Abric Berhad (Company No: 187259 – W)

Interim report for the three months ended 31 March 2003

The Directors of Abric Berhad are pleased to announce the unaudited financial results of the Group for the first quarter ended 31 March 2003

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

	
	
	Individual quarter
	
	Cumulative quarter

	
	
	Current
	
	Preceding year
	
	Current
	
	Preceding Year

	
	
	Year
	
	Corresponding
	
	Year
	
	Corresponding

	
	
	Quarter
	
	Quarter
	
	To Date
	
	Period

	
	
	31.03.2003
	
	31.03.2002
	
	31.03.2003
	
	31.03.2002

	
	Note
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	
	

	Revenue
	
	6,600
	
	9,213
	
	6,600
	
	9,213

	
	
	
	
	
	
	
	
	

	Expenses excluding finance cost and tax
	
	(9,788)
	
	(14,205)
	
	(9,788)
	
	(14,205)

	
	
	
	
	
	
	
	
	

	Other income
	
	152
	
	754
	
	152
	
	754

	
	
	
	
	
	
	
	
	

	Loss from operations
	
	(3,036)
	
	(4,238)
	
	(3,036)
	
	(4,238)

	
	
	
	
	
	
	
	
	

	Finance cost
	
	(651)
	
	(607)
	
	(651)
	
	(607)

	
	
	
	
	
	
	
	
	

	Loss before taxation
	
	(3,687)
	
	(4,845)
	
	(3,687)
	
	(4,845)

	
	
	
	
	
	
	
	
	

	Income tax
	9
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	Loss after taxation
	
	(3,687)
	
	(4,845)
	
	(3,687)
	
	(4,845)

	
	
	
	
	
	
	
	
	

	Minority interests
	
	96
	
	1,650
	
	96
	
	1,650

	
	
	
	
	
	
	
	
	

	Net loss for the period
	
	(3,591)
	
	(3,195)
	
	(3,591)
	
	(3,195)

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Loss per share
	22
	
	
	
	
	
	
	

	 - Basic
	
	(0.05)
	
	(0.05)
	
	(0.05)
	
	(0.05)

	 - Diluted
	
	NA
	
	NA
	
	NA
	
	NA

	
	
	
	
	
	
	
	
	


UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET

	
	
	Note
	As At End Of Current Quarter
	
	As At Preceding Financial Year End (Audited)

	
	
	
	31.03.2003
	
	31.12.2002

	
	
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	
	Property, plant and equipment
	
	69,085
	
	62,388

	
	Other investments
	
	4,569
	
	4,569

	
	Research and development expenditure
	
	859
	
	955

	
	Goodwill on consolidation
	
	8,080
	
	8,080

	
	
	
	
	
	

	
	Current assets
	
	
	
	

	
	Inventories
	
	7,094
	
	6,975

	
	Trade receivables
	
	21,654
	
	39,811

	
	Other receivables and prepaid expenses
	
	9,344
	
	9,765

	
	Bank balances and deposits
	
	7,958
	
	17,823

	
	
	
	46,050
	
	74,374

	
	
	
	
	
	

	     Current liabilities 
	
	
	
	

	
	Trade payables
	
	(3,907)
	
	(10,676)

	
	Other payables and accrued expenses
	
	(10,725)
	
	(9,319)

	
	Hire-purchase payables – current portion
	
	(337)
	
	(403)

	
	Bank borrowings
	14
	(27,012)
	
	(39,896)

	
	Tax liabilities
	
	(87)
	
	(101)

	
	
	
	(42,068)
	
	(60,395)

	
	
	
	
	
	

	
	Net current assets
	
	3,982
	
	13,979

	
	
	
	
	
	

	
	Non-current and deferred liabilities
	
	
	
	

	
	Hire-purchase payables – non-current portion
	
	(636)
	
	(482)

	
	Deferred tax liabilities
	
	(2,252)
	
	(2,252)

	
	
	
	(2,888)
	
	(2,734)

	
	
	
	
	
	

	
	Minority interests
	
	(4,377)
	
	(4,423)

	
	
	
	
	
	

	
	Net assets
	
	79,310
	
	82,814

	
	
	
	
	
	

	
	Represented by:
	
	
	
