Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the first quarter ended 31 March 2004
(The figures have not been audited)

Condensed Consolidated Balance Sheet 

As at 31 March 2004


   As at 
      As at 


       
    31 March
31 December

 
Note 
     2004
              2003




      RM’000
        RM’000    

Property, plant and equipment
A9
98,286
94,233


Deferred tax assets

356
654

	Current assets
	
	
	

	
	

	
	

	
Inventories

9

692,123
	
74,251
	
	
60,706

	
Trade and other receivables

	
96,448
	
	
84,892

	
Cash and bank balances

	
7,334
	
	
5,584

	
	
178,033
	
	
151,182

	
	
	
	

	Current liabilities
	
	
	

	
	
	
	

	
Trade and other payables

	
52,404
	
	
51,103


	
Borrowings
B9
	
91,248
	
	
74,631

	
Taxation
	
1,723
	
	
1,326

	
	
145,375
	
	
  127,060

	
	
	
	


Net current assets

32,658
24,122




_________
_________





131,300
119,009




========
========

Financed by:

Capital and reserves


Share capital

60,000
60,000



Reserves

40,993
35,888




_________
_________

Shareholders' funds

100,993
95,888


Negative goodwill

6,506
6,716
Minority shareholders’ interest

3,140
3,040
Long term and deferred liabilities



Borrowings
B9
19,773
12,477

Deferred taxation

888
888




_________
_________





131,300
119,009




========
========
The Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Income Statement

For the period ended 31 March 2004
	
	
	
	
	Individual Quarter
	Cumulative Quarter

	
	
	
	
	Current year quarter
	Preceding year corresponding quarter
	Current year 

to-date
	Preceding year corresponding period

	
	
	
	
	31/3/2004
	31/3/2003
	31/3/2004
	31/3/2003

	
	
	
	
	 RM'000
	 RM'000
	 RM'000
	 RM'000

	
	
	
	
	
	
	
	

	
	
	
	Revenue
	85,575
	76,336
	85,575
	76,336

	
	
	
	Cost of sales
	(71,685)
	(64,367)
	(71,685)
	(64,367)

	
	
	
	
	
	
	
	

	
	
	
	Gross profit
	13,890
	11,969
	13,890
	11,969

	
	
	
	Other operating income
	749
	392
	749
	392

	
	
	
	Operating expenses
	(6,099)
	(5,814)
	(6,099)
	(5,814)

	
	
	
	
	
	
	
	

	
	
	
	Operating profit
	8,540
	6,547
	8,540
	6,547

	
	
	
	Interest expense
	
(1,350)
	(740)
	(1,350)
	(740)

	
	
	
	Share of profits of 

    associated company
	-
	-
	-
	-

	
	
	
	Profit before taxation
	7,190
	5,807
	7,190
	5,807

	
	
	
	Tax expense
	(1,985)
	(1,652)
	(1,985)
	(1,652)

	
	
	
	
	
	
	
	

	
	
	
	Profit after taxation
	5,205
	4,155
	5,205
	4,155

	
	
	
	Less : Minority interests
	(100)
	(14)
	(100)
	(14)

	
	
	
	Net profit for the period
	5,105
	4,141
	5,105
	4,141

	
	
	
	Basic earnings per ordinary shares (sen) (Refer Note B13)
	8.5
	6.9
	8.5
	6.9

	
	
	
	
	
	
	
	

	
	
	
	Diluted earnings per ordinary shares (sen)                   
	N/A
	N/A
	N/A
	N/A


The Condensed Consolidated Income Statement should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement Of Changes In Equity 

For the period ended 31 March 2004


Non-

 



distributable
   
Distributable

        Share

Share

Retained
 



 capital
premium  
  

profits
 Total


RM’000
                RM’000 

 RM’000
RM’000

At 1 January 2004
     60,000
    
15,580
20,308
95,888
Net profit for the period
       -
-
5,105
5,105
Dividends

-
-

 -
              -



________________________________________________________________

At 31 March 2004
           60,000

15,580


25,413
     100,993

=========================================================

At 1 January 2003
           60,000    
15,580
8,550
84,130
Net profit for the period
    -
-
4,141
4,141
Dividends-
-
-
-
-



