TRANSMILE GROUP BERHAD (Company No. 373741-W)

(Incorporated in Malaysia)


QUARTERLY REPORT ON UNAUDITED CONSOLIDATED RESULTS 

FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2003

CONDENSED CONSOLIDATED INCOME STATEMENTS 

	
	Individual Period
	
	Cumulative Period

	
	Current 

Year

Quarter Ended 
	
	Preceding Year Corresponding 

Quarter
	
	Current Year To 

Date
	
	Preceding Year Corresponding 

Period

	
	30/09/2003
	
	30/09/2002
	
	30/09/2003
	
	30/09/2002

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	Revenue
	61,935
	
	56,211
	
	174,593
	
	149,236

	
	
	
	
	
	
	
	

	Operating Expenses
	(47,402)
	
	(44,373)
	
	(131,148)
	
	(115,499)

	
	
	
	
	
	
	
	

	Other Operating Income
	14
	
	201
	
	156
	
	675

	
	
	
	
	
	
	
	

	Profit From Operations
	14,547
	
	12,039
	
	43,601
	
	34,412

	
	
	
	
	
	
	
	

	Finance Costs
	(1,964)
	
	(1,663)
	
	(5,783)
	
	(5,685)

	
	
	
	
	
	
	
	

	Investing Results
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	

	Profit Before Tax
	12,583
	
	10,376
	
	37,818
	
	28,727

	
	
	
	
	
	
	
	

	Taxation
	(1,325)
	
	(3,547)
	
	(8,175)
	
	(10,268)

	
	
	
	
	
	
	
	

	Profit After Tax
	11,258
	
	6,829
	
	29,643
	
	18,459

	
	
	
	
	
	
	
	

	Minority Interests
	(2,257)
	
	(1,616)
	
	(5,843)
	
	(5,382)

	
	
	
	
	
	
	
	

	Net Profit For The Period
	9,001
	
	5,213
	
	23,800
	
	13,077

	
	
	
	
	
	
	
	

	EPS - Basic (sen)
	5.85
	
	3.49
	
	15.46
	
	8.75

	        - Diluted (sen)
	5.81
	
	3.46
	
	15.36
	
	8.68


Note:  For comparison purpose, the taxation figure in the condensed income statement for the financial quarter ended 30 September 2002 has been adjusted to reflect the effect of adopting MASB 25 – Income Taxes on the assumption that this accounting standard was being adopted then.

The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

CONDENSED CONSOLIDATED BALANCE SHEETS 
	
	As At End 

Of Current

Quarter
	
	As At Preceding Financial Year End

	
	30/09/2003
	
	31/12/2002

	
	RM’000
	
	RM’000

	
	
	
	

	Property, Plant and Equipment
	457,112
	
	445,519

	Goodwill On Consolidation
	1,075
	
	1,113

	Investment In Associated Companies
	588
	
	588

	Long Term Investments
	18,792
	
	18,782

	
	
	
	

	Current Assets
	
	
	

	  Trade Receivables
	69,727
	
	75,129

	  Other Receivables
	43,924
	
	34,125

	  Cash and Bank Balances 
	58,727
	
	30,524

	
	172,378
	
	139,778

	
	
	
	

	Current Liabilities
	
	
	

	  Trade Payables 
	16,793
	
	24,086

	  Other Payables
	43,424
	
	42,062

	  Overdraft  & Short Term Borrowings
	51,414
	
	50,766

	  Provision for Taxation
	4,414
	
	8,422

	
	116,045
	
	125,336

	  
	
	
	

	Net Current Assets
	56,333
	
	14,442

	
	
	
	

	
	533,900
	
	480,444

	
	
	
	

	Share Capital
	156,613
	
	149,918

	Reserves
	148,664
	
	121,027 

	Shareholders’ Fund
	305,277
	
	270,945

	
	
	
	

	Minority Interests
	85,381
	
	79,538

	Long Term Borrowings
	106,225
	
	101,696

	Deferred Taxation
	37,017
	
	28,265

	
	
	
	

	
	533,900
	
	480,444

	NTA per share (RM)
	1.94
	
	1.80


The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS 

	
	9 Months Ended 30/09/2003
	
	9 Months Ended 30/09/2002

	
	RM’000
	
	RM’000

	
	
	
	

