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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 2004.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


(I)
Compliance with MASB 26: Interim Financial Statements

1. Accounting Policies and Basis of Preparation

The interim financial statements have been prepared in accordance with the Malaysian Accounting Standards Board (‘MASB’) Standard No. 26 “Interim Financial Statements” and Chapter 9 part K of the Kuala Lumpur Stock Exchange Listing Requirements and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2003.

The accounting policies and presentation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended 31 December 2003.

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 2003 was not qualified.

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 dividend was paid in the quarter ended 31 March 2004.

8. Segment Information

The Group’s segmental information for the financial quarters ended 31 March 2004 and 31 March 2003 is presented separately in the file ‘1Q2004-segmental-BursaMsia’ attached together with this package.

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 and that have not been reflected in the financial statements for the quarter ended 31 March 2004.

11. Changes in the Composition of the Group 

There were no changes in the composition of the Group during the financial quarter.

12. Changes in Contingent Liabilities or Contingent Assets


A subsidiary company of the Group filed a claim against a customer for payment for goods sold and delivered.  The customer has filed a counterclaim against the subsidiary for damages arising from an alleged failure to deliver the goods on time.  The subsidiary’s solicitors are of the considered view that the counterclaim of the customer is baseless and unsustainable.

As of 19 May 2004 there were no other material changes in contingent liabilities or contingent assets since the last financial year ended 31 December 2003.

13.
Capital Commitments

Authorised capital commitments not provided for in this interim financial report as at 31 March 2004 are as follows:












RM’000

Contracted

     1,190


Not contracted
          - 
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     1,190





Analysed as follows:

- Property, plant and equipment
     1,190


ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF THE KUALA LUMPUR STOCK EXCHANGE – 1st QUARTER ENDED 31 MARCH 2004

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

1.
Review of performance

The strong sales performance reported in 2003 continues into 2004. In the first Quarter of this year, the Group achieved sales of RM 660 m. This represents an increase of 19.4% against the corresponding first Quarter 2003 with sales of RM 553 million, and of 5.1% against the immediately preceding Quarter with sales of RM 628 million. The continued positive trend is both carried by consumer demand and the favourable competitive positioning of our agencies.

Group profit before tax in the first Quarter closed at RM 1.9 million, RM 0.4 million down from the previous year’s first quarter’s result of RM 2.3 million.  This development the result of higher operating expenses, increased cost of financing and margin pressure.

Trading Segment

Trading sales in the first Quarter 2004 reached RM 646 million, an increase of 19.5% over the corresponding Quarter in 2003 or of 5.3% over the 4th Quarter 2003. This growth was primarily driven by the rapid expansion of our telephone card distribution business as well as by advances of some of our largest agencies and it compensated for a product recall by one foreign manufacturer. – The segmental results improved from RM 3.6 m at the end of the first Quarter 2003 to now RM 4.5 million primarily from the volume increase.

Chemicals Segment

Chemicals reported sales of RM 10 million in the first Quarter 2004, an improvement of 7.9% over the first Quarter in 2003 and of 8.5% over the fourth Quarter 2003. The first Quarter of a year is traditionally slower than the rest of the year and the result indicates a potentially positive trend. -  Segment results improved from RM 0.4 million in 2003 to now RM 0.5 million on the strength of the higher sales.

Food Segment

Food Segment sales of RM 4.6 m up to 31 March 2004 represent a 22.3% growth over the same period last year, but also a 22% drop against the last Quarter 2003, which had benefited from two festive seasons. The Famous Amos Chocolate Chip Cookie chain, the main activity in this Segment, now counts 26 outlets both in West and East Malaysia and it is in the process of rapidly opening up new locations. The Segmental result dropped from RM 0.6 million at the end of the first Quarter 2003 to RM 0.3 million in this Quarter because of the increased cost resulting from the rapid branch expansion.

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 2004 of RM 1.9 million was lower than the RM 4.3 million reported for the 4th Quarter 2003. While there is the element of seasonality which traditionally shows lower profits at the beginning of a year, there were also extraordinary items at the end of last year, such as a receivable provision write-back, which had benefited the 4th Quarter 2003.   

