Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the Second Quarter ended 30 June 2011
(The figures have not been audited)

Condensed Consolidated Statement of Financial Position 

As at 30 June 2011



Audited


  As at
     As at 


       
  30 June
31 December

 
Note 
  2011
              2010


      RM’000
        RM’000    

ASSETS
	Property, plant and equipment                                              A9
	130,334
	
	128,385

	Investment properties                                                            A9
	1,584
	
	1,606

	Deferred tax assets


	281
	
	133

	Total non-current assets
	132,199
	
	130,124


	Property development cost
	57,712
	
	34,364

	Inventories

Receivables, deposits and prepayments

	180,161 224,963
	
	148,120
202,191

	Current tax assets
Assets classified as held for sale                                         
	989 
4,678
	
	962
5,496

	Cash and cash equivalents

	32,653
	
	26,682

	Total current assets
	501,156
	
	417,815

	TOTAL ASSETS
	633,355
	
	547,939


	EQUITY AND LIABILITIES

	
	
	

	Share capital
	99,000
	
	99,000

	Reserves
	170,526
	
	158,105

	Total equity attributable to owners of the Company
	269,526
	
	257,105

	Non-controlling interests
	10,093
	
	9,304

	TOTAL EQUITY
	279,619
	
	266,409

	
	
	
	

	LIABILITIES

	
	
	

	Borrowings
  B10
	29,820
	
	20,327

	Deferred tax liabilities
	5,121
	
	5,174

	Total non-current liabilities 
	34,941
	
	25,501

	
	
	
	

	Payables and accruals 
	76,837
	
	69,901

	Borrowings
  B10
	232,852
	
	182,722

	Current tax liabilities
	6,973
	
	3,406

	Dividend payable
  A10(i)
	2,133
	
	· 

	Total current liabilities
	318,795
	
	256,029

	TOTAL LIABILITIES
	353,736
	
	281,530

	TOTAL EQUITY AND LIABILITIES
	633,355
	
	547,939


The Condensed Consolidated Statement of Financial Position should be read in conjunction with the audited financial statements for the year ended 31 December 2010 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Statement of Comprehensive Income
For the period ended 30 June 2011
	
	
	
	
	Individual Quarter
	Cumulative Quarter

	
	
	
	
	Current 

year 

quarter
	Preceding year corresponding quarter
	Current 

year 

quarter
	Preceding year corresponding quarter

	
	
	
	
	30/6/2011
	30/6/2010
	30/6/2011
	30/6/2010

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

	
	
	
	
	
	
	
	

	
	
	
	Revenue
	190,056
	193,541
	375,249
	344,086

	
	
	
	Cost of sales
	(162,179)
	(164,614)
	(318,432)
	(290,406)

	
	
	
	
	


	
	
	

	
	
	
	Gross profit
	27,877
	28,927
	56,817
	53,680

	
	
	
	Other operating income
	540
	581
	974
	1,436

	
	
	
	Operating expenses
	(15,157)
	(14,539)
	(28,910)
	(26,987)

	
	
	
	Interest expense
	          (2,602)
	(2,061)
	(4,812)
	(3,669)

	
	
	
	    
	
	
	
	

	
	
	
	Profit before tax
	10,658
	12,908
	24,069
	24,460

	
	
	
	Income tax expense
	(3,294)
	(2,716)
	(6,104)
	(5,161)

	
	
	
	
	
	
	
	

	
	
	
	Profit for the period and total   comprehensive income for the period
	7,364
	       10,192     
	         17,965
	     19,299     

	
	
	
	
	
	
	
	

	
	
	
	Total comprehensive income 
       attributable to:
	
	
	
	

	
	
	
	   Owners of the Company
	6,928
	9,555
	17,129
	18,358

	
	
	
	   Non-controlling interests
	436
	637
	836
	941

	
	
	
	
	7,364
	10,192
	17,965
	19,299

	
	
	
	Basic earnings/ (loss)  per ordinary shares (sen) (Refer Note B14)
	3.65
	4.87
	8.98
	9.35

	
	
	
	
	
	
	
	

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


The Condensed Consolidated Statement of Comprehensive Income should be read in conjunction with the audited financial statements for the year ended 31 December 2010 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement of Changes In Equity 

For the period ended 30 June 2011

/--------------------------------Attributable to Owners of the Company--------------------------------/ 





