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ADVENTA BERHAD

(Incorporated in Malaysia)

PART A - EXPLANATORY NOTES PURSUANT 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 Chapter 9 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 2005. 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 2005. 

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 2005.

2. AUDITORS’  REPORT  ON  PRECEDING  ANNUAL  FINANCIAL STATEMENTS

The preceding audited financial statements for the period ended 31 January 2005 were not subject to any qualification.

3. COMMENTS ABOUT SEASONAL, CYCLICAL AND EXCEPTIONAL FACTORS

The Group’s operation is not subject to seasonal or cyclical fluctuations. However the main raw material, latex, is affected by the season, weather and supply-demand conditions. Latex price has increased by 6.4% over last quarter which have some impact on profits directly and indirectly 

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

There were no other unusual items affecting assets, liabilities, equity, net income and cash flows during the financial period ended 31 January 2006.

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

There were no dividends paid during the current quarter. 

8. SEGMENTAL INFORMATION

	
	Individual
	
	Quarter
	
	Cumulative
	
	Quarter

	
	Current Year  
	
	Preceding Year Corresponding 
	
	Current Year
	
	Preceding Year Corresponding 

	
	  Quarter
	
	Quarter
	
	to date
	
	year to date

	
	Ended
	
	Ended
	
	Ended
	
	Ended

	
	31-01-06
	
	31-01-05
	
	31-01-06
	
	31-01-05

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

	Segment Revenue
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Malaysia
	49,748
	
	63,004
	
	190,502
	
	129,823

	Germany
	1,812
	
	3,972
	
	7,356
	
	13,498

	Total revenue including inter-segment sales
	51,560
	
	66,976
	
	197,858
	
	143,321

	Elimination of inter-segment sales
	(24,040)
	
	(33,231)
	
	(71,774)
	
	(39,286)

	Total revenue
	27,520
	
	33,745
	
	126,084
	
	104,035

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Individual
	
	Quarter
	
	Cumulative
	
	Quarter

	
	Current Year  
	
	Preceding Year Corresponding 
	
	Current Year
	
	Preceding Year Corresponding 

	
	  Quarter
	
	Quarter
	
	to date
	
	year to date

	
	Ended
	
	Ended
	
	Ended
	
	Ended

	
	31-01-06
	
	31-01-05
	
	31-01-06
	
	31-01-05

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

	Segment Results
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Malaysia
	7,413
	
	10,403
	
	19,379
	
	19,567

	Germany
	(158)
	
	205
	
	(783)
	
	565

	Elimination
	(4,087)
	
	(6,073)
	
	(4,190)
	
	(6,062)

	Profit from operations
	3,168
	
	4,535
	
	14,406
	
	14,070


9. CARRYING AMOUNT OF REVALUED ASSETS

The Company did not carry out any revaluation on its property, plant and equipment in the current quarter to date. The values of property, plant and equipment have been brought forward, without any amendments from the previous audited annual financial statements.

10. SUBSEQUENT EVENTS

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

On 27 February 2006, the Company announced that it has proposed to consolidate its entire issued and paid-up share capital from the existing ordinary shares with par value of RM0.10 each into ordinary shares with par value of RM0.50 each via the consolidation of five (5) existing ordinary shares of RM0.10 each and the re-issuance in replacement thereof, with one (1) Consolidated Share. (Proposed Share Consolidation)

 It has also proposed a bonus issue of up to 38,563,600 new consolidated ordinary shares of RM0.50 each to the shareholders of the Company to be credited as fully paid-up on the basis of two (2) bonus shares for every five (5) consolidated ordinary shares held by the shareholders whose names appear in the Record of Depositors on the entitlement date. The entitlement date has not been determined. (Proposed Bonus Issue)

The proposed share consolidation and proposed bonus issue are subject to and conditional upon the approvals to be obtained from the Securities Commission, Bursa Securities, shareholders of the Company and other relevant authorities and/or parties, if any.

11. CHANGES IN COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current quarter under review.

12. CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS

As at 31 January 2006, the Company has outstanding contingent liabilities amounting to RM40,700,000.00 (2005  : RM 51,700,000.00 ) 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 2006 is as follows:

                                                                                                                        RM’000

Approved and contracted for                                                                            1,986
14.  PERFORMANCE REVIEW

The Group revenue of RM27.52 million for the current quarter under review was 18% lower compared with RM 33.74 million for the same quarter of the previous year. Group profit before tax for the current quarter at RM2.65 million was 34.6% lower compared to RM4.06 million of same quarter of the previous year. 

