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DXN HOLDINGS BHD

(Company No. 363120-V)

(Incorporated in Malaysia)

Notes to the interim financial report

Period Ended 31 August 2003

1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and the additional disclosure requirements as in Part A of Appendix 9B of the Revised Listing Requirements.

The interim financial report should be read in conjunction with the most recent annual audited financial statements of DXN Holdings Bhd for the year ended 28 February 2003.

The accounting policies and methods of computation adopted by DXN Holdings Bhd, its subsidiaries and associated company (“the Group”) in this interim financial report are consistent with those adopted in the financial statements for the year ended 28 February 2003, except for the adoption of new applicable approved accounting standards as set out below:-

a) MASB 25, Income Tax. 

b) MASB 27, Borrowing Costs. 

c) MASB 29, Employee Benefits. 

2. Auditors’ qualification

No qualification on the audit report of the preceding annual financial statements of DXN Holdings Bhd.

3. Seasonality or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors.

4. Exceptional and extraordinary items

There were no material exceptional and extraordinary items for the period under review.

5. Change in estimates

There were no material changes in the estimates used for the preparation of this interim financial report.

6. Change in debt and equity securities

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities for the current financial quarter to date other than the Restructuring Scheme that was completed on 31  July 2003 as mentioned in Note 20.

7. Dividends paid 

The Company’s interim dividend of RM8.0 million in respect of the financial year ended 28 February 2003 was paid on 18 August 2003. There were no final dividend in respect of the financial year ended 28 February 2003.

8. Segment revenue and results

No segment information by business activities has been prepared as the Group is primarily involved in one sector of operations only.

9. Revaluation of property, plant and equipment

The property, plant and equipment are stated at cost less accumulated depreciation. 

There were no material write-down in property, plant and equipment during the quarter under review.

10. Material post balance sheet events

There are no events have arisen subsequent to 31 August 2003.

11. Changes in Group’s composition

There were no changes in the composition of the Group for the current quarter and financial year-to-date other than those mentioned in the Note 20 on the Restructuring Scheme which was completed on 31 July 2003.
12. Changes in contingent liabilities and assets

There were no changes in contingent liabilities and assets during the period under review. 

13. Review of performance of the Company and its principal subsidiaries for the current quarter and year-to-date

The year-to-date Revenue and Profit Before Tax (“PBT”) of the Group amounted to RM35.5million and RM6.0million respectively. As the Restructuring Scheme of the Group up to the Transfers (as mentioned in Note 20) prior to the listing on the KLSE was only completed on 31 July 2003, Revenue and PBT therefore include contribution from those subsidiaries acquired pursuant to the Restructuring Scheme from he date of acquisition.

However, on a proforma basis, that is assuming all the acquisition (as mentioned in Note 20) was completed on 1 March 2003, the proforma year-to-date Revenue and PBT would amounted to RM65.4million  and RM9.4million respectively.

14. Variation of results against preceding quarter

The Group’s PBT for the second quarter was RM4.0million as compared to RM3.4million in the preceding quarter. The Group’s operating revenue for the second quarter was RM20.8million as compared to RM14.7million in the preceding quarter.

Both the PBT and Revenue for the second quarter include those subsidiaries acquired (as mentioned in Note 20) from the date of acquisition which was completed on 31 July 2003. PBT and Revenue contributed by those subsidiaries amounted to RM6.7million and RM0.3million respectively.

15. Current year prospects

Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group for the financial year ending 28 February 2004 will remain satisfactory.

16. Variance of profit forecast 

Not applicable for this reporting.

17. Tax expense

	
	Current 

Quarter

31 August

 2003
	Current 

year 

Todate

31 August 2003

	
	RM’000
	RM’000

	
	
	

	Current taxation

· Based on results for the period
	947
	1,366

	
	
	

	Deferred taxation
	(42)
	(42)

	
	
	

	
	905
	1,324


The Group's effective tax rate was lower than the prima facie tax rate mainly due to one of its subsidiaries has been granted pioneer status in principle for which the income derived there from is exempted from tax.
18. Profit/(Loss) on sale of unquoted investments and/or properties for current quarter and financial year-to-date

There were no profits on sale of investments and properties as there were no disposals of investments and properties during the current quarter.

19. Purchase or disposal of quoted securities

There were no purchases or disposals of quoted shares for the current quarter.