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


Share
Share
Translation 
Treasury
Retained
controlling

Total

Note
capital
premium  
reserve
shares
earnings 
Total
interests
equity


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

At 1 January 2011
99,000
14,199
36
(5,069)
148,939
257,105
9,304
266,409





Total comprehensive income


for the period
-
-
-
-
17,129
17,129
       836
17,965
Share issued by a subsidiary

-
-
-
-
-
-
200
200
Own shares acquired
A6
-
-
-
(2,575)
-
(2,575)
-    
(2,575)
Share of net assets in 


acquired subsidiary
A11
-
-
-
-   
-
-    
21
21
Dividends paid to non- 


controlling interests

-
-
-
-
-
-
(268)
(268)
Dividends -2010 Final
A10(i)
-
-
-
-
(2,133)
(2,133)
-  
(2,133)


____________________________________________________________________________________________________________

At 30 June 2011

99,000
14,199
36
(7,644)
163,935
269,526
10,093
279,619


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

For the period ended 30 June 2011

/--------------------------------Attributable to Owners of the Company--------------------------------/ 





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


Share
Share
Translation 
Treasury
Retained
controlling

Total

Note
capital
premium  
reserve
shares
earnings 
Total
interests
equity

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

At 1 January 2010, as                                                                                                                                                                                                                                            previously stated

99,000
    14,199
33
(1,181)
115,524
227,575
8,814
236,389
Effect of adopting FRS 139

-
-
-
-
709
709
(711)
(2)



____________________________________________________________________________________________________________

At 1 January 2010, as restated
99,000
14,199
33
(1,181)
116,233
228,284
8,103
236,387





Total comprehensive income


for the period
-
-
-
-
18,358
18,358
       941
19,299
Own shares acquired

-
-
-
(129)
-
(129)
-
(129)
Acquisition of equity interest


from non-controlling interests

-
-
3
-
-
3
(3)
-   

Share issued by a subsidiary

-
-
-
-
-
-
400
400
Dividends paid to non- 


controlling interests

-
-
-
-
-
-
(529) 
(529)
Dividends -2009 Final

-
-
-
-
(1,472)
(1,472)
-  
(1,472)


____________________________________________________________________________________________________________

At 30 June 2010

99,000
14,199
36
(1,310)
133,119
245,044
8,912
253,956


=================================================================================================
The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2010 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Statement of Cash Flows
For the period ended 30 June 2011






       
     

        Preceding year
       
Current
corresponding
 year to-date
period

30 June
30 June

Note
2011
2010

  RM’000
         RM’000  
Cash flows from operating activities    


Profit before tax

24,069
24,460
 Adjustments for:



Depreciation of:


-
property, plant and equipment
6,177
5,753
- 
investment properties
22
20


Gain on disposal of:



-
assets classified as held for sale

(222)
(61)


-
property, plant and equipment
(40)
(87)


Goodwill written off
1
24


Interest expense
4,812
3,669


Interest income
24
(29)


Plant and equipment written off
130
7




_________
_________


Operating profit before changes in working capital
34,973
33,756

Changes in:

         Property development cost
(23,348)
(4,221)

  Assets classified as held for sale
(10)
(27,930)

  Inventories
(32,041)
(27,930)


Receivables, deposits and prepayments
(22,772)
(46,324)


Payables and accruals
6,934
11,007



_________
_________


Cash used in operations
(36,264)
(33,712)
     Income taxes paid 
(2,765)
(2,073)


Interest paid
(379)
(232)



_________
_________


Net cash used in operating activities 
(39,408)
(36,017)



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

Cash flows from investing activities


Acquisitions of:

· equity interest from non-controlling interests

-   
(929)
· property, plant and equipment

(6,695)
(4,489)
· subsidiary, net of cash and cash equivalents

acquired
A11
22
-    

Interest (refunded) /received

(24)
29



Proceeds from disposal of:


-
assets classified as held for sale

1,050
200

-
property, plant and equipment

481
88



_________
_________


Net cash used in investing activities 
(5,166)
(5,101)



--------------
--------------
Condensed Consolidated Statement of Cash Flows

For the period ended 30 June 2011


        Preceding year
   
Current
corresponding


  year to-date
period

 30 June
30 June

Note
2011
2010

  RM’000
         RM’000      

Cash flows from financing activities

Dividends paid to non-controlling interests

(268)
(529)

Interest paid
(4,433)
(3,437)


Net proceeds from other borrowings 
55,666
49,543

Proceeds from:


-
issuance of shares to non-controlling interests
200
400

-
term loans
16,200
1,509

Repayments of:


