Engtex Group Berhad (Company No: 536693-X)


Quarterly Report on consolidated results 

For the First Quarter ended 31 March 2012
(The figures have not been audited)

Condensed Consolidated Statement of Financial Position 

As at 31 March 2012



Audited


  As at
     As at 


       
  31 March
31 December

 
Note 
  2012
              2011


      RM’000
        RM’000    

ASSETS
	Property, plant and equipment                                              
	153,757
	
	150,716

	Investment properties                                                            
	1,557
	
	1,566

	Deferred tax assets


	1,188
	
	1,078

	Total non-current assets
	156,502
	
	153,360


	Property development cost
	77,889
	
	77,186

	Inventories

Receivables, deposits and prepayments

	174,099
241,014
	
	186,263
254,440

	Current tax assets
	711
	
	980

	Cash and cash equivalents

	23,040
	
	39,830

	Total current assets
	516,753
	
	558,699

	TOTAL ASSETS
	673,255
	
	712,059


	EQUITY AND LIABILITIES

	
	
	

	Share capital
	99,000
	
	99,000

	Reserves
	195,213
	
	187,334

	Total equity attributable to owners of the Company
	294,213
	
	286,334

	Non-controlling interests
	12,681
	
	12,195

	TOTAL EQUITY
	306,894
	
	298,529

	
	
	
	

	LIABILITIES

	
	
	

	Borrowings
  B7
	31,596
	
	29,891

	Deferred tax liabilities
	6,501
	
	6,669

	Total non-current liabilities 
	38,097
	
	36,560

	
	
	
	

	Payables and accruals 
	88,773
	
	103,741

	Borrowings
  B7
	235,686
	
	269,922

	Current tax liabilities
	3,805
	
	3,307

	Total current liabilities
	328,264
	
	376,970

	TOTAL LIABILITIES
	366,361
	
	413,530

	TOTAL EQUITY AND LIABILITIES
	673,255
	
	712,059


The Condensed Consolidated Statement of Financial Position should be read in conjunction with the audited financial statements for the year ended 31 December 2011 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Statement of Comprehensive Income
For the period ended 31 March 2012
	
	
	
	
	Individual Quarter
	Cumulative Quarter

	
	
	
	
	Current 

year 

quarter
	Preceding year corresponding quarter
	Current 

year 

quarter
	Preceding year corresponding quarter

	
	
	
	
	31/3/2012
	31/3/2011
	31/3/2012
	31/3/2011

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

	
	
	
	
	
	
	
	

	
	
	
	Revenue
	197,154
	185,193
	197,154
	185,193

	
	
	
	Cost of sales
	(169,724)
	(156,253)
	(169,724)
	(156,253)

	
	
	
	
	
	
	
	

	
	
	
	Gross profit
	27,430
	28,940
	27,430
	28,940

	
	
	
	Other operating income
	374
	434
	374
	434

	
	
	
	Operating expenses
	(14,658)
	(13,753)
	(14,658)
	(13,753)

	
	
	
	Interest expense
	(2,733)
	(2,210)
	(2,733)
	(2,210)

	
	
	
	    
	
	
	
	

	
	
	
	Profit before tax (Refer Note B11)
	10,413
	13,411
	10,413
	13,411

	
	
	
	Income tax expense
	(2,048)
	(2,810)
	(2,048)
	(2,810)

	
	
	
	
	
	
	
	

	
	
	
	Profit and total comprehensive income for the period
	8,365
	        10,601        
	8,365
	        10,601        

	
	
	
	
	
	
	
	

	
	
	
	Total comprehensive income 

       attributable to:
	
	
	
	

	
	
	
	        Owners of the Company
	7,879
	10,201
	7,879
	10,201

	
	
	
	Non-controlling interests
	486
	400
	486
	400

	
	
	
	
	8,365
	10,601
	8,365
	10,601

	
	
	
	Basic earnings per ordinary shares (sen) (Refer Note B10)
	4.18
	5.33
	4.18
	5.33

	
	
	
	
	
	
	
	

	
	
	
	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 2011 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement of Changes In Equity 