20. Status of corporate proposals

In conjunction with, and as an integral part of the listing of and quotation for the entire enlarged issued and paid-up share capital of DXN on the Main Board of the KLSE, the Company undertook a restructuring scheme which was approved by Bank Negara Malaysia on 17 February 2003, 8 March 2003 and 11 July 2003, the Foreign Investment Committee on 2 April 2003, 7 July 2003 and 15 July 2003, the Securities Commission (“SC”) on 5 May 2003, 18 June 2003 and 15 August 2003, the MITI on 28 May 2003, 5 June 2003 and 23 July 2003 involving the following inter-conditional transactions:

(a)
Divestment of 20,847 existing ordinary shares of RM1.00 each in DXN by Leong Bee Ling to Lembaga Tabung Angkatan Tentera (“LTAT”) at an offer price of approximately RM264 per ordinary share which was arrived at based on a willing buyer-willing seller basis.


The above transaction was completed on 24 June 2003.

(b)
Sub-division of par value for every existing ordinary share in DXN from RM1.00 to RM0.25.


The above transaction was completed on 27 June 2003.

(c)
Bonus Issue

Bonus issue of 122,000,000 new ordinary shares of RM0.25 each in DXN (“DXN Shares”) credited as fully paid-up on the basis of 81.33 new DXN Shares for every 1 existing DXN Share held prior to the Acquisitions. 

The bonus issue was completed on 18 July 2003.

20.
Status of corporate proposals (Cont’d)

(d)
Acquisitions

i) Acquisition of DXN International Private Ltd (“DIPL”)

Acquisition of the entire issued and fully paid-up share capital of DIPL comprising 15,010 ordinary shares of USD1.00 each (“DIPL Shares”) for a total purchase consideration of approximately RM1,726,023 to be satisfied by the issuance of 6,904,050 new DXN Shares at par. As part of the Acquisition of DIPL, the DIPL Shares were transferred to DIH, DXN’s wholly-owned subsidiary, resulting in DIH holding the entire equity interest in DIPL upon completion of the Acquisition of DIPL;

ii) Acquisition of PT Daxen Indonesia (“PT Daxen”)

Acquisition of the entire issued and fully paid-up share capital of PT Daxen comprising 700 ordinary shares of Rupiah14,500,000 each (“PT Daxen Shares”) for a total purchase consideration of approximately RM2,021,546 to be satisfied by the issuance of 8,086,100 new DXN Shares at par. As part of the Acquisition of PT Daxen, 99% of the PT Daxen Shares were transferred to DIH, DXN’s wholly-owned subsidiary, resulting in DIH holding 99% of the equity interest in PT Daxen upon completion of the Acquisition of PT Daxen;

iii) Acquisition of DXN International (Hong Kong) Limited (“DXN HK”)

Acquisition of the entire issued and fully paid-up share capital of DXN HK comprising 2,500,000 ordinary shares of HKD1.00 each (“DXN HK Shares”) for a total purchase consideration of approximately RM145,896 to be satisfied by the issuance of 583,580 new DXN Shares at par. As part of the Acquisition of DXN HK, 2,499,999 DXN HK Shares were transferred to DIH, DXN’s wholly-owned subsidiary while 1 DXN HK Share is held by DXN in trust for DIH.. DIH still effectively holds the entire equity interest in DXN HK upon completion of the Acquisition of DXN HK;

iv) Acquisition of DXN (Singapore) Pte Ltd (“DXN Singapore”)

Acquisition of the entire issued and fully paid-up share capital of DXN Singapore comprising 2 ordinary shares of SGD1.00 each (“DXN Singapore Shares”) for a total purchase consideration of approximately RM291,870 to be satisfied by issuance of 1,167,470 new DXN Shares at par. As part of the Acquisition of DXN Singapore, the DXN Singapore Shares were transferred to DIH, DXN’s wholly-owned subsidiary, resulting in DIH holding the entire equity interest in DXN Singapore upon completion of the Acquisition of DXN Singapore;

v) Acquisition of DXN International (Thailand) Co., Ltd (“DXN Thailand”)

Acquisition of 36.75% of the issued and fully paid-up share capital of DXN Thailand comprising 73,500 ordinary shares of Baht100 each (“DXN Thailand Shares”) for a total purchase consideration of approximately RM106,950 to be satisfied by the issuance of 427,800 DXN Shares at par. As part of the Acquisition of DXN Thailand, the DXN Thailand Shares were transferred to DIH, DXN’s wholly-owned subsidiary, resulting in DIH holding 36.75% equity interest in DXN Thailand upon completion of the Acquisition of DXN Thailand.

The above transactions were completed on 31 July 2003.

