Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the fourth quarter ended 31 December 2004

(The figures have not been audited)

Condensed Consolidated Balance Sheet 

As at 31 December 2004



    
Restated



    As at
     As at 


       
     31 December
31 December

 
Note 
     2004
              2003




      RM’000
        RM’000    

Property, plant and equipment
A9
110,306
94,233

Other investments
B7
56
-
Deferred tax assets

1,425
506

Current assets











Inventories

9

692,123

102,465


60,706


Trade and other receivables


99,352


84,892


Cash and bank balances


3,805


5,584


205,622



151,182






Current liabilities










Trade and other payables

49,669


51,103



Borrowings
   B9
107,146


74,631


Taxation
2,336


1,326


159,151


  127,060






Net current assets

46,471
24,122





_________
_________





158,258
118,861





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

Financed by:

Capital and reserves


Share capital

82,500
60,000



Reserves

48,133
34,408





_________
_________

Shareholders' funds

130,633
94,408


Negative goodwill

5,876
6,716

Minority shareholders’ interest

1,916
3,040

Long term and deferred liabilities



Borrowings
B9
17,110
12,477


Deferred taxation

2,723
2,220





_________
_________





158,258
118,861





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

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 December 2004





Individual Quarter
Cumulative Quarter





Current year quarter
Restated

Preceding year corresponding quarter
Current year 

to-date
Restated

Preceding year corresponding period





31/12/2004
31/12/2003
31/12/2004
31/12/2003





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













Revenue
83,076
69,449
352,444
295,973




Cost of sales
(70,933)
 (61,405)
(300,970)
(253,370)













Gross profit
12,143
8,044
51,474
42,603




Other operating income
607
716
2,289
2,194




Operating expenses
(6,910)
(6,424)
(24,988)
(23,315)













Operating profit
5,840
2,336
28,775
21,482




Interest expense
           (1,333)
(1,128)
(5,439)
(3,667)




Share of profits of 

    associated company
-
-
-
-




Profit before taxation
4,507
1,208
23,336
17,815




Tax expense
(1,840)
89
(6,824)
(4,435)













Profit after taxation
2,667
1,297
16,512
13,380




Add/(Less) : Minority interests
483
(118)
478
114




Net profit for the period
3,150
1,179
16,990
13,494




Basic earnings per ordinary shares (sen) (Refer Note B13)
3.8
1.5
21.1
17.6













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 year ended 31 December 2004



Non-

 



distributable
   
Distributable

                  Share

Share

Retained
 



Note

capital
premium  
  

profits
 Total


RM’000
                
RM’000 

 RM’000
RM’000

At 1 January 2004
    60,000
    
15,580
18,828
94,408

Arising from Private Placement
6,000
16,500
-
22,500

Arising from Bonus Issue
16,500
(16,500)
-
-

Corporate exercise expense
-
(241)
-
(241)

Net profit for the year
       -
-
16,990
16,990

Dividends

-
-

 (3,024)
              (3,024)



________________________________________________________________

At 31 December 2004
           82,500

15,339


32,794
     130,633

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


At 31 December 2002 -as reported
     60,000    
15,580
8,550
84,130

Prior year adjustment         A1(a)
-
-
(192)
(192)

At 1 January 2003 - as restated
60,000
15,580
8,358
83,938

Net profit for the year
    


As reported

-
-
14,782
14,782

Prior year adjustment 
A1(a)
-
-
(1,288)
(1,288)

As restated
-
-
13,494
13,494

Dividends
-
-
(3,024)
(3,024)



___________________________
_____________________________________

At 31 December 2003
           60,000

15,580


18,828

 94,408

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

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 year ended 31 December 2004





Restated
    





   Preceding year


  Current
  corresponding

year to-date
period




       31 December
      31 December





2004
2003




Note
  RM’000
         RM’000      

Cash flows from operating activities 


Profit before taxation 
23,336
17,815


Adjustments for:



Amortisation of negative goodwill
(840)
(840)



Depreciation
8,304
5,718



Gain on disposal of property, plant and equipment
(523)
(731)



Plant and equipment written off
923
23



Interest expense
5,439
3,667



Interest income
(177)
(173)




_________
_________


Operating profit before working capital changes 
36,462
25,479


(Increase)/decrease in working capital:



Inventories
(41,759)
(17,124)



Trade and other receivables
(14,460)
(6,308)



Trade and other payables
(1,434)
18,978




_________
_________


Cash generated from/(used in) operations
(21,191)
21,025


Income taxes paid 
(6,230)
(5,623)


Interest paid
(1,123)
(610)



_________
_________


Net cash (used in)/generated from operating activities 
(28,544)
14,792




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

Cash flows from investing activities


Interest received

177
173


Proceeds from disposal of property, plant and equipment

5,028
1,918


Purchase of property, plant and equipment

(26,944)
(35,307)


Proceeds from disposal of quoted shares

-
10


Acquisition of remaining shares in a subsidiary
-
(367)


Acquisition of subsidiaries, net of cash acquired
-
(8)


