Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the Third Quarter ended 30 September 2008
(The figures have not been audited)

Condensed Consolidated Balance Sheet 

As at 30 September 2008


Audited


    As at
     As at 


       
      30 September
31 December

 
Note 
     2008
              2007


      RM’000
        RM’000    

Assets

	Property, plant and equipment                                              A9
	102,722
	
	95,763

	Prepaid lease payments                                                         A9
	20,443
	
	19,319

	Investment properties                                                            A9
	2,237
	
	2,270

	Deferred tax assets


	881
	
	231

	Loans and receivables  
	-
	
	328

	Total non-current assets
	126,283
	
	117,911


	Property held for development
	33,935
	
	12,428

	Receivables, deposits and prepayments

	188,254
	
	174,895

	Inventories

9
	197,479
	
	149,246

	Short term investments                                                          B7
	28
	
	28

	Tax recoverable
	214
	
	551

	Cash and bank balances

	15,460
	
	17,456

	Total current assets
	435,370
	
	354,604

	Total assets
	561,653
	
	472,515


	Equity  
	
	
	

	Share capital
	99,000
	
	99,000

	Reserves
	104,290
	
	76,254

	Total equity attributable to shareholders of the Company
	203,290
	
	175,254

	Minority interests
	11,608
	
	8,685

	Total equity
	214,898
	
	183,939

	
	
	
	

	Liabilities


	
	
	

	Borrowings                                                                            B9
	25,091
	
	11,326

	Deferred tax liabilities
	4,986
	
	4,986

	Total non-current liabilities 
	30,077
	
	16,312

	
	
	
	

	Borrowings
  B9
	234,913
	
	192,610

	Taxation
	4,865
	
	2,322

	Payables and accruals
	76,900
	
	77,332

	Total current liabilities
	316,678
	
	272,264

	Total liabilities
	346,755
	
	288,576

	Total equity and liabilities
	561,653
	
	472,515


The Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2007 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Income Statement

For the period ended 30 September 2008
	
	
	
	
	Individual Quarter
	Cumulative Quarter

	
	
	
	
	Current 

year 

quarter
	Preceding year corresponding quarter
	Current year 

To-date
	Preceding year corresponding period

	
	
	
	
	30/9/2008
	30/9/2007
	30/9/2008
	30/9/2007

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

	
	
	
	
	
	
	
	

	
	
	
	Revenue
	187,963
	146,279
	607,119
	408,753

	
	
	
	Cost of sales
	(164,421)
	(129,607)
	(525,665)
	(358,141)

	
	
	
	
	
	
	
	

	
	
	
	Gross profit
	23,542
	16,672
	81,454
	50,612

	
	
	
	Other operating income
	102
	442
	813
	1,027

	
	
	
	Operating expenses
	(11,839)
	(9,874)
	(32,995)
	(29,912)

	
	
	
	Interest expense
	           (3,351)
	(2,488)
	(9,229)
	(7,571)

	
	
	
	Share of profits of 

    associated company
	-
	-
	-
	-

	
	
	
	Profit before taxation
	8,454
	4,752
	40,043
	14,156

	
	
	
	Tax expense
	(1,116)
	(1,177)
	(7,234)
	(4,183)

	
	
	
	
	
	
	
	

	
	
	
	Profit for the period
	7,338 
	         3,575     
	         32,809
	9,973

	
	
	
	
	
	
	
	

	
	
	
	Attributable to:


	
	
	
	

	
	
	
	Equity holders of the Company
	6,148
	3,499
	29,954
	9,596

	
	
	
	Minority interests
	1,190
	76
	2,855
	377

	
	
	
	
	7,338      
	3,575
	          32,809
	 9,973 

	
	
	
	Basic earnings per ordinary shares (sen) (Refer Note B13)
	3.2
	2.0
	15.5
	5.5

	
	
	
	
	
	
	
	

	
	
	
	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 2007 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement Of Changes In Equity 

