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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 December 2005.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS


(I)
Compliance with MASB 26: Interim Financial Statements

1. Accounting Policies and Basis of Preparation

The unaudited condensed interim financial statements for the 4th quarter and the financial year ended 31 December 2005 have been prepared in accordance with the FRS134 (Interim Financial Reporting) (formerly known as MASB Standard No. 26) 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 2004.

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 2004 except for the following change.

Change in accounting policy: Goodwill on consolidation

With effect from 1 January 2005, goodwill on acquisitions of subsidiaries will no longer be amortised. This change in accounting policy takes effect prospectively. The carrying amount of goodwill will be tested for impairment annually in accordance with FRS 136 (Impairment of Assets) (formerly known as MASB Standard No.23).

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 2004 was not qualified.

3. Seasonal or Cyclical Factors

The Group's main activities are the distribution of fast moving consumer and healthcare products. Consequently, sales and contributions are influenced by the festive seasons of Hari Raya, Christmas, Chinese New Year and Deepavali. 

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 under review.

5. Material Changes in Estimates

The company has not made any material estimates. 

6. Changes in Debt and Equity Securities  


There were no changes in debt and equity securities during the quarter under review.

7. Dividend Paid

No dividend was paid in the quarter ended 31 December 2005.

8. Segment Information

The Group’s segmental information for the financial quarters ended 31 December 2005 and 31 December 2004 is presented separately in the file ‘4Q2005-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 31 December 2005.

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

There were no changes in contingent liabilities or contingent assets since the quarter ended 31 December 2005 and up to 23 February 2006.

13.
Capital Commitments

Authorised capital commitments not provided for in this interim financial report as at 31 December 2005 are as follows:












RM’000

Contracted

    6,855

Not contracted
          - 
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    6,855





Analysed as follows:

- Property, plant and equipment
    6,855


ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF THE BURSA MALAYSIA SECURITIES BERHAD – 4th QUARTER ENDED 31 DECEMBER 2005

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

1.
Review of performance

Diethelm Holdings (Malaysia) Berhad achieved fourth quarter 2005 sales of RM 725 million, reflecting a reduction of 3.5% from to the same quarter in 2004 and of 0.8% from the immediately preceding third quarter 2005. Cumulative sales 2005 amounted to RM 3,024 million, which represents an increase of 9.1% from the 2004 sales of RM 2,773 million. 

(Please see Note 15.)

The Group’s 2005 cumulative profit before tax reached RM 28 million, an improvement of 65.6% over the 2004 results of RM 16.9 million.

Comments to the performance of the Business Segments
Trading and Logistics Segment

Fourth quarter 2005 sales of RM 709 million were 3.2% below the same quarter last year and 0.6% lower than in the third quarter 2005. Total sales for the year amounted to RM 2,957 million, an increase of 9.1% over sales of RM 2,711 million in 2004. – The quarter-to-quarter drop in sales is the result of the departure of two large agencies by mid-2005, which was disclosed in the last two quarterly reports. The overall growth of 9.1% against 2004 is the result of strong advances in low-margin activities, which saw double-digit increases and of a consistently good demand in the core distribution business. –  The Company regrets to inform that the third quarter report erroneously understated the Trading and Logistics Segment result by RM 578,000 while overstating by the same amount the Food Segment’s result. This error was only spotted now. - The segmental result of RM 33.6 million represents an improvement of 30.7% over the 2004 result of RM 25.7 million. This development was achieved through sales-growth and adjustments to comply with the forthcoming IFRS implementation. These positive elements helped in off-setting expense increases, particularly on the personnel side, and margin pressure.
Chemicals Segment

Fourth quarter 2005 sales of the Chemicals Segment only reached RM 7.3 million, which reflects a reduction of 34.7% against the same quarter in 2004 and of 37.8% against the immediately preceding quarter. Cumulative sales 2005 amounted to RM 41.5 million, an increase of 4.6% against the RM 39.7 million achieved in 2004. – The fourth quarter sales reduction was the result of the departure of the Segment’s principal agency because they now handle their own distribution in Malaysia. – Segmental results in 2005 reached RM 3.9 million, an improvement of 82% over the RM 2.1 million in 2004 because of improved gross margins, expense cuts and adjustments as explained above.

