CAELY HOLDINGS BHD. (Company No. 408376 U)


(Incorporated In Malaysia)


CAELY HOLDINGS BHD.

Unaudited Interim Financial Statements

For The Nine Months Ended 30 September 2003

CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2003

(The figures have not been audited)




Preceding Year

Preceding



Current Year
Corresponding
Current Year
Corresponding



Quarter
Quarter
To Date
Year to Date



30.09.2003
30.09.2002
30.09.2003
30.09.2002



RM
RM
RM
RM

Revenue

16,249,211
13,331,065
47,630,923
37,748,377

Operating expenses

(13,796,970)
(11,605,190)
(41,501,312)
(33,882,322)

Other operating income

330,075
250,932
775,662
684,282


Profit from operations

2,782,316
1,976,807
6,905,273
4,550,337

Finance cost

(189,011)
(277,064)
(779,318)
(630,433)


Profit from ordinary activities

 before taxation

2,593,305
1,699,743
6,125,955
3,919,904

Taxation

(535,242)
117,884
(1,519,242)
(352,676)


Profit from ordinary activities

 after taxation

2,058,063
1,817,627
4,606,713
3,567,228

Minority interest

0
(72)
0
0


Net profit for the period

2,058,063
1,817,555
4,606,713
3,567,228


Earnings per share:

- basic (sen)

2.9
3.3
7.6
6.4

- diluted (sen)

N/A
N/A
N/A
N/A


The Condensed Consolidated Income Statements should be read in conjunction with the audited financial statements for the financial year ended 31 December 2002.

CONDENSED CONSOLIDATED BALANCE SHEET







AS AT 30 SEPTEMBER 2003





Unaudited






30.09.2003
31.12.2002






RM
RM

NON CURRENT ASSETS

Property, plant and equipment


26,496,004
24,783,884


CURRENT ASSETS

Inventories



29,455,024
27,160,719

Debtors, deposits and prepayments


11,297,438
12,499,059

Tax recoverable



723,194
1,296,630

Deposits, bank and cash balances


5,570,462
1,871,383






47,046,118
42,827,791


CURRENT LIABILITIES

Creditors and accruals



4,389,525
5,819,634

Finance lease and hire-purchase creditors


0
152,969

Short term bank borrowings



1,480,424
9,242,595

Term loans 



0
618,103

Income tax payable



7,200
1,200






5,877,149
15,834,501


NET CURRENT ASSETS



41,168,969
26,993,290


NON CURRENT LIABILITIES

Finance lease and hire-purchase creditors


0
171,916

Term loans



0
2,777,154

Deferred tax liabilities



1,505,862
1,505,862






1,505,862
4,454,932






66,159,111
47,322,242


CAPITAL AND RESERVES

Share capital



40,000,000
27,708,000

Reserves



26,159,111
19,614,242






66,159,111
47,322,242


Net Tangible Assets per share of RM0.50 each (RM)
0.83
0.85

The Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements for the financial year ended 31 December 2002. 

CONDENSED STATEMENT OF CHANGES IN EQUITY

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2003

(The figures have not been audited)



Non-distributable

Distributable







Total



Share
Reserve on
Revaluation
Retained 
shareholders’


Share capital
premium
consolidation
reserve
profits
equity


At 1 January 2003
RM
RM
RM
RM
RM
RM

As previously reported
27,708,000
0
80,344
4,382,446
15,506,314 
47,677,104

Effect on change in

 policy – MASB 25
0
0
0
(470,800)
115,938 
(354,862)


As restated
27,708,000
0
80,344
3,911,646
15,622,252
47,322,242

Issuance of shares

 - Initial Public Offering
12,292,000
3,687,600
0
0
0
15,979,600

Listing expenses *
0
(1,749,444)
0
0
0
(1,749,444)

Net profit for the period
0
0
0
0
4,606,713
4,606,713


At 30 September 2003
40,000,000
1,938,156
80,344
3,911,646
20,228,965
66,159,111




Non-distributable

Distributable







Total



Share
Reserve on
Revaluation
Retained 
shareholders’


