Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the Third Quarter ended 30 September 2009
(The figures have not been audited)

Condensed Consolidated Balance Sheet 

As at 30 September 2009


Audited


    As at
     As at 


       
 
  30 September
31 December

 
Note 
  2009
              2008


      RM’000
        RM’000    

Assets

	Property, plant and equipment                                              A9
	109,897
	
	108,039

	Prepaid lease payments                                                         A9
	19,623
	
	20,361

	Investment properties                                                            A9
	1,268
	
	1,289

	Land held for property development
	5,751
	
	5,751

	Deferred tax assets


	548
	
	466

	Total non-current assets
	137,087
	
	135,906


	Property development cost
	28,660
	
	28,801

	Inventories

Receivables, deposits and prepayments

	127,566
183,103
	
	141,783

170,755

	Short term investments                                                          B7
	28
	
	28

	Tax recoverable
Assets classified as held for sale                                      B6(a)(ii)
	1,086
1,356
	
	941
938

	Cash and bank balances

	24,761
	
	17,826

	Total current assets
	366,560
	
	361,072

	Total assets
	503,647
	
	496,978


	Equity  


	
	
	

	Share capital
	99,000
	
	99,000

	Reserves
	125,676
	
	104,755

	Total equity attributable to shareholders of the Company
	224,676
	
	203,755

	Minority interests
	8,554
	
	11,599

	Total equity
	233,230
	
	215,354

	
	
	
	

	Liabilities


	
	
	

	Borrowings                                                                            B9
	22,911
	
	23,363

	Deferred tax liabilities
	4,808
	
	4,836

	Total non-current liabilities 
	27,719
	
	28,199

	
	
	
	

	Borrowings
  B9
	172,448
	
	200,435

	Taxation
	2,282
	
	1,270

	Payables and accruals
	67,968
	
	51,720

	Total current liabilities
	242,698
	
	253,425

	Total liabilities
	270,417
	
	281,624

	Total equity and liabilities
	503,647
	
	496,978


The Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2008 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Income Statement

For the period ended 30 September 2009
	
	
	
	
	Individual Quarter
	Cumulative Quarter

	
	
	
	
	Current 

year 

quarter
	Preceding year corresponding quarter
	Current 

year 

quarter
	Preceding year corresponding quarter

	
	
	
	
	30/9/2009
	30/9/2008
	30/9/2009
	30/9/2008

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

	
	
	
	
	
	
	
	

	
	
	
	Revenue
	160,434
	187,963
	449,928
	607,119

	
	
	
	Cost of sales
	(133,010)
	(164,421)
	(387,129)
	(525,665)

	
	
	
	
	


	
	
	

	
	
	
	Gross profit
	27,424
	23,542
	62,799
	81,454

	
	
	
	Other operating income
	393
	102
	1,877
	813

	
	
	
	Operating expenses
	(11,714)
	(11,839)
	(33,205)
	(32,995)

	
	
	
	Interest expense
	           (1,597)
	(3,351)
	(5,453)
	(9,229)

	
	
	
	    
	
	
	
	

	
	
	
	Profit before taxation
	14,506
	8,454
	26,018
	40,043

	
	
	
	Tax expense
	(2,498)
	(1,116)
	(5,171)
	(7,234)

	
	
	
	
	
	
	
	

	
	
	
	Profit for the period
	12,008
	         7,338     
	         20,847
	32,809

	
	
	
	
	
	
	
	

	
	
	
	Attributable to:


	
	
	
	

	
	
	
	Equity holders of the Company
	11,557
	6,148
	19,917
	29,954

	
	
	
	Minority interests
	451
	1,190
	930
	2,855

	
	
	
	
	12,008
	7,338
	          20,847
	32,809 

	
	
	
	Basic earnings per ordinary shares (sen) (Refer Note B13)
	5.89
	3.18
	10.23
	15.50

	
	
	
	
	
	
	
	

	
	
	
	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 2008 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement of Changes In Equity 

For the period ended 30 September 2009

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 2009

99,000
    13,932
29
(3,301)
94,095
203,755
11,599
215,354
Profit for the period
-
-
-
-
19,917
19,917
       930
20,847
Total recognised income and 


expense for the period
-
-
-
-
19,917
19,917
       930
20,847
Shares issued by a subsidiary
-
-
-
-
-
-
280
280
Acquisition of minority interests
-
-
-
-
-
-
(4,183)
(4,183)
Share of net liabilities acquired from


new shares issued by a subsidiary
-
-
3
-
(282)
(279)
279
-
Treasury shares disposed
A6
-
267
-
2,125
-
2,392
-
2,392
Treasury shares acquired
A6
-