	Net profit before tax
	37,818
	
	28,727

	Adjustment for non-cash and non-operating items:-
	
	
	

	  Non-cash items
	22,470
	
	19,381

	  Non-operating items
	5,637
	
	5,604

	
	
	
	

	Operating profit before changes in working capital
	65,925
	
	53,712

	
	
	
	

	Changes in working capital:-
	
	
	

	  Net change in current assets
	(9,397)
	
	44,815

	  Net change in current liabilities
	(5,932)
	
	(12,535)

	
	
	
	

	Cash generated from operations
	50,596
	
	85,992

	Income tax paid
	(3,431)
	
	(301)

	Cash flows from operating activities
	47,165
	
	85,691

	
	
	
	

	Cash flows from investing activities
	
	
	

	Interest received
	146
	
	81

	Investment consideration
	(10)
	
	-

	Additions to property, plant and equipment
	(29,026)
	
	(104,904)

	
	
	
	

	Cash flows from financing activities
	
	
	

	 Interest paid
	(5,783)
	
	(5,685)

	 Dividend paid
	(3,354)
	
	(3,189)

	 Net proceeds from issuance of shares
	13,886
	
	30,450

	 Proceeds from CP/MTN
	70,000
	
	-

	 Net repayment of borrowings 
	(63,383)
	
	(14,320)

	
	
	
	

	Net decrease in cash and cash equivalents
	29,641
	
	(11,876)

	
	
	
	

	Cash and cash equivalents at beginning of year
	28,271
	
	8,601

	
	
	
	

	Cash and cash equivalents at end of period
	57,912
	
	(3,275)

	
	
	
	

	Cash and cash equivalents comprise of:
	
	
	

	  Cash and bank balances
	58,727
	
	10,877

	  Bank overdraft
	(815)
	
	(2,276)

	
	
	
	

	
	57,912
	
	8,601


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2003

	
	Share Capital
	Share Premium
	Reserve On Consolidation
	Retained Profits
	Total Shareholders’

Equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	Balance as at 1 January 2003 
	149,918
	64,325
	3,336
	70,088
	287,667

	Prior years’ adjustments
	-
	-
	-
	(16,722)
	(16,722)

	As restated
	149,918
	64,325
	3,336
	53,366
	270,945

	
	
	
	
	
	

	
	
	
	
	
	

	Net profit for the period 
	
	
	
	23,800
	23,800

	Issue of shares  - ESOS
	6,695
	7,191
	-
	-
	13,886

	Dividend paid for financial year ended 31/12/2002
	-
	-
	-
	(3,354)
	(3,354)

	
	
	
	
	
	

	Balance as at 30 September 2003
	156,613
	71,516
	3,336
	73,812
	305,277

	
	
	
	
	
	

	
	
	
	
	
	

	Balance as at 1 January 2002 
	93,251
	88,860
	3,336
	43,663
	229,110

	Prior years’ adjustments
	-
	-
	-
	(9,017)
	(9,017)

	As restated
	93,251
	88,860
	3,336
	34,646
	220,093

	
	
	
	
	
	

	Net profit for the period 
	
	
	
	13,077
	13,077

	Issue of shares  - Private Placement
	9,323
	12,027
	-
	-
	21,350

	                          - ESOS
	4,319
	5,049
	-
	-
	9,368

	                          - Bonus
	42,064
	(42,064)
	-
	-
	-

	Dividend paid for financial year ended 31/12/2001
	-
	-
	-
	(3,189)
	(3,189)

	Share issue expenses
	-
	(267)
	
	
	(267)

	
	
	
	
	
	

	Balance as at 30 September 2002
	148,957
	63,605
	3,336
	44,534
	260,432

	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended
31 December 2003.

EXPLANATORY NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2003.

1.
Accounting Policies

The quarterly financial statements are unaudited and have been prepared in accordance with MASB 26 - Interim Financial Reporting and part A of Appendix 9B of the Listing Requirements of Kuala Lumpur Stock Exchange. 

The quarterly financial statements are to be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the Annual Financial Statement for the year ended 31 December 2002 except for MASB 25 – Income Taxes which have been adopted by the Group since the financial quarter ended 31 March 2003.

