ENG KAH CORPORATION BERHAD 

(Company No. 435649-H)

Interim Financial Statements : 1st quarter ended 31 March 2003


Quarterly Report on Consolidated Results for the First Quarter Ended 31 March 2003.

The figures have not been audited.

CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE QUARTER ENDED 31 MARCH 2003

	
	 INDIVIDUAL QUARTER 
	
	 CUMULATIVE QUARTER 

	
	 CURRENT YEAR 
	
	 PRECEDING YEAR 
	
	 CURRENT YEAR 
	
	 PRECEDING YEAR 

	
	 QUARTER 
	
	CORRESPONDING  
	
	 TO DATE 
	
	CORRESPONDING  

	
	
	
	QUARTER
	
	
	
	PERIOD

	
	31.3.2003
	
	31.3.2002
	
	31.3.2003
	
	31.3.2002

	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 

	
	
	
	(Restated)
	
	
	
	(Restated)

	
	
	
	
	
	
	
	

	Revenue
	      11,114 
	
	10,406 
	
	      11,114 
	
	10,406 

	
	
	
	
	
	
	
	

	Operating expenses
	   (8,579)
	
	   (8,129)
	
	   (8,579)
	
	   (8,129)

	
	
	
	
	
	
	
	

	Other operating income
	       92 
	
	       2,276 
	
	       92 
	
	       2,276 

	
	
	
	
	
	
	
	

	Profit from operations
	     2,627 
	
	      4,553
	
	     2,627 
	
	      4,553

	
	
	
	
	
	
	
	

	Finance costs
	       (31)
	
	       (142)
	
	       (31)
	
	       (142)

	
	
	
	
	
	
	
	

	Investing results
	               - 
	
	               - 
	
	               - 
	
	               - 

	
	
	
	
	
	
	
	

	Profit before taxation
	       2,596 
	
	       4,411 
	
	       2,596 
	
	       4,411 

	
	
	
	
	
	
	
	

	Taxation
	       (618)
	
	       (768)
	
	       (618)
	
	       (768)

	
	
	
	
	
	
	
	

	Profit after taxation
	       1,978 
	
	       3,643 
	
	       1,978 
	
	       3,643 

	
	
	
	
	
	
	
	

	Minority interest
	          - 
	
	          (119) 
	
	          - 
	
	          (119) 

	
	
	
	
	
	
	
	

	Pre-acquisition profits
	             - 
	
	             (3,525) 
	
	             - 
	
	             (3,525) 

	
	
	
	
	
	
	
	

	Net profit/(loss) for the period
	    1,978 
	
	    (1) 
	
	    1,978 
	
	    (1) 

	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	     4.95 
	
	     14.51 
	
	     4.95 
	
	     14.51 

	
	
	
	
	
	
	
	

	Diluted earnings per share (sen)
	-
	
	-
	
	-
	
	-


The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial statements.
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Quarterly Report on Consolidated Results for the First Quarter As At 31 March 2003.

The figures have not been audited.

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 31 MARCH 2003

	
	
	
	AS AT

	
	AS AT END
	
	PRECEDING

	
	OF CURRENT
	
	FINANCIAL

	
	QUARTER
	
	YEAR END

	
	31.3.2003
	
	31.12.2002

	
	RM’000
	
	RM’000

	
	
	
	(Restated)

	
	
	
	

	Property, plant and equipment
	23,986
	
	23,699

	
	
	
	

	Goodwill
	30
	
	30

	
	
	
	

	Current assets
	
	
	

	Inventories
	8,573
	
	8,680

	Debtors
	16,486
	
	18,244

	Tax recoverable
	121
	
	121

	Fixed deposits pledged for bank borrowings
	484
	
	484

	Cash and cash equivalents
	17,113
	
	19,454

	
	42,777
	
	46,983

	
	
	
	

	Current liabilities
	
	
	

	Trade and other creditors
	6,240
	
	7,758

	Short term borrowings
	572
	
	4,981

	Provision for taxation
	1,056
	
	897

	
	7,868
	
	13,636

	
	
	
	

	Net current assets
	34,909
	
	33,347

	
	
	
	

