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NYLEX (MALAYSIA) BERHAD
(Incorporated in Malaysia)

(Company No.: 9378-T)

A. NOTES TO THE INTERIM FINANCIAL REPORT

(For the Financial Quarter Ended 29 February 2004)

A1.
Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26: Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Malaysia Securities Exchange Berhad.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 May 2003. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the most recent audited financial statements for the year ended 31 May 2003, except for the adoption of the following Malaysian Accounting Standards Board (“MASB”) standards, which became effective for the Group from 1 June 2003: -


MASB 25 - ‘Income Taxes’


MASB 27 - ‘Borrowing Costs’


MASB 28 - ‘Discontinuing Operations’


MASB 29 - ‘Employee Benefits’ 


MASB 30 – ‘Accounting and Reporting by Retirement Benefit Plans’ 

The adoption of MASB 25, MASB 27, MASB 28 and MASB 30 have not given rise to any adjustments to the opening balances of retained profits of the prior year and the current period or to changes in comparatives.

The adoption of MASB 29 resulted in the Group making provision for obligations in respect of short-term employee benefits in the form of accumulated compensated absences. Prior to the adoption of MASB 29, the obligations were not provided for. The accumulative provision made amounted to approximately RM231,663, and as the effect on the interim financial report taken as a whole is not significant, it has been recognised entirely in the current period results without a prior year adjustment.

A2.
Qualification of Annual Audit Report of Preceding Financial Statements

There was no audit qualification in the annual audit report of the Group’s preceding financial statements for the year ended 31 May 2003.

A3.
Seasonality or Cyclicality of Interim Operations

The operations of the Group were not significantly affected by seasonality and cyclicality factors.

A4.
Items of Unusual Nature and Amount

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

A5.
Changes in Estimates Reported in Prior Interim Periods of the Current Financial Year or Prior Financial Year

There were no changes in estimated amounts reported in prior period, which have a material effect on the current period.

A6.
Debts and Equity Securities

There were no issuance, cancellation, repurchases, resale and repayments of debts and equity securities for the current quarter and financial year-to-date except for the following:

· On 28 August 2003, Tamco Corporate Holdings Berhad, a 100% owned subsidiary of the Company, issued and completed a fixed rate long-term RM80.0 million nominal value of Bai’ Bithaman Ajil Serial Bonds, which were issued in two series of three and five years for amounts of RM20.0 million and RM60.0 million respectively. These are classified within long-term borrowings in Note B9.

A7.
Dividend Paid

Dividends paid for the current financial year-to-date are as follows: - 


RM’000

2nd interim dividend paid on 23 June 2003 for the year ended 31 May 2003: 


2.0% or 2.0 sen per share less 28% income tax  
  3,233

Final dividend paid on 22 December 2003 for the year ended 31 May 2003: 


2.0% or 2.0 sen per share less 28% income tax  
  3,233

	     6,466


A8.    Segment Revenue and Results

The segment revenue and segment results for business segments for the current financial year-to-date are as follows: -

	9 Months ended 29.02.2004
	Polymer
	Engineering
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	

	External sales
	88,537
	159,928
	11,907
	-
	260,372

	Inter-segment sales
	157
	-
	-
	(157)
	-

	
	
	
	
	
	

	Total revenue
	88,694
	159,928
	11,907
	(157)
	260,372

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment result
	10,647
	8,050
	322
	-
	19,019

	Goodwill amortisation
	
	
	
	
	 (2,006)

	Unallocated corporate     income/(expenses) (Note A)
	
	
	
	
	1,009

	Operating profit
	
	
	
	
	18,022

	Interest expense
	
	
	
	
	(5,368)

	Interest income
	
	
	
	
	245

	Share of results of associates
	
	
	
	
	(25)

	Profit before taxation
	
	
	
	
	12,874

	Taxation
	
	
	
	
	(4,398)

	Profit after taxation
	
	
	
	
	8,476

	Minority interests
	
	
	
	
	325

	
	
	
	
	
	

	Net profit for the year
	
	
	
	
	8,801

	9 Months ended 28.02.2003
	Polymer
	Engineering
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	

	External sales
	79,950
	186,188
	10,481
	-
	276,619

	Inter-segment sales
	108
	-
	-
	(108)
	-

	
	
