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HEXAGON  HOLDINGS  BERHAD (Company No.: 280116-H)
Incorporated in Malaysia

UNAUDITED QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 2004


The Board of Directors of  HEXAGON HOLDINGS BHD wishes to announce the unaudited results of the Group for the financial quarter  ended 30 September 2004 as follows :-
	CONDENSED CONSOLIDATED INCOME STATEMENTS FOR THE QUARTER ENDED 30 SEPTEMBER 2004

	
	
	
	
	

	
	FYE 2005
	FYE 2004
	FYE 2005
	FYE 2004

	
	Current Quarter Ended
	Comparative Quarter Ended
	6 months cumulative to date
	6 months cumulative to date

	
	30 Sept

2004
	30 Sept
2003
	30 Sept

2004
	30 Sept
2003

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	48,453 
	28,511 
	91,510 
	51,547 

	Operating Expenses
	(44,737)
	(29,554)
	(84,827)
	(53,855)

	Other Operating Income / (Expense)
	102 
	(93)
	74 
	276 

	Profits / (Loss) from Operations
	3,818 
	(1,136)
	6,757 
	(2,032)

	
	 
	
	 
	

	Finance Costs
	(690)
	(931)
	(1,477)
	(1,526)

	Investing Results
	0 
	0 
	0 
	0 

	Profit / (Loss) before tax
	3,128 
	(2,067)
	5,280 
	(3,558)

	
	
	
	
	

	Taxation
	(597)
	0 
	(1,220)
	(172)

	Profit / (Loss) after tax
	2,531 
	(2,067)
	4,060
	(3,730)

	
	
	
	
	

	Minority Interest
	(60)
	87 
	49 
	419 

	Net Profit / (Loss) for the period
	2,471 
	(1,980)
	4,109 
	(3,311)

	
	
	
	
	

	EPS - Basic                             (Sen)
	11.25 
	(9.01)
	18.70 
	(15.07)

	      - Diluted                          (Sen)
	See Note 24
	See Note 24
	See Note 24
	See Note 24

	
	
	
	
	

	

	The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the Year Ended 31 March 2004.







	CONDENSED CONSOLIDATED BALANCE SHEET  AS AT 30 SEPTEMBER  2004


	
	As at 30 Sept 2004
	As at 31 Mar 2004

	
	RM’000
	RM’000

	
	
	

	Property, plant and equipment
	30,632 
	31,119 

	Intangible Assets
	228 
	0 

	Deferred Taxation
	3,588
	0

	Investment in Associate and Joint Ventures
	0 
	0 

	Other Investments
	1 
	1 

	
	
	

	Current Assets
	
	

	Inventories
	35,457 
	24,951 

	Debtors
	62,066 
	58,519 

	Cash and Bank Balances
	8,671 
	8,362 

	
	106,194 
	91,832 

	Current Liabilities
	
	

	Trade & Other Creditors
	49,145 
	39,487 

	Overdraft & Short Term Borrowings
	66,724 
	65,894 

	Taxation
	(765)
	(1,010)

	
	115,104 
	104,371 

	Net Current Assets / (Current Liabilities)
	(8,910)
	(12,539)

	Net Assets /(Liabilities)
	25,539 
	18,581 

	
	
	

	Share Capital
	21,967 
	21,967 

	Reserves
	372 
	(7,156)

	Shareholders' Fund
	22,339 
	14,811 

	
	
	

	Minority Interests
	904 
	540 

	Long Term Borrowings
	
	

	Borrowings
	2,296 
	3,230 

	Other Deferred Liabilities
	0 
	0 

	
	25,539 
	18,581 

	
	
	

	Net Tangible Asset  per share                               (Sen)
	101 
	67 

	
	
	

	The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the Year Ended 31 March 2004.


	CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
FOR THE QUARTER ENDED 30 SEPTEMBER 2004








	
	Share Capital
	Reserve attributable to Capital
	Reserve attributable to Revenue
	Retained Profits / (Accumulated Losses)
	TOTAL

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

	
	
	
	
	
	

	6 months quarter ended 30 September 2004
	
	
	
	

	
	
	
	
	
	

	Balance at beginning of year
	21,967 
	4,061 
	(6,105)
	(5,111)
	14,812 

	Prior Period Adjustment 

(See Note Below)
	0 
	0 
	(732)
	4,150 
	3,418 

	Movements during the period (cumulative)
	0 
	0 
	0 
	4,109 
	4,109 

	Balance at end of period
	21,967 
	4,061 
	(6,837)
	3,148 
	22,339 

	
	
	
	
	
	

	
	
	
	