	
	58,925
	
	57,076

	
	
	
	

	Share capital
	40,000
	
	40,000

	Share premium
	4,255
	
	4,255

	Reserve on consolidation
	3,642
	
	3,691

	Retained profits
	8,445
	
	6,467

	Shareholders' fund
	56,342
	
	54,413

	Long term liabilities
	578
	
	629

	Deferred taxation
	2,005
	
	2,034

	
	
	
	

	
	58,925
	
	57,076

	
	
	
	

	Net tangible assets per share (RM)
	1.41
	
	1.36


The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial statements.
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Quarterly Report on Consolidated Results for the First Quarter Ended 31 March 2003.

The figures have not been audited.

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE QUARTER ENDED 31 MARCH 2003

	
	 CUMULATIVE 
	
	 PRECEDING YEAR 

	
	 CURRENT YEAR 
	
	 CORRESPONDING  

	
	 QUARTER 
	
	PERIOD

	
	31.3.2003
	
	31.3.2002

	
	 RM'000 
	
	 RM'000 

	
	
	
	

	Cash flows from operating activities
	
	
	

	Profit before taxation
	2,596
	
	       - 

	Adjustments for :
	
	
	

	- Non-cash items
	401
	
	               - 

	- Non-operating items
	(51)
	
	              - 

	Operating profit before working capital changes
	2,946
	
	                 - 

	Inventories
	107
	
	                  - 

	Debtors
	1,758
	
	                 - 

	Creditors
	(1,519)
	
	                   - 

	Cash generated from operations
	3,292
	
	                    - 

	Interest paid
	(31)
	
	               - 

	Taxation paid
	(487)
	
	                 - 

	Net cash from operating activities
	2,774
	
	                  - 

	
	
	
	

	Cash flows from investing activities
	
	
	

	Interest received
	81
	
	              - 

	Purchase of property, plant and equipment
	(737)
	
	                   - 

	Proceeds from disposal of property, plant and equipment
	1
	
	                - 

	
	
	
	

	Net cash used in investing activities
	(655)
	
	                 - 

	
	
	
	

	Cash flows from financing activities
	
	
	

	Repayment of bank borrowings
	(4,409)
	
	                   - 

	Payment of hire purchase creditors
	(51)
	
	                         - 

	
	
	
	

	Net cash from financing activities
	(4,460)
	
	                - 

	
	
	
	

	Net decrease in cash and cash equivalents
	(2,341)
	
	

	
	
	
	

	Cash and cash equivalents at beginning
	19,454
	
	

	
	
	
	

	Cash and cash equivalents at end
	17,113
	
	            - 


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial statements.
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Quarterly Report on Consolidated Results for the First Quarter Ended 31 March 2003.

The figures have not been audited.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE QUARTER ENDED 31 MARCH 2003

	
	 Share 
	
	 Share 
	
	 Reserve on 
	
	 Retained 
	
	

	
	 capital 
	
	 premium 
	
	 consolidation 
	
	 profits 
	
	Total

	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 

	
	
	
	
	
	
	
	
	
	

	3 month quarter ended 31 March 2003
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Balance at 1.1.2003 as previously reported
	40,000
	
	4,255
	
	4,378
	
	6,492
	
	55,125

	
	
	
	
	
	
	
	
	
	

	Prior year adjustments
	-
	
	-
	
	(687)
	
	(25)
	
	(712)

	
	
	
	
	
	
	
	
	
	

	Balance at 1.1.2003 as restated
	40,000
	
	4,255
	
	3,691
	
	6,467
	
	54,413

	
	
	
	
	
	
	
	
	
	

	Amortisation
	-
	
	-
	
	        (49)
	
	-
	
	(49)

	
	
	
	
	
	
	
	
	
	

	Net profit for the period
	              - 
	
	       - 
	
	-
	
	       1,978 
	
	        1,978 

	
	
	
	
	
	
	
	
	
	

	Balance at 31.3.2003
	       40,000 
	
	 4,255 
	
	3,642 
	
	8,445
	
	56,342

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	

	3 month quarter ended 31 March 2002
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Balance at 1.1.2002
	-
	
	      - 
	
	                   - 
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	

	Amortisation
	-
	
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	

	Net profit for the period
	              - 
	
	       - 
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	

	Balance at 31.3.2002
	-
	
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial statements.

