Amtek Holdings Berhad

Quarterly Report Ended 31 March 2003.

This interim financial report is to be read in conjunction with the most recent annual financial report.

E)
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis Of Preparation


The interim report has been prepared under the prescription of the Malaysian Accounting Standards Board standard no 26 - Interim Financial Reporting and Paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements. This interim report is not audited and should be read in conjunction with the most recent annual financial statements. The accounting policies and methods of computation are consistent with those adopted for the most recent annual financial statements.

2.
Audit Qualification


The audited Annual Financial Statements for the preceding year were not subject to any qualifications.

3.
Seasonal or Cyclical Factors


The domestic market for the garment industry is influenced by festive seasons. The Group’s revenue will start to pick up in June and peak in December before falling to its low in April or May normally.

4.
Unusual Items


There are no exceptional and no extraordinary items for the current quarter and financial year to date. 

5.
Changes in Estimates

. 
There are no amounts of items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence. There are also no changes in amounts reported in prior interim / financial years that have a material effect in the current financial year.

6.
Debt and Equity Securities

.
There are no issuances and repayments of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

7.
Dividends Paid

  
There were no dividends paid or declared at the current quarter and financial year to date.

8.
Related Party Disclosures

The Company wishes to inform that Mr David Lai Kim Hean, Group Managing Director of Amtek Holdings Berhad, is also the Chief Operating Officer of Ocean Capital Berhad and its subsidiaries, Managing Director of Crocodile Sdn Bhd and its subsidiaries, Managing Director of LiTat Manufacturing Sdn Bhd and Executive Director of Spark Manshop Holdings Sdn Bhd. 

Tuan Haji Mohd Qari bin Ahmad, Executive Director of Amtek Holdings Berhad, is also the Executive Director of Spark Manshop Holdings Sdn Bhd.

In the normal course of business, the Company undertakes on agreed terms and prices, transactions with the following related parties :




            Current Quarter
    Year To Date





   RM’000
       RM’000


1. sale of goods to Ocean Capital Berhad 


       2,335
         7,940


and its subsidiaries

2. sale of goods to Crocodile Sdn Bhd


         565
         4,932

and its subsidiaries


3.    sale of goods to Spark Manshop Holdings Sdn Bhd
         377
           395

       and its subsidiaries

4. sale of goods to LiTat Manufacturing Sdn Bhd

           -
                          333

5.    purchase of goods from Li Tat Manufacturing Sdn Bhd
            -

             35

9.
Segmental Reporting

.  
Segmental Analysis by Business Segment



	
	
	
	
	
	Profit 
	

	
	
	
	
	
	Before
	Gross

	
	
	
	Turnover 
	Cost of Sales
	Taxation
	Assets

	
	
	
	(RM’000)
	(RM’000)
	(RM’000)
	(RM’000)

	Investments
	
	       1,093 
	-
	(356)
	72,324

	Manufacturing
	
	     33,752 
	27,841
	1,165
	94,562

	Retail
	
	
	     46,849 
	38,524
	710
	60,455

	
	
	
	    81,694 
	66,365
	1,519
	227,341

	Consolidation Adjustments
	     (10,212) 
	 (8,293)
	 (326)
	(90,580)

	
	
	
	    71,482 
	58,072
	1,193
	136,761



Manufacturing Sectors 


Garments


      16,827
  14,888

     616

71,270 


Shoes



        7,934
    6,260

     301

11,267


Foods



        8,991
    6,693

     248

12,025






      33,752
  27,841

  1,165

94,562

10.
Valuation of Property, Plant and Equipment


There has been no valuation of property, plant and equipment since the previous audited annual financial statements.

11.
Material Events Subsequent to the Second Financial Quarter

.
There are no material events subsequent to the end of the period reported on, that have not been reflected in the financial statement.

12.
Changes in the Composition of the Group


The Company had on 11 March 2003 purchased the 2 subscriber’s ordinary shares of RM1.00 each in the entire issued and paid up capital of the following companies – 

· Unigold Freeway Sdn Bhd

· Efficient Series Sdn Bhd

· Victorious Phase Sdn Bhd

Amtek Marketing Services Sdn Bhd ( formerly known as Efficient Series Sdn Bhd ) and Amtek Distributors Sdn Bhd ( formerly known as Unigold Freeway Sdn Bhd ) will assume the businesses of Hagemeyer (Malaysia) which the Company bought as announced on 29 January 2003.

The purchases of theses businesses are not expected to have any material effect on the earnings of the Company for the financial year ending 30 June 2003.  

13.
Contingent Liabilities







31/03/2003
30/06/2002
CHANGE







    RM’000
    RM’000
   RM’000


Guarantee to banks for banking facilities


granted to certain subsidiary companies


- Guarantee Limit



    22,312
    22,912
      (600)

- Amount utilized



    14,627
    10,538
      4,089

F)
ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF THE KLSE LISTING  REQUIREMENTS

1.
Review of Performance

 
The Group recorded a turnover of RM16.2 million for the 3 months and an operating loss before income tax and minority interests of RM1.269 million for the 3 months in review. These results mirror the level of performance for the preceding year corresponding quarter. A snapshot analysis (unconsolidated) of the 3 months’ performance shows losses in all three segments – which is expected due to the seasonal or cyclical nature of the garment industry.  

