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ADVENTA BERHAD

(Incorporated in Malaysia)

PART A - EXPLANATORY NOTES PERSUANT TO MASB 26

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 Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the period ended 31 January 2004. 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 period ended 31 January 2004. 

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the period ended 31 January 2004.

2. AUDITORS’  REPORT  ON  PRECEDING  ANNUAL  FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the period ended 31 January 2004 was not qualified.

3. COMMENTS ABOUT SEASONAL, CYCLICAL AND EXCEPTIONAL FACTORS

The Group’s sales is not subject to seasonal or cyclical fluctuations. However the main raw material, latex, is affected by the season, weather and supply-demand conditions. The fuel cost has increased by an average of 5% over the last quarter. 

4. UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE

There were no unusual items affecting assets, liabilities, equity, net income and cash flows during the financial period ended 31 January 2005.

5. CHANGES IN ESTIMATES

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

6. DEBTS AND EQUITY SECURITIES

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter and the financial year to date. 

7. DIVIDENDS PAID

The Company had made payment for the 3% (tax exempt) interim dividend amounting to RM1,350,000, that was declared on 27th September 2004 during the current quarter.

8. SEGMENTAL INFORMATION

	
	Current quarter 
	
	Cumulative quarter 

	
	3 months ended
	
	12 months ended

	
	31.01.2005
	
	31.01.2005

	
	  RM’000
	
	  RM’000

	Segment Revenue
	
	
	

	
	
	
	

	Malaysia
	34,119
	
	100,937

	Germany
	1,217
	
	10,743

	Total revenue including inter-segment sales
	35,336
	
	111,681

	Elimination of inter-segment sales
	(3,079)
	
	(9,134)

	Total revenue
	32,257
	
	102,546

	
	
	
	

	Segment Results
	
	
	

	
	
	
	

	Malaysia
	6,308
	
	15,471

	Germany
	(1,125)
	
	(765)

	Elimination
	(25)
	
	(14)

	Profit from operations
	5,158
	
	14,692


9. CARRYING AMOUNT OF REVALUED ASSETS

The valuations of leasehold land and buildings were made by the directors based on an independent firm of professional valuers on the basis of open market values on existing use basis.

10. SUBSEQUENT EVENTS

There were no material events subsequent to the end of the current quarter except as stated below :

(i) The incorporation of a new subsidiary in Malaysia, namely Adventa Health Sdn Bhd, with a paid up capital of RM2.00

(ii) The incorporation of  a new subsidiary in Hong Kong, namely Suizze Health Limited with a paid up capital of HKD10,000.00 

(iii) The incorporation of  a new subsidiary in Hong Kong, namely Cozena Limited with a paid up capital of HKD10,000.00 

(iv) The acquisition of  100% equity interest of Kevenoll SA, a dormant company in Uruguay by the subsidiary company, Cozena Limited, at a total cash consideration of UYP350,000.00 (equivalent to RM52,097.70). 

11. CHANGES IN COMPOSITION OF THE GROUP

On 1 April 2004, the Group has completed the acquisition of five subsidiaries as follows:

	Profit Point Manufacturing Sdn.Bhd.

	Ulma International GmbH

	Nusaco Sdn. Bhd.

	Terang Nusa Sdn. Bhd.

	American Healthcare (M) Sdn. Bhd.


And during current quarter the Company had completed the acquisition of a subsidiary in Malaysia, namely Purnabina Sdn Bhd.

The effect of this acquisition that have been included in the interim financial statement are as follows

	
	
	RM’000

	
	
	

	Revenue for 12 months ended 31 January 2005
	
	102,546

	
	
	

	Profit before taxation for the 12 months ended 31 January 2005
	
	13,485

	
	
	

	Cash flows for the 12 months ended 31 January 2005
	
	

	Cash flows from operating activities
	
	2,003

	Cash flows from investing activities
	
	(33,810)

	Cash flows from financing activities
	
	34,473


The aggregate net assets of the subsidiaries acquired were RM37,331 millions as at 31 January 2005.

12. CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS

As at   31 January 2005, the Company has outstanding contingent liabilities amounting to RM51,700,000.00 (2004 : RM Nil ) being corporate guarantees given to financial institutions and  suppliers for banking facilities and material supplies to the Group’s subsidiaries.                                                                                                                              

13. CAPITAL COMMITMENTS

The amount of commitments for the purchase of property, plant and equipment not provided for in the financial statements as at 31 January 2005 is as follows:

                                                                                                                        RM’000

Approved and contracted for                                                                             4,636

14.  PERFORMANCE REVIEW

The results for the quarter ended 31 January 2005 was prepared based on the acquisition of the subsidiaries as shown in Note 11. The Group recorded a revenue of RM32.257 million for the current quarter ended 31 January 2005, representing a slight increase of 4% as compared to the revenue of the previous quarter. The acquisition of the five subsidiaries was completed on 1 April 2004. Hence only ten month’s consolidated result is shown in this report and the acquisition of Purnabina Sdn Bhd during the current quarter only contributes 3 month’s results to the Group.  As such no comparison can be made against the preceding year corresponding quarter.

15. COMMENTS ON MATERIAL CHANGE IN PROFIT BEFORE TAXATION

The Group recorded a consolidated profit before tax of RM4.931 million for the fourth quarter ended 31 January 2005 as compared to RM3.890 million for the preceding quarter ended 31 October 2004. The increase was in line with the increase in the revenue, interest cost savings and cost cutting exercise. No comparison can be made against the preceding year corresponding quarter as the acquisition of subsidiaries was completed on 1 April 2004.