Share capital
premium
consolidation
reserve
profits
equity


At 1 January 2002
RM
RM
RM
RM
RM
RM

As previously reported
27,708,000
0
80,344
0
8,960,291 
36,748,635

Effect on change in

 policy – MASB 25
0
0
0
0
120,418 
120,418


As restated
27,708,000
0
80,344
0
9,080,709
36,869,053

Net profit for the period
0
0
0
0
3,567,228
3,567,228


At 30 September 2002
27,708,000
0
80,344
0
12,647,937
40,436,281


* Expenses not recognized in the income statement
The Condensed Statement of Changes in Equity should be read in conjunction with the audited financial statements for the financial year ended 31 December 2002.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2003

(The figures have not been audited)





30.09.2003
30.09.2002






RM
RM

CASH FLOWS FROM OPERATING ACTIVITIES

Net profit for the period



4,606,713
3,567,228

Adjustments for:






Property, plant and equipment

 - depreciation



1,031,798
848,520

 - loss/(gain) on disposals



568
(36,228)


Interest expense



607,097
518,048

Taxation



1,519,327
352,676





Gain on disposal of a subsidiary


0
(8,141)

Interest income



(53,217)
(85,868)

Other investment income 



(5,500)
0


Operating profit before changes in working capital

7,706,786
5,156,235

Changes in working capital:

Inventories



(2,294,305)
(2,177,260)

Debtors



235,708
1,023,586

Creditors



(1,430,109)
(693,932)


Cash flows generated from operations


4,218,080
3,308,629

Interest paid



(607,097)
(518,048)

Tax paid



(939,891)
(1,193,771)


Net operating cash flow



2,671,092
1,596,810


CASH FLOWS FROM INVESTING ACTIVITIES

Property, plant and equipment

 - payments for acquisition



(2,541,686)
(3,279,706)

 - proceeds from disposal



6,200
84,000

Proceeds from disposal of a subsidiary


0
83,217

Interest income received



53,217
85,868


Other investment income received


5,500
0


Net investing cash flow



(2,476,769)
(3,026,621)


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements for the financial year ended 31 December 2002. 

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2003 (Continued)

(The figures have not been audited)





30.09.2003
30.09.2002






RM
RM

CASH FLOWS FROM FINANCING ACTIVITIES

Repayments of short term bank borrowings


(2,262,403)
(1,936,630)

Repayments of finance lease and hire-purchase creditors arrangements
(364,885)
(184,196)

Repayments of term loans
(3,395,257)
(1,009,481)

Drawdown of term loan
0
3,500,000


Withdrawal of fixed deposit pledged as security
190,707
0

Proceeds from issuance of shares
15,979,600
0

Repayment of listing expenses
(952,530)
0


Net financing cash flow



9,195,232
369,693


Changes in cash and cash equivalents


9,389,555
(1,060,118)

Cash and cash equivalent at beginning of the period

(5,647,859)
(4,070,432)

4,978


Cash and cash equivalent at end of the period


3,741,696
(5,130,550)


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements for the financial year ended 31 December 2002. 

NOTES TO THE FINANCIAL INFORMATION

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange (‘KLSE’).

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial 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 the Group since the financial year ended 31 December 2002.

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended 31 December 2002 except for the adoption of MASB 25 to MASB 30, which became effective from 1 January 2003. The adoption of MASB 26 to MASB 30 have not given rise to any adjustments to the opening balances of retained profits of the prior year and the current period or to changes in comparatives. The changes and effects of adopting MASB 25 which resulting in prior year adjustments are set out below.

Prior to the adoption of MASB 25, no deferred tax liability was provided on the surplus arising from the revaluation of the Group’s properties. With the adoption of MASB 25, deferred tax is now provided for in full using the balance sheet liability method on temporary differences arising from tax bases of assets and liabilities and their carrying amounts.