___________________________
_____________________________________
At 31 March 2003
           60,000

15,580


12,691

 88,271

=========================================================
The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Cash Flow Statement 

For the period ended 31 March 2004




    Preceding year


Current
  corresponding

year to-date
period



31 March
31 March




2004
2003



Note
  RM’000
         RM’000      

Cash flows from operating activities 


Profit before taxation 
7,190
5,807

Adjustments for:



Amortisation of reserve on consolidation
(210)
(210)



Depreciation
1,911
1,254


(Gain)/Loss on disposal of property, plant and equipment
(83)
125


Plant and equipment written off
-
-


Interest expense
1,350
740


Interest income
(29)
(26)




_________
_________


Operating profit before working capital changes 
10,129
7,690

(Increase)/decrease in working capital:



Inventories
(13,545)
(4,691)



Trade and other receivables
(11,556)
(8,645)


Trade and other payables
1,301
10,409



_________
_________


Cash generated from/(used in) operations
(13,671)
4,763

Income taxes paid 
(1,290)
(764)


Interest paid
(309)
(590)



_________
_________


Net cash (used in)/generated from operating activities 
(15,270)
3,409



--------------
--------------

Cash flows from investing activities


Interest received

29
26

Proceeds from disposal of property, plant and equipment

117
204

Purchase of property, plant and equipment

(3,433)
(2,367)




_________
_________


Net cash used in investing activities 
(3,287)
(2,137)




--------------
--------------

Cash flows from financing activities 


Proceeds from loan and other borrowings 
23,009
350

Repayment of loan and other borrowings
(834)
(4,342)


Payment of hire purchase liabilities
(620)
(349)


Interest paid
(1,041)
(150)


Dividend paid to minority shareholders of subsidiaries
-
(32)



_________
_________


Net cash generated from/(used in) financing activities 
20,514
(4,523)



------------
------------

Net increase/(decrease) in cash and cash equivalents 
1,957
(3,251)
Cash and cash equivalents at beginning of period 
(5,752)
3,932



_________
_________

Cash and cash equivalents at end of period
(i)
(3,795)
681



========
========
Notes: 


    


    Preceding year


Current
   corresponding

 
 year to-date
period


     31 March
31 March





2004
2003

 RM’000
 RM’000 

(i)
Cash and cash equivalents comprise:


Cash and bank balances
5,288
10,795


Deposit
1,906
2,750


Bank overdrafts
(10,989)
(12,864)




_________
_________





(3,795)
681



========
========
The Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.

Notes to the interim financial report for the financial quarter ended 31 March 2004
A. Compliance with MASB 26 Paragraph 16

A1.
Basis of preparation 

The interim financial report was unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”).  The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements of the Group for the year ended 31 December 2003.
A2.
Qualification of Audit Report

The audit reports of the Group’s preceding annual financial statements were reported without qualification.  

A3.
Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors in the current quarter.
A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows 

The business of the Group was not affected by any significant unusual items affecting assets, liabilities, equity, net income or cash flows in the current quarter.
A5.
Material changes in estimates 

There were no material changes in estimates used in reporting the current quarter as compared to the financial statements of the Group for the year ended 31 December 2003.

A6. 
Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the current quarter and financial year-to-date.
A7. 
Dividend paid


No dividend was paid for the current quarter. 

A8.
Segment information

Segment information was presented in respect of the Group’s business segment.  Inter-segment pricing was determined based on a negotiated basis.

	Business segments


	Wholesale & distribution

RM’000
	Manufacturing & services

RM’000
	Investment holding 

RM’000
	Elimination

RM’000
	Consolidated

RM’000

	Revenue from external customer
	70,295
	15,274
	6
	-
	85,575

	Inter-segment revenue
	28,933
	21,912
	-
	(50,845)
	-

	Total revenue
	99,228
	37,186
	6
	(50,845)
	85,575

	Segment result
	5,766
	2,812
	(77)
	(200)
	8,301

	Unallocated income

- Amortisation of negative goodwill

· Interest income
	
	
	
	
	210
29

	Operating profit
	
	
	
	
	8,540

	Interest expense
	
	
	
	
	(1,350)

	Profit before tax
	
	
	
	
	7,190

	Tax expense
	
	
	