For the period ended 30 September 2008


Attributable to equity holders of the parent 

          Minority  
Total



/-----------------Non-distributable------------------/           
 Distributable     
    
   interests  

 


Share
Share
Translation 
Treasury
Retained





capital
premium  
reserve
shares
profits 
Subtotal

Note  
RM’000
      RM’000 
RM’000
 RM’000
RM’000
RM’000 
RM’000
RM’000
At 1 January 2008

99,000
    13,712
-
(2,187)
64,729
175,254
8,685
183,939



Profit for the period
-
-
-
-
29,954
29,954  
   2,855       
32,809
Total recognised income and 


expense for the period
-
-
-
-
29,954
29,954        
2,855
32,809
Foreign exchange translation 


differences
-
-
43
-
-
43
11
54

Share of net assets in subsidiary
-
-
-
-
-
-
108
108
Treasury shares disposed
A6
 -
220
-
393
-
613
-
613

Treasury shares acquired
A6
 -
-
-
(1,503)
-
(1,503)
-
(1,503)

Dividends

-
-
-
-
(1,071)
(1,071)
(51) 
(1,122)



____________________________________________________________________________________________________________

At 30 September 2008

99,000
13,932
43
(3,297)
93,612
203,290
11,608 
214,898


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

Condensed Consolidated Statement Of Changes In Equity 

For the period ended 30 September 2008 (cont’d)

                 Attributable to equity holders of the parent
            Minority  
Total


Non-distributable   Distributable
       interests  
 



                  Share
Share
Treasury
Retained




capital
premium  
shares
profits 
Subtotal



Note  
RM’000
      RM’000 
RM’000
 RM’000
RM’000
RM’000 
RM’000

At 1 January 2007
82,500
    15,339
(534)
47,548
144,853
2,709
147,562




Profit for the period
-
-
-
9,596
9,596            377
9,973
Total recognised income and 


expense for the period
-
-
-
9,596
9,596           
377
9,973


Treasury shares disposed
  A6

-
542
1,256   
-
1,798
-
1,798
Treasury shares acquired     A6

-
-
(722)
-
(722)
-
(722)
Share of net assets in subsidiary

-
-
-
-
-
800   
800    

Corporate exercise expenses

-
(221)
-
-
(221)
-
(221)






Dividends

-
-
-
(1,187)
   (1,187)
         (53)
(1,240)


___________________________________________________________________
At 30 September 2007
   82,500
15,660
-
55,957
154,117     
  3,833
157,950



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

The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2007 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Cash Flow Statement 
For the period ended 30 September 2008




   Preceding year


  Current
  corresponding

  year to-date
period



                                  30 September          30 September



Note
2008
2007
Cash flows from operating activities 
  RM’000
         RM’000      


Profit before taxation 

40,043
    14,156
      Adjustments for:



Amortisation of prepaid lease payments
175
188


Depreciation
7,517
8,053


Plant and equipment written off
9
7



Gain on disposal of property, plant and equipment
(13)
(8)



Gain on disposal of quoted investments
-
(8)



Gain on disposal of unquoted investment
(19)
-



Interest expense
9,228
7,571


Interest income
(66)
(114)



Unrealised foreign exchange gain
54
-




_________
_________


Operating profit before working capital changes 
56,929
29,845

(Increase)/decrease in working capital:



  Development properties

(21,507)
-

          Inventories
(48,233)
(19,053)



Trade and other receivables
(13,031)
(29,999)



Trade and other payables
(432)
493



_________
_________


Cash used in operations
(26,274)
(18,714)

      Income taxes paid 
(5,004)
(3,775)


Interest paid
(973)
(1,170)



_________
_________


Net cash used in operating activities 
(32,251)
(23,659)




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

Cash flows from investing activities


Interest received

66
114

Proceeds from sale of property, plant and equipment

508
275

Proceeds from sale of quoted investments

-
21

Lease payment prepaid

(1,300)
(2,467)


Purchase of property, plant and equipment

(12,290)
(11,079)




_________
_________


Net cash used in investing activities 
(13,016)
(13,136)