The new accounting policy has no significant effect on the result of the Group for the nine months ended 30 September 2003. The other effects of the change on the Group’s interim financial statements are as follows:

Condensed Consolidated

Effect of


 Balance Sheet
As previously
change in




reported
policy
As restated


RM
RM
RM

At 1 January 2003

 - Deferred tax liabilities
1,151,000
354,862
1,505,862

 - Retained profits
15,506,314
115,938
15,622,252

 - Revaluation reserve
4,382,446
(470,800)
3,911,646



At 1 January 2002

- Deferred tax liabilities
659,000
(120,418)
538,582

 - Retained profits
8,960,291
120,418
9,080,709


NOTES TO THE FINANCIAL INFORMATION (continued)

2.
Qualification of auditors’ report 

The auditors’ report of the preceding annual financial statements ended 31 December 2002 was not subject to any qualification.

3. Seasonal or cyclical factors

The business of the Group was not affected materially by any seasonal or cyclical factors for the quarter under review.

4. Extraordinary or exceptional items

There were no extraordinary or exceptional items for the nine months ended 30 September 2003.

5.
Changes in estimates

There were no material changes in the estimates that have had a material effect in the current quarter.

6.
Debts and equity or securities

There were no issuance and repayment of debts and equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares for period under review except that the Company issued 24,584,000 new ordinary shares of RM0.50 each at an issue price of RM0.65 each pursuant to the listing of the Company on the Second Board of the KLSE on 31 July 2003.   

7.
Dividend Paid

No dividend was declared or paid for the nine months ended 30 September 2003.

8.
Segmental Information



Original


Direct
Equipment



Selling
Manufacturer
Own Brand
Others
Total

Nine months ended 
RM
RM
RM
RM
RM

 30.09.2003

Revenue

Sales 
6,751,266
40,489,744
1,108,490
840,724
49,190,224

Intersegment sales 
0
0
(718,577)
(840,724)
(1,559,301)



6,751,266
40,489,744
389,913
0
47,630,923


NOTES TO THE FINANCIAL INFORMATION (continued)

8.
Segmental Information



Original


Direct
Equipment



Selling
Manufacturer
Own Brand
Others
Total

Nine months ended 
RM
RM
RM
RM
RM

30.09.2003

Results

Segment result 
156,159
6,530,674
107,215
27,588
6,821,636

Unallocated income 




83,637


Profit from operations




6,905,273

Finance cost 




(779,318)


Profit from ordinary 






 activities before taxation
6,125,955

Taxation
(1,519,242)


Net profit for the period
4,606,713


Nine months ended

 30.09.2003

Other information

Segment assets 
13,993,026
41,490,841
14,185,653
3,141,143
72,810,663

Unallocated assets 




731,459


Total assets




73,542,122


Segment liabilities
2,741,470
2,769,185
307,939
43,939
5,862,533

Unallocated liabilities 




1,520,478


Total liabilities




7,383,011


Capital expenditure 
482,085
2,226,459
42,142
0
2,750,686

Depreciation 
180,188
665,135
186,364
111
1,031,798


NOTES TO THE FINANCIAL INFORMATION (continued) 

8.
Segmental information (continued)



Original


Direct
Equipment



Selling
Manufacturer
Own Brand
Others
Total

Nine months ended 
RM
RM
RM
RM
RM

 30.09.2002

Revenue

Sales 
7,599,284
29,268,813
1,374,602
707,870
38,950,569

Intersegment sales 
0
0
(494,322)
(707,870)
(1,202,192)



7,599,284
29,268,813
880,280
0
37,748,377


Nine months ended

 30.09.2002

Results

Segment result 
4,390
4,182,235
262,445
(7,767)
4,441,303




Unallocated income 




109,034


Profit from operations




4,550,337

Finance cost 




(630,433)


Profit from ordinary 






 activities before taxation
3,919,904

Taxation
(352,676)


Net profit for the period
3,567,228


Nine months ended

 30.09.2002

Other information

Segment assets 
13,392,047
32,806,088
10,683,065
283,849
57,165,049

Unallocated assets 




1,165,713


Total assets




58,330,762


Segment liabilities
7,247,921
8,032,782
1,834,224
45,982
17,160,909

Unallocated liabilities 




733,582


Total liabilities




17,894,491


Capital expenditure 
14,638
3,255,119
278,899
0
3,548,656


Depreciation 
181,234
493,834
173,341
111
848,520


NOTES TO THE FINANCIAL INFORMATION (continued)

9.
Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without any amendments from the financial statements for the financial year ended 31 December 2002. 

