NOTES: -

1. ACCOUNTING POLICIES

The quarterly financial statements of the Group are prepared using the same accounting policies and methods of computation as those used in the preparation of the most recent annual financial statement and in accordance with Malaysian Accounting Standards Board.

2. EXCEPTIONAL ITEMS

There were no exceptional items for the individual and cumulative quarter ended 30 June 2002.

3. EXTRAORDINARY ITEMS

There were no extraordinary items for the individual and cumulative quarter ended 30 June 2002.

4. TAXATION

Taxation comprises the following:


Individual Quarter
Cumulative Quarter



Current
Preceding Year


RM’000
RM’000
RM’000

Current Taxation
589
589
1,297

Under/(Over)-provision in previous years
Nil
Nil
Nil

Deferred Taxation
Nil
Nil
Nil

The effective tax rate on the Group’s profit is lower than the statutory tax rate principally due to the claim of reinvestment allowances by certain subsidiaries in Malaysia. In addition, a Singapore associate, Tex Line Associates Pte Ltd (“TLA”) has been awarded the Approved International Trader (“AIT”) incentive by the Singapore Development Board, which entitles TLA to enjoy tax rate of 10% for a period of 5 years commencing 1 April, 1999.

5. PROFITS ON SALE OF INVESTMENT AND/OR PROPERTIES

There were no profit on sale of investment and/or properties for the individual and cumulative quarter ended 30 June 2002.

6. QUOTED SECURITIES

As at 30 June 2002, the Group did not hold any quoted securities, nor were there any purchase or disposal of quoted securities for the period ended 30 June 2002.

7. CHANGES IN THE COMPOSITION OF THE COMPANY      

There were no changes in the composition of the Group and the Company for the period ended 30 June 2002.

8. STATUS OF CORPORATE PROPOSALS

On 5 August 2002, the Company has announced the following proposal:

The Company, had on 2 August 2002 entered into a conditional sale and purchase agreement with Cambodia Investment Limited and Go Hout Hing for the acquisition of 1,400 ordinary shares of USD1,000.00 each in PCCS Garments Limited (currently a 60% owned subsidiary of  the Company), representing the remaining 40% equity interest in PCCS Garments Limited not held by the Company, for a cash consideration of RM5,320,000.00

The above proposal is subject to the following approvals:

· Bank Negara Malaysia for the payment of the Balance Consideration pursuant to exchange control laws, if necessary;

· The Secretary-General of the Council for the Development of Cambodia (“CDC”) and the Minister of Commerce for the transfer of the Sale Shares and the requisite amendment to be made to the Memorandum amd Articles of Association in relation to such transfer; 

· Shareholders of the Company at an Extraordinary General Meeting to be held; and 

· Any other approvals, if required.

9. DEBT AND EQUITY SECURITIES

Save as follow, there were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the period  ended  30 June 2002.

      As at 30 June 2002, a total of 11 options consisting of 11,000 new ordinary shares were  

      issued under the Employees’ Share Option Scheme.

10. GROUP BORROWINGS AND DEBT SECURITIES

Total Group Borrowings as at 30 June 2002 is as follows :-

Short Term Borrowings
RM’000

Unsecured – Bank Overdrafts                                                                   

                  - Export Credit Refinancing

                  - Bankers’ Acceptance


                  - Trust Receipts & Letters of Credit
102

-

35,868

              870       


36,840

The unsecured short-term borrowings are guaranteed by the Company. The above facilities bear interest of between 3.50% to 8.20% per annum.

Term Loans
RM’000

Term Loans
- Secured


                        - Unsecured

-

6,655


6,655

Repayments due within twelve months included in current liabilities
3,019  


3,636

The unsecured term loans are guaranteed by the Company. The above    facilities    bear interest of between 5.00% to 9.00% per annum.

All borrowings are denominated in Ringgit Malaysia.