Purchase of quoted shares
(56)
-




_________
_________


Net cash used in investing activities 
(21,795)
(33,581)




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

Cash flows from financing activities 


Proceeds from loan and other borrowings 
39,056
20,201


Proceeds from private placement exercise, net of expenses
22,259
-


Repayment of loan and other borrowings
(2,856)
(3,022)


Payment of hire purchase liabilities
(2,373)
(1,817)


Interest paid
(4,316)
(3,057)


Dividend paid to minority shareholders of subsidiaries
(646)
(36)


Dividends paid
(3,024)
(3,024)




_________
_________


Net cash generated from financing activities 
48,100
9,245




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









Restated
   





   Preceding year


Current
  corresponding

year to-date
period




       31 December
      31 December





2004
2003




Note
  RM’000
         RM’000      

Net decrease in cash and cash equivalents 
(2,239)
(9,544)

Cash and cash equivalents at beginning of year
(5,752)
3,792




_________
_________

Cash and cash equivalents at end of year
(i)
(7,991)
(5,752)




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

Notes: 

(i)
Cash and cash equivalents comprise:



Cash and bank balances
1,654
4,238



Deposit (excluding deposits pledged)
2,010
1,206



Bank overdrafts
(11,655)
(11,196)




_________
_________





(7,991)
(5,752)




=======
=======
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 December 2004

A. Compliance with MASB 26 Paragraph 16

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 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.

(a) Correction of a fundamental error 

The correction of a fundamental error relates to tax benefits arising from the unutilised tax incentive that was previously recognised as deferred tax asset.  Upon further clarification from MASB, the deferred tax asset was reversed and had the following impact on results:


Preceding year corresponding quarter
Preceding year corresponding period


31/12/2003
31/12/2003


 RM'000
 RM'000

Restated net profit before adjustment
2,467
14,782

Correction of fundamental error
(1,288)
(1,288)

Adjusted net profit for the period
1,179
13,494

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 

Except as described in Note A1(a) above, 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 

Except as described in Note A1(a) above, 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

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. 

On 1 July 2004, the issued and paid-up share capital of the Company was further increased from RM66,000,000 to RM82,500,000 via the issuance of 16,500,000 new ordinary shares of RM1.00 each pursuant to the bonus issue exercise on the basis of one (1) new share for every four (4) existing shares held.  
Other than the above, 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 is 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
276,107
76,271
66
-
352,444

Inter-segment revenue
139,896
88,844
4,489
(233,229)
-

Total revenue
416,003
165,115
4,555
(233,229)
352,444

Segment result
27,206
752
(200)
-
27,758

Unallocated income

- Amortisation of negative goodwill

· Interest income




840

177

Operating profit




28,775

Interest expense




(5,439)

Profit before tax




23,336

Tax expense




(6,824)

Minority interests




478

Net profit for the year




16,990

Segment assets
255,162
146,211
100,912
(186,301)
315,984

Unallocated assets




1,425






317,409

Segment liabilities
180,592
122,963
216
(127,510)
176,261

Unallocated liabilities




2,723






178,984

Capital expenditure
12,383
18,298
-
(876)
29,805

Depreciation and amortisation
1,898
6,406
(840)
-
7,464

Other non-cash income
(307)
795
-
(88) 
400

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


A wholly-owned subsidiary had entered into an agreement to dispose of a freehold property situated in Taman Melawati, Kuala Lumpur for a cash consideration of RM290,000.  The transaction was subsequently completed in February 2005.

Other than the above, there were no material subsequent events since 31 December 2004 until 19 February 2005, 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.

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 19 February 2005, 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
79,370

Corporate guarantees to suppliers for credit facilities granted to its subsidiaries
9,000


88,370

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

B1.
Review of performance

Current year 

to-date

31/12/04

RM’000
Preceding year

corresponding  

period

31/12/03 

RM’000

Revenue
352,444
295,973

Profit before taxation 
23,336
17,815

The increase in revenue and profit before taxation as compared to corresponding period ended 31 December 2003 were mainly due to the favourable market pricing of steel related products and the increase in distribution and production capacities.  The increase in revenue has resulted in the increase in profit before taxation.   

B2.
Comparison with preceding quarter’s results 


Current quarter 

31/12/04

RM’000
Preceding quarter

30/9/04 

RM’000

Revenue
83,076
93,168

Profit before taxation 
4,507
4,763

Generally, the decrease in revenue and profit before taxation in the current quarter were mainly due to softening of market demand during the period under review.  In addition, certain manufacturing subsidiaries continued to incur operating losses arising from lower productivity as a result of continuing operational streamlining exercises carried out during the quarter under review.  

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 wholesale and distribution division and manufacturing division in line with the Integrated One-Stop Distribution Centre concept.  

The Directors will continue to monitor and take appropriate steps to address the uncertainty of the timing of utilities and infrastructure projects and the productivity level of the manufacturing activities.  Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group for the financial year ending 31 December 2005 will remain satisfactory.

B4.
Profit Forecast and/or Profit Guarantee

Not applicable as no profit forecast was published. 