16.  COMMENTARY ON CURRENT YEAR PROSPECTS  

The Company expects continuous strong growth in all its activities, manufacturing and trading.  The company’s core business of surgical gloves manufacturing is growing as expected in current market shares and new markets.  By winning the prestigious INDUSTRY EXCELLENCE AWARD 2004 by Ministry of International Trade and Industry Malaysia (Special Award for products excellence (innovative products) ) the Company shows its ability to develop new product lines that are ahead of the market .

The Directors of the Company is confident that with the ability to consistently manufacture premium quality gloves, and the continuous efforts to explore into new product innovations, the Company will be able to compete strongly in the industry and generate growth in its businesses.

17.  PROFIT FORECAST 

As stated in Prospectus of the Company dated 9 June, 2004, the estimated profit after tax for the year ended 31 January, 2005 is RM10.8 million. There is no variance of   more than 10% of realized profit after tax from the forecast.

18. TAXATION

	
	Current quarter 
	
	Cumulative quarter 

	
	3 months ended
	
	12 months ended

	
	31.01.2005
	
	31.01.2005

	
	  RM’000
	
	  RM’000

	Tax expense
	              (176)
	
	             657

	Deferred Tax
	              200
	
	          1,550

	
	            24
	
	          2,207


One of the subsidiaries has been granted pioneer status under the Promotion of Investments Act, 1986 for a period of 5 years. The profits made are therefore exempted from income tax. 

The effective tax rate of the Group is lower than that of the statutory tax rate due to tax incentives claimed of reinvestment allowances and profits exempted under pioneer status. 

19. SALE OF UNQUOTED INVESTMENTS AND PROPERTIES

There was no sale of unquoted investments and properties during the financial year ended 31 January 2005.

20. MARKETABLE SECURITIES

There was no purchase or disposal of marketable securities during the financial year ended 31 January 2005.

21. CORPORATE PROPOSALS

(a)  Status of Corporate Proposals

There were no corporate proposals announced which remain uncompleted at the end of the financial year 31 January 2005 except the establishment of an Employees’ Share Option Scheme (“ESOS”)

(b) Status of Utilisation of Proceeds

The total gross proceeds of RM57,000,000 raised from Public Issue and Placement are utilised in the following manner:

	Utilisation
	Expected time frame for utilization
	Amount
	Amount utilised As At 31.01.05
	Balance Not Utilised As At 31.01.05

	
	
	RM’000
	  RM’000
	RM’000

	
	
	
	
	

	Capital expenditure
	1st quarter 2005
	    14,700
	11,700
	          3,000

	Repayment of bank borrowings
	3rd quarter 2004
	    10,000
	10,000
	        -

	Research and development
	1st quarter 2005
	        500
	14
	            486

	Estimated listing expenses
	2nd and 3rd quarter 2004
	     2,000
	2,000
	            -

	Working capital
	Progressively
	   29,800
	16,099
	        13,701             

	Total
	
	   57,000
	    39,813
	        17,187


22. BORROWINGS AND DEBT SECURITIES

	
	
	
	
	As at 31.01.05

	
	
	
	
	RM’000

	
	
	
	
	

	Short Term Borrowings
	
	
	
	

	Secured
	
	
	
	13,194

	Unsecured
	
	
	
	    428

	
	
	
	
	13,622

	
	
	
	
	

	Long Term Borrowings:
	
	
	
	

	Secured
	
	
	
	-

	Unsecured
	
	
	
	   298

	
	
	
	
	298

	
	
	
	
	

	Total Borrowings
	
	
	
	13,920


23. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with material off balance sheet risk at the date of this quarterly report except for the following:

	
	
	
	
	Contracted

	
	
	
	
	Quantity

	
	
	
	
	Kg’000

	Raw Material contracts:
	
	
	
	

	Within one year
	
	
	
	3,070


The Group entered into contracts to purchase specified amounts of latex to cover its physical requirements. At the date of this report, the value of outstanding contracts cannot be determined as the contracts entered into are at contract uplift prevailing   rate plus a pre-determined premium.

24. CHANGES IN MATERIAL LITIGATION

As the date of this report, there was no change in material litigation, including the status of pending material litigation since the last annual balance sheet date of 31 January 2004. The Company has no litigation against it.

25. DIVIDEND PAYABLE

The Board of Directors had declared an interim dividend on 27th Sept 2004 for the financial year ending 31 January 2005 of 0.3 sen per share comprising 0.3 sen tax exempt on the enlarged capital of RM45,000,000 representing 450,000,000 ordinary shares of RM0.10 each.

The interim dividend was paid on 3 December 2004 to shareholders whose names appear in the Record of Depositors on 19 November 2004.

A Depositor shall qualify for entitlement only in respect of :-

(i) Shares transferred into the Depositors’s securities account before 4.00 pm on 

        19 November 2004 in respect of ordinary transfers.

(ii) Shares bought on the Bursa Malaysia Securities Berhad (“ BMSB’’) on a cum 

         entitlement basis according to the Rules of the BMSB. 

The Directors do not recommend the payment of a dividend for the current financial period under review.

26. EARNINGS PER SHARE

Basic earnings per 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 quarter 
	
	Cumulative quarter 

	
	3 months ended
	
	12 months ended

	
	31.01.2005
	
	31.01.2005

	
	
	
	

	Net profit for the period (RM’000)
	          4,877
	
	        11,248

	Weighted average number of ordinary shares in issue 
	        393,000
	
	      393,000

	
	
	
	

	Basic earnings per share (sen)
	           1.24
	
	         2.86

	
	
	
	


No diluted earnings per share were presented as there were no potential dilutive ordinary shares outstanding as at 31 January 2005.

27. AUTHORISED FOR ISSUE

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 23 March 2005.

By Order of the Board

Adventa Berhad

CHUA SIEW CHUAN

Company Secretary MAICSA 0777689