In prior periods, the tax effects of the transactions are recognized, using the ‘liability’ method, in the period such transactions are entered into the determination of net income regardless of when they are recognized for the tax purpose except where it is reasonably probable that timing differences will not crystalise in the foreseeable future. Where timing differences gave rise to the net deferred tax asset, the tax effects are recognised generally on actual realisation.

Upon adoption of MASB 25, the Group changed its accounting policy to recognise all taxable temporary differences and to recognise deferred tax assets to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be utilized. Such assets and liabilities are not recognized if the temporary differences arise from goodwill (or negative goodwill) from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit. 

This accounting change has been accounted for retrospectively and the effects on prior years have been taken up as prior years’ adjustments in the financial statements.

The following accounts in prior year in the Condensed Consolidated Balance Sheets and Statement of Changes in Equity have been restated to reflect the effects of the accounting change:

	
	Retained Profits

(RM’000)
	Minority Interest

(RM’000)
	Deferred Taxation

(RM’000)

	As at 31/12/2002, as previously reported
	70,088
	86,704
	4,377

	Less: Prior years’ adjustments in relation to full provision of deferred taxation
	(16,722)
	(7,166)
	23,888

	As at 31/12/2002, as restated
	53,366
	79,538
	28,265


2.
Qualification Of Preceding Annual Financial Statements 

There was no qualification of the Group audited report for the year ended 31 December 2002.

3.
Seasonality Or Cyclicality Of Operations

The Group’s business operations are generally affected by a lower activity level after the annual post festive seasons in the first quarter with an anticipated increase in aircraft utilisation during the second half of the financial year.

4.
Unusual Item Affecting Assets, Liabilities, Equity, Net Income Or Cash Flow

There were no unusual items affecting assets, liabilities, equity, net income or cash flow during the financial quarter under review and financial year to date other than the effects arising from the adoption of MASB 25 as mentioned above.

5.
Change Of Estimates Used

There was no material change in estimates for the financial quarter under review and financial year to date.

6.
Issuance, Cancellation, Repurchases, Resale And Repayments Of Debts And Equity Securities

Saved as disclosed in note 20 below, there was no issuance or repayment of debts and equity securities, shares buy-back, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year to date.

7.
Dividend

No dividend has been recommended for the financial quarter under review.

The approved first and final dividend of 3% or 3.0 sen per ordinary share of RM1.00 each less 28% income tax in respect of the financial year ended 31 December 2002 was paid on 9 September 2003.

8.
Segmental Reporting

No segmental reporting was presented as the Group is principally engaged in the aviation services industry and operates principally in Malaysia.

9.
Property, Plant And Equipment

The property, plant and equipment were valued at cost less depreciation. There was no revaluation of property, plant and equipment for the period ended 30 September 2003.

10.
Material Subsequent Event

There was no material event subsequent to the end of the financial quarter under review that has not been reflected in the financial statements.

11.
Changes In The Composition Of The Group

There were no changes in the composition of the Group during the financial period under review.

12.
Contingent Liabilities/Assets

The Company has given unsecured corporate guarantees totaling RM217 million to certain financial institutions for overdraft and other credit facilities granted to certain of its subsidiary companies. Accordingly, the Company is contingently liable to such financial institutions to the extent of the amount of credit facilities utilised. There were no contingent assets as at 30 September 2003.

13.
Review Of Performance Of The Group And Its Principal Subsidiaries 
The Group managed to report an improved financial performance by recording a higher revenue of RM174.6 million and net profit of RM23.8 million compared to the previous corresponding period’s revenue of RM149.2 million and net profit of RM13.1 million respectively. The improvement was mainly attributable to new business secured, capacity expansion and improvement in aircraft yield. 


14.
Explanatory Comments On Any Material Change In The Profit Before Taxation (Current Quarter Compared With The Preceding Quarter)

The Group recorded pre-tax profit of RM12.6 million in the current quarter as compared to RM14.2 million in the preceding quarter as the preceding quarter’s profit included a dividend income received from its 19% investment in CyberGen Sdn Bhd.
15.
Prospects Of The Group

The Group remains committed in expanding regional air express activities. Management aims to increase revenue base and improve operating margins with its aircraft fleet expansion program. Management is confident that the demand for its services will increase in tandem with the continuing strength in the intra-Asia and domestic freight market and demand for the Group’s services.

Barring unforeseen circumstances, the Group expects to continue to report a positive financial result for the current year.  

16.
Variance From Profit Forecast

Not applicable.

