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DIETHELM HOLDINGS (MALAYSIA) BERHAD (231378-A)
(Incorporated in Malaysia)

QUARTERLY REPORT

Quarterly report on consolidated results for the financial quarter ended 31 March 2003.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


(I)
Compliance with MASB 26: Interim Financial Statements

1. Accounting Policies and Methods of Computation

The accounting policies and methods of computation adopted for the quarterly financial statements are consistent with those adopted for the financial statements for the year ended 31 December 2002.

2. Disclosure of Audit Report Qualification and Status of Matters Raised

The auditors’ report on the financial statements of the Group for the year ended 31 December 2002 was qualified due to the following matters:

(a) non disclosure of an analysis of expenses using a classification based on either the nature of expenses or their function as required by MASB 1: Presentation of Financial Statements; and

(b) non disclosure of the cost of inventories recognised as an expense during the financial year, or of the operating costs, applicable to revenues, recognised as an expense during the financial year, classified by their nature, as required by MASB 2: Inventories.


The directors are of the opinion that disclosure of these items would be detrimental to the interests of the shareholders because they provide competition-sensitive information.

The status of the above remains unchanged since the last report.

3. Seasonal or Cyclical Factors

The Group's main activity is in trading. Consequently, sales and contributions are influenced by the festive seasons of Hari Raya, Christmas and Chinese New Year. 

4. Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flow

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the quarter in review.

5. Material Changes in Estimates

The company has not issued any estimates. 

6. Changes in Debt and Equity Securities  


There were no issuances, resale and repayments of debt and equity securities, share buy-backs, cancellation of shares, shares held as treasury shares and resale of treasury shares for the quarter under review. 


7. Dividend Paid

No interim dividend has been declared by the Board of Directors.
8. Segment Information

The Group’s segmental information for the financial quarter ended 31 March 2003 is presented as follows:

	
	Trading
	Chemicals
	Food
	Eliminations
	Consolidated

	Quarter ended 31 March 2003
	
	
	
	
	

	Revenue
	
	
	
	
	

	- External sales
	     540,164
	       9,168 
	   3,795 
	                  - 
	         553,127 

	- Inter-segment sales
	            107
	          120
	          - 
	             (227)
	                   - 

	Total revenue
	     540,271 
	       9,288 
	   3,795 
	             (227)
	         553,127 

	Results
	
	
	
	
	

	Segment results
	         3,624 
	           389 
	       579 
	                  - 
	            4,592 

	Finance cost
	
	
	
	
	           (2,335)

	Profit from ordinary activities 

  before tax
	
	
	
	
	            2,257 

	Tax
	
	
	
	
	              (289) 

	Profit from ordinary activities

  after tax
	
	
	
	
	            1,968

	Minority interest
	
	
	
	
	                   -

	Net profit for the quarter
	
	
	
	
	            1,968 

	
	
	
	
	
	

	At 31 March 2003
	
	
	
	
	

	Other Information
	
	
	
	
	

	Segment assets
	    595,452 
	      15,946 
	   3,411 
	                  - 
	        614,809 

	Unallocated assets
	
	
	
	
	        133,463 

	Total assets
	
	
	
	
	        748,272 

	
	
	
	
	
	

	Segment liabilities
	   (374,252)
	       (4,072)
	     (507)
	                  - 
	       (378,831)

	Unallocated liabilities
	
	
	
	
	       (334,959)

	Total liabilities
	
	
	
	
	       (713,790)

	
	
	
	
	
	

	Capital expenditure
	
	
	
	
	            6,883 

	Depreciation
	
	
	
	
	           (3,377)


8.
Segment information (con’t)
	
	Trading
	Chemicals
	Food
	Travel
	Eliminations
	Consolidated

	Quarter ended 31 March 2002
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	

	- External sales
	     330,781
	        9,245
	     3,212
	   11,263
	                 -
	        354,501

	- Inter-segment sales
	            111
	           122
	             -                
	             -                  
	           (233)     
	                -

	Total revenue
	     330,892
	         9,367
	     3,212
	   11,263
	           (233)           
	        354,501

	Results
	
	
	
	
	
	

	Profit from operations
	         2,674
	            771
	        382
	          56
	                 -
	            3,883

	Finance cost
	
	
	
	
	
	           (2,176)

	Profit from ordinary activities 

  before tax
	
	
	
	
	
	            1,707

	Tax
	
	
	
	
	
	              (204)

	Profit from ordinary activities

   after tax
	
	
	
	
	