	
	

	6 months quarter ended 30 September 2003
	
	
	
	

	
	
	
	
	
	

	Balance at beginning of year
	21,967 
	4,061 
	(6,973)
	(3,551)
	15,504 

	Prior Period Adjustment 

(See Note Below)
	0 
	0 
	0 
	(4,839)
	(4,839)

	Movements during the period (cumulative)
	0 
	0 
	161 
	(4,475)
	(4,314)

	Balance at end of period
	21,967 
	4,061 
	(6,812)
	(12,865)
	6,351 

	
	
	
	
	
	

	
	
	
	
	
	

	Note :

Prior Period Adjustment reflects revisions after completion of the annual Audited Accounts for the respective financial years.

	

	The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the Year Ended 31 March 2004.








	CONDENSED CONSOLIDATED CASH FLOW STATEMENT 

FOR THE QUARTER ENDED  30 SEPTEMBER 2004


	
	FYE 2005
	FYE 2004

	
	6 months ended
	6 months ended

	
	30 Sept 2004
	30 Sept 2003

	
	RM’000
	RM’000

	CASH FLOW FROM OPERATING ACTIVITIES
	
	

	Net Profit / (Loss) before tax
	5,280 
	(4,651)

	Adjustment for non-cash flow:-
	
	

	Non-cash items
	(914)
	(5,096)

	Non-operating items (which are investing / financing)
	487 
	1,172 

	Operating profit / (loss) before changes in working capital
	4,853 
	(8,575)

	
	
	

	Changes in working capital
	
	

	Net change in current assets
	(14,052)
	(732)

	Net change in current liabilities
	9,613 
	5,313 

	Net cash flow from operating activities
	414 
	(3,994)

	
	
	

	CASH FLOW FROM INVESTING ACTIVITIES
	
	

	Equity investments
	(676)
	0 

	Other investments
	0 
	0 

	Net cash flow from investing activities
	(676)
	0 

	
	
	

	CASH FLOW FROM FINANCING ACTIVITIES
	
	

	Transactions with owners as owners
	0 
	0 

	Bank borrowings
	571 
	4,423 

	Debt securities issued
	0 
	0 

	Net cash flow from financing activities
	571 
	4,423 

	
	
	

	Net Change in Cash & Cash Equivalents
	309 
	429 

	Cash & Cash Equivalents at beginning of year
	8,362 
	5,336 

	Cash & Cash Equivalents at end of year
	8,671 
	5,765 

	
	
	

	Note :
	
	

	The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Report for the Year Ended 31 March 2004.





	NOTES TO THE QUARTERLY REPORT

	

	1. 
	Accounting policies and methods of computation
The interim financial report has been prepared in accordance with MASB 26 “Interim Financial Reporting” and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 March 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 31 March 2004.

The adoption of the above MASB standards does not have material effect on the financial result of the Group for the financial year-to-date nor shareholders’ funds of the Group as at 31 March 2004.

	
	

	2. 
	Qualification of audit report  of the preceding annual financial statements 

There were no qualification on the audit report of the preceding annual financial statements.

	
	

	3. 
	Seasonal / Cyclical Factors

The  Group’s operations are not affected materially by any seasonal / cyclical factors except for the cyclicality of the engineering sector.

	
	

	4. 
	Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence

There were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence.

	
	

	5. 
	Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There were no changes in estimates of amounts reported in prior financial years.

	
	

	6. 
	Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity  securities for the current financial year-to-date, other than as mentioned below :

1. The Employee Stock Option Scheme (“ESOS”) of the Company was implemented with effect from 7 May 2002, and will expire on 5 July 2007. During the current financial year to date, no ESOS shares were issued and allotted pursuant to the exercise of the ESOS. Outstanding options as at 30 September 2004 amount to 2,196,700 Ordinary Shares of RM 1.00 each in the Company.

2. Bonus issue of up to 4,027,283 Bonus Shares (after taking into consideration the ESOS above) credited as fully paid-up to the shareholders of the Company on the basis of one (1) Bonus Share for every six (6) existing Hexagon Shares held on a date to be determined. The bonus issue have been approved by shareholders in general meeting held on 27 September 2004.

3. Private placement of 5,000,000 new Hexagon Shares at an issue price of RM1.00 per share to placees to be identified (after proposed bonus issue). The private placement have been approved by shareholders in general meeting held on 27 September 2004.

4. An issuance of 9,750,582 new Hexagon Shares at an issue price of RM1.00 per Hexagon Share as consideration for the proposed acquisition of 9,750,582 shares of RM1.00 each in Advance Metal Substrate Technology Sdn Bhd. (a shareholders meeting shall be convened to approve the proposed acquisition) 

For details of items 2,3 and 4 above, please refer to Note 19 Corporate Proposals.