Food Segment

The smallest of the three Segments reported fourth quarter 2005 sales of RM 8.7 million, which represents an increase of 21.2% over the same quarter in 2004 and of 49.2% over the third quarter 2005. Cumulative sales in 2005 reached RM 25.6 million, a growth of 17.3% over sales of RM 21.8 million in 2004. -  Traditionally, the fourth quarter with its festive seasons has always shown the best performance. The Famous Amos Chocolate Chip Cookie chain continues with its rapid expansion and the Food Ingredients activities achieved a satisfying break-through. –  As noted above, the third quarter report erroneously overstated the Food Segment result by RM 578,000 while understating by the same amount the Trading and Logistics Segment’s result. - The Segmental result for the full year of 2005 reached RM 2.7 million, an improvement of 35.5% over 2004.
2.
Material Changes in Profit before Taxation for the Current Quarter as compared with the Immediate Preceding Quarter


The fourth quarter has traditionally produced the strongest performance and the quarterly Profit before Taxation is significantly higher than of the previous quarter. In addition, the fourth quarter results also reflect adjustments made to comply with the IFRS adoption by the Group.
3. Prospects 

The Company operates in a volatile business environment and is exposed to frequent positive and negative developments. 2005 had been marked by the departure of three large agencies and it will take considerable efforts to replace their contribution to the results. In addition, as explained above, adjustments were made to comply with the IFRS requirements adopted by the Group. This contributed to the improved results in 2005 and will make 2006 a challenging year.
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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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 

No corporate proposals were announced during the period.

9. Group Borrowings and Debt Securities 
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Bank overdrafts 

328

          

 

Bankers’ acceptances

186,507

   

 

Promissory notes

23,716

     

 

Fixed rate term loan-current

30,000

     

 

240,551

   

 

Long term borrowings

Unsecured and fully denominated in Ringgit Malaysia:

RM'000

Fixed rate term loan

100,000

   

 

Advances from holding companies

45,133

     

 

145,133

   

 


10. Off Balance Sheet Financial Instruments

Hedging Instruments

As at 23 February 2006, 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

             4,492 

31.12.05 - 

16.02.06

24.02.06 - 

28.04.06

                16,814 

Euro

                199 

01.12.05 - 

23.01.06

24.02.06 - 

31.03.06

                    905 

Australian Dollar

                171 

19.01.06 - 

13.02.06

24.02.06 - 

28.04.06

                    473 

Total

                18,192 


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 amounts and due dates are known. Forward hedges are exclusively used for bona-fide and documented trade transactions and not for speculative purposes in line with the DKSH Group’s policy. The Group does not foresee any significant credit and market risks.

11. Changes in Material Litigation

There are no changes in material litigation since the last financial year ended 31 December 2004 and up to 23 February 2006.

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 current year-to-date are RM11,609,000 and RM18,610,000 respectively.

(b) The weighted average number of ordinary shares used as the denominator in calculating basic and diluted earnings per share for the current year quarter and current year-to-date is 157,658,076 (4th Quarter of 2004: 132,658,076 and Year-to-date of 2004 : 95,158,076 shares). 

14. Public Share Spread

On 24 October 2005, Diethelm Holdings (Malaysia) Berhad had issued the following General Announcement pertaining to the Public Shareholding Spread :

“In compliance with the Letter of Bursa Malaysia Berhad of 21 October, Diethelm Holdings (Malaysia) Berhad (the Company) has to make the following Announcement:

(a)
The shareholding structure of the Company as per 21 October 2005 was as follows:

Dihoma Sdn Bhd




74.31%

Lembaga Tabung Angkatan Tentera

16.05%

Directors





  0.09%

Public shareholding spread


  9.55%


Lembaga Tabung Angkatan Tentera’s shareholding exceeds 15% of the total number of listed shares of the Company and, therefore, LTAT does not comply with the criteria of paragraph (b)(i) under the definition ’public’ in the Listing Requirements, and it should be excluded from the Company’s computation of its public shareholding spread.

(b)
Pursuant to paragraph 8.15(4) of the Listing Requirements, trading in the Company’s securities will be suspended immediately upon expiry of 30 market days from the date of the announcement in view that the public shareholding spread of the Company is below 10% of the total number of listed shares.

(c)
The date suspension will be effected 9 December 2005, being the market day immediately following the expiry of 30 market days from 24 October 2005.