EKC-4
Selected Explanatory Notes

1. Accounting policies and method of computation

The interim financial statements are unaudited and have been prepared in accordance with the requirements MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Kuala Lumpur Stock Exchange. 

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2002. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of Eng Kah Corporation Berhad (“ENGKAH” or “Company”) and its wholly-owned subsidiary companies, Eng Kah Enterprise Sdn. Bhd. (“EKE”), Eng Kah Enterprise (KL) Sdn. Bhd. (“EKL”) and Eng Kah (H.K.) Limited (“EHK”), hereinafter referred to as the (“Group”) since the financial year ended 31 December 2002.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 December 2002, except for the adoption of MASB 25 Income Taxes which became effective for the Group from 1 January 2003. The changes and effects of adopting MASB 25 which resulted in prior year adjustments are as follows :

Change in accounting policy

Under MASB 25, deferred tax liabilities are recognized for all taxable temporary differences. Previously, deferred tax liabilities were provided for on account of timing differences only to the extent that a tax liability was expected to materialize in the foreseeable future. In addition, the Group has commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilised. Previously, deferred tax assets were not recognized unless there was reasonable expectation of their realization.

Prior year adjustments

	
	2003

RM’000
	2002

RM’000

	Effect on retained profits
	
	

	At 1 January, as previously disclosed
	6,492
	-

	Effect of adopting MASB 25
	(25)
	-

	At 1 January, as restated
	6,467
	-

	
	
	

	Effect on reserve on consolidation
	
	

	At 1 January, as previously disclosed
	4,378
	-

	Effect of adopting MASB 25
	(687)
	-

	At 1 January, as restated
	3,691
	-

	
	
	

	Effect on deferred taxation
	
	

	At 1 January, as previously disclosed
	1,322
	-

	Effect of adopting MASB 25
	712
	-

	At 1 January, as restated
	2,034
	-
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	2003

RM’000
	2002

RM’000

	
	
	

	
	
	

	Effect on taxation expense
	
	

	For the period ended 31 March, as previously disclosed
	(513)
	(772)

	Effect of adopting MASB 25
	-
	4

	For the period ended 31 March, as restated
	(513)
	(768)

	
	
	

	Effect on pre-acquisition profits
	
	

	For the period ended 31 March, as previously disclosed
	-
	(3,521)

	Effect of adopting MASB 25
	-
	(4)

	For the period ended 31 March, as restated
	-
	(3,525)

	
	
	


2. Auditors’ report

The auditors’ report of the on the financial statements for the year ended 31 December 2002 was not qualified.

3. Comment on seasonality or cyclicality of operation

Generally, the sales for the Group's products are higher in the second half of the year due to higher demand for the Group's products during festive seasons.

4.        Exceptional items

There was no exceptional item for the current period to date under review.

5.
Estimates


There were no changes to the estimates that have been used in the preparation of the current financial statements.

6.
Issuance or repayment of debt/equity securities


There were no issuances, cancellation, repurchase, resale and repayment of debt and equity securities during the current quarter.

7.
Dividends

No interim dividends have been declared or paid by the Company for the current quarter ended 31 March 2003.
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8.
Segmental information


Segmental information is presented in respect of the Group’s business segments. 

	
	Personal

care
	Household
	Investment

holding
	Elimination
	3 month quarter ended

31.3.2003

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

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Revenue from external customers
	8,856
	2,197
	-
	-
	11,053

	Inter-segment revenue
	66
	-
	-
	(66)
	-

	
	8,922
	2,197
	-
	
	11,053

	Interest income
	
	
	
	
	61

	Total revenue
	
	
	
	
	11,114

	
	
	
	
	
	

	Segment results
	2,053
	451
	9
	33
	2,546

	Interest expense
	
	
	
	
	(31)

	Interest income
	
	
	
	
	81

	Profit before taxation
	
	
	
	2,596

	Taxation
	
	
	
	
	(618)

	Profit after taxation
	
	
	
	
	1,978

	Minority interest
	
	
	
	
	-

	Net profit for the period
	
	
	
	1,978

	
	
	
	
	
	


9.
Valuation of property, plant and equipment


There were no changes in the valuation of property, plant and equipment since the last audited financial statements for the year ended 31 December 2002. 