	
	
	
	

	Total revenue
	80,058
	186,188
	10,481
	(108)
	276,619

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment result
	10,209
	8,865
	2,304
	-
	21,378

	Goodwill amortisation
	
	
	
	
	             (979)

	Unallocated corporate     income/(expenses) (Note A)
	
	
	
	
	2,894

	Operating profit
	
	
	
	
	          23,293

	Interest expense
	
	
	
	
	(5,246)

	Interest income
	
	
	
	
	                253

	Share of results of associates
	
	
	
	
	(69)

	
	
	
	
	
	

	Profit before taxation
	
	
	
	
	18,231

	Taxation
	
	
	
	
	(6,521)

	
	
	
	
	
	

	Profit after taxation
	
	
	
	
	11,710

	Minority interests
	
	
	
	
	(427)

	
	
	
	
	
	

	Net profit for the year
	
	
	
	
	11,283


Note A: Includes dividend income received from an investment in an unquoted company (FY2004: RM4,444,000; FY2003: RM6,667,000)

A9.
Valuation of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the most recent annual audited financial statements for the year ended 31 May 2003. The carrying values are based on valuations carried out in 1985 by independent qualified valuers less depreciation.

A10.
Material Event Subsequent to the End of the Interim Period

There were no material events subsequent to the end of the interim period up to the date of this report, that have not been reflected in the financial statements for the interim period.

A11.
Changes in Composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year-to-date, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructurings and discontinuing operations.

A12.
Contingent Liabilities


Unsecured:













As At

As At











        
        29.02.2004             31.05.2003










           RM’000

RM’000

	Bills discounted with banks
	     2,535
	
	      1,384



In addition to the above, the Company is contingently liable for a sales tax claims of approximately RM6,052,000 by Director General of Customs Malaysia. The management of the Company are of the opinion that the claim has no merit and probably will not require an outflow of resources, accordingly no provision has been made in the accounts pending outcome of the Company’s appeal to the Ministry of Finance.

B.
ADDITIONAL INFORMATION REQUIRED BY THE KLSE LISTING REQUIREMENTS

B1.
Review of Group’s Performance for the Current Quarter and Financial Year-To-Date



For the 9 months ended February 2004, the Nylex Group made a net profit after tax and minority interest of RM8.8 million, compared with RM11.3 million achieved in the same period last year.

For the current quarter under review, the Nylex Group achieved sales of RM77.2 million and a net profit after tax and minority interest (“NPAT”) of RM4.8 million, compared with RM94.4 million and RM7.3 million respectively, in Q3 FY 2003. Group sales declined by 18.2% due to lower sales contributions from the Engineering Division. Included in the NPAT figure in Q3 is an amount of RM3.2 million (Q3 FY 2003: RM4.8 million) being dividend income from the group’s investment in an unquoted company, and RM4.7 million being unrealised foreign currency exchange gains mainly on the revaluation of an inter-company loan.

The Polymer Division’s sales decreased marginally by 0.6% from RM23.7 million in the same period last year, to RM23.6 million in the current quarter, due to lower domestic sales in EP (engineered polymers). However, higher raw material prices during the quarter reduced profit margins. As a result, the Division made a lower profit before tax of RM1.6 million compared with RM2.5 million achieved in the same period last year.

The Engineering Division achieved sales of RM52.7 million for the quarter, which represents a decline from RM70.5 million in the corresponding quarter in Q3 FY 2003 due to lower contributions from its operating units. For the quarter, the Division made a profit before tax of RM2.1 million compared to RM2.8 million in Q3 FY 2003.

The Building Products Division’s sales increased over the corresponding figure in Q3 FY 2003 of RM2.8 million to RM4.3 million for the current quarter. The improvement in sales performance was mainly due to an increase in export sales. However, an increase in steel prices during the quarter reduced overall profit margins. As a result, the Division achieved a  profit before tax of RM0.1 million which is at a similar level as Q3 FY 2003.  

B2.
Material Change in the Profit Before Taxation for the Current Quarter as compared with Immediate Preceding Quarter
For the current financial quarter, the Nylex Group achieved sales of RM77.2 million and a profit before tax of RM5.9 million, compared to a sales of RM86.0 million and a profit before tax of RM1.6 million in the immediate preceding quarter. Dividend income of RM4.4 million received from an investment in an unquoted company and unrealised foreign exchange gains of RM4.7 million mainly on the revaluation of an inter-company loan, contributed to the Group’s profit before taxation for the quarter.

