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DKSH HOLDINGS (MALAYSIA) BERHAD (231378-A)
[formerly known as Diethelm Holdings (Malaysia) Berhad]

(Incorporated in Malaysia)

QUARTERLY REPORT

Quarterly report on consolidated results for the financial quarter ended 30 June 2006.

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 2nd quarter and the financial year ended 30 June 2006 have been prepared in accordance with the FRS134 (Interim Financial Reporting) 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 2005.

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 2005 except for the following change under note 2.

2. Changes in Accounting Policies

The Malaysian Accounting Standards Board (MASB) issued a total of 21 new and amended Financial Reporting Standards (“FRS”) and other interpretations effective for financial statements commencing 1 January 2006 for 18 FRS and 1 October 2006 for 2 other Standards.

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of 18 FRS effective for financial period beginning 1 January 2006 and FRS 117: Lease effective for financial period beginning 1 October 2006.

Up to 31 December 2005, the Group’s consolidated financial statements were prepared in accordance with MASB standards with effective dates before 1 January 2006.

The adoption of all FRS with effect from 1 January 2006 does not have significant impact on the Group. The principal effects of the changes of some accounting policies resulting from the adoption of the other new/revised FRS are discussed below: -

FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. In the face of the statement of changes in equity, FRS 101 requires showing separately the amounts attributable to equity holders of the parent and to minority interest.

FRS 3: Business Combination, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

There is no significant impact on the adoption of the above FRS as the Group has ceased to amortise the goodwill in the financial year ended 31 December 2005 to provide fairer presentation of the value of the goodwill.

FRS 116: Property, Plant and Equipment and FRS 117: Leases

The Group’s leasehold land has been reclassified as Prepaid interest in leased land with effect from 1 January 2006.

3. 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 2005 was not qualified.

4. Seasonal or Cyclical Factors

The Group's principal 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. 

5. 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.

6. Material Changes in Estimates

The company has not made any material estimates. 

7. Changes in Debt and Equity Securities  


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

8. Dividend Paid

No dividend was paid in the quarter ended 30 June 2006.

9. Segment Information

The Group’s segmental information for the financial quarters ended 30 June 2006 and 30 June 2005 is presented separately in the file ‘2Q2006-BursaM-segmental’ attached together with this package.

10. 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. 

11. 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 June 2006.

12. Changes in the Composition of the Group 

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

13. Changes in Contingent Liabilities or Contingent Assets

There were no changes in contingent liabilities or contingent assets since the quarter ended 30 June 2006 and up to 24 August 2006.

14.
Capital Commitments

Authorised capital commitments not provided for in this interim financial report as at 30 June 2006 are as follows:












RM’000

Contracted

    2,286

Not contracted
          - 
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    2,286





Analysed as follows:

- Property, plant and equipment
    2,286


ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF THE BURSA MALAYSIA SECURITIES BERHAD – 2ND QUARTER ENDED 30 JUNE 2006

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

1.
Review of performance

In the second quarter 2006, DKSH Holdings (Malaysia) Berhad achieved sales of RM 737 million, a drop of 5.6% from the second quarter last year and of 0.5% from the immediately preceding quarter. Cumulative sales of the Group reached RM 1,477 million, a decrease of 6% compared to the same period last year. Group profit before tax was RM 2 million.
Comments to the performance of the Business Segments
Trading and Logistics Segment

This principal segment reported second quarter sales of RM 722 million, a drop of 5.4% from the second quarter 2005 and of 0.5% from the immediately preceding first quarter 2006. Cumulative sales after six months were RM 1,448 million, again a drop of 5.8% from the same period last year.
As commented in the release with the first quarter 2006 results, consumer demand has generally weakened and, while some of the brands distributed by DKSH Holdings (Malaysia) Berhad are continuing with strong, positive growth rates, quite a few others are affected by the slower off-take. Other factors contributing to the lower sales were the previously announced departure of two large agencies after the first six months of 2005, and reduced allocations for high-volume products with lower-margin structures.
The lower sales in the first six months has affected the segmental contribution as the increases in cost could not be absorbed by higher volumes. This resulted in a drop of 51.3% compared to the segmental result after six months in 2005.
Chemicals Segment