B5.
Taxation


Current year 

quarter

31/12/04

RM’000
Current  

year to date

31/12/04 

RM’000

Current tax expense 



- current                                                                        (i)
2,033
7,305

- overprovided in prior year
(68)
(76)

Deferred tax expense                                                   (ii)
545
545

Deferred tax assets                                                      (iii)
(670)
(950)


1,840
6,824

Tax expense based on statutory income tax rate  of 28%
1,261
6,534

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



Other non-deductible expenses

Deferred tax asset not recognised during the year

Effect of change in tax rate

Amortisation of negative goodwill

Effect of deferred tax asset now recognised

Other items
(338)

1,129

48

(60)

(180)

48
583

1,129

(320)

(237)

(837)

48

Tax expense for the period                            (i)+(ii)+(iii)
1,908
6,900

On 20 July 2004, the Ministry of International Trade and Industry Malaysia granted Pioneer Status to a non wholly-owned subsidiary for a period of 5 years commencing on 1 March 2004 pursuant to Section 7(3) of the Promotion of Investment Act 1986 (Amended) for industry located in the Eastern Corridor of Peninsular Malaysia.  No recognition of deferred tax asset was made in respect of tax losses incurred during the pioneer status period pursuant to this Act.

B6.
Sale of Unquoted Investments and/or Properties

(a) During the current quarter, the Company via its non wholly-owned subsidiary had completed the disposal of the freehold land and building situated at Lot 1844, Kampung Baru Balakong, Off Batu 13, Jalan Sungai Besi, 43300 Kajang, Selangor Darul Ehsan to a company in which certain directors have interests for a total cash consideration of RM4,475,564.  The disposal has resulted in a group gain of approximately RM57,390. 

Other than the above, 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) Total purchases or disposals of quoted securities and profit/(loss) arising therefrom for the current quarter and financial year-to-date are as follows :-


Current quarter 

31/12/04

RM’000
Current year to date

31/12/04

RM’000

(i)   Total  purchases
-
56

(ii)  Total disposals
-
-

(iii) Profit/(Loss) on disposals
-
-

(b) The investment in quoted securities as at 31 December 2004 is as follows:



RM’000

At cost

56.0

At market value

56.4

B8.
Status of Corporate Proposals Announced

(a)
Proposed Employees’ Share Option Scheme (“ESOS”)

The ESOS scheme has commenced for a duration of five (5) years effective from                         1 September 2004 but yet to grant to eligible employees at this juncture.  
On 6 October 2004, the Company announced that the SC has granted an extension of time of 6 months until 10 March 2005 to comply with the public shareholding spread requirement pursuant to paragraph 8.15 (1) of the Listing Requirements. 

(b)
The total proceeds from the Private Placement exercise of RM22,500,000 have been fully utilised for their intended purposes as at 31 December 2004. 

B9.
Group Borrowings and Debt Securities 

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


Secured
Unsecured
Total


RM’000
RM’000
RM’000

Short term 




Bank overdraft
8,867
2,788
11,655

Revolving credit
3,000
-
3,000

Bills payable 
54,319
32,322
86,641

Term loans
3,689
-
3,689

Hire purchase liabilities
-
2,161
2,161


69,875
37,271
107,146

Long term




Term loans
14,319
-
14,319

Hire purchase liabilities
-
2,791
2,791


14,319
2,791
17,110

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 19 February 2005, being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend declared

The Directors recommend a final dividend of 5% less tax totalling RM2,970,000 in respect of the year ended 31 December 2004, which is subject to the approval by the shareholders at the forthcoming Annual General Meeting.  This proposed dividend has not been included in the financial statements.

B13.
Basic and diluted earnings per share


The calculation of basic earnings per share for the current quarter and period ended                    31 December 2004 are based on the net profit attributable to ordinary shareholders of RM3.150 million and RM16.990 million respectively and the weighted average number of ordinary shares in issue as follows: 

Weighted average number of ordinary shares


Current quarter 

31/12/04


Current year to date

31/12/04

Issued ordinary shares at beginning of the period
60,000,000
60,000,000

Effects of placement shares allotted on 12 May 2004
6,000,000
3,846,575

Effects of bonus shares allotted on 1 July 2004 
16,500,000
16,500,000

Weighted average number of ordinary shares
82,500,000
80,346,575

The calculation of basic earnings per share in the preceding year corresponding quarter and period ended 31 December 2003 were based on the adjusted net profits attributable to ordinary shareholders of RM1.179 million and RM13.494 million respectively and the adjusted number of ordinary shares in issue of 76,500,000, after taking into consideration the bonus shares of 16,500,000. 

B14.
Capital commitment



31 December 

2004

RM’000


Property, plant and equipment 



Contracted but not provided for in




the financial statements
          
5,324

 
 
    
=======


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 year ended 31 December 2004 were as follows:


    
   
              RM’000

Sales



      (4,024)   


Purchases

   
792



Rental expense payable

555


Sale of property

(4,476)







 =======


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 December

2004

RM’000
31 December 2003

RM’000

Corporate guarantees to financial institutions for banking facilities granted to its non wholly-owned subsidiaries
61,100
29,600

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