3. Prospects 

We are optimistic about 2004 although we expect lower sales growth than in 2003. Structural improvements should allow us to compensate for increased cost but profitability will depend on the development of our product mix combined with the effects of strong margin pressure in the market. 

4.
Variance of Actual Profit from Forecast Profit





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

5.
Taxation
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The effective tax rate of the Group for the quarter ended 31 March 2004 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

There were no sale of unquoted investments and/or properties during the financial quarter.

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 

An announcement was made by AmMerchant Bank Berhad on behalf of the Company on March 16, 2004 covering the following proposals: -

Diethelm Holdings (Malaysia) Berhad  (‘the Company’)

· proposed a restricted issue of 75,000,000 new Ordinary Shares of RM1.00 each representing approximately 47.6% of the enlarged issued and paid-up share capital of the company 

· proposed an extension of the tenure of the existing redeemable cumulative preference shares by a period of up to five (5) years

· proposed an alteration of articles of the company to extend the tenure of the redeemable cumulative preference shares to ten years from the date of issue

· proposed an increase in the authorized share capital of the company from RM 100,000,000 comprising 99,180,000 ordinary shares of RM 1.00 each and 82,000,000 cumulative preference shares of RM 0.01 each, to RM 500,000,000 comprising 499,180,000 ordinary shares of RM 1.00 each and 82,000,000 cumulative preference shares of RM 0.01 each

The Company is in the midst to acquiring approvals from the relevant authorities.

9. Group Borrowings and Debt Securities 


[image: image2.wmf]Short term borrowings

Unsecured and fully denominated in Ringgit Malaysia:

RM'000

Bank overdrafts 

1,178

        

 

Bankers’ acceptances

127,298

     

 

Promissory notes

18,600

      

 

147,076

     

 

Long term borrowings

Unsecured and fully denominated in Ringgit Malaysia:

RM'000

Fixed rate term loan

70,000

      

 

Advances from holding companies

27,263

      

 

97,263

      

 


10. Off Balance Sheet Financial Instruments


Hedging Instruments

As at 19 May 2004, the Group has entered into the following foreign exchange forward contracts to hedge its purchases in foreign currencies:
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Contract 

amount in 

FCY'000

Date of contract

Value date of 

contract

Equivalent value in 

RM'000

US Dollar

             3,347 

10.02.04 - 

11.05.04

21.05.04 - 

17.08.04

                12,751 

Swiss Franc

                784 

10.02.04 - 

10.05.04

30.06.04 - 

20.01.05

                  2,376 

Singapore Dollar

             1,491 

10.02.04 - 

10.05.04

25.05.04 - 

25.08.04

                  3,383 

Euro

             1,303 

28.11.03 - 

13.05.04

21.05.04 - 

30.09.04

                  5,985 

Australian Dollar

                297 

19.02.04 - 

10.05.04

21.05.04 - 

30.09.04

                    837 

Total

                25,332 


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 2003 and up to 19 May 2004.

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 are RM1,399,000 and RM1,399,000 respectively.

(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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Sheet1

		Short term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Bank overdrafts		1,178

		Bankers’ acceptances		127,298

		Promissory notes		18,600

				147,076

		Long term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Fixed rate term loan		70,000

		Advances from holding companies		27,263

				97,263
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Sheet1

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

		US Dollar		3,347		10.02.04 - 11.05.04		21.05.04 - 17.08.04		12,751

		Swiss Franc		784		10.02.04 - 10.05.04		30.06.04 - 20.01.05		2,376

		Singapore Dollar		1,491		10.02.04 - 10.05.04		25.05.04 - 25.08.04		3,383

		Euro		1,303		28.11.03 - 13.05.04		21.05.04 - 30.09.04		5,985

		Australian Dollar		297		19.02.04 - 10.05.04		21.05.04 - 30.09.04		837

		Total								25,332
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Sheet1

				Qtr Ended 31 Mar								YTD Qtr Ended 31 Mar

				2004				2003				2004				2003

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

		Current year		469				289				469				289

		Prior year		- 0				- 0				- 0				- 0

				469				289				469				289