	

	
	
	
	
	Loss 

	
	
	
	
	
	Before

	
	
	
	
	Turnover 
	Taxation

	
	
	
	
	(RM’000)
	(RM’000)

	Investments
	
	
	 363
	 (212) 

	Manufacturing
	
	
	 8,452
	 (340) 

	Retail
	
	
	
	 8,759 
	 (900)

	
	
	
	
	
	

	
	
	
	


2.
Comparison of Results with the Preceding Quarter’s Results


During the third quarter operations, the Company and its principal subsidiaries recorded a lower turnover ( declined by 53% or RM18.3 million ) as compared to the preceding quarter. The Group recorded a loss before income tax and minority interests of RM1.269 million as compared to a profit of RM2.107 million in the second quarter. This is attributed to the cyclical nature of the Group’s businesses whereby the quarter in review represents the lowest cycle.  

3.
Prospect for the Remaining Quarters of Current Financial Year


In view of the situation due to the outbreak of the SARS virus, the performance for the remaining quarter is expected to be impeded but to fare slightly better than the current quarter in review.

4.
Variance of Actual Profit from Forecast Profit

.
(a) variance of actual profits against forecast - not applicable

(b) profit guarantee shortfall - not applicable 

5.
Taxation


	
	
	

	
	
	
	
	
	
	
	Current

Quarter
	     Current

 YearToDate
	

	
	
	
	
	
	
	
	31.03.03
	       31.03.03
	

	             Taxation Charge for the Period
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	              Malaysian Tax
	
	
	
	
	
	
	
	

	
	       - based on results for the period
	
	
	
	   (115)
	918
	

	              Deferred Tax
	
	
	
	
	
	
	
	

	
	       - deferred tax asset on unrealised profit on closing inventories
	     79
	(180)
	

	
	       - reversal of deferred tax asset on unrealised profit on opening
	       -
	172
	

	
	         Inventories
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	(36)
	910
	

	
	
	
	
	
	
	
	
	
	

	             Reconciliation of Tax Expense / Tax Rate 
	
	
	

	             For the 9 Months Ending 31 March 2003.
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	   Profit before tax (RM’000)
	
	
	
	
	
	1,193 
	

	
	   current income tax rate
	
	
	
	
	                            28% 
	Tax

Effect

	
	   Tax on PBT of RM1,193 at 28%
	
	
	
	
	           334 
	28%

	
	   Amortisation of goodwill
	
	
	
	           301 
	              84 
	7%

	
	   Losses incurred by certain subsidiaries
	
	
	        1,815 
	           508 
	43%

	
	   Deferred tax asset on unrealised profit on closing inventories
	         (180)
	            (50)
	-4%

	
	   Deferred tax asset on unrealised profit on opening
	           172 
	              48 
	4%

	
	   Allowance for  doubtful debts
	
	
	
	
	             99
	              28
	 ‘         ‘     2%

	
	   Utilization of unabsored losses brought forward
	
	         (248)
	            (69)
	-6%

	
	   Other expenses not deductible for for tax purposes
	
	              98 
	              27 
	2%

	
	
	
	
	
	
	
	        2,057 
	           910 
	     76%


The Group tax figures comprise of Malaysian Tax and the effective tax rate differs from the statutory tax rate as there is no Group Relief allowed for losses incurred by certain subsidiaries and certain expenses being disallowed for taxation purposes. 

6.
Unquoted Securities and/or Properties


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

7.
Quoted Securities

 
(a) There were no purchases/sales of quoted securities for the current quarter and financial year to date.


(b) investments in quoted securities as at the reporting period :-





(1) cost 



RM45,968





(2) carrying value 

RM30,850





(3) market value @ 08.05.03
RM23,111

8.
Status of Corporate Proposals

(A) The proposed acquisition of 1,785,000 ordinary shares of RM1.00 each representing 51% of the issued and paid-up capital of Crocodile Sdn Bhd for a purchase consideration of RM9,633,578 to be satisfied by part cash and part issuance of 5,286,720 new ordinary shares in Amtek Holdongs Berhad, the proposed Executives’ Share Option Scheme and the proposed increase in Authorised Share Capital of the Company have been approved by the relevant authorities. 

An extension of time for the implementation of the above Proposals was sought by the Company on 15 April 2003, for a period till 31 July 2003, of which the Securities Commission, vide its letter dated 09 May 2003, has approved.

(B) In addition, the SC has approved the Application for the Revision in Utilisation of Proceeds from the listing scheme of Amtek. An amount of RM2,302,474 has been set aside for the above Proposed Corporate Exercise and to date has not been utilized.

9.
Group Borrowings

 
Group Borrowings and Debt Securities as at the end of the reporting period :


(a) Breakdown between secured and unsecured:-


Secured



RM ‘000

RM ’000



bank overdrafts


      5,928


term loans


      2,115


hire purchase / lease creditors
        473   

bills payables


      8,794

     

 


total secured



     17,310


Unsecured


bank overdrafts


          nil


bills payables


          nil


hire purchase / lease creditors
          nil   

 

total unsecured



           nil  


Total Group Borrowings




     17,310

(b) Breakdown between short term and long term :-


Short Term


bank overdrafts


       5,928


term loans

       
            77


bills payables


       8,794


hire purchase / lease creditors
          473

 




total short term



      15,272


Long Term


term loans


      2,038


hire purchase / lease creditors
          nil


        

total long term

          
   
        2,038
Total Group Borrowings




      17,310
c) These borrowings are not denominated in foreign currencies.

10.
Financial Instruments with Off Balance Sheet Risks

 
There are no off balance sheet financial instruments as at the current quarter and financial year to date.

11.
Material Litigation

 
There are no pending material litigations as at the current quarter and financial year to date.

12.
Dividends

  
There were no dividends paid or declared as at the current quarter and financial year to date.

13.
Earnings Per Share


The basic Loss Per Share for the Group as per quarter ended 31 March 2003 is at 3.05 sen per ordinary share, calculated based on the consolidated loss after tax and minority interest of RM1.218 million divided by the number of ordinary shares in issue of 39,999,000.