Second quarter sales of the Chemicals Segment amounted to RM 7.7 million, a decrease of 33.4% compared to the same quarter last year, but an increase of 5.9% against the immediately preceding first quarter 2006. Cumulative sales after six months reached RM 15 million, a drop of 33.2% from the same period in 2005.
In previous releases it was communicated that this segment saw the departure of its principal agency at the end of 2005.  This leads to a fundamental restructuring of this operation and a pro-active search for new representations. Progress has been made, however, it will take some time before the improvements will affect the results. It should be noted that the on-going concerns about the avian flu is also restricting progress in the agricultural activities of this segment. In addition, the sharp increases in crude oil prices since early this year impacted the costs of production, forcing manufacturers to cut cost and reduce inventories, which negatively impacted our sales volumes.
Segmental results after six months are at 56.8% of the same period last year because of the above-described adverse circumstances, which will take time for a turn-around.
Food Segment
The Food Segment reported sales of RM 6.6 million in the second quarter. This represents a growth of 17% from the same quarter last year but also a drop of 3.3% from the first quarter 2006. Cumulative sales after six months were at RM 13.5 million, an increase of 21.5% from the same period in 2005.
The second quarter of the year is always historically slow in sales as there are no festive seasons. The overall trend of this segment is encouraging because it confirms the validity of the rapid expansion strategy pursued by the Famous Amos Chocolate Chip Cookie chain, which now operates 34 outlets in Peninsular and East Malaysia. The latest opening was at Senai Airport. The Food Ingredient business, which is also part of this segment, showed substantially better sales than last year.
The segmental results improved by 35.9% compared to the six months of 2005, driven by the strong sales performance.
2.
Material Changes in Profit before Taxation for the Current Quarter as compared with the Immediate Preceding Quarter

The sales development in the second quarter, combined with intensified margin pressure, did not allow the Group to absorb expense increases in some major categories and this is reflected in the loss for the quarter.
3. Prospects 

In the first quarter 2006 release, the Group drew attention to the less buoyant market. In the second quarter, the consumer off-take was even more subdued. DKSH Holdings (Malaysia) Berhad faces a challenge in improving its Gross Margin in such an environment, where it also faces intense margin pressure. These unfavorable circumstances require rapid action and the Group has immediately embarked on a program to reduce costs. The previously highlighted challenges in 2006, however, will impact the expected results of this 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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Bankers’ acceptances

80,556

      

 

Promissory notes

4,927
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Long term borrowings

Unsecured and fully denominated in Ringgit Malaysia:

RM'000

Fixed rate term loan

130,000

    

 

Advances from holding companies

42,818

      

 

172,818

    

 


10. Off Balance Sheet Financial Instruments

Hedging Instruments

As at 24 August 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

             3,106 

20.04.2006 - 

24.08.2006

25.08.2006 - 

31.10.2006

                11,426 

Swiss Franc

                587 

20.04.2006 - 

27.07.2006

06.09.2006 - 

19.10.2006

                  1,726 

Euro

                300 

30.06.2006 - 

25.07.2006

25.08.2006 - 

29.12.2006

                  1,406 

Australian Dollar

                295 

13.06.2006 - 

08.08.2006

25.08.2006 - 

29.12.2006

                    811 

Total

                15,369 


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


On 21 June, the Company announced that Zaitun Marketing Sdn Bhd (in liquidation) has withdrawn its claim against Harpers Trading (Malaysia) Sdn Bhd, a wholly-owned subsidiary of the Company. Harpers Trading (Malaysia) Sdn Bhd has agreed to an ex-gratia payment of RM 500,000, without recognition of any liability, to the Department of Insolvency
12. Dividend Proposed or Declared

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

13. Earnings Per Share

(a)
The losses used as the numerator in calculating basic and diluted earnings per share for the current quarter and current year-to-date are RM2,065 and RM604.

(b) The weighted average number of ordinary shares used as the denominator in calculating basic and diluted earnings per share is 157,658,076.

14. 
Comparative figures


In line with year-end reclassifications in December 2005, the Income Statements for the second quarter of 2005 is 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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_1217945982.xls
Sheet1

		Short term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Bank overdrafts		- 0

		Bankers’ acceptances		80,556

		Promissory notes		4,927

				85,483

		Long term borrowings

		Unsecured and fully denominated in Ringgit Malaysia:

				RM'000

		Fixed rate term loan		130,000

		Advances from holding companies		42,818

				172,818






_1218036032.xls
Sheet1

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

		US Dollar		3,106		20.04.2006 - 24.08.2006		25.08.2006 - 31.10.2006		11,426

		Swiss Franc		587		20.04.2006 - 27.07.2006		06.09.2006 - 19.10.2006		1,726

		Singapore Dollar		- 0						- 0

		Euro		300		30.06.2006 - 25.07.2006		25.08.2006 - 29.12.2006		1,406

		Australian Dollar		295		13.06.2006 - 08.08.2006		25.08.2006 - 29.12.2006		811

		Sterling Pound		- 0		-		-		- 0

		Total								15,369






_1218299404.xls
Sheet1

		

												Previously

								Restatement				reported

								RM'000				RM'000

				1 January to 30 June 2005:

						Revenue		1,571,026				1,564,987

						Operating expenses		(1,558,087)				(1,559,666)

				Prior year		Other Operating income		3,347				10,965

						Profit from Operations (Unchanged)		16,286				16,286






_1217073193.xls
Sheet1

				Qtr Ended 30 June								YTD Qtr Ended 30 June

				2006				2005				2006				2005

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

		Current year		691				1,721				1,464				2,603

		Prior year						0								0

		Deferred tax		32				0				39				0

				723				1,721				1,503				2,603