10.
Subsequent events


In the opinion of the Directors, no material events have arisen between the end of the reporting quarter and the date of this announcement.

11.
Changes in the composition of the Group

There was no change in the composition of the Group for the current quarter. 

12.
Contingent liabilities and contingent assets


As at the date of this report, the Company issued a corporate guarantee of RM20.44 million for banking facilities granted by financial institutions to EKE and EKL.

13.      Capital commitments


There is no capital commitment at the end of the current quarter.
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Additional Disclosures In Compliance With The Kuala Lumpur Stock Exchange’s Listing Requirements

1.
Operations review

The Group’s Profit Before Taxation for the preceding year corresponding quarter was RM4.411 million. Of which, approximately RM2.2 million arising from the gain on disposal of investment in EKL by EKE, as part of the Group’s restructuring exercise pertaining to its listing on the Second Board of Kuala Lumpur Stock Exchange in August 2002.

           As such, the Group’s Profit Before Taxation for the preceding year corresponding quarter, net of gain arising from the disposal of EKL as stated above, was approximately RM2.211 million. As compared with RM2.596 million of the reporting quarter, the increase of 17.41% was mainly attributed to the improvement in revenue as well as the increase in the turnover of products, which can command higher profit margin for the reporting quarter.

2.
Comment on material change in profit before taxation vs. preceding quarter

The Group reported a lower Profit Before Taxation of RM2.596 million for the reporting quarter ended 31 March 2003 as compared with RM3.895 million of the preceding quarter ended 31 December 2002.

The lower revenue was mainly due to the expected lower demand for the Group’s products in the first half of the year. 

Generally, the second half of the year is a busier period compared with the first half of the year due to festive seasons. As such, the revenue for the reporting quarter is lower than the preceding quarter.

3.
Prospect

Barring unforeseen circumstances, the Group’s performance for the financial year ending 31 December 2003 is expected to be satisfactory.

4.        Profit forecast variance

The disclosure requirement for explanatory notes for the variance of actual profit after tax and minority interest is not applicable.

5.        Tax expense

Taxation comprises the following

	
	Current year quarter

31.3.2003

RM’000
	Current year to date

31.3.2003

RM’000

	
	
	

	Based on results for the period: 
	
	

	Current taxation
	647
	647

	Deferred taxation
	(29)
	(29)

	Tax expense
	618
	618
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Reconciliation of statutory tax rate to effective tax rate :

	
	Current year quarter

31.3.2003

%
	Current year to date

31.3.2003

%

	
	
	

	Statutory tax rate
	28
	28

	
	
	

	Tax rate applicable to utilisation of reinvestment allowances
	(4)
	(4)

	
	
	

	Effective tax rate
	24
	24


6.        Sale of unquoted investments and/or properties

There were no sale of unquoted investments and properties for the current quarter under review.

7.
Purchase and sale of quoted securities

(a) There were no purchases or disposals of quoted securities for the current quarter under review.

(b) There were no investments in quoted securities as at the end of the reporting period.

8.        Status of corporate proposals

There was no any corporate proposal being carried out during the period under review.
The Company has made an announcement on 11 February 2003 that the balance of unutilized proceeds arising from the rights and public issues from the IPO exercise, amounting to RM2.5 million is expected to be utilized by November 2003.

9.
Group borrowings and debt securities

	Group Borrowings
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	
	
	
	

	Short term borrowings
	
	
	

	
	
	
	

	Hire purchase creditors
	204
	-
	204

	Bankers’ acceptance
	368
	-
	368

	Sub-total
	572
	-
	572

	
	
	
	

	Long term borrowings
	
	
	

	
	
	
	

	Hire purchase creditors
	578
	-
	578

	Total Borrowings
	1,150
	-
	1,150


The above Group borrowings are denominated in Ringgit Malaysia.
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10.
Off balance sheet financial instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this report. 
11.
Pending material/related litigations

Save as disclosed below, the material/related litigations pending since 31 December 2002 up to the date of this report, neither ENGKAH nor any of its subsidiary companies are engaged in any material/related litigation, either as plaintiff or defendant and the Directors of ENGKAH are not aware of any proceedings pending or threatened against the Company or its subsidiary companies or of any facts likely to give rise to any proceedings which might materially or adversely affect the position of the Group.