17.
Taxation

The tax expense consists of the following: 

	
	Current Year Quarter
	Current Year 

To Date

	
	RM’000
	RM’000

	Current taxation
	381
	1,583

	Over provision in prior years
	(2,158)
	(2,160)

	Deferred taxation
	3,102
	8,752

	Share in taxation of associated company
	-
	-

	
	
	

	
	1,325
	8,175


18.
Sale Of Unquoted Investments And/Or Properties

There were no sales of unquoted investments and/or properties for the current quarter and financial year to date.

19.
Purchase Or Disposal Of Quoted Securities

There were no purchases or disposals of quoted securities for the current quarter and financial year to date.

20.
Status Of Corporate Proposals

(i)  Proposed Private Placement

The Company had on 3 October 2003 announced to the Exchange its proposal to issue up to 15,218,700 new ordinary shares of RM1.00 each in the Company by way of Private Placement. The proposal is now pending for the approval of the Securities Commission and Foreign Investment Committee.
(ii)   RM150 Million Commercial Papers/Medium Term Notes Programme (CP/MTN)

The Group’s 70% equity owned subsidiary, Transmile Air Services Sdn Bhd (“TAS”), has on 29 August 2003 issued the following CP/MTN :

	
	Tenure
	RM’000

	Commercial Paper 
	3 months
	10,000

	Medium Term Notes 
	1 year
	5,000

	Medium Term Notes 
	3 years
	25,000

	Medium Term Notes 
	5 years
	30,000

	  Total
	
	70,000


Please refer to the announcement made by the Company to the KLSE on 25 July 2003 for full details of the CP/MTN Programme and the conditions of the Securities Commission’s approval.

(iii)   Employees’ Share Option Scheme (“ESOS”)

As for ESOS, total share options granted to eligible employees and executive directors from 1 July 2003 to 30 September 2003 are as follows: -

	
	No. of shares

	
	(’000)

	Balance as at 01.07.2003
	7,430

	Additions 
	-

	Lapsed
	(3)

	Exercised
	(4,325)

	Balance as at 30.09.2003
	3,102


From 1 October 2003 to 12 November 2003, a total of 839,000 ESOS options have been exercised. 

21.
Group Borrowings And Debt Securities

The Group’s borrowings classified according to short and long-term categories are as follows:-

	
	
	

	
	
	RM’000

	(i)
	Short-term Borrowings – Unsecured
	

	
	-     Bank overdraft
	815

	
	-     Trade loan
	8,035

	
	-     Revolving Loans
	3,500

	
	-     Hire-purchase creditors – current portion
	1,538

	
	-  Portion of long-term borrowings payable within 12 months
	22,526

	
	-     CP/MTN
	15,000

	
	
	

	
	
	51,414

	
	
	

	(ii)
	Long-term Borrowings – Unsecured
	

	
	-     Hire-purchase creditors – non current
	1,770

	
	-     Term Loan
	49,455

	
	-     MTN
	55,000

	
	
	

	
	
	106,225

	
	
	


22.
Off Balance Sheet Financial Instrument

There were no material financial instruments with off balance sheet risk during the quarter ended 30 September 2003.

23.
Changes In Material Litigation

There was no material litigation pending as at the date of this quarterly report.

24.
Earnings Per Share (EPS) 
	
	Current 

Year 

To 

Date

RM’000
	Preceding 

Year Corresponding Period

RM’000

	Net profit attributable to ordinary shareholders
	23,800
	13,077

	
	
	

	a)  Basic EPS 
	2003

Shares’000
	2002

Shares’000

	Weighted average number of ordinary shares
	153,965
	149,462

	
	
	

	Basic EPS (sen)
	15.46
	8.75

	
	
	

	b)  Fully diluted
	2003

Shares’000
	2002

Shares’000

	
	
	

	Weighted average number of ordinary shares
	153,965
	149,462

	ESOS:
	
	

	    Number of unissued shares
	3,102
	5,928

	    Number of shares that would have been issued at fair value
	(2,128)
	(4,735)

	Adjusted weighted average number of shares 
	154,939
	150,655

	
	
	

	Fully diluted EPS (sen)
	15.36
	8.68


The fully diluted earnings per share is calculated on the assumption that all the unexercised options granted to executive directors and eligible employees of the Group are being fully exercised.
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