Amtek Holdings Berhad

Quarterly Report Ended 30 September 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. 

En Mohd Qari bin Ahmad, Executive Director of Amtek Holdings Berhad, is a 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 Pasaraya Hiong Kong Sdn Bhd

        2,228
          2,228


and its subsidiaries

2. sale of goods to Crocodile Sdn Bhd


        2,742
          2,742

and its subsidiaries


3.    sale of goods to Spark Manshop Holdings Sdn Bhd
         44

              44

       and its subsidiaries

4. sale of goods to LiTat Manufacturing Sdn Bhd

         280
             280

9.       Segmental Reporting

	Business Segments
	Investments
	Manufacturing
	Retail
	Total
	Elimination
	Consolidated

	Revenue (RM'000)
	
	
	
	
	
	

	external sales
	                     60 
	                      5,996 
	          17,480 
	           23,536 
	                    -   
	           23,536 

	inter-segment sales
	                      -   
	                      1,607 
	                  -   
	             1,607 
	             (1,607)
	                  -   

	Total
	                     60 
	                      7,603 
	          17,480 
	           25,143 
	             (1,607)
	           23,536 

	
	
	
	
	
	
	

	Results (RM'000)
	
	
	
	
	
	

	  Operating profit
	                    (79)
	                         (91)
	              (667)
	               (837)
	                 39 
	              (252)

	interest expense
	
	
	
	
	
	              (324)

	intererst income
	
	
	
	
	
	                 21 

	income taxes
	
	
	
	
	
	              (174)

	 Profit from ordinary activities
	                    (80)
	                       (321)
	              (913)
	            (1,314)
	                 39 
	             (1,275)

	extraordinary loss
	                      -   
	                           -   
	                  -   
	                   -   
	                    -   
	                  -   

	 Net profit / (loss)
	                    (80)
	                       (321)
	              (913)
	            (1,314)
	                 39 
	             (1,275)

	Other information (RM'000)
	
	
	
	
	
	

	carrying amount of :
	
	
	
	
	
	

	   Segment assets 
	              75,382 
	                    34,369 
	          48,449 
	         158,200 
	           (19,936)
	         138,264 

	
	
	
	
	
	
	

	   Segment liabilities 
	                4,025 
	                      3,875 
	          20,528 
	           28,428 
	             (2,292)
	           26,136 

	   borrowings 
	
	
	
	
	
	           15,131 

	
	
	
	
	
	
	           41,267 

	 depreciation  
	                     32 
	                         111 
	               533 
	                676 
	                    -   
	                676 

	 amortisation of intangible assets 
	
	
	
	
	
	                125 

	 amortisation of negative goodwill 
	
	
	
	
	
	                (24)

	 bad debts written off 
	                      -   
	                           -   
	                  -   
	                   -   
	                    -   
	                  -   


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 First 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


There is no change in the composition of the Group during the interim period.  

13.
Contingent Liabilities







30/09/2003
30/06/2003
CHANGE







    RM’000
    RM’000
   RM’000


Guarantee to banks for banking facilities


granted to certain subsidiary companies


- Guarantee Limit



    30,762
    27,862
      2,900

- Amount utilized



    19,345
    15,299
      4,046

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

1.
Review of Performance

 
The Group recorded a consolidated turnover of RM23.5 million and an operating loss before income tax and minority interests of RM1.101 million for the 3 months in review. There was an improvement in turnover of RM2.8 million (13.5%) which includes the results of the new businesses acquired in the previous quarter as compared to the preceding year corresponding quarter’s turnover of RM20.7 million. 

The losses were incurred mainly in the retail segment as margins were sacrificed to reduce stock levels and trade discounts given to increase debtors’ collection. 

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


During the first quarter operations, the Company and its subsidiaries recorded a higher turnover (improved by 7.98% or RM1.74 million) as compared to the preceding quarter. This increase in turnover is attributable to the increased contribution from the newly acquired subsidiaries with businesses in the marketing and distribution of electrical goods. The Group recorded a loss before income tax and minority interests of RM1.101 million as the manufacturing segment faced fiercely competitive margins and the jeans retailing segment carried out their planned exercise of reducing stocks and debtors’ levels by sacrificing gross margins and providing discounts.  

3.
Prospects for the Remaining Quarters of the Current Financial Year


The Group’s garment manufacturing and retailing sector has embarked on various strategies to improve efficiency and cost effectiveness. It is forecasted that the garment sector would not contribute significantly to the Group’s results for the remaining quarters.


