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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 30 September 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 Bursa Malaysia Securities Berhad 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

The final dividend of 1 sen per ordinary share of RM1 each, less 28% tax, for the quarter ended 30 September 2004 (quarter ended 30 September 2003: 1 sen per ordinary share of RM1 each, less 28% tax) was paid on 11 August 2004.

8. Segment Information

The Group’s segmental information for the financial quarters ended 30 September 2004 and 30 September 2003 is presented separately in the file ‘3Q2004-BursaM-Segmental’ 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 30 September 2004.

11. Changes in the Composition of the Group 

On 30 September 2004, the acquisition of EAC Transport Agencies Sdn Bhd was completed. 

12. Changes in Contingent Liabilities or Contingent Assets


There are no changes in contingent liabilities or contingent assets since the quarter ended 30 September 2004 and up to 22 November 2004.

13.
Capital Commitments

Authorised capital commitments not provided for in this interim financial report as at 30 September 2004 are as follows:












RM’000

Contracted

     6,820

Not contracted
          - 
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     6,820





Analysed as follows:

- Property, plant and equipment
     6,820


ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF THE BURSA MALAYSIA SECURITIES BERHAD – 3rd QUARTER ENDED 30 SEPTEMBER 2004

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

1.
Review of performance

In the third quarter 2004, the Group achieved sales of RM 709.5 million. This represents a growth rate of 18.9% from the third quarter 2003 and of 9.6% from the immediately preceding second quarter 2004. As expected, the prime driver is strong demand resulting from the onset of the festive seasons.

Cumulative sales of the nine months of 2004 reached RM 2,017.4 million, an improvement of 16.7% over the same period last year.

Group profit before tax for the nine months of 2004 amounted to RM 7.2 million as compared to RM 8.5 million by 30 September 2003. The 15% drop is still a reflection of the strong sales growth of lower-margin businesses and of operational expense increases particularly with regards to financing. However, the profit before tax for the quarter improved over the respective results of last year.

Trading Segment

The largest business segment reported sales of RM 695.0 million, an increase of 19.6% over the same period last year and of 9.8% over the immediately preceding quarter. Cumulative revenue reached RM 1,947.2 million, an improvement of 17% over the nine months of 2003. – As earlier reported, the segment was affected by adverse external factors but these temporary obstacles are now overcome. The principal growth driver of Trading was in the distribution of lower margin products and in one principal agency, sales almost doubled from a year ago. The Segmental result improved to RM 14.6 million from RM 12.9 million one year ago. 

Chemicals Segment

The third quarter 2004 saw again a decrease in sales, which now reached RM 9.1 million after RM 9.5 million in the second and RM 9.9 million in the first quarters of this year. This represents a drop of 22.8% against the third quarter 2003 and of 4.1% against the immediately preceding second quarter. Cumulative revenue amounted to RM 28.6 million, a decline of 5.9% against 2003. – The Chemicals segment operates in a difficult market, which is particularly impacted by the pressure of high oil prices on plastics. – With the reduced sales,  segmental results of RM 1.5 million remain below last year’s RM 1.8 million.

Food Segment

This segment continues its strong performance also in the third quarter. Sales amounted to RM 5.3 million, a growth of 25.2% against the same period last year and of 14.4% against the second quarter 2004. Cumulative sales stood at RM 14.7 million, an improvement of 29.8% against 2003. – The festive Seasons are particularly important for this segment because its principal pillar is the Famous Amos Chocolate Chip Cookie franchise operation. – Last year’s Segment result amounted to RM 1.3 million and in 2004 we now report RM 1.9 million.

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


The onset of the festive Seasons and the resulting growth in sales improved profitability as in previous years.

3. Prospects 

At this point in time, profitability still remains below the results of 2003 and we maintain a cautious outlook for the whole year despite the encouraging improvements in the third quarter.  Profitability continues to depend on the product mix of our sales, margin pressure in the market and our management of operational expenses. 

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 30 September 2004 was higher than the statutory income tax rate in Malaysia due to losses of subsidiaries that are not available for set off against taxable profits of other subsidiaries and certain expenses which are not deductible for tax purposes.

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

There was 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 DHMB on 16 March 2004 covering the following proposals: -

Diethelm Holdings (Malaysia) Berhad  (‘DHMB’)

· 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 DHMB. 

· 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 DHMB 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 DHMB from RM 100,000,000 comprising 99,180,000 ordinary shares of RM 1.00 each and 82,000,000 redeemable 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 redeemable cumulative preference shares of RM 0.01 each

On 10 June 2004, AmMerchant Bank Berhad, on behalf of DHMB, announced that DHMB has obtained the approval of the Securities Commission (‘SC’) (including the Equity Compliance Unit under the Foreign Investment Committee (‘FIC’) requirements) vide its letter dated 9 June 2004, subject to, inter-alia, the following terms and conditions:

· The issue price of the ordinary shares of RM 1.00 each to be issued pursuant to the Proposed Restricted Issue to Dihoma Sdn Bhd is to be fixed at the higher of RM 1.00 being the par value of Shares in DHMB or the 5-day weighted average market price of Shares in DHMB at a price fixing date to be set on a date after the approval of the SC, as against the proposed issue price of RM 1.00.