-
(5)
-
(5)
-
(5)
Dividends
A7
-
-
-
-
(1,104)
(1,104)
(351) 
(1,455)



____________________________________________________________________________________________________________

At 30 September 2009

99,000
14,199
32
(1,181)
112,626
224,676
8,554
233,230


================================================================================================
Condensed Consolidated Statement of Changes In Equity 

For the period ended 30 September 2009 (cont’d)


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        
 

-
220
-

393
-
613
-
613
Treasury shares acquired         
 

-
-
-

(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


================================================================================================
The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2008 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Cash Flow Statement 
For the period ended 30 September 2009






       




   Preceding year


  Current
  corresponding

  year to-date
period



                         30 September        30 September


Note
2009
2008
Cash flows from operating activities 
  RM’000
         RM’000      


Profit before taxation 

26,018
    40,043
     Adjustments for:



Amortisation of prepaid lease payments
195
176


Goodwill written off
(48)
-



Depreciation of property, plant and equipment
8,551
7,517


Plant and equipment written off
80
9


Loss/(Gain) on disposal of property, plant and equipment
(603)
(13)


Gain on disposal of unquoted investment
-
(19)



Interest expense
5,453
9,228


Interest income
(124)
(66)



Unrealised foreign exchange gain
-
54





_________
_________


Operating profit before working capital changes 
39,522
56,929

Changes in working capital:

         Property development cost
30
(21,507)

  Inventories
14,217
(48,233)



Trade and other receivables
(12,348)
(13,031)



Trade and other payables
14,437
(432)



_________
_________


Cash generated from/(used in) operations
55,858
(26,274)
     Income taxes paid 
(4,414)
(5,004)


Interest paid
(828)
(973)



_________
_________


Net cash generated from/(used in) operating activities 
50,616
(32,251)



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

Cash flows from investing activities


Interest received

124
66

Proceeds from sale of property, plant and equipment

2,004
508

Lease payment prepaid

-
(1,300)


Purchase of property, plant and equipment

(11,744)
(12,290)


Acquisition of minority interests
B8(b)
(2,213)
-



_________
_________


Net cash used in investing activities 
(11,829)
(13,016)




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

Cash flows from financing activities 


Net (repayment of)/proceeds from loan and other borrowings 
(4,354)
62,655

Proceeds from issuance of shares to minority interest
280
127

Repayment of hire purchase liabilities
(2,922)
(2,166)


Interest paid
(4,625)
(8,256)


Dividend paid to minority interests

(351)
(51)

Dividend paid

(1,104)
(1,071)


Proceeds from sale of treasury shares
A6
2,392
613

Purchase of treasury shares
A6
(5)
(1,503)



________
________


Net cash (used in)/generated from financing activities 
(10,689)
50,348









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

For the period ended 30 September 2009




   Preceding year


  Current
  corresponding

  year to-date
period



                         30 September        30 September



2009
2008




  RM’000
         RM’000      
Net increase in cash and cash equivalents 
28,098
5,081
Cash and cash equivalents at beginning of period
(12,147)
(4,319)




_________
_________

Cash and cash equivalents at end of period

15,951
762



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

Notes: 

Cash and cash equivalents comprise:



Cash and bank balances
24,761
15,460


Bank overdrafts
(8,810)
(14,698)




_________
_________





15,951
762



=======
=======
The Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements for the year ended 31 December 2008 and the accompanying explanatory notes attached to the interim financial statements.

Notes to the interim financial report for the financial quarter ended 30 September 2009
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 2008. 

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 2008. 
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 and financial year-to-date.
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 2008.

A6. 
Debt and Equity Securities

On 28 May 2009, the shareholders of the Company granted their approval for the Company’s plan to repurchase its own ordinary shares at the Eighth Annual General Meeting held on even-date. During the current quarter, the Company repurchased a total of 5,000 ordinary shares from the open market at an average price of RM0.95 per share for a total cash consideration of RM4,746. 