B3.
Current Year’s Prospects

The prospects for the current financial year will continue to depend on the Polymer and Engineering Divisions capitalising on their leading market positions in the respective sectors they serve. Barring unforeseen circumstances, the Directors expect Group performance to improve in the fourth quarter of the current financial year.

B4.
Variance of Actual Profit from Forecast Profit/Profit Guarantee

This is not applicable as no forecast profit or profit guarantee was made or issued during the year.

B5.
Taxation 

	



	
	Individual Quarter
	
	Cumulative Quarter


	
	
	Current Year 29.02.2004


	
	Preceding Year 28.02.2003


	
	Current Year 29.02.200430.11.2002


	
	Preceding year 28.02.2003



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

	Taxation based on results for the period
	
	
	
	
	
	
	
	

	- Current

· 
	
	
	
	
	
	
	
	

	      Malaysian
	
	(2,839)
	
	(4,308)
	
	(5,003)
	
	(7,411)

	      Foreign
	
	     (83)
	
	   253
	
	    (107)
	
	   (18)

	- Deferred
	
	       71
	
	1,370
	
	   (671)
	
	1,358

	- Deferred tax benefits
	
	      20
	
	    42
	
	     (10)
	
	    (453)

	
	
	
	
	
	
	
	
	

	
	
	(2,831)
	
	(2,643)
	
	(5,791)
	
	(6,524)

	Over/(Under) provision in prior years


	
	    1,404
	
	      -
	
	1,393
	
	      3

	
	
	(1,427)
	
	(2,643)
	
	(4,398)
	
	(6,521)


The effective tax rates of the Group are disproportionate to the statutory tax rate mainly due to the absence of group relief for losses suffered by certain subsidiaries.

B6.
Profits/(losses) on Sale of Unquoted Investments/Properties

There were no disposals of unquoted investments/properties for the current quarter and financial year-to-date, except for the following: -

· On 28 May 2003, Universal Motor Kontrol Pty Limited, a 100% owned subsidiary of the Company, entered into a contract for the sale of its properties. The sale was completed on 28 August 2003 and the net gain arising from the sale amounting to RM1,096,846, was recognised in the income statement in the first quarter of the financial year.

· On 18 August 2003, Zonson Sports (Malaysia) Sdn Bhd, a 80% owned subsidiary, entered into a Sale and Purchase Agreement with TH Furniture Trading Sdn Bhd for the sale of its freehold land and building for a consideration of RM3,250,000 which is the net book value as at 31 May 2003. The sale was completed on 27 November 2003.

B7.
Quoted Securities

There was no purchase and disposal of quoted securities for the current quarter and financial year-to-date.

There was no investment in quoted shares as at 29 February 2004.

B8.
Status of Corporate Proposals

During the year ended 31 May 2003, the Company announced the following corporate exercises: - 

(i)
Proposed Capital Reconstruction, involving: 

(a)
Proposed cancellation of RM0.50 for every existing ordinary share of RM1.00 each resulting in the reduction in the issued and paid-up share capital of Nylex from RM224,487,720 comprising 224,487,720 ordinary shares of RM1.00 each to RM112,243,860 comprising 224,487,720 ordinary shares of RM0.50 each pursuant to Section 64 of the Companies Act, 1965, resulting in a capital reserve of RM112,243,860 to be utilised for the Proposed Capital Distribution (“Proposed Capital Reduction”);

(b)
Proposed consolidation of 224,487,720 ordinary shares of RM0.50 each in Nylex into 112,243,860 ordinary shares of RM1.00 each on the basis of two (2) ordinary shares of RM0.50 each in Nylex into one (1) ordinary share of RM1.00 each in Nylex after the Proposed Capital Reduction (“Proposed Share Consolidation”); and

(c)
Proposed distribution by Nylex of its entire investment in Tamco Corporate Holdings Berhad (“Tamco”) of RM112,243,860 comprising 224,487,720 ordinary shares of RM0.50 each to the entitled shareholders of Nylex on the basis of two (2) ordinary shares of RM0.50 each in Tamco for each ordinary share of RM1.00 each held in Nylex (“Nylex Shares”) after the Proposed Share Consolidation (“Proposed Capital Distribution”);