The manufacture and retail of frozen food products as well as the marketing and distribution of electrical products businesses of the Group is expected to improve and contribute positively to the results of the remaining quarters.

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


	Taxation
	
	
	

	
	
	
	current 
	current

	
	
	
	quarter
	year to date

	Taxation Charged For The Period
	
	30.9.03
	30.9.03

	
	
	
	
	

	Malaysian Tax
	
	
	

	
	- based on results for the period
	
	252
	252

	Deferred Tax
	
	
	

	
	- deferred tax on unrealised profits on
	
	
	

	
	  closing inventories
	
	-270
	-270

	
	- reversal of deferred tax on unrealised profits 
	
	

	
	  on opening inventories
	
	192
	192

	
	
	
	174
	174

	
	
	
	
	

	Reconciliation of Tax Expense / Tax Rate for 3 Months Ended 30 September 2003. (RM'000)

	
	
	
	
	

	profit before tax
	
	                   (1,101)
	

	
	
	
	
	

	current income tax rate
	
	28%
	Tax Effect (%)

	
	
	
	
	

	tax on loss of RM1,101 at 28%
	
	                     (308)
	                  (28.00)

	amortisation of goodwill
	                       101 
	                         28 
	                      1.50 

	losses incurred by certain subsidiaries
	                    1,894 
	                       530 
	                    33.78 

	deferred tax assets on unrealised profits on
	                     (270)
	                       (76)
	                    (0.89)

	closing inventories
	
	
	

	deferred tax assets on unrealised profits on
	                       192 
	                         54 
	                      0.67 

	opening inventories
	
	
	

	allowance for doubtful debts
	                          -   
	                          -   
	                          -   

	utilisation of unabsorbed losses brought forward
	                     (120)
	                       (34)
	                    (1.61)

	other expenses not deductible for tax purposes
	                       (75)
	                       (21)
	                      0.20 

	
	
	                    1,722 
	                       174 
	                      5.65 


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 

RM25,556





(3) market value @ 21.11.03
RM25,556

8.
Status of Corporate Proposals

(A) The SC had 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.


(B) On 30 April 2003, the Company’s wholly owned subsidiary, Amtek Realty Sdn Bhd, entered into a Sale & Purchase Agreement with Polyrak Molding (Malaysia) Sdn Bhd to acquire a leasehold land together with a seven and a half storey office building inclusive of a basement car park and an annexed two storey warehouse for a total purchase consideration of RM18.2 million.


The acquisition will be funded by internally generated funds and bank borrowings and is expected to be completed by December 2003.


(C) The Company had on 27 June 2003 entered into a Sale & Purchase Agreement with Angliss International Ltd, Angliss Singapore Pte Ltd and Simfoni Handal Sdn Bhd (the vendors of Angliss Foods Sdn Bhd ) to purchase 3,929,907 shares representing 51% of Angliss Foods Sdn Bhd for a total cash purchase consideration of RM3,619,151.00. Angliss Foods Sdn Bhd is involved in the business of wholesale and distribution of temperature controlled meat, poultry and provisions.

The Company had on 15 October 2003 announced that the above Sale & Purchase Agreement has been terminated.

(D) The Company had on 31 October 2003 announced to undertake a Proposed Bonus Issue of 9,999,750 new ordinary shares of RM1.00 each to the shareholders of the Company on the basis of one (1) new ordinary share for every four (4) existing ordinary shares held.    

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


      3,925


term loans


      4,629


hire purchase / lease creditors
         614   

bills payables


    10,581

     

 


total secured



     19,749


Unsecured


bank overdrafts


          nil


bills payables


          nil


hire purchase / lease creditors
          nil   

 

total unsecured



           nil  


Total Group Borrowings




     19,749

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


Short Term


bank overdrafts


       3,925


term loans

       
             -


bills payables


     10,581


hire purchase / lease creditors
          404

 




total short term



      14,910


Long Term


term loans


       4,629


hire purchase / lease creditors
          210

        

total long term

          
   
        4,839
Total Group Borrowings




      19,749
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 30 September 2003 is at 3.34 sen per ordinary share, calculated based on the consolidated loss after tax and minority interest of RM1.337 million divided by the number of ordinary shares in issue of 39,999,000.