For the period ended 31 March 2012

/--------------------------------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 2012
99,000
14,199
36
(8,538)
181,637
286,334
12,195
298,529





Total comprehensive income


for the period
-
-
-
-
7,879
7,879
486
8,365


____________________________________________________________________________________________________________

At 31 March 2012

99,000
14,199
36
(8,538)
189,516
294,213
12,681
306,894


=================================================================================================
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
-
-
-
-
10,201
10,201
       400
10,601

Share issued by a subsidiary

-
-
-
-
-
-
200
200
Own shares acquired
A6
-
-
-
(1,601)
-
(1,601)
-    
(1,601)


____________________________________________________________________________________________________________

At 31 March 2011

99,000
14,199
36
(6,670)
159,140
265,705
9,904
275,609


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

The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2011 and the accompanying explanatory notes attached to the interim financial statements.
Condensed Consolidated Statement of Cash Flows
For the period ended 31 March 2012






       
     

        Preceding year

       
Current
corresponding
 year to-date
period

31 March
31 March

Note
2012
2011

  RM’000
         RM’000
Cash flows from operating activities    


Profit before tax

10,413
13,411
 Adjustments for:



Depreciation of:


-
property, plant and equipment
3,357
3,066
- 
investment properties
9
13


Gain on disposal of:



-
assets classified as held for sale

-     
(222)


-
property, plant and equipment
(9)
-     


Interest expense
2,733
2,210


Interest income
(20)
(52) 




_________
_________


Operating profit before changes in working capital
16,483
18,426

Changes in:

         Property development cost
(321)
861

  Inventories
12,164
(20,241)


Receivables, deposits and prepayments
13,788
(16,446)


Payables and accruals
(15,330)
(841)



_________
_________


Cash generated/ (used in) from operations
26,784
(18,241)
      Income taxes paid 
(1,559)
(1,416)

 Interest paid
(396)
(224)


_________
_________


Net cash from/ (used in) operating activities 
24,829
(19,881)



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

Cash flows from investing activities


Acquisitions of property, plant and equipment

(5,689)
(1,543)

Interest received

20
52

Proceeds from disposal of:


-
assets classified as held for sale

-    
1,050

-
property, plant and equipment

9
-    



_________
_________


Net cash used in investing activities 
(5,660)
(441)



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

For the period ended 31 March 2012
     

        Preceding year

       
Current
corresponding

 year to-date
period

31 March
31 March

Note
2012
2011

  RM’000
         RM’000  

Cash flows from financing activities

Interest paid
(2,815)
(1,986)

Net proceeds from other borrowings 
(35,451)
43,112

Proceeds from:


-
issuance of shares to non-controlling interests
-     
200

-
term loans
4,880
-     

Repayments of:


- 
finance lease liabilities
(762)
(985)

-
term loans
(2,432)
(2,541)

Purchase of treasury shares
A6
-     
(1,601)



________
________


Net cash (used in)/ from financing activities 
(36,580)
36,199









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

Net (decrease)/ increase in cash and cash equivalents 
(17,411)
15,877
Cash and cash equivalents at beginning of period
14,672
3,833



_________
_________

Cash and cash equivalents at end of period

(2,739)
19,710



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

Notes: 

Cash and cash equivalents comprise:

 

        Preceding year
       
Current
corresponding

 year to-date
period

31 March
31 March


2012
2011

  RM’000
         RM’000


Cash and bank balances
14,665
26,896


Deposits placed with licensed banks
8,375
4,050


Bank overdrafts
(25,680)
(11,140)



_________
_________




(2,640)
19,806

Less: Deposit pledged
(99)
(96)




_________
_________





(2,739)
19,710



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

Notes to the interim financial report for the financial quarter ended 31 March 2012
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 2011. 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 2011 except for the following:
Adoption of new and revised FRSs, Amendments to FRSs and IC Interpretations
In the current period ended 31 March 2012, 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 July 2011 and 1 January 2012: 
· FRS 124, Related Party Disclosures (revised)
· Amendments to FRS 1, First-time Adoption of Financial Reporting Standards*:

· Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters
· Amendments to FRS 7, Financial Instruments: Disclosures – Transfers of Financial Assets
· Amendments to FRS 112, Income Taxes – Deferred Tax: Recovery of Underlying Assets
· IC Interpretation 19, Extinguishing Financial Liabilities with Equity Instruments*
· Amendments to IC Interpretation 14, Prepayments of a Minimum Funding Requirement* 
* These FRSs, IC Interpretations and Amendments are not applicable to the Group 
The above new and revised FRSs, IC Interpretations and Amendments are expected to have no significant impact on the financial statements of the Group upon their initial application. 
Malaysian Financial Reporting Standards (“MFRS Framework”)
On 19 November 2011, the Malaysian Accounting Standard Board (“MASB”) issued a new MASB approved accounting framework, the MFRS Framework in conjunction with it planned convergence of FRSs with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board on 1 January 2012.

The MFRS Framework is to be applied by all entities other than private entities for annual periods beginning on or after 1 January 2012, with the exception of entities that are within the scope of MFRS 141, Agriculture and IC Interpretation 15, Agreements for Construction of Real Estate, including its parent, significant investor and venture (herein called ‘Transitioning Entities’).

Transitioning Entities will be allowed to defer adoption of the new MFRS Framework for an additional one year. Consequently, adoption of the MFRS Framework by Transitioning Entities will be mandatory for annual periods beginning on or after 1 January 2013.

The Group has subsidiaries which fall within the scope of IC Interpretation 15.  As such, the Group and these subsidiaries will be exempted from adopting MFRS Framework. Accordingly, the Group will be required to prepare financial statements using the MFRS Framework in its first MFRS financial statements for the annual period beginning on 1 January 2013.

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 2011.

A6. 
Debt and Equity Securities

On 24 May 2012, the shareholders of the Company granted their approval for the Company’s plan to repurchase its own ordinary shares at the Eleventh Annual General Meeting held on even-date. 
As of current year-to-date, a total of 9,621,900 ordinary shares were repurchased from the open market at an average price of RM0.89 per share for a total cash consideration of RM8,537,810. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.  
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 reportable 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

	External revenue
	             135,612
	60,163
	1,379
	197,154

	Inter segment revenue
	10,762
	42,055
	·  
	52,817

	Total reportable revenue
	146,374
	102,218
	1,379
	249,971

	Segment profit
	9,561
	7,007
	34
	16,602

	Segment assets
	388,467
	349,908
	110,892
	849,267

	Segment liabilities
	(233,078)
	(234,313)
	(90,433)
	(557,824)


Reconciliation of profit or loss

	Profit or loss for the period ended 31 March 2012
	RM’000

	Total profit for reportable segments
	16,602

	Other non-reportable segment profit
	64

	Elimination of inter-segment profits
	(174)

	Depreciation and amortisation
	     (3,366)

	Interest expense
	(2,733)

	Interest income
	20

	Consolidated profit before tax
	10,413


A9. 
Subsequent Events

On 10 April 2012, a wholly-owned subsidiary has disposed of its entire 70% interest in Tiara Best Sdn Bhd for a total cash consideration of RM1.00. 
Other than the above, there were no other material subsequent events since the end of the date of the last annual reporting period until 17 May 2012, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the financial year under review. 
A10.
Changes in the composition of the Group
There was no change in the composition of the Group for the current quarter under review.

A11.
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:
	
	 
	31 March
2012
RM’000

	Corporate guarantees (released from)/issued to :
	
	

	· financial institutions for banking facilities granted to its
   subsidiaries 
	 
	(32,461)

	· suppliers for credit facilities granted to its subsidiaries  
	
	1,314

	
	 
	(31,147)


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

B1.
Review of performance
	
	Current year 

to-date

31/3/12
RM’000
	Preceding year

corresponding  

period
31/3/11
RM’000

	Revenue
	197,154
	185,193

	Segment profit 

Profit before tax
	16,602
10,413
	18,285
13,411




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 Group recorded a lower profit before tax for the current quarter.  This was in line with the increased market price competition and softening of international metal prices for its raw material for certain manufactured steel products, and lower contribution from the property development division. 