	
	

	7. 
	Segmental Reporting

The Group’s segmental report for the financial year-to-date are as follows:-

Current Quarter Ended

6 months cumulative to date

30 Sept 2004
30 Sept 2004
RM’000

RM’000

Segmental Revenue

Manufacturing

11,673 

21,385 

Trading and service

8,369 

16,742 

Engineering

32,541 

58,861 

Investment income

1,083 

1,083 

53,666 

98,071 

Eliminations

(5,213)

(6,561)

Group Revenue

48,453 

91,510 

Segmental Results

Manufacturing

892 

1,776 

Trading and service

1,102 

2,166 

Engineering

2,301 

3,351 

Investment income

(430)

(486)

3,865 

6,807 

Eliminations

(47)

(50)

Group Profit from Operations

3,818 

6,757 



	
	

	8. 
	Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without any amendments from the previous annual financial statements.

	
	

	9. 
	Material events not reflected in the financial statements

There were no material subsequent events not reflected in the financial statements.

	
	

	10. 
	Changes in the composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year-to-date, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations except as follows :
1. During the 1st Quarter, formation of a new joint venture company in the Republic of Pakistan, Hexagon Solutions Pakistan (Private) Limited, which has an Authorised Share Capital of Pakistan Rupees  5,000,000 comprising of 50,000 Ordinary Shares of PKR 100 each, and Paid-up Share Capital of PKR 1,520,000. 

The Group’s equity interest of PKR 900,000 (equivalent to 59.21% of the Paid-up Share Capital) is held through its wholly-owned subsidiary company, Hexagon Tower Sdn Bhd. 

2. During the 1st Quarter, formation of a new joint venture company in the People’s Republic of China, Darwin International Trading (Shanghai) Co. Ltd, which has a Registered and Paid-up Share Capital of United States Dollars 200,000. 

The Group’s equity interest of USD 102,000 (equivalent to 51% of the Paid-up Share Capital) is held through its subsidiary company, Hexagon Distributors Sdn Bhd.

	
	

	11. 
	Contingent  liabilities or contingent assets

There were no changes in contingent liabilities or contingent assets since the date of the last Annual Financial Report.

	
	

	12. 
	Review of performance for current quarter and financial year-to-date

1. The Group recorded Revenues of RM48.45 million and Profit before Tax of RM3.13 million for the current quarter under review as compared to the preceding year’s corresponding quarter Revenues of  RM28.51 million and Loss before Tax of RM2.07 million. 

2. For the six (6) months ended 30 September 2004, the Group recorded Revenues of RM 91.51 million and Profit before Tax of RM5.28 million compared to the preceding year’s corresponding period Revenues of RM51.55 million and Loss before Tax of RM3.56 million.

3. The improvement from loss to profitability was mainly due to the higher sales achievement during the financial period together with lower fixed operating expenses. 

	
	

	13. 
	Review of performance for current 2nd Quarter as compared to the 1st Quarter of the CURRENT financial year

Revenues for the current quarter increased by RM5.39 million from RM43.06 million to RM48.45 million.  Profit before Tax increased by RM0.98 million from RM2.15 million to RM3.13 million this quarter. The increase in Profit before Tax was mainly due to the increase in revenues and improvement in operating margins during the current quarter. 

	
	

	14. 
	Prospects

The Board is optimistic of maintaining the financial performance achieved in the previous quarter for the coming quarters.

	
	

	15. 
	Profit forecast / profit guaranteed

This note is not applicable.

	
	

	16. 
	Taxation

Current Quarter

Year to date

RM’000

RM’000

Profit before income tax

3,128 

5,280 

Income tax

597

1,220

Effective tax rate

19%

23%

The income tax charge to the Income Statement consists of  :

Current Quarter

Year to date

RM’000

RM’000

Current year income tax provision
88 

290 

Deferred taxation 
509 

930 

 597
1,220
The Group’s income tax provision of 23% is lower than the statutory tax rate because of the availability of allowances to set-off tax liabilities.

	
	

	17. 
	Sale of unquoted investments and/or properties

There were no other sales nor profits/(losses)  on any sale of  unquoted investments and properties for the current quarter and financial year-to-date.

	
	

	18. 
	Quoted Securities

There were no purchase and disposal of quoted securities by the Group for the current quarter and financial year-to-date.