10.
Subsequent events

There have been no material events subsequent to the financial period end that require adjustment or disclosure in this interim financial statements.

11.
Changes in composition of the Group

There were no changes in the composition of the Group during the financial quarter under review.
12.
Contingent liabilities and contingent assets

There are no contingent liabilities nor contingent assets to be disclosed as at the date of this interim financial statements.

13.
Performance review

During the three months ended 30 September 2003, the Group recorded revenue of RM16,249,211 as compared to RM13,331,065 for the preceding year corresponding quarter. As a result, the Group achieved profit from ordinary activities before taxation of RM2,593,305 in the current financial quarter, an increase of  RM893,562, as compared to RM1,699,743 for the preceding year corresponding quarter. The improvement in these results is mainly due to contribution from original equipment manufacturer (‘OEM’) division and savings in finance cost from the IPO proceeds received.   

14.
Quarterly results comparison

The Group achieved revenue of RM16,249,211 for the current financial quarter under review, an increase of RM1,992,773, as compared to RM14,256,438 recorded in the immediate preceding quarter. The Group also recorded a net profit after tax of RM2,058,063 for the current financial quarter under review as compared to RM1,546,040 reported in the immediate preceding quarter. These improvements are mainly contributed from OEM division, general saving in finance cost and a lower Group’s effective tax rate. 

NOTES TO THE FINANCIAL INFORMATION (continued)

15.
Prospects for the current financial year

The Directors are of the opinion that performance of the Group for the remaining financial year should further improve barring any unforeseen circumstances.

16.
Profit forecast and profit guarantee

In conjunction with the IPO exercise on the Second Board of the KLSE, the Directors have forecasted the Group’s revenue and after tax profit in the prospectus for the financial year ending 31 December 2003 to be RM72.3 million and RM7.5 million respectively.

17. Taxation





Current Year
Current Year





Quarter
To Date





30.09.2003
30.09.2003





RM
RM


Taxation

 - current year



(453,800)
(1,499,800)

 - in respect of prior year



(19,442)
(19,442)

Deferred taxation

 - current year



(62,000)
0

 - in respect of prior year



0
0






(535,242)
(1,519,242)


The Group’s effective tax rate for the periods presented above was lower than the statutory income tax rate in Malaysia due to the availability of tax incentives and utilisation of tax losses for set off against taxable profit in certain subsidiary companies. 

18.
Unquoted investments and properties

There were no disposals of unquoted investments and properties during the financial period under review. 

19.
Quoted investments

The Group did not deal in any quoted investments in this quarter.

NOTES TO THE FINANCIAL INFORMATION (continued)

20. Corporate proposals

(a) Listing on Second Board of KLSE

The Company issued a prospectus dated 23 June 2003 for the issuance of 24,584,000 new ordinary shares of RM0.50 each at an issue price of RM0.65 per ordinary share by way of special and public issue payable in full on application in connection with the proposed listing of the Company on the Second Board of the KLSE. The new shares were fully subscribed for and the entire share capital of the Company was successfully listed on the Second Board on 31 July 2003.

(b) Utilisation of proceeds

Details of the proceeds raised from the IPO are as follows:


RM’000

Public Issue of 12,000,000 new ordinary shares of RM0.50 each
7,800

 at an issue price of RM0.65 per ordinary share

Special Issue of 12,584,000 new ordinary shares of RM0.50 each
8,180 

 at an of issue price of RM0.65 per ordinary share







15,980


As at 30 September 2003, the details of the utilization of share proceeds are as follows:



Utilisation




Proposed
as at 




utilisation
30.09.2003

Approved purposes


RM’000
RM’000

Repayment of bank borrowings


7,000
6,112

Repayment of term loan for


3,500
3,500

 construction of factory building

Purchase of plant and machinery


2,000
2,000

 and office equipment

Working capital


1,980
1,980

Estimated listing expenses


1,500
1,500







15,980
15,092


NOTES TO THE FINANCIAL INFORMATION (continued)

21.
Borrowings and debts securities

There were no debts securities for the current financial period to date. Particulars of the Group’s borrowings as at 30 September 2003 are as follows:




RM

Current

Secured bank overdrafts


755,424

Other secured bank borrowings

725,000

















1,480,424





 

All the above borrowings are denominated in Ringgit Malaysia.                                     