	
	(1,985)

	Minority interests
	
	
	
	
	(100)

	Net profit for the period
	
	
	
	
	5,105

	Segment assets
	209,614
	119,075
	78,924
	(131,294)
	276,319

	Unallocated assets
	
	
	
	
	356

	
	
	
	
	
	276,675

	Segment liabilities
	(152,258)
	(90,747)
	(366)
	78,223
	(165,148)

	Unallocated liabilities
	
	
	
	
	(888)

	
	
	
	
	
	(166,036)

	Capital expenditure
	430
	5,567
	-
	-
	5,997

	Depreciation and amortisation
	464
	1,447
	(210)
	-
	1,701

	Other non-cash income
	(83)
	-
	-
	- 
	(83)


A9. 
Valuation of property, plant and equipment 

The Group states its property, plant and equipment at cost less accumulated depreciation and accumulated impairment losses, and does not adopt a policy to revalue its property, plant and equipment.

A10. Subsequent Events


On 12 May 2004, the issued and paid-up share capital of the Company was increased from RM60,000,000 to RM66,000,000 via the issuance of 6,000,000 new ordinary shares of RM1.00 each at an issue price of RM3.75 per share pursuant to the private placement exercise referred to in Note B8 below. 

Other than the above, there were no material subsequent events since 31 March 2004 until 21 May 2004, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the financial period under review other than as follows:

A11.
Changes in the composition of the Group

There was no change in the composition of the Group for the current quarter.

A12.
Changes in contingent liabilities 

The changes in contingent liabilities of the Company since 31 December 2003 until 21 May 2004, being the date not earlier than 7 days from the date of this announcement were as follows:

	
	RM’000

	Corporate guarantees to financial institutions for banking facilities granted to its subsidiaries
	26,400

	Corporate guarantees to suppliers for credit facilities granted to its subsidiaries
	5,500

	
	31,900


B. Compliance with Bursa Malaysia Listing Requirement (Part A of Appendix 9B)

B1.
Review of performance
	
	Current year 

to-date

31/3/04
RM’000
	Preceding year

corresponding  

period

31/3/03 

RM’000

	Revenue
	85,575
	76,336

	Profit before taxation 
	7,190
	5,807


The increase in revenue and profit before taxation as compared to corresponding period ended 31 March 2003 were mainly due to the strong market demand in tandem with favourable economic growth and improved profit margin arising from the general increase in selling prices of metal related products.    

B2.
Comparison with preceding quarter’s results 

The Group recorded a revenue and profit before taxation for the current quarter ended 31 March 2004 of RM85.575 million and RM7.190 million respectively as compared to the preceding quarter ended 31 December 2003 of RM69.448 million and RM1.360 million respectively.  

The increase in revenue and profit before taxation was mainly due to the strong market demand and improved profit margin arising from the general increase in selling prices of metal related products.

B3.
Prospects


The Group will continue focusing on expanding its existing product range within the pipes, valves and fittings, plumbing materials, general hardware and steel related products, and enhancing its distribution and wholesale and manufacturing divisions in line with the Integrated One-Stop Distribution Centre concept.  The operation of the ductile iron pipe plant in Gebeng, Kuantan and wire mesh plant in Ijok, Kuala Selangor will be on-stream in 2004.

Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group for the financial year ending 31 December 2004 will remain satisfactory.

B4.
Profit Forecast and/or Profit Guarantee

Not applicable as no profit forecast was published. 

B5.
Taxation
	
	Current year 

quarter

31/3/04
RM’000
	Current  

year to date

31/3/04 

RM’000

	Current tax expense - current 
	1,620
	1,620

	Deferred tax assets – prior year
	365
	365

	
	1,985
	1,985

	Tax expense based on statutory income tax rate  of 28%
	2,013
	2,013

	Tax effect of expenses that are not deductible in determining taxable profit:

Effect of change in tax rate

Depreciation of non-qualifying assets
	(69)

114
	(69)

114

	Other non-deductible expenses

Utilisation of tax credits
	136
(209)
	136
(209)

	Tax expense for the period [(i) +(ii)+(iii)]
	1,985
	1,985


The Group’s effective tax rate was lower than the statutory tax rate principally due to the utilisation of tax credits.