	19. 
	Corporate proposals

Bursa Malaysia Securities Berhad (“Bursa Malaysia”) had announced on 28 October 2004 that listed issuers which are not in compliance with the Minimum Capital Requirements to-date shall be given an extension of time of 6 months from 28 October 2004 or such extension of time as has been granted by the Securities Commission (“SC”) for the implementation of their proposals, whichever is later. 

To meet this listing requirement, the Company have announced the following proposals which have been approved by the respective regulatory authorities.
1. On 23 August 2004 Hwang-DBS Securities Berhad (“Hwang-DBS”), on behalf of the Board of Directors of Hexagon, announced that the SC had vide its letter dated 18 August 2004, approved the proposed private placement pursuant to Section 32(5) Securities Commission Act 1993, and the extension of time from 30 June 2004 to comply with the share capital requirements for Second Board companies listed on Bursa Malaysia, subject to the following terms and conditions:

Terms

1. Proposed private placement of 5,000,000 new Hexagon Shares at an issue price to be determined later to placees to be identified (after proposed bonus issue), as proposed; and

2. Listing of and quotation for the new Hexagon ordinary shares to be issued pursuant to the proposed private placement on the Second Board of Bursa Malaysia; and

3. Extension of time of up to 6 months from 30 June 2004 to comply with the minimum share capital requirement for Second Board companies listed on Bursa Malaysia.

Conditions

1. Hwang-DBS must submit a final list of the placees for the placement shares and a confirmation to the SC that the proposed private placement complies with paragraphs 8.03 to 8.06 of the SC's Policies and Guidelines on Issue/Offer of Securities ("SC Guidelines"), upon implementation of the placement exercise;

2. Hwang-DBS/Hexagon should comply fully with all standard requirements as stipulated in the SC Guidelines;

3. Hexagon allocating 30% (or 1,500,000) of the Placement Shares to Bumiputera shareholders or increase its Bumiputera equity by 5.32% (or 1,629,418) of the enlarged issued and paid-up share capital after the proposed bonus issue and proposed private placement within two (2) years from the date of the implementation of the proposed private placement; and

4. Hwang-DBS/Hexagon should inform SC upon completion of the proposed private placement.
Hwang-DBS, on behalf of the Board of Directors also announced that the proposed private placement had, in the same letter dated 18 August 2004 from the SC, been approved under the guidelines on the acquisition of interests, mergers and take-overs by local and foreign interest ("FIC Guidelines"). In this respect, the equity structure relating to Bumiputera, non-Bumiputera and foreign shareholdings of Hexagon would change, arising from the implementation of the proposed private placement, as follows:
Before proposed 
private placement

After proposed 
private placement

%

%

Bumiputera

22.26

18.63

Non-Bumiputera

75.21

79.25

Foreign

2.53

2.12

Total

100.00

100.00

However, the SC did not approve the Proposed Acquisition and Proposed Call Option. In the event the issued and paid-up share capital of Hexagon is not increased to the minimum required paid-up share capital of RM40 million within the stipulated timeframe as approved by the SC, the SC will not consider any further corporate exercises from Hexagon. 

2. On 24 August Hwang-DBS, on behalf of the Board of Directors of Hexagon, further announced that the issue price for the Placement Shares has been fixed at RM1.00 per Share. The aforesaid issue price for the Placement Share represents a premium of approximately 7% over the theoretical ex-bonus price of RM0.93 per Share based on the five (5)-day weighted average market price of Hexagon Shares as at 23 September 2004 (being the last market day prior to the price-fixing date) of RM1.08 per Share. The said issue price of RM1.00 per Placement Share will raise gross proceeds of RM5 million.

Accordingly, the proposed utilisation of proceeds are as follows:.

[image: image1.png]



RM'000
Working capital 

4,200

Estimated expenses incidental to the Proposals

800

Total

5,000

3. The proposed bonus issue and proposed private placement have been approved by the shareholders in general meeting held on 27 September 2004.

4. On 17 September 2004 the Board of Directors submitted an appeal against the SC's decision in respect of the Proposed Acquisition and Proposed Call Option.

5. On 8 November 2004 Hwang-DBS, on behalf of the Board of Directors of Hexagon, announced that the SC had vide its letter dated 4 November 2004, approved the appeal for the proposed acquisition and proposed call option pursuant to Section 32(5) Securities Commission Act 1993, subject to the following terms and conditions:

Terms

(i). Proposed acquisition of 9,750,582 AMST Shares, representing approximately 89.3% equity interest in AMST after the Proposed AMST Restructuring from RHB Group and Aseambankers Malaysia Bhd via the issuance of 9,750,582 new Hexagon Shares at an issue price of RM1.00 per Hexagon Share;

(ii). