ATLAN HOLDINGS BHD

(173250-W)

NOTES TO THE INTERIM FINANCIAL STATEMENTS

1. BASIS OF PREPARATION

The interim financial statements are prepared in accordance with MASB 26 “Interim Financial Reporting” and should be read in conjunction with the Group’s financial statements for the year ended 28 February 2003.

The accounting policies and methods of computation adopted by the Group in these  financial  statements   are  consistent with     those adopted in the financial statements for the year ended 28 February 2003.

2. QUALIFICATION OF AUDIT REPORT 
        There were no qualification on audit report of the preceding annual financial statements.

3. SEASONAL OR CYCLICAL FACTORS

The Group’s operation was in line with the normal  seasonal factor during the quarter.

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 during the financial period under review,  

        except for the effect of changes in the composition of the Group as disclosed in Note 11.

5.    MATERIAL CHANGES IN ESTIMATES 

       There  were   no material  changes  in  estimates  of  amounts  reported  in  prior financial years, which have  a material effect in  the 

       current interim period.

6.    ISSUANCES, CANCELLATIONS, REPURCHASES, RESALE AND REPAYMENTS OF DEBT AND  

       EQUITY SECURITIES

       There were no issuances, cancellations, repurchases , resale and repayments of debt and  equity  securities  during  the quarter  ended     

       31 May 2003 except for :-

(a) allotment of 53,787,000 new Rights Shares of RM1.00 each at an issue price of RM1.20 each on 11 March 2003.

(b) allotment of  51,400,000 ordinary shares of RM1.00 each at an issue price of RM1.65 per share and 36,190,000 5-year 3%  Irredeemable  Convertible  Preference  Shares (“ICPS” ) of  RM1. 00  each at an issue price of RM1.00 each on 11 March 2003 pursuant to the agreement on the acquisition of 1,000 ordinary shares of USD1.00 each representing the entire equity interest in Courseville Holdings Limited . 

(c) allotment  of  100,000  ICPS  to Commerce  International  Merchant  Bankers  Berhad   as  primary   subsciber,  at  par   on  11 

March 2003.

During the quarter, 7,681,800 ICPS were converted into 4,340,000 ordinary shares.   

After  taking  into  account  the  above, the paid-up  capital  of  the  Company  as at 31 May 2003  consisted  of  RM127,456,000  ordinary shares and RM28,608,200 ICPS. 

7. DIVIDENDS PAID 
There were no dividend paid during the quarter under review.

8.     SEGMENT ANALYSIS


 Investment

  Holdings

   RM’000
 Manufacturing

     RM’000
    Retail

  RM’000
  Hospitality

    RM’000
Adjustment

   RM’000
Consolidated

     RM’000

REVENUE







External sales
   -
        7,574
    12,643
     2,202
 -
       22,419

Inter-segment sales
         159
             392
        -
        -
        (551)
           -

Total Revenue
         159     
          7,966
    12,643       
     2,202
        (551)  
       22,419









RESULTS







Segment operating profit / (loss)
      (551)
        589
  886
1,898
-
          2,822

Amortisation of (goodwill) / reserve
  -
     -      
        -
         -
    (50)
            (50)

Interest income
         134
               2
        -
        336
          -
             472

Finance cost
         -
          (118)
        (26)
      (863)
          -
        (1,007)

Taxation
         -
          (180)
      (290)
          -
          -
           (470)

Profit/(Loss) after taxation but  before MI
      (417)
            293
        570
     1,371
        (50)
         1,767

9.    VALUATION OF PROPERTY, PLANT AND EQUIPMENT
       The valuation of  property, plant  and equipment  have been brought forward  without  any  amendments  from  the  previous  annual

        financial statements.

10. SUBSEQUENT MATERIAL EVENTS 

There were no material events subsequent to the end of the quarter under review that have not been reflected in the financial statements for the quarter.

11. CHANGES IN COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the quarter, except for :-

(a) The acquisition of 100%  equity interest in Courseville  Holdings  Limited (“CVL”) and 76% equity  interest in  Emas  Kerajang               

      Sdn Bhd (“EKSB”) for a purchase consideration of RM121,000,000 and RM29,852,800  respectively which was completed   on 

             18 March 2003.

            (i)  The effects of this  acquisition on the interim financial results for the quarter ended 31 May 2003 were as follows:-


           CVL

       RM’000
        EKSB

      RM’000
     TOTAL 

    RM’000

Revenue                      
         2,202
       12,643
     14,845

Profit before taxation  
         1,371
            860
       2,231

  (ii)  The details of  net  assets  acquired, goodwill, reserve  as  at the  date of  acquisition  arising  from these  acquisition  were  as  

         follows:-         


           CVL

       RM’000
        EKSB

      RM’000
    TOTAL

    RM’000

Property, plant and equipment at fair value
      103,218
      11,286
   114,504

Intangible assets at fair value
        35,389
           -
     35,389

Cash and cash equivalent
        36,259
          345
     36,604 

Other current assets
        18,715 
      14,729
     33,444

Current and long term liabilities
      (57,519)
    (14,742)
   (72,261)

Minority interest
            -
      (2,788)
     (2,788)

Net asset acquired
      136,062
        8,830
   144,892

Less : Goodwill / (reserve) on consolidation
      (15,062)
      21,023
       5,961

Purchase consideration
      121,000
      29,853
   150,853

          (iii)  Cash flow arising from these acquisition :-


           CVL

       RM’000
        EKSB

      RM’000
     TOTAL

    RM’000

Purchase consideration discharged by means of cash and cash equivalents
            -
     (29,853)
   (29,853)

Less : Cash and cash equivalents in the subsidiary 

           companies acquired
         36,259
           345
    36,604

Net cash inflow on acquisition of subsidiary companies
         36,259
     (29,508)     
      6,751

(b) On 8 May 2003, AHB entered into a Sales and Purchase Agreement with the minority interest for the acquisition  of the remaining 30% equity interest in Cirrus Sdn Bhd comprising ordinary shares of RM1.00 each for a total cash consideration of RM2.00.

The acquisition in Cirrus Sdn Bhd by AHB will not have any effect on the issued and paid-up share capital of AHB and   shareholding of the substantial shareholders of AHB. The acquisition did not have any material effect on the NTA and the financial results of AHB for the quarter ended 31 May 2003. This acquisition was in consideration of the disposal of the 2% unquoted shares in PT  Pan Sadoshima Components as disclosed in Note 18(b).

12. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 28 February 2003, except for a reduction in corporate guarantee  by  RM7,790,000 to  RM14,500,000  as  a  result of  settlement  of  bank  borrowings.

13. REVIEW OF PERFORMANCE

During the current quarter ended 31 May 2003, the Group revenue increased to RM22.4 million from RM9.9 million in the corresponding quarter in the preceding year .  Similarly, the Group recorded a higher profit before taxation of RM2.3 million as compared to  RM0.58 million achieved in the preceding corresponding quarter.

        The better performance was mainly attributed by  the  two newly acquired subsidiary companies, ie CVL and EKSB as  disclosed in 

        Note 11.

14. MATERIAL CHANGES IN PROFIT BEFORE TAXATION

The Group profit before taxation of RM2.3 million for the current quarter was 303% higher than the  RM0.57 million for the immediate preceding quarter. The higher profit was  due to the additional contribution from the  two newly acquired subsidiary companies, ie CVL and EKSB as disclosed in Note 11.

15. PROSPECTS FOR THE CURRENT FINANCIAL YEAR

The Directors  anticipate  the performance for the next quarter to be better.

16. PROFIT FORECAST / PROFIT GUARANTEED

Not applicable.

17. TAXATION

Taxation includes:-


  Current year

    1st quarter

 31 May 2003

      RM’000
   Current year

        to date

  31 May 2003

      RM’000

(i)   Current year
           (515)
          (515)

(ii)  Deferred year
       40
    40

  
    475     
    475

        The effective tax  rate  for  the  current  quarter   and   year  to  date  are  lower than  the  statutory  tax  rate  mainly  due   to certain 

        foreign subsidiaries which are exempted from tax.

18. SALE OF UNQUOTED INVESTMENTS AND / OR PROPERTIES

There were no sales of unquoted investments and properties during the quarter ended 31 May 2003 except for the followings :-

(a) The disposal of 300 ordinary shares of RM1.00 each representing 30%  equity interest in Atlan Properties Sdn Bhd on 22 May 2003 resulting in a gain on disposal of RM300.

(b) The disposal  of  unquoted  shares  in  PT Pan  Sadoshima Components  for  a  cash  consideration of Rupiah 2.00. There was no significant loss arising from the disposal as the carrying value of the investment was RM1.00. This disposal was in consideration of the acquisition of the minority interest in Cirrus Sdn Bhd as disclosed in Note 11(b).

19. QUOTED SECURITIES

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

20. STATUS OF CORPORATE PROPOSALS

a) The Company had on 23 May 2003, announced that AHB has proposed to Pengurusan Danaharta Nasional Berhad  (“Danaharta”) to  acquire by tender through its subsidiary, Atlan Properties Sdn Bhd (“APSB”), 220,965,222 ordinary shares of RM1.00 each in Naluri Berhad , representing 32% equity interest in Naluri currently held by Danaharta , for a cash consideration of RM437,511,139.56 representing RM1.98 per Naluri share.

On 27 June 2003, Commerce International Merchant Bankers Berhad announced that AHB had received a letter from Danaharta informing that it had accepted the offer by AHB through APSB subject to the terms and conditions as contained in the Terms of Reference  of Danaharta for the “ Sale by Tender of a Block of Shares in Naluri Berhad”.

b) Status of utilisation of proceeds from Rights Issue at 23 July 2003


  Approved

  Utilisation

   RM’000
       Actual

     Utilisation

     RM’000
Balance yet

to be utilised

  RM’000

Acquisition of 76% equity interest in Emas Kerajang Sdn Bhd
       29,853
        29,853
-

Repayment of bank borrowings
       10,010
          6,212
        3,798

Working Capital
       21,181
          9,000
      12,181

Expenses in relation to the proposals of the Circular to shareholders dated 2 October 2002
         3,500
          2,986
           514


       64,544     
        48,051
      16,493       

21. GROUP BORROWINGS AND DEBT SECURITIES as at 31 May 2003 are as follow:-         

a    (i) Short Term Borrowings – Secured

     RM’000 

Bank overdrafts
          2,945

Bankers Acceptance
          1,901

Term Loan payable within 12 months (*)
          3,768


          8,614      

            (ii)  Short Term Borrowings - Unsecured

      

Bankers Acceptance
             787

Hire purchase payable (*)
             184


             971      

        b   (i)  Long Term Borrowings – Secured

 

      

Term Loan  (*)
        52,661

             (ii)  Long Term Borrowings - Unsecured



      

   Hire Purchase payable (*)
             461




              Note : Bankers’ Acceptance were included under Trade Creditors in the Balance Sheet

22. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

The Group does not have any financial instruments with off-balance sheet risk as at 23 July 2003, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

23. CHANGES IN MATERIAL LITIGATION

The Group is not engaged in any material litigation as at 23 July 2003, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

24. DIVIDEND

A final tax exempt dividend of 1% amounting to RM1,274,560 in respect of the current financial year ended 28 February 2003 was proposed and to be approved in the forthcoming Annual General Meeting.

25.  EARNING PER SHARE
       Basic earning per share
       The  basic  earning  per  share   for   the   financial   period   was   calculated   based   on   the  Group’s   net   profit   attributable    to 

       shareholders of RM1,501,042 and  the weighted   average number of ordinary shares   of   110,019,667.     

       Diluted earning per share

       Not applicable for the Group.

BY ORDER OF THE BOARD

TOH CHEE SEONG

LIM SAW IM

COMPANY SECRETARIES

PENANG

DATED THIS 30 JULY 2003

*   Amended