Material litigation

(a)
A pending civil proceeding instituted by EKE (as plaintiff) against Tontonku Sdn. Bhd. (as Defendant) under Civil Suit No: 52-1140-97, Penang Session Court whereunder EKE has made the following claims: -

(i)
RM188,256.30 as at 21 August 1990 being the unpaid for goods sold and delivered;

(ii)
interest of RM14,137.04 as at 15 July 1990;

(iii)
further interests to accrue at the rate of two (2) per centum per mensem from 16 July 1990 until full settlement;

(iv)
RM296,288.52 as at 17 September 1990 being special damage for stock purchased and kept by EKE for the Defendant's use; and

(v)
interest on the said RM296,288.52 at the rate 8.0% per month from the date of filing of the Summons until full settlement.

The solicitors acting for EKE for the above proceeding, Messrs Tang Khye Kian & Co., is of the opinion that EKE has a "good chance of winning" the abovementioned suit. The case is now pending the administrative transfer from the jurisdiction of the Sessions Court to that if the High Court.

Tohtonku Sdn. Bhd. has filed a counter-claim against EKE under Civil Suit No: 52-1140-97, Penang Session Court referred to in note (a) above for the following;

(i)
RM146,035.34;

(ii)
general damages for breach of contract;

(iii)
incentives amount of RM30,000.00;

(iv)
interest at the rate of 8% per annum from 9 February 1990 until full settlement; and 

(v)
costs.
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The solicitors acting for EKE for the above proceeding, Messrs Tang Khye Kian & Co., is of the opinion that EKE has a good defence to the counter-claim and that EKE has a good chance of success in defeating the said counter-claim by Tohtonku Sdn. Bhd.

(b)
Kheng Bee Construction Sdn. Bhd. ("Contractor") has instituted a civil suit under Shah Alam High Court Summons No. MT3-22-434-2001 against EKE for a sum of RM296,350.40, being the balance payment of the contract price arising from a construction contract made in July 1997 for certain extension and renovation works in EKL's factory premise at No. 14A, Kawasan MIEL, Jalan Modal 23/2, Shah Alam, Selangor ("the Project").

The consultant, Draften Design Management (M) Sdn. Bhd. ("Consultant"), for the Project has advised EKE that EKE is entitled to claim liquidated damages in a sum of RM318,000 against the Contractor for the failure and delay on the part of the Contractor in completing the Project within the stipulated contractual period.

The solicitors acting for EKE, Messrs Chuah Teo & Co has filed a Statement of Defence and counter-claim against the Contractor whereunder EKE counter-claimed for RM318,000 being the agreed liquidated damages payable by the Contractor for late completion of the Project.

Messrs Chuah Teo & Co has filed a Summons-in-Chambers for leave to issue a Third Party Notice against the Consultant and the Court has duly granted the same so that in the event there is a liability being established against EKE, the Consultant shall be made liable to apportion the said claim.

The Consultant had, vide their solicitors, Messrs Tengku Azlina, Rao, Low & Associates filed its statement of Defence for Third Party and the Court has fixed 12 December 2003 as the next date for the case management.

Messrs Chuah Teo & Co is of the opinion that EKE has a good and valid defence and is likely to succeed in the counter-claim as set-off.

12.      Dividend

No interim dividends have been declared or paid by the Company for the current quarter ended 31 March 2003.

13.
Basis of calculation of earnings per share

	
	Current year quarter

31.3.2003
	Current year to date

31.3.2003

	
	
	

	Net profit (RM’000)
	1,978
	1,978

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	40,000
	40,000

	
	
	

	Basic earnings per share (sen)
	4.95
	4.95

	
	
	


There is no diluted earnings per share as the Company does not have any convertible financial instruments as at the current year quarter and current year to date.
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