	

	
	Issued share capital
	
	66,035
	
	66,035

	
	Reserves:
	
	
	
	

	
	Share premium
	
	39,122
	
	39,122

	
	Capital reserve
	
	2,315
	
	2,315

	
	Translation adjustment account
	
	(1,060)
	
	(1,147)

	
	Accumulated loss
	
	(27,102)
	
	(23,511)

	
	Shareholders’ equity
	
	79,310
	
	82,814

	
	
	
	
	
	

	
	Net tangible assets per share
	
	1.07
	
	1.12


UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	
	
	
	3 months ended

	
	
	
	
	31.03.2003

	
	
	
	
	RM’000

	CASH FLOWS FROM/(USED IN) OPERATING ACTIVITIES
	
	
	

	
	
	
	
	

	Loss before tax
	
	
	
	(3,687)

	Adjustments for:
	
	
	
	

	  Depreciation of property, plant and equipment
	
	
	1,572

	  Finance cost
	
	
	
	651

	 Property, plant and equipment writte off
	
	
	
	

	 Allowance for doubtful debts
	
	
	
	

	 Unrealised loss on foreign exchange
	
	
	
	

	  Amortisation of research and development expenditure
	
	
	
	96

	  Gain on disposal of property, plant and equipment
	
	
	(6)

	
	
	
	
	

	Operating loss Before Working Capital Changes
	
	
	(1,374)

	
	
	
	
	

	(Increase)/Decrease in:
	
	
	
	

	 Inventories
	
	
	
	(119)

	 Trade receivables
	
	
	
	18,157

	 Other receivables and prepaid expenses
	
	
	
	453

	
	
	
	
	

	Increase/(Decrease) in:
	
	
	
	

	 Trade payables
	
	
	
	(6,769)

	 Other payables and accrued expenses
	
	
	
	1,346

	
	
	
	
	

	Cash Generated From Operations
	
	
	
	11,694

	
	
	
	
	

	 Income tax paid
	
	
	
	(48)

	
	
	
	
	

	Net Cash From Operating Activities
	
	
	
	11,646

	
	
	
	
	

	CASH FLOWS FROM/(USED IN) INVESTING ACTIVITIES
	
	
	

	
	
	
	

	Proceeds from disposal of property, plant and equipment
	
	
	200

	Additions to property, plant and equipment
	
	
	
	(7,898)

	
	
	
	
	

	Net Cash Used In Investing Activities
	
	
	
	(7,698)

	
	
	
	
	


UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

	
	
	
	
	3 months ended

31.03.2003

RM’000

	CASH FLOWS USED IN FINANCING ACTIVITIES
	
	
	

	
	
	
	

	Decrease in bank borrowings, excluding bank overdrafts
	
	
	(13,172)

	Payment of hire-purchase payables
	
	
	
	(211)

	Finance cost paid
	
	
	
	(605)

	
	
	
	
	

	Net Cash Used In Financing Activities
	
	
	
	(13,988)

	
	
	
	
	

	NET DECREASE IN CASH AND CASH EQUIVALENTS
	
	
	(10,040)

	
	
	
	
	

	CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
	
	9,593

	Effects of changes in exchange rates
	
	
	
	(11)

	
	
	
	
	

	CASH AND CASH EQUIVALENTS AT END OF PERIOD
	
	
	(458)

	
	
	
	
	

	Cash and cash equivalents comprise the following balance sheet amounts:

	Bank balances and deposits
	
	
	
	7,958

	Less : Amount pledged for bank borrowings
	
	
	
	(277)

	
	
	
	
	7,681

	Bank overdrafts
	
	
	
	(8,139)

	
	
	
	
	(458)


UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	
	
	
	
	
	
	
	

	
	
	
	
	
	Translation
	
	Total

	
	
	Issued
	Share
	Capital
	adjustment
	Accumulated 
	shareholders’

	
	
	capital
	premium
	reserve
	account
	loss
	equity

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

	
	
	
	
	
	
	
	

	Balance as of 1 January 2003
	
	66,035
	39,122
	2,315
	(1,147)
	(23,511)
	82,814

	
	
	
	
	
	
	
	

	Translation adjustment for the period
	
	-
	-
	-
	87
	-
	87

	
	
	
	
	
	
	
	

	Net loss for the period
	
	-
	-
	-
	-
	(3,591)
	(3,591)

	
	
	
	
	
	
	
	

	Balance as of 31 March 2003
	
	66,035
	39,122
	2,315
	(1,060)
	(27,102)
	79,310


NOTES TO THE INTERIM REPORT

1. Basis of preparation

The interim report is prepared in accordance with the Malaysian Accounting Standards Board (“MASB”) No: 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2002. There were no audit qualifications on the annual financial statements for the year ended 31 December 2002.

