug 07

RM’000
	As At 

31 May 07

RM’000

	Short Term Borrowings
	
	

	-  Secured
	
	

	
	Ringgit Malaysia

Singapore Dollars

United States Dollars
	89,349

52,801

-
	15,849

 2,971

36,752

	
	142,150
	 55,572

	- Unsecured
	
	

	
	Ringgit Malaysia

United States Dollars

Indonesia Rupiah

Chinese Renminbi

Australian Dollars

Singapore Dollars

Hongkong Dollar
	170,374

15,628

6

3,805

4,581

45

6,776
	189,544

13,184

10

-

4,468

6,221

12,301

	
	201,215
	225,728


	Long Term Borrowings
	
	

	-  Secured
	
	

	
	Ringgit Malaysia

Singapore Dollars
	90,292

4,068
	119,139

2,820

	
	94,360
	121,959

	- Unsecured
	
	

	
	Ringgit Malaysia

Singapore Dollars
	19,867

-
	20,584

310

	
	
	19,867
	20,894

	
	Total Borrowings
	457,592
	424,153


13.
Earnings Per Share 
Basic earnings per share

For the current quarter, the calculation of basic earnings per share was based on the Net Profit Attributable to the Shareholders of RM2,048,000 (2007: RM1,062,000), divided by the weighted average number of ordinary shares in issue during the first quarter of 193,465,000 shares (2007: 188,043,000 shares).

Fully diluted earnings per share

There is no dilution in the earnings per share of the Company as the market price of the Company’s ordinary shares is currently lower than the market price together with the exercise price of the Warrants. Accordingly, there is no assumed full conversion of the Warrants to merit for adjustment for an increase in the number of ordinary shares which could result in a dilution of the earnings per share.

By Order of the Board

Wong Wei Fong

Choo Se Eng

Secretaries

Petaling Jaya

30 October 2007
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