	            1,503

	Minority interest
	
	
	
	
	
	                (30)

	Net profit for the quarter
	
	
	
	
	
	            1,473

	
	
	
	
	
	
	

	At 31 March 2002
	
	
	
	
	
	

	Other Information
	
	
	
	
	
	

	Segment assets
	     434,143
	      16,350          
	     2,147     
	     9,079
	                -
	         461,719

	Unallocated assets
	
	
	
	
	
	         113,287

	Total assets
	
	
	
	
	
	         575,006

	
	
	
	
	
	
	

	Segment liabilities
	    (269,249)
	      (5,320)
	      (312)
	    (5,100)
	                -
	       (279,981)

	Unallocated liabilities
	
	
	
	
	
	       (268,345)

	Total liabilities
	
	
	
	
	
	       (548,326)

	
	
	
	
	
	
	

	Capital expenditure
	
	
	
	
	
	                881

	Depreciation
	
	
	
	
	
	           (2,481)   


9. Valuation of Property, Plant and Equipment

Property, plant and equipment, which are stated at revalued amounts, have been brought  forward without amendment from the previous annual financial statements. 

10. Material Events Subsequent to the end of Financial Period

There were no material events subsequent to the end of the period reported on that have not been reflected in the financial statements for the quarter ended 31 March 2003.

11. Changes in the Composition of the Group 

As announced on 27 September 2002, the wholly-owned subsidiary, Diethelm Transport Holdings Sdn Bhd has entered into three conditional Sales & Purchase Agreements on 24 September for the sale of its entire 58.8% holding of shares in Diethelm Travel Management Sdn Bhd.  After receipt of approval by the relevant authorities, the transaction was completed on 31 December 2002.
As announced on 26 October 2002, Diethelm Holdings (Malaysia) Berhad has entered into a conditional Sales & Purchase Agreement on 28 October for the purchase of EAC Marketing Services Sdn Bhd. The approvals from the relevant authorities were received and the EGM to obtain shareholders’ approval was called for 28 February 2003.
12. Changes in Contingent Liabilities or Contingent Assets

As of 19 May 2003, there were no material changes in contingent liabilities or contingent assets since the last financial year ended 31 December 2002.

13.
Capital Commitments

Authorised capital commitments not provided for in this interim financial report as at 31 March 2003 are as follows:












RM’000

Contracted

  2,654


Not contracted
           -
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   2,654





Analysed as follows:

- Property, plant and equipment
   2,654


ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF THE KUALA LUMPUR STOCK EXCHANGE – 1st QUARTER ENDED 31 MARCH 2003

(II)
Compliance with Appendix 9B of the Listing Requirements

1.
Review of performance

First Quarter 2003 revenue of the Group reached RM 553 million as compared to RM 355 million in the corresponding period of the previous year. This significant increase of 56% is mostly a reflection of the integration of EAC Marketing Services Sdn Bhd, which has been consolidated in the Group results since 1 January 2003. On the other hand, at the end of 2002, we sold the Travel Segment as disclosed in our releases. Without this acquisition and the disposal, the Group would have reported a revenue increase of 21% against the first quarter 2002 and of 11% against the immediately precedent fourth quarter 2002.

Group profit before tax increased by 32% over the first quarter 2002 to RM 2,257,000.  

The Trading Segment reported revenue of RM 540 million in the first quarter 2003. This represents an increase of 63% over the same period last year. As explained above, a sizeable part of this growth was the result of the consolidation of EAC Marketing Services Sdn Bhd, which was integrated into the Trading Segment with effect from 1 January 2003. Without this new business, on an adjusted year-to-year comparison, the growth rate would have reached 22%. Prime drivers for this sales expansion were in the consumer goods distribution, where a number of agencies had a strong start for the year. Healthcare distribution also saw an increase in business, however, at a lower growth rate. The segmental profit from operations increased by 36%.

The Chemicals Segment achieved revenue of RM 9 million in the first quarter 2003, a drop of 1% over the first quarter 2002. The slow-down in the plastics industry because of escalating prices, low life-stock prices and reduced export activities have stopped the hoped for sales expansion. Segmental profitability suffered accordingly.

The Food Segment closed the first quarter with revenue close to RM 4 m, an increase of 18% over last year. The driving force in this unit is the Famous Amos Chocolate Chip Cookie chain, which had a successful start into 2003. Segmental profitability was improved through tight expense management.