The accounting policies and presentation adopted for the interim financial statements are consistent with those adopted for the last annual financial statements for the year ended 31 December 2002 except for the new MASBs applicable effective this quarter.

On 17 February 2003, a total of 5,100,000 options over ordinary shares of RM1.00 each with an exercise price of RM1.00 per share were granted to the employees of the Company and its subsidiary companies in respect of the Employee’s Share Option Scheme (“ESOS”) (referred to as “New ESOS” in the last annual financial statements for year ended 31 December 2002).  None of the options have been exercised as of 31 March 2003.

2. Changes in estimates

There were no changes in estimates of amounts reported in prior financial years that have a material effect on the financial results for the three months ended 31 March 2003.

3. Change in composition of Group

There were no changes in the composition of the Group during the quarter ended 31 March 2003 other than the voluntary winding up of Encrypta Electronics Limited (“Encrypta”) in which the Company has a 51% stake (Announcement to the KLSE was made on 20 February  2003). The winding up is not expected to have a significant impact on the finances and operations of the Group. The joint liquidators are still in the process of disposing assets and settling with creditors of the said subsidiary company.

4. Segmental reporting

The Group is organised on a worldwide basis into three business segments:

Investment 
- investment holding and provision of administrative services

Manufacturing     - manufacturing and marketing of security seals


Technology          - provision of systems integration, software development and customer relationship 

                               management services

	
	Quarter ended 31.03.2003
	
	Quarter ended 31.03.2002

	
	Segment revenue
RM’000
	
	
	
	Profit/

(Loss) before taxation RM’000
	
	Segment revenue
RM’000
	
	
	
	Profit / 

(Loss) before taxation  

RM’000

	
	
	
	
	
	
	
	
	
	
	
	

	Investment 
	295
	
	
	
	(820)
	
	128
	
	
	
	(1,161)

	Manufacturing
	5,103
	
	
	
	545
	
	8,243
	
	
	
	2,212

	Technology
	1,202
	
	
	
	(3,412)
	
	842
	
	
	
	(5,896)

	Total
	6,600
	
	
	
	(3,687)
	
	9,213
	
	
	
	(4,845)


NOTES TO THE INTERIM REPORT (CONTINUED)

5. Review of results for the quarter ended 31.03.2003

Manufacturing

The manufacturing division achieved a revenue of RM5.103 million in the first quarter of 2003 (“Q1 2003”), 38% lower compared with  the  RM8.243 million in the first quarter of 2002 (“Q1 2002”). Encrypta Electronics Limited (“Encrypta”), which contributed RM1.200 million in revenue in Q1 2002, has been  under voluntary liquidation since 19 February 2003 and no longer contributes to the division’s revenue. Performance was also adversely affected by the continued weak demand for security seals as a result of the  slow down in global trade.

Profit before tax of the manufacturing division in Q1 2003 fell to RM0.545 million from RM2.212 million in Q1 2002. The drop is mainly caused by the decline in the division’s revenue.

Technology

At the technology division, revenue increased by 43% from RM0.842 million in Q1 2002 to RM1.202 million in Q1 2003. Although sales to the US market was down, the slack was taken up by higher contribution  from the sale of systems integration services  to the Malaysian market. 

At the pre-tax level, the losses fell  42% to RM3.412 million in Q1 2003 from RM5.896 million in Q1 2002 as a result of a reduction in overheads. This reduction is a result of the successful migration of the Group’s information and communication technology  (ICT) expertise from the United States to Malaysia and India.