· The extension of the tenure of the 82,000,000 redeemable cumulative preference shares of RM 0.01 each currently in issue shall be for a further period of 6 months up to 17 December 2004 only, as against the proposed period of 5 years up to 17 June 2009, and

· DHMB is to allocate at least 30% of the Restricted Issue Shares to Bumiputera investors within two years after completion of the Proposed Restricted Issue.  Clarification was being sought from the SC in relation to the said condition.

· The SC has also approved the upliftment of the equity condition imposed previously by the FIC that Diethelm Holdings (Asia) Sdn Bhd and its group of companies should not hold more than 51% equity interest in DHMB at all times.

· However, the SC has not approved the proposal for the recognition of up to 30% of the Restricted Issue Shares, which forms part of the entire Restricted Issue Shares held by Dihoma Sdn Bhd pursuant to the Proposed Restricted Issue (and which are proposed to be deposited into a nominee account by Dihoma Sdn Bhd), as Bumiputera Shares for the purpose of meeting the Bumiputera equity requirements.

· Pursuant thereto, on behalf of the Board of DHMB, AmMerchant Bank also announced that the Board of DHMB has determined the price fixing date to be 10 June 2004 and has fixed the issue price of the Restricted Issue Shares at RM 1.00 per Share, in accordance with the SC’s terms and conditions as stipulated above. The issue price of RM 1.00 per Restricted Issue Share represents the par value of the Company’s shares and a premium of RM 0.12 or approximately 13.64% over the weighted average market price of Shares in DHMB for the five market days up to and including 9 June 2004 of approximately RM 0.88 per Share, being the market day immediately preceding the price fixing date of 10 June 2004.

On 21 July 2004, AmMerchant Bank Berhad, on behalf of DHMB, announced the following:

· that notwithstanding the approval by the SC of the extension of the 82,000,000 redeemable cumulative preference shares up to 17 December 2004, it is the intention of DHMB to redeem the 82,000,000 redeemable cumulative preference shares on or prior to 17 December 2004.

· that the SC has clarified the condition imposed on DHMB to allocate at least 30% of the Restricted Issue Shares to Bumiputra investors within two years after completion of the Proposed Restricted Issue is to ensure that Dihoma Sdn Bhd, being the subscriber of the entire 75,000,000 Restricted Issue Shares, undertakes the sell-down of at least 30% of the Restricted Issue Shares to Bumiputra investors within two years after the completion of the Proposed Restricted Issue.

On 22 November 2004, AmMerchant Bank Berhad, on behalf of DHMB, announced the following:

· that the 82,000,000 redeemable cumulative preference shares of RM0.01 each in the Company have been redeemed in full on 5 November 2004.

· that the Company had also, on 5 November 2004, allotted and issued 75,000,000 new ordinary shares of RM1.00 each (“Restricted Issue Shares”) to Dihoma Sdn Bhd at an issue price of RM1.00 per Restricted Issue Share pursuant to the Restricted Issue.  The Restricted Issue Shares, which rank pari passu in all respects with the existing issued and paid-up ordinary shares of RM1.00 each in DHMB, were listed and quoted on the Main Board of the Bursa Malaysia Securities Berhad on 19 November 2004.

An Announcement was made by DHMB on 27 May 2004 covering the following proposal:

· Proposed acquisition by DHMB of 51% of the issued and paid-up share capital of EAC Transport Agencies (Malaysia) Sdn Bhd from EAC Holdings (Malaysia) Sdn Bhd for a cash consideration of RM 5,939,998.

This acquisition was completed on 30 September 2004.

9. Group Borrowings and Debt Securities 
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10. Off Balance Sheet Financial Instruments


Hedging Instruments

As at 22 November 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

             1,534 

19.10.04 - 

09.11.04

23.11.01 - 

10.01.05

                  5,835 

Swiss Franc

                299 

02.03.04 - 

30.09.04

02.12.04 - 

20.01.05

                    914 

Singapore Dollar

             1,105 

21.07.04 - 

02.11.04

25.11.04 - 

27.01.05

                  2,503 

Euro

             1,054 

10.05.04 - 

29.10.04

23.11.04 - 

15.03.05

                  4,926 

Australian Dollar

                282 

07.06.04 - 

30.09.04

23.11.04 - 

28.01.05

                    745 

Pound Sterling

                   3 

20.09.04

23.11.04 - 

31.12.04

                      18 

Total

                14,941 


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 22 November 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 RM1,683,000 and RM3,746,000 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

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

		US Dollar		1,534		19.10.04 - 09.11.04		23.11.01 - 10.01.05		5,835

		Swiss Franc		299		02.03.04 - 30.09.04		02.12.04 - 20.01.05		914

		Singapore Dollar		1,105		21.07.04 - 02.11.04		25.11.04 - 27.01.05		2,503

		Euro		1,054		10.05.04 - 29.10.04		23.11.04 - 15.03.05		4,926

		Australian Dollar		282		07.06.04 - 30.09.04		23.11.04 - 28.01.05		745

		Pound Sterling		3		20.09.04		23.11.04 - 31.12.04		18

		Total								14,941
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		Short term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Bank overdrafts		2,267

		Bankers’ acceptances		177,478

		Promissory notes		20,000

				199,745

		Long term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Fixed rate term loan		70,000

		Advances from holding companies		28,099

				98,099
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Sheet1

				Qtr Ended 30 September								YTD Qtr Ended 30 September

				2004				2003				2004				2003

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

		Current year		950				470				1,573				1,160

		Prior year		581				- 0				581				- 0

				1,531				470				2,154				1,160