2.
Material Changes in Profit Before Taxation for the Current Quarter as compared with the Immediate Preceding Quarter


Profit before taxation in the first quarter 2003 was 18% below the respective result in the fourth quarter 2002. This development is expected as the last quarter of a year always reports higher earnings because of the seasonality of our business.

3. Prospects 

The first quarter of 2003 showed strong underlying revenue growth, even without consideration of the EAC Marketing Services Sdn Bhd acquisition. On the assumption that the current health issue will find an early solution, and barring unforeseen negative events, we expect continued sales growth, however, at lower levels because the anticipated pick-up in demand has still not materialized. Profitability will be under pressure from margin erosion and cost increases. 
4.
Variance of Actual Profit from Forecast Profit





The Group did not issue any profit forecast or profit guarantee for the year.

5.
Taxation



  Quarter

 Year To-date

  Ended 31 Mar
 Ended 31 Mar


  2003
  2002
 2003
2002

Current
    289
  204
 289
  204


Prior year
     -
     -
  -
     -





    289
  204
 289
  204








The effective tax rate of the Group for the quarter ended 31 March 2003 was lower than the statutory rate in Malaysia due to utilisation of unabsorbed losses brought forward. 

6. Profits/(Losses) on Sale of Unquoted Investments and/or Properties

As announced on 22 October 2002, the wholly-owned subsidiary Harpers Trading (Malaysia) Sdn Bhd has entered into a Sale and Purchase Agreement with a non-related party on 22 October for the sale of a piece of land with a building for a total consideration of RM 2,300,000. This transaction has not yet been completed.

7. Quoted Securities other than Securities in Existing Subsidiary and Associated Companies

(a) There were no purchases or disposals of quoted and marketable securities during the financial quarter.

(b)
There were no investments in quoted securities as at the end of the quarter under review.

8. Status of Corporate Proposals Announced 

There were no corporate proposals announced or uncompleted as at 19 May 2003.

9. Group Borrowings and Debt Securities 

RM’000

Short term borrowings

Unsecured and fully denominated in Ringgit Malaysia:

Bank overdrafts 
  6,100  

Bankers’ acceptances
52,100

Promissory notes
20,000






  78,200


Long term borrowings

Unsecured and fully denominated in Ringgit Malaysia:

Fixed rate term loan
40,000

Advances from holding companies
20,248



60,248






10. Off Balance Sheet Financial Instruments


Hedging Instruments

As at 19 May 2003, the Group has entered into the following foreign exchange forward contracts to hedge its purchases in foreign currencies:

	Currency
	Contract amount in FCY’000
	Date of contract
	Value date of Contract
	Equivalent amount in RM’000

	US Dollar


	1,825
	18.03.03 – 12.05.03
	20.05.03 – 09.07.03
	6,949

	Swiss Franc
	113
	25.02.03 – 07.04.03
	20.05.03 – 31.07.03
	312

	Singapore Dollar


	1,678
	27.01.03 – 29.04.03
	23.05.03 – 25.09.03
	3,659

	Euro
	1,206
	19.02.03 – 12.05.03
	20.05.03 – 29.08.03
	5,068

	Australian Dollar
	370
	25.03.03 – 12.05.03
	21.05.03 – 17.07.03
	861

	Total


	
	
	
	16,849


Foreign currency transactions in Group companies are accounted for at exchange rates ruling at the transaction dates, unless they are hedged by forward foreign exchange contracts. In these cases, the rates specified in such forward contracts are used. Foreign currency monetary assets and liabilities are translated at exchange rates ruling at the balance sheet date, unless hedged by forward foreign exchange contracts when the rates specified in such forward contracts are used. Exchange differences arising from the settlement of foreign currency transactions and from the translation of foreign currency monetary assets and liabilities are included in the income statement.

Future liabilities in foreign currencies are forward-purchased from reputable banks when their amount and due date are known. Forward hedges are exclusively used for bona-fide and documented trade transactions and not for speculative purposes in line with the Group’s policy. We do not foresee any significant credit and market risks.

11. Changes in Material Litigation

There are no other changes in material litigation since the last financial year ended 31 December 2002 and up to 19 May 2003.

12. Dividend Proposed or Declared

No interim dividend has been declared by the Board of Directors. 

13. Earnings Per Share

(a)
The earnings used as the numerator in calculating basic and diluted earnings per share for the current quarter and financial year-to-date is RM1,968,000

(b) The weighted average number of ordinary shares used as the denominator in calculating basic and diluted earnings per share for the current quarter and financial year-to-date is 82,658,076.
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