NOTES TO THE INTERIM REPORT (CONTINUED)

6. Changes in the quarterly results as compared to results of preceding quarter.

	
	Quarter ended
	
	Preceding quarter

	
	31.03.2003
	
	ended 31.12.2002

	
	RM'000
	
	RM'000

	
	
	
	

	Investment
	(820)
	
	(924)

	Manufacturing
	545
	
	(224)

	Technology
	(3,412)
	
	(15,289)

	
	(3,687)
	
	(16,437)

	Exceptional items
	-
	
	(17,094)

	Loss from operations
	(3,687)
	
	(33,531)


Overall, losses from operations amounting to RM3.687 million in the quarter ended 31.03.2003 were 89% lower than those recorded in the preceding quarter. 

The manufacturing division turned around from a loss of RM0.224 million in the preceding quarter   (“Q4 2002”) to a profit of RM0.545 million Q1 2003 due to lower operational charges. 

Losses of the technology division in the quarter ended 31.03.03 was reduced significantly compared with the preceding quarter, as a result of a reduction in overheads following the successful migration of operations from the United States to Malaysia and India, and lower operational charges.

7. Exceptional items 

	
	
	
	
	
	
	
	3 months 

ended

31.03.2003
	
	3 months ended 31.12.2002
	

	
	
	
	
	
	
	
	RM’000
	
	RM’000
	

	
	
	
	
	
	
	
	
	
	
	

	(i) Impairment in value of investment as the carrying value of the Company’s investment in unquoted shares is in excess of the  recoverable amount of the said investment
	
	-
	
	13,500
	

	(ii) Impairment in value of goodwill of a subsidiary company, Encrypta Electronics Limited (Encrypta) – an extraordinary general meeting was held on 19 February 2003 to pass a resolution for a voluntary winding up of Encrypta  which was consistently making losses and insolvent as at 31 Dec 2002.
	
	-
	
	1,589
	

	(iii) Amortisation of remaining balance of the listing expenses related to the e- Locked Group previously capitalised as deferred expenditure as the listing of e-Locked Inc has been called off given the weak market conditions and sentiment worldwide in the technology-related sector.
	
	-
	
	2,005
	

	
	
	
	
	
	
	
	-
	
	17,094
	


NOTES TO THE INTERIM REPORT (CONTINUED)

8. Current year prospects

With no reversal of economic trends in sight in the near to medium term, the Directors expect business conditions in the next quarter to remain subdued.

The manufacturing division’s performance is likely to stay flat pressured by weak global demand for manufactured products.   The Group is beginning to see results from its initiatives to focus on developing non-traditional markets. These results will help to mitigate the negative impact of sluggish world economy, particularly the contraction in the airline and tourism industry in the second quarter of the year, following the outbreak of the Severe Acute Respiratory Syndrome (SARS).  The Directors, expect the performance of the manufacturing division to be flat.

The migration of the Group’s information and communication (ICT) expertise from the United States back to Malaysia and the building up of a tech-team in Malaysia and India was completed in the later part of 2002. With the infrastructure in place, the technology division is now placed to tap the efficiencies of the streamlined operations. 

9. Taxation

No provision for estimated tax payable has been made as the Group does not have any taxable income.

10. Profit/(loss) on sale of unquoted investments and properties

There were no sale of unquoted investments and properties during the quarter ended 31 March 2003.

11. Quoted and marketable securities

There are no investments in quoted and / or marketable securities as of 31 March 2003.

12. Status of corporate proposals

There were no corporate proposals as of 31 March 2003.

13. Issuance and repayments of debts and equity securities

There is no issuance or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current financial period ended 31 March 2003.

NOTES TO THE INTERIM REPORT (CONTINUED)

14. Group borrowings

	
	
	RM’000

	Current :
	
	

	Secured:
	
	

	Bank overdrafts
	
	1,832

	Short-term loans
	
	16,173

	
	
	18,005

	Unsecured:
	
	

	Bank overdrafts
	
	6,307

	Banker’s acceptances
	
	142

	Short-term loans
	
	2,558

	
	
	9,007

	
	
	

	Total
	
	27,012


The breakdown of foreign currency denominated borrowings of the Group’s foreign subsidiaries analysed by currency are as follows:

	

	Short-term
	

	Analysed by currency:
	borrowings
	Term loans

	
	RM’000
	RM’000

	Secured:
	
	

	Thai Baht
	1,376
	3,656

	Pound Sterling
	455
	97

	
	
	

	Unsecured:
	
	

	Brazilian Real
	-
	557

	
	
	


15. Off balance sheet financial instruments

There are no material financial instruments with off balance sheet risk as of the date of this announcement.

16. Contingent liabilities - unsecured

As of 31 March 2003, the Company has given unsecured corporate guarantees totaling RM17,900,000 to certain financial institutions for overdraft and other credit facilities granted to certain subsidiary companies and a company which ceased to be a subsidiary of the Company in the prior financial year. Accordingly, the Company is contingently liable to the financial institutions to the extent of the amount of credit facilities utilised.

17. Changes in material litigation

There were no material litigations since 31 December 2002.

18. Dividends

No dividends has been paid or declared during the quarter ended 31 March 2003.

19. Seasonal or cyclical factors

The Group’s operations are generally not affected by seasonal or cyclical factors.

NOTES TO THE INTERIM REPORT (CONTINUED)

20. Material events subsequent to end of the period reported

Liquidation of the e-Locked, Inc. (“e-Locked”) Group

On 22 April 2003, the Board of Directors announced the voluntary winding up of the e-Locked Group; comprising e-Locked Inc., e-Comax, Inc., True Dial Technologies, Inc. and Contact Management Solutions,Inc., in the United States of America, under a process known as “Assignment for the Benefit of Creditors”. 

The e-Locked Group suffered considerable losses during the financial year ended 31 December 2002 due to high operational cost and the slow down of the US economy. Abric had during the financial year ended 31 December 2002 migrated the information and communication (“ICT”) business of the e-Locked Group back to Malaysia and India as the operating costs are much lower. 

The winding-up proceedings would not have a significant financial and operational impact on the Group.

The Assignee is still in the process of liquidating the assets and collecting the debts of the e-Locked, Inc Group. The process is expected to be completed by June 2003.

21. Property, plant and equipment

The Group does not state any assets based on valuation of its property, plant and equipment.

NOTES TO THE INTERIM REPORT (CONTINUED)
22. Loss per share

	(a) Basic loss per share
	

	
	
	
	

	
	3 months ended
	
	3 months ended

	
	31.03.2003
	
	
	
	31.03.2002
	
	31.03.2003
	
	
	
	31.03.2002

	
	
	
	
	
	
	
	
	
	
	
	

	Net loss for the period (RM’000)
	(3,591)
	
	
	
	(3,195)
	
	(3,591)
	
	
	
	(3,195)

	
	
	
	
	
	
	
	
	
	
	
	

	Weighted average no. of ordinary shares in issue (‘000)
	66,035
	
	
	
	60,000
	
	66,035
	
	
	
	60,000

	
	
	
	
	
	
	
	
	
	
	
	

	Basic loss per share (sen)
	(0.05)
	
	
	
	(0.05)
	
	(0.05)
	
	
	
	(0.05)

	
	
	
	
	
	
	
	
	
	
	
	

	
	

	(b) Diluted earnings per share
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Net loss for the period (RM’000)
	      (3,591)
	
	
	
	 (3,195)
	
	(3,591)
	
	
	
	(3,195)

	
	
	
	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	      66,035
	
	
	
	60,000
	
	66,035
	
	
	
	60,000

	Adjustment for share options (‘000)
	              -
	
	
	
	      22
	
	-
	
	
	
	      22

	Weighted average number of ordinary shares for diluted earnings per share (‘000)
	      66,035
	
	
	
	60,022
	
	66,035
	
	
	
	60,022

	
	
	
	
	
	
	
	
	
	
	
	

	Diluted loss per share (sen)
	          NA
	
	
	
	NA
	
	NA
	
	
	
	NA

	
	
	
	
	
	
	
	
	
	
	
	


The options over ordinary shares of the Company has no dilutive effect as the exercise price is above the average market price of the Company’s shares during the period. 

By order of the Board,

Tan Sri Dato’ Dr Mohamed Yusof Hashim

Chairman

Shah Alam
PAGE  
The Unaudited Condensed Consolidated Income Statement should be read in conjunction with the annual financial statements for the year ended 31 December 2002.