- 
finance lease liabilities
(2,297)
(1,892)


-
term loans
(3,851)
(917)


Purchase of treasury shares
A6
(2,575)
(129)



________
________


Net cash from financing activities 
58,642
44,548









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

Net increase in cash and cash equivalents 
14,068
3,430
Cash and cash equivalents at beginning of period
3,833
10,698



_________
_________

Cash and cash equivalents at end of period

17,901
14,128



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

Notes: 

Cash and cash equivalents comprise:

 

        Preceding year
       
Current
corresponding

 year to-date
period

30 June
30 June


2011
2010


  RM’000
         RM’000      



Cash and bank balances
26,244
25,121


Deposits placed with licensed banks
6,409
1,429


Bank overdrafts
(14,656)
(12,328)




_________
_________




17,997
14,222

Less: Deposit pledged
(96)
(94)




_________
_________





17,901
14,128



=======
=======
The Condensed Consolidated Statement of Cash Flows should be read in conjunction with the audited financial statements for the year ended 31 December 2010 and the accompanying explanatory notes attached to the interim financial statements.

Notes to the interim financial report for the financial quarter ended 30 June 2011
A. Compliance with Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting and Bursa Listing Requirements 

A1.
Basis of preparation 

The interim financial report is unaudited and has been prepared in compliance with FRS 134 - Interim Financial Reporting and paragraph 9.22 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 2010. 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 2010 except for the following:
Adoption of New and Revised FRSs and IC Interpretations
In the current period ended 30 June 2011, the Group adopted the following new and revised FRSs, Amendments to FRSs and IC Interpretations which are applicable to its financial statement effective for annual periods beginning on or after 1 March 2010 ,1 July 2010 and 1 January 2011: 
· FRS 1, First-time Adoption of Financial Reporting Standards (revised)*
· FRS 3, Business Combinations (revised)
· FRS 127, Consolidated and Separate Financial Statements (revised)
· Amendments to FRS 1, First-time Adoption of Financial Reporting Standards*:

· Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters
· Additional Exemptions for First-time Adopters 

· Amendments to FRS 2, Share-based Payment and Group Cash-settled Share Based Payment Transactions*
· Amendments to FRS 5, Non-current Assets Held for Sale and Discontinued Operations
· Amendments to FRS 7, Financial Instruments: Disclosures - Improving Disclosures about Financial Instruments
· Amendments to FRS 132, Financial Instruments: Presentation - Puttable Financial Instruments and Obligations Arising on Liquidation - Separation of Compound Instruments
· Amendments to FRS 138, Intangible Assets
· Improvements to FRSs (2010)

· IC Interpretation 4, Determining whether an Arrangement contains a Lease

· IC Interpretation 12, Service Concession Agreements*
· IC Interpretation 16, Hedges of a Net Investment in a Foreign Operation

· IC Interpretation 17, Distributions of Non-cash Assets to Owners

· IC Interpretation 18, Transfers of Assets from Customers

· Amendments to IC Interpretation 9, Reassessment of Embedded Derivatives 
* These FRSs, IC Interpretations and Amendments are not applicable to the Group 
The above new and revised FRSs, Amendments to FRSs and Interpretations are expected to have no significant impact on the financial statements of the Group upon their initial application. 
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 2010.

A6. 
Debt and Equity Securities

On 25 May 2011, the shareholders of the Company granted their approval for the Company’s plan to repurchase its own ordinary shares at the Tenth Annual General Meeting held on even-date. 
As of current year-to-date, a total of 2,911,000 ordinary shares were repurchased from the open market at an average price of RM0.88 per share for a total cash consideration of RM2,575,215. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.  There were 8,561,000 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

No dividend was paid during the current quarter.
A8.
Operating segment information
The Group has 3 reportable segments, as described below, which are the Group’s strategic business units.  For each strategic business units, the Group Managing Director and the Board of Directors review internal management reports on at least a quarterly basis. 
The following summary described the operations in each of the Group reportable segments: 

Wholesale and distribution
The wholesale and distribution of pipes, valves, fittings, plumbing materials, steel related products, general hardware products, construction materials and engineering tools.

Manufacturing
The manufacture and sale of steel and ductile iron pipes and fittings, valves, manhole covers, hydrants, industrial casting products, welded wire mesh, hard-drawn wire, bitumen products and other related products. 