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

Cash flows from financing activities 


Net proceeds from loan and other borrowings 
65,761
45,244

Proceeds from disposal of treasury shares
613
1,798

Proceeds from issuance of shares to minority interests

127
800


Repayment of loan and other borrowings
(3,106)
(1,913)


Repayment of hire purchase liabilities
(2,166)
(2,444)


Interest paid
(8,256)
(6,401)


Dividend paid to minority interests

(51)
(53)

Dividends paid

(1,071)
(1,187)


Purchase of treasury shares
(1,503)
(722)

Corporate exercise expenses
-
(221)




________
________


Net cash generated from financing activities 
50,348
34,901



------------
------------
Condensed Consolidated Cash Flow Statement 

For the period ended 30 September 2008




   Preceding year


  Current
  corresponding

  year to-date
period




                      30 September
         30 September




2008
2007




  RM’000
         RM’000      
Net increase/(decrease) in cash and cash equivalents 
5,081
(1,894)

Cash and cash equivalents at beginning of period 
(4,319)
(16,147)




_________
_________

Cash and cash equivalents at end of period

762
(18,041)




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

Notes: 

Cash and cash equivalents comprise:



Cash and bank balances
15,460
5,082


Bank overdrafts
(14,698)
(23,123)




_________
_________





762
(18,041)




=======
=======
The Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements for the year ended 31 December 2007 and the accompanying explanatory notes attached to the interim financial statements.

Notes to the interim financial report for the financial quarter ended 30 September 2008
A. Compliance with Financial Reporting Standards (“FRS”) 134 Paragraph 16

A1.
Basis of preparation 

The interim financial report is unaudited and has been prepared in compliance with FRS 134- Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) 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 2007. 

The accounting policies and methods of computation followed 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 2007. 
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 2007.

A6. 
Debt and Equity Securities

On 23 May 2008, the shareholders of the Company granted their approval for the Company’s plan to repurchase its own ordinary shares at the Seventh Annual General Meeting held on even-date.  During the current quarter, the Company repurchased 10,000 of its issued ordinary shares from the open market at an average price of RM0.74 per share for a total cash consideration of RM7,354, and disposed 555,000 of its issued ordinary shares held as treasury shares in the open market at an average price of RM1.10 per share for a total cash consideration of RM612,790, resulting in a surplus of RM219,711 which was credited to the share premium account.  

As of current year-to-date, a total of 2,210,000 ordinary shares were repurchased from the open market at an average price of RM0.68 per share for a total cash consideration of RM1,502,789 and disposed 555,000 of its issued ordinary shares held as treasury shares in the open market at an average price of RM1.10 per share for a total cash consideration of RM612,790.  The repurchased transaction was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.  There were 4,655,000 treasury shares held at end of the current quarter.
Other than the above, there were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and financial year-to-date.
A7. 
Dividend paid

The approved final dividend of 0.75 sen gross per share less tax totalling RM1,071,040 in respect of the financial year ended 31 December 2007 was paid on 4 July 2008 to depositors whose names appeared in the Record of Depositors on 6 June 2008.  
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
	Property Development
RM’000
	Elimination

RM’000
	Consolidated

RM’000

	Revenue from external customer
	423,969
	183,150
	-
	-
	-
	607,119

	Inter-segment revenue
	122,498
	123,358
	-
	-
	(245,856)
	-

	Total revenue
	546,467
	306,508
	-
	-
	(245,856)
	607,119

	Segment result
	29,946
	26,469
	(286)
	(780)
	(6,143)
	49,206

	Unallocated income

· Interest income
	
	
	
	
	
	66

	Operating profit
	
	
	
	
	
	49,272

	Interest expense
	
	
	
	
	
	(9,229)

	Profit before tax
	
	
	
	
	
	40,043

	Tax expense
	
	
	
	
	
	(7,234)

	Profit for the year
	
	
	
	
	
	32,809

	Attributable to:
	
	
	
	
	
	

	Equity holders of the Company
	
	
	