As of current year-to-date, a total of 5,000 ordinary shares were repurchased from the open market at an average price of RM0.95 per share for a total cash consideration of RM4,746 and 3,000,000 of its issued ordinary shares held as treasury shares were disposed in the open market at an average price of RM0.80 per share for a total cash consideration of RM2,392,568.  The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.  There were 1,665,000 treasury shares held at end of the current quarter.
Other than the above, there were no issuance, cancellation, repurchases, resale and repayment 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 RM1,104,412.50 in respect of the financial year ended 31 December 2008 was paid on 3 July 2009 to depositors whose names appeared in the Record of Depositors on 15 June 2009.  
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
	322,847

	115,034

	-

	12,047

	-

	449,928


	Inter segment revenue
	22,482
	64,572

	600

	-

	(87,654)

	-


	Total revenue
	345,329
	179,606
	600
	12,047
	(87,654)
	449,928

	Segment result
	18,255
	13,432
	315
	2,787
	(3,442)
	31,347

	Interest income
	667
	140
	69
	4
	(756)
	124

	Interest expense
	(3,802)
	(2,203)
	-
	      (204)
	756
	(5,453)

	Profit before tax
	15,120
	11,369
	384
	2,587
	(3,442)
	26,018

	Tax expense
	
	
	
	
	
	(5,171)

	Profit for the period
	
	
	
	
	
	20,847

	Attributable to:
	
	
	
	
	
	

	Equity holders of the Company
	
	
	
	
	19,917

	Minority interests
	
	
	
	
	
	930

	
	
	
	
	
	
	20,847

	Segment assets
	360,085
	212,736
	119,191
	52,852
	(241,765)
	503,099

	Unallocated assets
	
	
	
	
	
	548

	
	
	
	
	
	
	503,647

	Segment liabilities
	(226,672)
	(145,437)
	(153)
	(44,672)
	151,325
	2
(265,609)

	Unallocated liabilities
	
	
	
	
	
	        (4,808)

	
	
	
	
	
	
	270,417

	Capital expenditure

Property held for development
	7,468
-
	4,254
-
	-
-
	111
141
	(89)
(111)
	11,744
30

	Depreciation and amortisation
	2,285
	6,413
	-
	48
	-
	8,746

	Other non-cash (income)/expenses 
	(742)
	215
	-
	-
	(44)
	 (571)


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


On 8 October 2009, the Company subscribed for 6 new ordinary shares of RM1.00 each representing 60% equity interest in EngLen Manufacturing Sdn. Bhd. ("EMSB") for a total cash consideration of RM6. The intended principal activity of EMSB is manufacturing and distribution of steel products.

Other than the above, there were no material subsequent events since 31 December 2008 until 17 November 2009, 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 under review.

A12.
Changes in contingent liabilities 

The changes in contingent liabilities of the Company since 31 December 2008 until 17 November 2009, 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 subsidiaries
	(6,846)
9,770

	
	2,924


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

B1.
Review of performance
	
	Current year 

to-date

30/9/09

RM’000
	Preceding year

corresponding  

period

30/9/08

RM’000

	Revenue
	449,928
	607,119

	Profit before taxation 
	26,018
	40,043


The decrease in revenue and profit before taxation as compared to corresponding period ended 30 September 2008 were mainly due to the strong market demand and prices of its metal-related trading products and manufactured steel products in the preceding year corresponding period in tandem with the uptrend in international and domestic metal commodity market for the first eight months of 2008.  Since then, the market demand has declined and this has resulted in the decrease in current period revenue and profit before taxation.
B2.
Comparison with preceding quarter’s results 

	
	   Current quarter 

30/9/09

RM’000
	Preceding quarter

30/6/09
RM’000

	Revenue
	160,434
	158,156

	Profit before taxation 
	14,506
	8,224


The increase in revenue as compared to the preceding quarter ended 30 June 2009 was mainly attributed to the contribution from development activity of its maiden “Tiaraputeri” project in Bukit Rahman Putra, Selangor, whilst the increase in corresponding profit before taxation was mainly attributed to the contribution from the said development activity and the improved margins for certain manufactured products. 

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 Government’s stimulus packages.  The Group will continue to focus on expanding its existing product range for its wholesale and distribution division locally and abroad, and will improve and optimise its operating capacity in its manufacturing division.  The property division will continue to reap benefits from its maiden development activity in Bukit Rahman Putra, Selangor. Against this backdrop, the Directors are cautiously optimistic of the performance of the Group in the remaining quarter of this financial year.  
B4.
Profit Forecast and/or Profit Guarantee

Not applicable as no profit forecast was published. 