Wholesale and distribution division 
The wholesale and distribution division recorded a revenue of RM135.6 million in 2012, representing a growth of 7.7% as compared to preceding year corresponding quarter, and the division contributed 69% of the Group’s revenue.  The division recorded a segment profit of RM9.6 million, representing an increase of 14.8% as compared to the preceding year corresponding quarter. The division accounted for 57% of the Group’s segment result.   The growth was achieved on the back of sustainable market demand.   
Manufacturing division

The manufacturing division recorded a revenue of RM60.2 million in 2012, representing a growth of 8.5% as compared to preceding year corresponding quarter, and the division contributed 31% of Group’s revenue.  However, the division recorded a decreased segment profit of RM7.0 million, representing a negative growth of 27.9% as compared to the preceding year corresponding quarter.  This was in line with the increased market price competition and softening of international metal prices for its raw material for certain manufactured steel products. The division accounted for 42% of the Group’s segment result.  
Property Development division
The division recorded a revenue of RM1.4 million in 2012 as compared to RM3.8 million achieved in the preceding year corresponding quarter and recorded a breakeven in segment profit in 2012 as compared to RM0.24 million recorded in the preceding year corresponding quarter.  The revenue and segment profit in the preceding year corresponding quarter was in respect of the sale of the remaining residential units in Tiaraputeri project.  The current quarter’s revenue was derived from Tiara Residence residential project in Selayang which experienced an unexpected delay in the construction work at the beginning of the current quarter whilst the development work at the Emerald Avenue mixed commercial development project in Selayang was still at preliminary stage.  
B2.
Comparison with preceding quarter’s results 












	
	Current quarter 

31/3/12
RM’000
	Preceding quarter

31/12/11
RM’000

	Revenue
	197,154
	213,533

	Profit before tax 
	10,413
	9,655


The decrease in revenue as compared to preceding quarter ended 31 December 2011 was mainly due to the weaken market demand for certain metal-related trading products and manufactured steel products.  The Group recorded a higher profit before tax in the current quarter as compared to the preceding quarter as included in the preceding quarter’s result was a write down in inventories of RM3.0 million. 
B3.
Prospects
The global economic prospect is expected to be more challenging due to the economic slowdown in the United States and Europe, volatile commodity prices, European debt crisis and slowdown in world trade.  With these developments, the Government of Malaysia is putting in place measures to stimulate domestic economic activities, in particular public and private investments, and private consumption.

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 and property development 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 contribute significantly from the two ongoing residential and commercial development projects in Selayang. 

The Directors anticipate that the performance of the Group during the 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

31/3/12
RM’000
	Current  

period to date

31/3/12
RM’000



	· Current year 
	2,338
	2,338

	· Overprovided in prior year
	(37)
	(37)

	Deferred tax expense
	
	

	· Origination and reversal of temporary differences
	(253)
	(253)

	
	2,048
	2,048

	
Reconciliation of effective tax expense
	
	

	Income tax using Malaysian tax rate 
	2,603
	2,603

	Non deductible expenses 
	(184)
	(184)

	Tax benefits
	(334)
	(334)

	Over provided in prior year
	(37)
	(37)

	Income tax expense 
	2,048
	2,048


B6.
Status of Corporate Proposals Announced

There was no corporate proposal announced but not completed for the quarter under review and financial period-to-date.
B7.
Group Borrowings and Debt Securities 
The Group’s borrowings as at 31 March 2012, which were denominated in Ringgit Malaysia, were as follows:

	
	Secured
	Unsecured
	Total

	Long term
	RM’000
	RM’000
	RM’000

	Term loans
	29,761
	· 
	29,761

	Finance lease liabilities
	1,835
	· 
	1,835

	
	31,596
	· 
	31,596

	
	
	
	

	Short term
	
	
	