11. CONTINGENT LIABILITIES

Contingent liabilities of the Group as at 14 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) comprise of the following :-







         
RM’000

Corporate guarantee issued to


  50,779   

financial institutions for credit



facilities utilised by subsidiaries


12. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

As at 14 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), the Group has entered into the following outstanding foreign currency contracts to hedge against committed purchases and confirmed export proceeds in foreign currencies:-




EQUIVALENT



CONTRACT
AMOUNT IN

TYPE
CURRENCY
AMOUNT
RINGGIT MALAYSIA



(‘000)
(‘000)

Foreign Exchange
USD
3,462
13,171

Sell Contract



















EXPIRY DATES
PURPOSE




01/08/2002 TO 21/10/2002 
To hedge against confirmed export proceeds  

      As the foreign currency contracts are entered into to hedge the Group’s confirmed export  proceeds in foreign currencies, the contracted rates will be used to convert the foreign currency amounts into Ringgit Malaysia as and when they are taken up, before the expiry dates.  

      The Group does not foresee any significant credit and market risks as the rates are fixed at the time when the contracts are entered into.

      There is no cash requirement for the above hedging instrument.

13. MATERIAL LITIGATION

The Group is not engaged in any material litigation as at 14 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

14. SEGMENTAL REPORTING


Turnover

Profit Before Taxation

Assets Employed


RM’000

RM’000

RM’000

Malaysia
54,809

3,628

153,789

Cambodia
  7,001

   223 

  29,113          




 

  


61,810

3,851

182,902

No segmental reporting by activity is prepared as the Group is principally involved in the textiles industry.

15. MATERIAL CHANGES IN THE QUARTERLY RESULTS COMPARED TO 

      THE RESULTS OF THE PRECEDING QUARTER

Turnover increased from RM43.935million recorded in the preceding quarter to RM61.810million achieved in the current quarter mainly due to the increase in orders received for the Group.    The higher turnover resulted in a higher pre-tax profit of RM3.851million achieved for the quarter under review versus RM118k incurred in the preceding quarter. .

16. REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

During the financial period ended 30 June 2002, the Group recorded a lower turnover of RM61.810million compared to RM64.502million achieved in the last corresponding period.  Pre-tax profit of the Group dropped from RM7.921million achieved during the last corresponding period to RM3.851million recorded for the period under review. Other income from Rental Receipts and Interests amounted to RM297k.  Interests on borrowings stood at RM408k.

The lower pre-tax profit achieved by the Group was mainly attributed to the drop in turnover of its associate company, an export buying house and marketing agent.   As orders are placed six months ahead of delivery, the impact of the aftermath of the September 11 2001 attack was felt only in the first half of year 2002.   Thus, shipment to its major customers in the USA and Europe have dropped compared to the previous corresponding quarter.   This had a negative impact on the pre-tax profit of the Group.

Notwithstanding the poorer pre-tax profit achieved by its associate company, performance of most of the subsidiaries of the Group have generally improved.   The higher orders received from  major customers have enabled the Apparel, Embroidery, Fabric Knitting and Labelling Division to record better results compared to the previous corresponding quarter.             

17. SUBSEQUENT MATERIAL EVENTS 

There were no material events not reflected in the financial statements subsequent to the quarter ended 30 June 2002 up to 14 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) other than those mentioned under Note 8 above.

18. EXPLANATORY COMMENTS ABOUT THE SEASONALITY/OR CYCLICALITY OPERATIONS

Not applicable.

19. CURRENT YEAR PROSPECTS

With the USA retailers beginning to replenish their stocks, orders especially from the Group’s Apparel Division have shown signs of improvement.  As a result, orders received for the Group’s ancillary services including embroidering and fabric knitting have also been restored.   The Group therefore is reasonably optimistic on the overall performance in the coming quarter.

20. VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

Profit Forecast  
:  Not Applicable

Profit Guarantee
:  Not Applicable

21. DIVIDEND

There is no dividend proposed for the period ended 30 June 2002.

22. PROGRESS OF 2BESOURCE COM PTE LTD (“2BE”)

As regards to the progress of 2BE, the portal is still at the stage of trial run and testing. Orders have been uploaded offline into the portal to ensure smooth flow of transactions throughout the entire apparel solution chain via the electronic platform.   Selected buyers have been invited to view their transactions in the portal, giving them tangible feel of the benefits of real-time monitoring of the supply chain transaction flow before putting the portal on-line.

2BESource Com Pte Ltd is a subsidiary of TLA, which had become an associate of the Company upon the completion of disposal of  210,000 ordinary shares of SGD1.00 each representing 15% equity interest in TLA.     