20.
Status of corporate proposals (Cont’d)

 (e)
Transfers

i)
Transfer of DXN (Cyprus) Limited (“ DXN Cyprus”)

Transfer of the entire issued and fully paid-up share capital of DXN Cyprus comprising 10,000 ordinary shares of CYP1.00 each held by DXN to DIH, its wholly-owned subsidiary, to be satisfied via intercompany advances;

ii)
Transfer of DXN International (UK) Limited (“DXN UK”)

Transfer of the entire issued and fully paid-up share capital of DXN UK comprising 1,000 ordinary shares of £1.00 each held by DXN to DIH, its wholly-owned subsidiary, to be satisfied via intercompany advances;

iii)
Transfer of Daeshan (South  Africa) (Proprietary) Limited (“DXN SA”)

Transfer of the entire issued and fully paid-up share capital of DXN SA comprising 100 ordinary shares of Rand1.00 each held by DXN to DIH, its wholly-owned subsidiary, to be satisfied via intercompany advances.

The above transactions were completed on 31 July 2003.

(f) Rights issue of 89,331,000 new DXN Shares at par on the basis of approximately 6.35 new DXN Shares for every 10 existing DXN Shares held after the Acquisitions.

The rights issue was completed on 18 August 2003.

(g)
Offer for sale of 47,600,000 DXN Shares of which 12,000,000 DXN Shares will be allocated to Bumiputera investors approved by MITI and 35,600,000 DXN Shares will be made available for application by Malaysian investors whereby attempt will be made to allocate 30% of the Offer Shares to Bumiputera investors.

(h)
Public issue of 10,000,000 new DXN Shares of which 1,200,000 new DXN Shares will be made available for application by the Malaysian public and 8,800,000 new DXN Shares will be reserved for application by the eligible Directors and employees, the registered distributors in Malaysia and the suppliers of DXN and its subsidiaries.

(i)
Listing of and quotation for the entire enlarged issued and paid-up share capital of DXN comprising 240,000,000 DXN Shares on the Main Board of the KLSE. 

The tentative date of completion for item (g), (h) and (i) are expected to be towards the end of September 2003. 

The gross proceeds arising from the Rights Issue amounted to RM22.333 million has not been utilised as at 31 August 2003.

21. Group borrowings and debts securities

	
	
	
	
	31 August 2003

	
	
	
	
	RM’000

	Current
	
	
	
	

	Secured
	
	
	
	

	- Ringgit Malaysia
	
	
	
	6,254

	- Foreign Currencies
	
	
	
	63

	
	
	
	
	

	
	
	
	
	6,317

	
	
	
	
	

	Non-current
	
	
	
	

	Secured
	
	
	
	

	- Ringgit Malaysia
	
	
	
	6,873

	- Foreign Currencies
	
	
	
	5,074

	
	
	
	
	

	
	
	
	
	11,947

	
	
	
	
	

	Foreign Currencies
	
	
	
	

	Current
	
	
	
	Rp 30,512

	
	
	
	
	Peso 714

	
	
	
	
	

	
	
	
	
	

	Non-current
	
	
	
	Peso 60

	
	
	
	
	Rs 60,844

	
	
	
	
	


Exchange rate used

RM1 = Rp2251

RM1 = Peso 14.43

RM1 = Rs12

22. 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.

23. Changes in material litigation  

The Group was not engaged in any material litigation for the current financial period to date.

24. Proposed dividend 

No dividend is proposed for the quarter ended 31 August 2003.

25. Earnings per share

The calculation of basic earnings per share for the current quarter and cumulative quarter are based on the net profit attributable to ordinary shareholders of  RM3,068,000 and RM6,017,000 and the weighted average number of ordinary shares ordinary outstanding calculated as follows:

	
	
	Current 

Quarter

31 August

 2003
	
	Current 

year 

Quarter

31 August

 2003

	
	
	‘000
	
	‘000

	
	
	
	
	

	Issued ordinary shares at beginning of the period
	
	1,500
	
	375

	Effect on share split
	
	-
	
	404

	Effect of ordinary shares issued on 31 July 2003
	
	5,972
	
	2,986

	Bonus issue
	
	122,000
	
	122,000

	Rights issue
	
	13,594
	
	6,797

	
	
	
	
	

	Weighted average number of ordinary shares
	
	143,066
	
	132,562


26. Capital commitments

	
	
	31 August 2003

	
	
	RM’000

	
	
	

	Approved but not contracted for
	
	2,220


27. Related party transactions

There were no non-recurrent related party transactions during the period under review.

BY ORDER OF THE BOARD

Lam Voon Kean

Company Secretary

Dated this  25 September 2003
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