(ii)
Proposed acquisition of the entire equity interest in four (4) companies, namely Perusahaan Kimia Gemilang Sdn Bhd, Fermpro Sdn Bhd, Wedon Sdn Bhd and Kumpulan Kesuma Sdn Bhd by Nylex from Ancom Berhad for a total purchase consideration of RM64,427,000 to be satisfied by the proposed issuance of 64,427,000 new Nylex Shares at an issue price of RM1.00 per share credited as fully paid-up after the Proposed Share Consolidation (“Proposed Acquisitions”).

(iii)
Proposed capital restructuring of Tamco whereby Tamco will increase its issued and paid-up ordinary share capital of Tamco from RM8,400,000 comprising 8,400,000 ordinary shares of RM1.00 each to RM112,243,860 comprising 112,243,860 ordinary shares of RM1.00 each and thereafter, to undertake a share split of each of its ordinary share of RM1.00 into two (2) ordinary shares of RM0.50 each (“Proposed Capital Restructuring”) to facilitate the Proposed Capital Distribution of Nylex;

(iv)
Proposed placement of up to 35,000,000 ordinary shares of RM0.50 each in Tamco (“Placement Shares”) to certain Bumiputera investors to be nominated (“Proposed Placement”); 

(v) Proposed admission to the official list of the MESDAQ Market of the Malaysia Securities Exchange Berhad (“MSEB”) and the listing of and quotation for the entire issued and paid-up ordinary share capital of Tamco comprising up to 259,487,720 ordinary shares of RM0.50 each in Tamco on the MESDAQ Market of the MSEB (“Proposed MESDAQ Listing”); and

(vi) Tamco, is also undertaking a fund raising exercise which involves the issuance of up to RM80.0 Million Nominal Value of fixed rate Bai' Bithaman Ajil Serial Bonds ("Proposed BBA Serial Bonds") on a private placement basis. The BBA Bonds will be issued in two series of three and five years for amounts of RM20.0 million and RM60.0 million respectively.

On 4 December 2002 and 24 March 2003, 30 January 2003 and 24 March 2003, and 7 March 2003, approvals were received from MITI, FIC and SC respectively on the Proposed Capital Reconstruction and Proposed Acquisitions.

On 5 March 2003 and 2 April 2003, the Proposed Placement and Proposed MESDAQ Listing was approved by the FIC and MITI, respectively.

On 8 August 2003, SC approved Tamco's Proposed Capital Restructuring.

On 15 August 2003, SC approved Rhodemark Development Sdn. Bhd.'s application for a waiver from the obligations to undertake a mandatory offer for the remaining voting shares in Tamco not owned by it under Practice Note 2.9.7 of the Malaysian Code on Take-overs and Mergers, 1998.

On 15 August 2003, the shareholders of the Company, at the Company's Extraordinary General Meeting, approved all the resolutions to give effect to the above proposals.

On 28 August 2003, Tamco successfully placed out the RM80.0 million BBA Bonds to Alliance Merchant Bank Berhad and Citibank Berhad.

On 29 August 2003, the shareholders of Ancom Berhad, at its Extraordinary General Meeting, approved the Proposed Acquisitions.

On 24 September 2003, the SC approved Nylex’s application for an extension of time to complete the Proposed Capital Reconstruction and Proposed Acquisitions for another six (6) months to 7 March 2004.

On 28 October 2003 and 29 October 2003, the Proposed Placement and Proposed MESDAQ Listing was approved by the SC and the MSEB, respectively.

On 15 January 2004, Kadir Andri Aidham & Partners, had on behalf of Nylex, presented a Petition to the High Court of Malaya to confirm the resolution for the proposed reduction of capital of Nylex, which is a necessary step to effect the Proposed Capital Reconstruction stated above. The Petition is pending hearing.

On 2 March 2004, CIMB, on behalf of the Board of Nylex, announced the following:

(a) an additional placement of up to 40,000,000 new Tamco Shares at an issue price of RM0.50 each to strategic investors (“Proposed Additional Placement”); and

(b) the proposal to allot up to 27,250,000 of the 35,000,000 Bumiputera Placement Shares to certain Bumiputera directors of Nylex and Tamco (“Proposed Allotment to Bumiputera Directors”).