The decreased in revenue and operation profit before tax are mainly due to the higher latex price and also the fire incident occurred at Kota Bharu plant in October 2005. This has caused a loss of production capacity, loss of revenue, increased operation cost and production unit cost for three months. Full production capacity has resumed in the last month of the financial year. However the Company has adequate insurance coverage for the fire damage and business profit loss to minimise the impact on earnings. 

15. COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group recorded  a  sales revenue of RM27.52 million for the current quarter as compared to RM29.45 million in preceding quarter, showing a decrease of RM1.93million.

Group profit before tax for the current quarter was RM2.65 million compared to RM2.98 million in preceding quarter.

The drop in sales revenue and profit for the current quarter are mainly due to loss of production capacity as a result of fire incident as mentioned in Note 14 above.

16.  COMMENTARY ON CURRENT YEAR PROSPECTS  

Even though the production facility was affected by the unfortunate fire incident that happened in October 2005, the Group's profit for financial year 2006 is comparable to financial year 2005. The Group continues in its expansion plan of production capacity and research and development activities which will ensure the Group is well placed to meet the increasing demands in its products and achieved better results in the coming years.  

17.  PROFIT FORECAST 

No profit forecast was announced hence there was no comparison between actual results and forecast.

18. TAXATION

	
	Individual 
	
	Quarter
	
	Cumulative
	
	Quarter

	
	Current Year    quarter ended 
	
	Preceding Year Corresponding 
	
	Current Year 
	
	Preceding Year Corresponding 

	
	
	
	Quarter ended
	
	To date
	
	Year to date

	
	Ended 

31-01-06
	
	Ended 

31-01-05
	
	Ended 

31-01-06
	
	Ended

 31-01-05

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

	Tax expense
	111
	
	(327)
	
	222
	
	507

	Deferred tax
	(1,531)
	
	             (674)
	
	(185)
	
	          676

	
	(1,420)
	
	(1,001)
	
	37
	
	1,183


Two 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 period under review.

20. MARKETABLE SECURITIES

There was no purchase or disposal of marketable securities during the financial period ended under review.

21. CORPORATE PROPOSALS

(a)  Status of Corporate Proposals

There were no corporate proposals announced which remain uncompleted at the end of the financial period ended 31 January 2006. 

(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 utilisation
	ProposedAmount
	Actual Amount utilised
	Balance

	
	
	RM’000
	  RM’000
	RM’000

	
	
	
	
	

	Capital expenditure
	1st quarter 2005
	    14,700
	14,700
	      -

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

	Research and development
	1st quarter 2005
	        500
	500
	            -

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

	Working capital
	Progressively
	   29,800
	29,800
	        -             

	Total
	
	   57,000
	    57,000
	        -


             All the proceeds raised has been fully utilised within the time frame stated.  

22. BORROWINGS AND DEBT SECURITIES

	
	
	As at 31-01-06
	
	As at 31-01-05

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Short Term Borrowings
	
	
	
	

	Secured
	
	19,777
	
	13,640

	Unsecured
	
	-
	
	-

	
	
	19,777
	
	13,640

	
	
	
	
	

	Long Term Borrowings:
	
	
	
	

	Secured
	
	10,674
	
	281

	Unsecured
	
	-
	
	-

	
	
	10,674
	
	281

	
	
	
	
	

	Total Borrowings
	
	30,451
	
	13,921


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:

(i) Forward Foreign Currency Exchange Contracts 

	
	
	Contracted Amount in
	
	Equivalent Amount in

	
	
	United States Dollar
	
	Ringgit Malaysia

	
	
	(‘000)
	
	(‘000)

	
	
	
	
	

	Forward Foreign Currency Exchange Contracts 
	
	2,472
	
	9,296


The Company entered into forward foreign currency exchange contracts to hedge against foreign currency exchange risk. All the above contracts mature within two months from the date of this quarterly report.

(ii) Commodity Contracts

	
	
	
	
	Contracted

	
	
	
	
	Quantity

	
	
	
	
	Kg’000

	Raw Material contracts:
	
	
	
	

	Within one year
	
	
	
	4,895


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.

The Company’s principal objective of entering into the above contracts is to minimize the Company’s exposure to risks and/or costs associated with the operating activities of the Company.

24. CHANGES IN MATERIAL LITIGATION

The Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report.

25. DIVIDEND PAYABLE

The Directors proposed to recommend the payment of a first and final tax exempt dividend of RM0.007 net per ordinary share (7% on 450,000,00 ordinary shares amounting to RM3,150,000) for the financial year 31 January 2006. This dividend will be proposed for shareholders’ approval at the forthcoming Annual General Meeting. 

26. 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 29 March  2006.

By Order of the Board

Adventa Berhad

CHUA SIEW CHUAN

Company Secretary MAICSA 0777689