(d)
Once the suspension pursuant to paragraph 8.15(4) of the Listing Requirements is effected, it will only be uplifted by Bursa Securities upon full compliance with the public shareholding spread requirements set out in paragraph 8.15(l) of the LR or as may be determined by Bursa Securities.

(e)
The Company is currently evaluating suitable approaches to increase the public shareholding spread to above 10% before the date of suspension is effected.

(f)
The Securities Commission approved on 9 June 2004 a Restricted Issue of 75 million new ordinary shares to Dihoma Sdn Bhd. The Company is required to allocate at least 30% of the restricted shares to Bumiputera investors within 2 years after completion of the restricted issue. Upon completion of this exercise, the Company will achieve compliance with the public shareholding spread requirement set out in paragraph 8.15(l) of the Listing Requirements.

(g)
The exercise described under (f) should be completed by November 2006.”

On 8 December 2005, the Company made the following general announcement:

“Bursa Malaysia Securities Berhad (“Bursa Securities”) has decided not to impose the suspension on the trading of DITHELM shares which was scheduled to be effective on 9 December 2005 subject to a condition that the divestment of DITHELM shares by Lembaga Tabung Angkatan Tentera should be completed by 31 December 2005 to comply with the public shareholding spread requirement prescribed under paragraph 8.15(1) of the Listing Requirements of Bursa Securities (“Listing Requirements”).

 In the event that the public shareholding spread of the Company is still below the prescribed level pursuant to the Listing Requirements after 31 December 2005, the trading in the Company’s shares will be suspended on 3 January 2006, being the market day immediately following 31 December 2005.”

On 29 December 2005, the Company followed up with the following general announcement:

“In their letter of 8 December, Bursa Malaysia Berhad had extended the deadline for the divestment of DITHELM shares by Lembaga Tabung Angkatan Tentera to 31 December 2005, to comply with the public shareholding spread requirement prescribed under paragraph 8.15(1) of the Listing Requirements of Bursa Securities (“Listing Requirements”). 

The Company would like to inform that Lembaga Tabung Angkatan Tentera sold 1,650,000 shares in DITHELM on 28 December 2005.  DITHELM is now in compliance with the public shareholding spread requirement of the Listing Requirements with 25.6% of its shares held by more than 1,000 public shareholders.”

15. 
Comparative figures


In line with year-end reclassifications in December 2005, the Income Statements for the third quarters of 2004 and 2005 are re-stated as follows to reflect the current financial year Income Statement presentation for revenue, operating expenses and other operating income. These reclassifications do not change the Profit from Operations:
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_1201605615.xls
Sheet1

		Short term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Bank overdrafts		328

		Bankers’ acceptances		186,507

		Promissory notes		23,716

		Fixed rate term loan-current		30,000

				240,551

		Long term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Fixed rate term loan		100,000

		Advances from holding companies		45,133

				145,133






_1202297823.xls
Sheet1

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

		US Dollar		4,492		31.12.05 - 16.02.06		24.02.06 - 28.04.06		16,814

		Swiss Franc		- 0						- 0

		Singapore Dollar		- 0						- 0

		Euro		199		01.12.05 - 23.01.06		24.02.06 - 31.03.06		905

		Australian Dollar		171		19.01.06 - 13.02.06		24.02.06 - 28.04.06		473

		Sterling Pound		- 0		-		-		- 0

		Total								18,192
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Sheet1

		

												Previously

								Restatement				reported

								RM'000				RM'000

				1 January to 30 September 2005:

						Revenue		2,298,902				2,294,702

						Operating expenses		(2,287,592)				(2,291,934)

				Prior year		Other Operating income		12,596				21,138

						Profit from Operations (Unchanged)		23,906				23,906

				1 January to 30 September 2004:

						Revenue		2,021,330				2,017,381

						Operating expenses		(2,013,380)				(2,013,948)

				Prior year		Other Operating income		10,071				14,588

						Profit from Operations (Unchanged)		18,021				18,021






_1201428871.xls
Sheet1

				Qtr Ended 31 December								YTD Qtr Ended 31 December

				2005				2004				2005				2004

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

		Current year		869				2,435				5,815				4,008

		Prior year		(1,532)				(674)				(1,382)				(93)

		Deferred tax		2,723				(1,711)				2,383				(1,711)

				2,060				50				6,816				2,204