On 3 March 2004, the SC approved a further extension of time to complete the Proposed Reorganisation Scheme for another six (6) months to 6 September 2004.

On 16 March 2004, Alliance, on behalf of the Board of Nylex, announced that Ancom and Nylex have signed an extension of time letter dated 16 March 2004 to extend the time period for the fulfillment of the conditions precedent referred to in Clause 4.5 of the conditional sale and purchase agreement dated 3 September 2002 (“Conditional SPA”) from eighteen (18) months to twenty-seven (27) months from the date of the Conditional SPA.  The Conditional SPA shall now expire on 2 December 2004 in the event these conditions precedent are not fulfilled by that date.

At the request of Nylex for the abovesaid extension of time, Ancom has agreed to the same and in view of the extension, Nylex has agreed to make an additional payment to Ancom of RM7,500,000 (“Payment Sum”) to be paid within twelve (12) months after the completion date of the Conditional SPA (“Payment Period”).  The Payment Sum was mutually agreed between both Ancom and Nylex after taking into consideration the opportunity cost associated with the delay in the completion of the Proposed Reorganisation Scheme.  In the event any sums become due or payable by Ancom to Nylex prior to the expiry of the Payment Period, Nylex shall be entitled to set-off such sum against the Payment Sum and to pay only the balance of the Payment Sum to Ancom.

Save for the abovesaid extension of time, all the other terms and conditions as set out in the Conditional SPA, supplemental agreement dated 20 February 2003, first addendum dated 7 July 2003 and second addendum dated 29 August 2003 remain in effect.

On 19 March 2004, CIMB had submitted the application for the Proposed Additional Placement to the SC, FIC and MITI.  

The above proposals are now subject to the following approvals being obtained: -

i.
High Court of Malaya confirmation in respect of the Proposed Capital Reconstruction;

ii. MSEB in respect of the listing and quotation for the 64,427,000 Nylex Shares to be issued pursuant to the Proposed Acquisitions; 

iii. SC/FIC/MITI in respect of the Proposed Additional Placement;

iv. MITI in respect of the Proposed Allotment to Bumiputera Directors;

v. Shareholders in respect of the Proposed Additional Placement and Proposed Allotment to Bumiputera Directors; and

vi.
any other relevant authorities.
B9.
Group Borrowings







	
	
	          As At

 29.02.2004
	
	As At  

31.05.2003

	
	
	        (RM’000

          equivalent)
	
	(RM’000

equivalent)

	Short-term borrowings
	
	
	
	

	
	
	
	
	

	Unsecured
	
	
	
	

	- Ringgit Malaysia
	 30,408
	
	77,403
	

	- US Dollar
	
	     13,181 
	
	13,069

	- Australian Dollar
	     23,105
	
	22,612
	

	- Hong Kong Dollar

- Chinese Renminbi
	                  971

1,830
	
	           -

           -
	

	
	
	
	
	

	
	69,495
	
	113,084
	

	
	
	
	
	

	Long-term borrowings
	
	
	
	

	
	
	
	
	

	Unsecured
	   
	
	
	

	- Ringgit Malaysia 
	      80,000
	
	7,625
	

	
	
	
	
	

	
	
	
	
	

	Total Borrowings
	
	149,495
	
	120,709


B10.
Financial Instruments with Off Balance Sheet Risk

There were no financial instruments with off balance sheet risk at the date of this report.

B11.
Material Litigation 

There was no material litigation at the date of this report.

B12.
Dividends

The Directors do not recommend the payment of any dividend for the current financial quarter.
B13.
Earnings per Share

Basic Earnings Per Share

The calculation of basic earnings per share was based on the net profit attributable to ordinary shareholders for the current quarter of RM4,837,196 (28.02.2003: net profit of RM7,293,394) and RM8,800,986 (28.02.2003: net profit of RM11,283,091) for the financial year-to-date as reported in the condensed income statement of the Group, divided by the number of ordinary shares outstanding during the period of 224,487,720 (28.02.2003: 224,487,720).

Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

Choo Se Eng (MICPA 2077)

Company Secretary

Petaling Jaya

29 April 2004
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