22.
Off balance sheet financial instruments

Foreign currency forward contracts are entered into by a subsidiary in currencies other than its functional currency to manage exposure to fluctuations in foreign currency exchange rates on specific transactions. Financial instruments are viewed as risk management tools by the Group and are not used for trading or speculative purposes.

The related accounting policies for the off balance sheet financial instruments are as disclosed in the financial statements for the financial year ended 31 December 2002. 


As at 30 September 2003, the off balance sheet risk financial instruments are as follows:

Hedged items
Currency bought
Currency sold
Contractual rates
RM equivalent


Trade debtors

 - future sales of goods
RM
USD
3.8051 - 3.8135
7,999,320



 - future sales of goods
RM
Euro
4.3430 - 4.3450
2,267,257

The settlement dates of the above open forward contracts range between 1 and 4 months. 

The fair value of outstanding forward contracts of the subsidiary at the balance sheet date was in a favourable net position of RM19,329.

23.
Changes in material litigation

There is no material litigation as at the date of this interim financial statements.

24.
Proposed Dividend


The Board of Directors does not recommend the payment of any dividend in respect of the financial period ended 30 September 2003.

NOTES TO THE FINANCIAL INFORMATION (continued)

25.
Earnings per share

The earnings per ordinary share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.





Current Year
Current Year





Quarter
To Date





30.09.2003
30.09.2003

Net profit for the period (RM)
2,058,063
4,606,713

Weighted average number of ordinary shares in issue 
71,805,333
60,879,111

Basic earnings per share (sen)
2.9
7.6

Diluted earnings per share (sen)
N/A
N/A


26.
Capital commitments

The amount of capital commitments not provided for in the interim financial statements as at 

30 September 2003 is as follows:

Capital expenditure authorised and contracted for:
RM

Office equipment
1,030,343

27.
Related party transactions

The Group has the following recurring related party transactions: 





Current Year
Current Year





Quarter
To Date





30.09.2003
30.09.2003





RM
RM

Purchase of goods/services from:

Rubysteel Metal Industry Sdn. Bhd.


539
3,442

 - a company in which a director/substantial shareholder has 

   an interest




Subsidiaries of CAM Resources Bhd. (“CAM”)

3,491
13,352



 - a substantial shareholder of CAM is deemed connected with  





   a director/substantial shareholder of the Company





NOTES TO THE FINANCIAL INFORMATION (continued)

27.
Related party transactions (continued)





Current Year
Current Year





Quarter
To Date





30.09.2003
30.09.2003





RM
RM

Purchase of goods/services from:





Finatec Enterprise



18,146
105,714

Hongdy Enterprise



48,792
148,851

Inner Beauty Enterprise



32,542
131,951

Phonix Enterprise



0
43,020

Perusahaan Tacly



62,537
213,530

 - business entities owned by siblings or brother in-law of 



   a director/substantial shareholder of the Company





Nyok Lan Garments Sdn. Bhd.


0
600

- a company owned by a sibling of a director/substantial shareholder

  of the Company



Construction/Renovation costs paid to:





Kimberlux Construction Sdn. Bhd.


31,300
1,140,023

 - a company in which certain directors/substantial shareholders





   have interests





Rental revenue received/receivable from:




Brick By Brick Sdn. Bhd.



1,200
3,600




Kimberlux Construction Sdn. Bhd.


1,500
4,500

Kimberlux Sdn. Bhd.



900
2,700

Prestige Gain Sdn. Bhd.



1,200
3,600

- companies in which certain directors/substantial shareholders





   have interests






28.
Authorisation for issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 11 November 2003.     
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