Property development
Property development
The segment information for the current quarter is as follows:

	Business segments


	Wholesale & distribution

RM’000
	Manufacturing  
RM’000
	Property development

RM’000
	Total

RM’000

	Revenue from external customer
	254,062
	117,287
	3,900
	375,249

	Inter segment revenue
	47,518
	72,440
	-
	119,958

	Total revenue
	301,580
	189,727
	3,900
	495,207

	Segment results
	20,128
	10,205
	(639)
	29,694

	Segment assets
	420,160
	312,764
	72,682
	805,606

	Segment liabilities
	(264,493)
	(205,762)
	(57,601)
	(527,856)


Reconciliation of profit or loss

	Profit or loss for the quarter ended 30 June 2011
	RM’000

	Total profit for reportable segments
	   29,694

	Elimination of inter-segment profits
	(5,389)

	Unallocated amount:

-  Other corporate expenses
	(236)

	Consolidated profit before tax
	   24,069


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

The Group states its property, plant and equipment 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 and investment properties.

A10.   Subsequent Events


(i) The approved dividend of 1.50 sen gross per share of RM0.50 less 25% tax totalling RM2,132,800 in respect of the year ended 31 December 2010 has been subsequently paid on 1 July 2011 to depositors whose names appeared in the Record of Depositors on 15 June 2011;  
(ii) on 12 August 2011, the Company subscribed 2 ordinary shares of RM1.00 each representing 100% of the issued and paid-up share capital of Swiss Mission Sdn. Bhd. for a total cash consideration of RM2.  The intended principal activity of the company is that of property investment; and 

(iii) the Company repurchased 632,200 of its issued ordinary shares for a cash consideration of RM537,336 from the open market at an average price of RM0.85 per share which were held as treasury shares.
Other than the above, there were no other material subsequent events since 31 December 2010 until 12 August 2011, 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

On 9 May 2011, a wholly-owned subsidiary of the Company acquired 70,000 ordinary shares of RM1.00 each representing 70% of the issued and paid-up share capital of Tiara Best Sdn. Bhd. (“TBSB”) for a total cash consideration of RM49,055. The intended principal activity of the company is that of property investment and development.
Other than the above, there was no change in the composition of the Group for the current quarter under review.

A12.
Changes in contingent liabilities 

As at the end of the current quarter, the changes in contingent liabilities as represented by the outstanding banking and credit facilities of the subsidiaries since the end of the date of the last annual reporting period are as follows:
	
	 
	30 June
2011
RM’000

	Corporate guarantees issued to :
	
	

	· financial institutions for banking facilities granted to its
   subsidiaries 
	 
	59,093

	· suppliers for credit facilities granted to its subsidiaries  
	
	790

	
	 
	59,883


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

B1.
Review of performance
	
	Current year 

to-date

30/6/11
RM’000
	Preceding year

corresponding  

period
30/6/10
RM’000

	Revenue
	375,249
	344,086

	Profit before tax 
	24,069
	24,460


The increase in revenue as compared to preceding year corresponding period was mainly due to the strong market demand of certain metal-related trading products and manufactured steel products. However, the slight decrease in profit before taxation was mainly due to higher operating cost in the property development division.
B2.
Comparison with preceding quarter’s results 

	
	Current quarter 

30/6/11
RM’000
	Preceding quarter

31/3/11
RM’000

	Revenue
	190,056
	185,193

	Profit before tax 
	10,658
	13,411


The increase in revenue as compared to the preceding quarter ended 31 March 2011 was mainly due to the strong market demand for certain manufactured steel products.  However, the decrease in profit before taxation was mainly due to the higher operating cost in the new property development projects and the completion of its maiden property project in Bukit Rahman Putra.
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.  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 expects to reap benefits from two new residential and commercial development projects in Selayang in the near future. 

The Directors anticipate that the performance of the Group in the coming year will remain challenging.

B4.
Profit Forecast and/or Profit Guarantee

Not applicable as no profit forecast was published. 