B5.
Taxation

	
	Current year 

quarter

30/9/09
RM’000
	Current  

year to date

30/9/09
RM’000

	Current tax (credit)/expense 

Under provided in prior year
	2,454
119
	5,243
10

	Deferred tax assets
	(75)
	(82)

	
	2,498
	5,171

	Reconciliation of effective tax expense


	
	

	Income tax using Malaysian tax rate of 25%
	3,627
	6,505

	Non deductible expenses 
	250
	549

	Tax benefits
Deferred tax assets not  recognised
Utilisation of previously unrecognised deferred tax benefits
Under provided in prior year
	(104)
(633)
(761)
119
	(569)
(15)
(1,309)
10

	Tax expense for the period                            
	2,498
	5,171


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 other than as follows:  
(i) on 27 April 2009, a wholly owned subsidiary has completed the disposal of a piece of leasehold land and building located at Mukim 13, Province Wellesley Central, Penang for a total cash consideration of RM1,600,000.  The disposal has resulted in a gain of RM662,496. 
(ii) on 17 September  2009, a non wholly owned foreign subsidiary has entered into an agreement with a third party to dispose a piece of leasehold industrial land and building located in Singapore for a total cash consideration of S$665,000, of which S$33,250 was received as deposit.  The transaction is expected to be completed by December 2009.
(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 or disposal 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 2009 is as follows:

	
	
	RM’000

	At cost/carrying value
	
	28.0

	At market value
	
	20.4


B8.
Status of Corporate Proposals Announced

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

The Company’s ESOS scheme which covers a duration of five years effective from 1 September 2004 has expired on 31 August 2009.  As of to-date, no offers have been granted to eligible directors and employees of the Group.  

(b)
Acquisition of subsidiary

On 1 June 2009, a wholly owned subsidiary acquired 3,185,000 ordinary shares of RM1.00 each representing the remaining 49% equity interest in Alimach Holdings Sdn. Bhd. (“AHSB”) for a total cash consideration of RM4,023,908.  The consideration is payable by an initial payment of RM402,391 and then followed by 4 quarterly instalments of RM905,379 each commencing on 30 June 2009. At end of the current quarter, RM2,213,149 was paid.   

B9.
Group Borrowings and Debt Securities 

The Group’s borrowings as at 30 September 2009, which were denominated in Ringgit Malaysia, were as follows:

	
	Secured
	Unsecured
	Total

	Short term
	RM’000
	RM’000
	RM’000

	Bank overdraft
	3,918
	4,892
	8,810

	Revolving credit
	-
	5,000
	5,000

	Bills payable 
	18,798
	131,585
	150,383

	Term loans
	5,848
	-
	5,848

	Hire purchase liabilities
	2,407
	-
	2,407

	
	30,971
	141,477
	172,448

	Long term
	
	
	

	Term loans
	20,072
	-
	20,072

	Hire purchase liabilities
	2,839
	-
	            2,839 

	
	22,911
	-
	22,911


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 17 November 2009, 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 2009.
B13.
Basic and diluted earnings per share


The calculation of basic earnings per share for the current quarter and period ended 30 September 2009 are based on the net profit attributable to equity holders of the Company of RM11.557 million and RM19.917 million respectively and the weighted average number of ordinary shares in issue as follows:
B13.
  Basic and diluted earnings per share (continued)
Weighted average number of ordinary shares
	
	Current quarter 

30/9/09
	Current year to date

30/9/09

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

	Effects of shares repurchased   
	(1,663,478)
	(3,395,123)

	Weighted average number of ordinary shares
	196,336,522
	194,604,877


The calculation of basic earnings per share in the preceding year corresponding quarter and period ended 30 September 2008 were 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 number of ordinary shares in issue as follows:

	
	Preceding year corresponding quarter 

30/9/08
	Preceding 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


B14.
Capital commitment
	
	
	30 September
2009
RM’000



Property, plant and equipment 



Authorised but not contracted for 

6,274

Contracted but not provided for in the financial statements
          
13,027




________





19,301

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


Significant related party transactions with companies in which certain Directors have interest for the period ended 30 September 2009 were as follows:

    
   
              
RM’000

Sales



  
   (2,218)    


Purchases

   

411



Rental expense payable


1,303

Interest payable on advances given


36






   =======


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 

2009
RM’000
	31 December 2008
RM’000

	Corporate guarantees issued to financial institutions for banking facilities granted to its non wholly-owned subsidiaries
	130,296
	145,203

	Corporate guarantees issued to suppliers for credit facilities granted to its non wholly-owned subsidiaries
	5,020
	4,350

	
	135,316
	149,553


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