	
	       29,954

	Minority interests
	
	
	
	
	
	      2,855

	
	
	
	
	
	
	32,809

	Segment assets
	416,541
	250,317
	114,315
	40,444
	(260,845)
	560,772

	Unallocated assets
	
	
	
	
	881
	881

	
	
	
	
	
	
	561,653

	Segment liabilities
	(289,594)
	(192,846)
	(544)
	(34,046)
	175,261
	(341,769)

	Unallocated liabilities
	
	
	
	
	
	        (4,986)

	
	
	
	
	
	
	(346,755)

	Capital expenditure
	4,722
	9,809
	-
	21,907
	-
	36,438

	Depreciation and amortisation
	2,010
	5,675
	-
	7
	-
	7,692

	Other non-cash income
	(23)
	-
	-
	-
	-
	(23)


A9. 
Valuation of property, plant and equipment, prepaid lease payments and investment properties

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

A10. Subsequent Events


There were no material subsequent events since 31 December 2007 until 20 November 2008, 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 under review.

A12.
Changes in contingent liabilities 

The changes in contingent liabilities of the Company since 31 December 2007 until 20 November 2008, being the date not earlier than 7 days from the date of this announcement were as follows:

	
	RM’000

	Corporate guarantees issued to financial institutions for banking facilities granted to its subsidiaries

Corporate guarantees issued to suppliers for credit facilities granted to its non wholly-owned subsidiaries
	83,162
8,000

	
	91,162


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

B1.
Review of performance
	
	Current year 

to-date

30/9/08
RM’000
	Preceding year

corresponding  

period

30/9/07 

RM’000

	Revenue
	607,119
	408,753

	Profit before taxation 
	40,043
	14,156


The increase in revenue and profit before taxation as compared to corresponding period ended 30 September 2007 were mainly due to the strong market demand and general increase in selling prices of its metal-related trading products and manufactured steel products in tandem with the uptrend in international and domestic metal prices during the first half of the year.

B2.
Comparison with preceding quarter’s results 

	
	   Current quarter 

30/9/08
RM’000
	Preceding quarter

30/6/08 

RM’000

	Revenue
	 187,963
	 227,575

	Profit before taxation 
	8,454
	16,370


The decrease in revenue and profit before taxation as compared to the preceding quarter ended 30 June 2008 were mainly due to weakening market demand and prices of its metal-related trading products and manufactured steel products attributable to the volatile international and domestic metal commodity market experienced during the current quarter.
B3.
Prospects

The performance of the Group will continue to be affected by factors such as the volatility in the international and domestic metal prices, and the timely implementation of projects in the construction, utilities and infrastructure sectors under the Ninth Malaysia Plan. The Group will continue to focus on expanding its existing product range for its wholesale and distribution division locally and abroad, and invest to increase its operating capacity in its manufacturing division.  
The Directors expect the performance of the wholesale and distribution division will continue to be affected by the volatility in the international and domestic metal commodity market, whilst the performance of the manufacturing division is dependent on the timely implementation of the waterworks and infrastructure projects.   

Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group will remain challenging.

B4.
Profit Forecast and/or Profit Guarantee

Not applicable as no profit forecast was published. 

B5.
Taxation

	
	Current year 

quarter

30/9/08

RM’000
	Current  

year to date

30/9/08 

RM’000

	Current tax expense 
	1,116
	6,584

	Deferred tax assets
	-
	650

	
	1,116
	7,234

	Tax expense based on statutory income tax rate  of 26%
	2,198
	10,411

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

	Depreciation of non-qualifying assets

Other non-deductible expenses

Utilisation of tax credits

Tax exempt income

Effect of change in tax rate
	114
 (10)
(1,200)

(78)

92
	339
441
(1,854)

(1,944)

(159)

	Tax expense for the period                            
	1,116
	7,234


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 for the current quarter.  For the financial year-to-date, a wholly owned subsidiary had disposed 97,200 ordinary shares of SGD 1.00 each, representing 20% equity interest in Engtex (S) Pte Ltd., (“ESPL”) to a third party for a cash consideration of SGD55, 278.  Subsequent to the disposal, the shareholding in ESPL has been diluted from 100% to 80%.The sale of unquoted investment has resulted in a group gain of approximately RM19, 274.   