B5.
Income tax expense
	Tax expense
	Current year 

quarter

30/6/11
RM’000
	Current  

year to date

30/6/11
RM’000



	· Current year 
	3,252
	6,304

	
	
	

	Deferred tax expense
	
	

	· Origination and reversal of temporary differences
	42
	(200)

	
	3,294
	6,104

	Reconciliation of effective tax expense
	
	

	Income tax using Malaysian tax rate 
	2,664
	6,017

	Non deductible expenses 
	1,491
	1,535

	Income not subject to tax
	(569)
	(569)

	Tax benefits
Utilisation of previously unrecognised deferred tax benefits
	(356)
64
	(876)
(3)

	Income tax expense 
	3,294
	6,104


B6.
Retained Earnings


The retained earnings as at 30 June 2011 and 31 December 2010 are analysed as follows:

	
	30 June
2011
RM’000
	31 December

2010
RM’000

	Realised
	199,594
	184,551

	Unrealised
	(4,220)
	(4,210)

	
	195,374
	180,341

	Consolidation adjustment
	(31,439)
	(31,402)

	Total group retained earnings as per consolidated accounts
	163,935
	148,939


B7.
Sale of Unquoted Investments and/or Properties
(a)
There was no sale of property nor profit/ (loss) arising there from for the current quarter and financial year-to-date.  
(b) There was no sale of unquoted investment nor profit/(loss) arising there from for the current quarter and financial period-to-date.  
B8.
Investment in Quoted Securities

There was no purchase or disposal of quoted securities for the quarter under review and financial period-to-date.
B9.
Status of Corporate Proposals Announced

There was no corporate proposals announced but not completed for the quarter under review and financial period-to-date.
B10.
Group Borrowings and Debt Securities 
The Group’s borrowings as at 30 June 2011, which were denominated in Ringgit Malaysia, were as follows:

	
	Secured
	Unsecured
	Total

	Long term
	RM’000
	RM’000
	RM’000

	Term loans
	26,756
	· 
	26,756

	Finance lease liabilities
	3,064
	· 
	             3,064

	
	29,820
	· 
	29,820

	
	
	
	

	Short term
	
	
	

	Bank overdraft
	2,471
	12,185
	14,656

	Revolving credit
	· 
	5,000
	5,000

	Bills payable 
	22,611
	178,472
	201,083

	Term loans
	8,600
	· 
	8,600

	Finance lease liabilities
	3,513
	· 
	3,513

	
	37,195
	195,657
	232,852


B11.
 Financial Instruments 


With the adoption of FRS 139, financial instruments, including derivatives, are recognised at their respective contract dates and therefore, there are no off-balance sheet financial instruments.

B12.
Changes in Material Litigation


There was no impending material litigation as at 12 August 2011, being the date not earlier than 7 days from the date of this announcement.
B13.
Dividend declared
The Board does not recommend any interim dividend for the financial quarter ended 30 June 2011.
B14.
Basic and diluted earnings per share


The calculation of basic earnings per share for the current quarter and period ended 30 June 2011 are based on the net profit attributable to Owners of the Company of RM6.928 million and RM17.129 million respectively and the weighted average number of ordinary shares in issue as follows:
Weighted average number of ordinary shares
	
	Current quarter 

30/6/11
	Current year to date

30/6/11

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

	Effects of shares repurchased   
	(8,212,582)
	(7,352,524)

	Weighted average number of ordinary shares
	189,787,418
	190,647,476


The calculation of basic earnings per share in the preceding year corresponding quarter and period ended 30 June 2010 were based on the net profit attributable to Owners of the Company of RM9.555 million and RM18.358 million respectively and the weighted average number of ordinary shares in issue as follows:

	
	Preceding year corresponding quarter 

30/6/10
	Preceding year to date

30/6/10

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

	Effects of shares repurchased  
	(1,794,200)
	(1,712,821)

	Weighted average number of ordinary shares
	196,205,800
	196,287,179


B15.
Capital commitment
	
	
	30 June
2011
RM’000



Property, plant and equipment 



Authorised but not contracted for

5,890


Contracted but not provided for in the financial statements
          
56,679



________





62,569

 
 
    
========
B16. 
Related party transactions

Significant related party transactions with companies in which certain Directors have interest for the period ended 30 June 2011 were as follows:

    
   
              
RM’000

Sales



  
   (1,247)    


Purchases

   

559



Rental expense payable


679

Consultancy fee payable


102


Interest payable on advances given


19






   =======


These transactions have been entered into in the normal course of business and have been established under negotiated terms.
B17. Provision of financial assistance

The amount of financial assistance provided by the Company and its subsidiaries as presented by the outstanding banking and credit facilities pursuant to paragraph 8.23(1) of the Listing Requirements is as follows: 
	
	30 June
2011
RM’000
	31 December 2010
RM’000

	Corporate guarantees issued to :
	
	

	- financial institutions for banking facilities granted to its non wholly-owned subsidiaries 
	45,710
	37,349

	- suppliers for credit facilities granted to its non wholly-owned subsidiaries 
	836
	54

	
	46,546
	37,403


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