	Bank overdraft
	2,679
	23,001
	25,680

	Revolving credit
	· 
	5,000
	5,000

	Bills payable 
	24,616
	163,127
	187,743

	Bridging loans
	5,773
	· 
	5,773

	Term loans
	7,829
	· 
	7,829

	Finance lease liabilities
	3,661
	· 
	3,661

	
	44,558
	191,128
	235,686


B8.
Changes in Material Litigation


There was no impending material litigation as at 17 May 2012, being the date not earlier than 7 days from the date of this announcement.
B9.
Dividend declared
On 24 May 2012, the proposed final dividend of 2.0 sen gross per share of RM0.50 less 25% tax totalling RM2,825,672 in respect of the year ended 31 December 2011 was approved by the shareholders at the Eleventh Annual General Meeting held on even-date.  In the corresponding financial year ended 31 December 2010, the Board of Directors declared a final dividend of 1.5 sen gross per share of RM0.50 each less 25% tax.  

The dividend will be paid on 2 July 2012 to depositors whose names appear in the Record of Depositors on 15 June 2012.  

The Board does not recommend any interim dividend for the financial quarter ended 31 March 2012.

B10.
Basic and diluted earnings per share


The calculation of basic earnings per share for the current quarter and period ended 31 March 2012 are based on the net profit attributable to owners of the Company of RM7.879 million and the weighted average number of ordinary shares in issue as follows:
Weighted average number of ordinary shares
	
	Current quarter 

31/3/12
’000
	Current year to date

31/3/12
’000

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

	Effects of shares repurchased   
	(9,622)
	(9,622)

	Weighted average number of ordinary shares
	188,378
	188,378


The calculation of basic earnings per share in the preceding year corresponding quarter and period ended  31 March 2011 were based on the net profit attributable to owners of the Company of RM10.201 million respectively and the weighted average number of ordinary shares in issue as follows:

	
	Preceding year corresponding quarter 

31/3/11
’000
	Preceding year to date

31/3/11
’000

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

	Effects of shares repurchased  
	(6,483)
	(6,483)

	Weighted average number of ordinary shares
	191,517
	191,517


B11.
Profit before tax
	
	Current 

year 

quarter
	Current

 year to date 

	
	31/3/2012
	31/3/2012

	
	 RM'000
	 RM'000

	Profit before tax is arrived at after charging:
	
	

	Allowance for impairment losses on trade receivables
	13
	13

	Depreciation of:-
	
	

	· investment property
	9
	9

	· property, plant and equipment
	3,357
	3,357

	Interest expense
	2,733
	2,733

	
	
	

	and after crediting:
	
	

	Allowance for impairment losses written back on trade receivables
	99
	99

	Gain on disposal of property, plant and equipment
	9
	9

	Interest income
	20
	20

	Realised gains on foreign exchange
	154
	154

	Rental income:
	
	

	· land and building
	12
	12

	· vehicles
	20
	20


B12.
Capital commitment
	
	
	31 March
2012
RM’000



Property, plant and equipment 



Contracted but not provided for in the financial statements
          
8,984


 
 
    
========
B13. 
Related party transactions

Significant related party transactions with companies in which certain Directors have interest for the period ended 31 March 2012 were as follows:

    
   
              
 RM’000

Sales



  
   (668)    


Purchases

   

414



Rental expense payable


399

Consultancy fee payable


92

Interest payable on advances given


15






   =======


These transactions have been entered into in the normal course of business and have been established under negotiated terms.
B14. 
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: 
	
	31 March
2012
RM’000
	31 December 2011
RM’000

	Corporate guarantees issued to :
	
	

	- financial institutions for banking facilities granted to its non wholly-owned subsidiaries 
	59,423
	58,711

	- suppliers for credit facilities granted to its non wholly-owned subsidiaries 
	341
	204

	
	59,764
	58,915


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

B15.
Retained Earnings


The retained earnings as at 31 March 2012 and 31 December 2011 are analysed as follows:

	
	31 March
2012
RM’000
	31 December
2011
RM’000

	Realised
	228,145
	219,597

	Unrealised
	(2,553)
	(4,803)

	
	225,592
	214,794

	Consolidation adjustment
	(36,076)
	(33,157)

	Total group retained earnings as per consolidated accounts
	189,516
	181,637
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