B7.
Investment in Quoted Securities

(a) There is no total purchases or disposals of quoted securities and profit/(loss) arising therefrom for the current quarter and financial year-to-date.

(b) The investment in quoted securities as at 30 September 2008 is as follows:

	
	
	RM’000

	At cost/carrying value
	
	28.0

	At market value
	
	20.0


B8.
Status of Corporate Proposals Announced

Employees’ Share Option Scheme (“ESOS”)

The Company’s ESOS scheme covers a duration of five years effective from 1 September 2004.  To-date, no offers have been granted to eligible directors and employees of the Group.  
B9.
Group Borrowings and Debt Securities 

The Group’s borrowings as at 30 September 2008, which were denominated in Ringgit Malaysia, were as follows:

	
	Secured
	Unsecured
	Total

	Short term
	RM’000
	RM’000
	RM’000

	Bank overdraft
	6,660
	8,038
	14,698

	Revolving credit
	3,000
	5,000
	8,000

	Bills payable 
	56,693
	150,065
	206,758

	Term loans
	3,022
	-
	3,022

	Hire purchase liabilities
	-
	2,435
	2,435

	
	69,375
	165,538
	234,913

	
	
	
	

	Long term
	
	
	

	Term loans
	23,171
	-
	23,171

	Hire purchase liabilities
	-
	1,920
	            1,920               

	
	23,171
	1,920
	25,091


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 20 November 2008, being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend declared

The Board does not recommend any interim dividend for the financial quarter ended 30 September 2008.
B13.
Basic and diluted earnings per share


The calculation of basic earnings per share for the current quarter and period ended 30 September 2008 are based on the net profit attributable to equity holders of the Company of RM6.148 million and RM29.954 million respectively and the weighted average increased number of ordinary shares in issue as follows:

Weighted average number of ordinary shares
	
	Current quarter 

30/9/08
	Current year to date

30/9/08

	Number of ordinary shares in issue
	198,000,000
	198,000,000

	Effects of shares repurchased   
	(4,883,261)
	(4,715,832)

	Weighted average number of ordinary shares
	193,116,739
	193,284,168



The calculation of basic earnings per share in the preceding year corresponding quarter and period ended 30 September 2007 were based on the net profit attributable to equity holders of the Company of RM3.499 million and RM9.596 million respectively, and the weighted average number of ordinary shares in issue as follows:

Weighted average number of ordinary shares
	
	Preceding year corresponding quarter 

30/9/07
	Preceding year to date

30/9/07

	Issued ordinary shares at beginning of the period
	82,500,000
	82,500,000

	Effect of share split
	82,500,000
	82,500,000

	Effect of rights issue
	11,618,494
	11,531,827

	Effects of shares repurchased  
	(17,391)
	(1,248,051)

	Weighted average number of ordinary shares
	176,601,103
	175,283,776


B14.
Capital commitment
	
	
	30 September 

2008
RM’000



Property, plant and equipment 



Authorised but not contracted for 

4,103


Contracted but not provided for in the financial statements
          
5,072




________





9,175

 
 
    
========
B15. Related party transactions


Significant related party transactions with companies in which certain Directors have interest for the period ended 30 September 2008 were as follows:

    
   
              
RM’000

Sales



  
   (4,116)    


Purchases

   

577



Rental expense payable


1,294

Consultancy fee payable


58

Interest payable on advances given


47






   =======


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: 

	
	30 September
2008
RM’000
	31 December 2007
RM’000

	Corporate guarantees issued to financial institutions for banking facilities granted to its non wholly-owned subsidiaries
	144,737
	98,077

	Corporate guarantees issued to suppliers for credit facilities granted to its non wholly-owned subsidiaries
	5,850
	4,150

	
	150,587
	102,227


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