B6.
Sale of Unquoted Investments and/or Properties

(a) There was no sale of property nor profit/(loss) arising therefrom for the current quarter and financial year-to-date.
(b) There was no sale of unquoted investment nor profit/(loss) arising therefrom for the current quarter and financial year-to-date.  

B7.
Investment in Quoted Securities


(a)
There was no purchase nor disposal of quoted securities nor profit/(loss) arising therefrom for the current quarter and financial year-to-date.
(b) There was no investment in quoted securities as at 31 March 2004. 

B8.
Status of Corporate Proposals Announced

On 8 April 2004, the Company announced that the following proposals, namely:

(i) private placement of 6,000,000 new ordinary shares of RM1.00 each representing 10% of the issued and paid-up share capital of the Company (“Proposed Private Placement”);  

(ii) bonus issue of up to 33,000,000 new ordinary shares of RM1.00 each on a basis and entitlement date to be determined later after the completion of the private placement; and 

(iii) employees' share option scheme of up to 10% of the enlarged issued and paid-up share capital of the Company for the eligible directors and employees of the Company and its subsidiaries
have been approved by the shareholders in the Extraordinary General Meeting. 

On 22 April 2004, the Company announced that the exercise price for the 6,000,000 new ordinary shares to be issued pursuant to the Proposed Private Placement was fixed at RM3.75 per share. These shares were subsequently allotted on 12 May 2004 and the proceeds of RM22,500,000 were received on 20 May 2004. 
B9.
Group Borrowings and Debt Securities 

The Group’s borrowings as at 31 March 2004, which were denominated in Ringgit Malaysia, were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short term 
	
	
	

	Bank overdraft
	10,272
	717
	10,989

	Revolving credit
	3,000
	-
	3,000

	Bills payable 
	59,250
	13,009
	72,259

	Term loans
	2,763
	-
	2,763

	Hire purchase liabilities
	2,237
	-
	2,237

	
	77,522
	13,726
	91,248

	Long term
	
	
	

	Term loans
	15,602
	-
	15,602

	Hire purchase liabilities
	4,171
	-
	4,171

	
	19,773
	-
	19,773


B10.
Off Balance Sheet Financial Instruments 


During the financial year-to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11.
Changes in Material Litigation



There was no impending material litigation as at 21 May 2004, being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend declared

On 28 May 2004, the proposed final dividend of 7% less tax totalling RM3,024,000 in respect of the year ended 31 December 2003 was approved by the shareholders at the Third Annual General Meeting held on even-date and shall be payable on 2 July 2004. 
No dividend was recommended by the Board of Directors in respect of the financial year ending 31 December 2004 for the current quarter.
B13.
Basic and diluted earnings per share


The calculation of basic earnings per share for the current quarter and period ended                    31 March 2004 are based on the net profit attributable to ordinary shareholders of RM5.105 million and the number of ordinary shares in issue of 60,000,000. 

The calculation of basic earnings per share in the preceding year corresponding quarter and period ended 31 March 2003 was based on the net profit attributable to ordinary shareholders of RM4.141 million and the number of ordinary shares in issue of 60,000,000.  

B14.
Capital commitment

	
	
	31 March 

2004
RM’000



Property, plant and equipment



Authorised but not contracted for

6,518   



Contracted but not provided for in




the financial statements
        
10,315

 
 


16,833



  
=======


Investment 



Authorised but not contracted for

10,000



Contracted but not provided for in




the financial statements  

8,000




18,000





=======

B15. Related party transactions


Significant related party transactions with companies in which certain Directors have interest for the period ended 31 March 2004 were as follows:


    
   
              RM’000

Sales



      (1,248)

Purchases

   
263

Rental expense payable

115

Rental income receivable

(9)





========


These transactions have been entered into in the normal course of business and have been established under negotiated terms.

B16. Provision of financial assistance

The amount of financial assistance provided by the Company and its subsidiaries pursuant to paragraph 8.23(1) of the Listing Requirements is as follows: 

	
	31 March
2004

RM’000
	31 December 2003
RM’000

	Corporate guarantees to financial institutions for banking facilities granted to its non wholly-owned subsidiaries
	43,100
	29,600


The above financial assistance does not have a material financial impact on the Group.
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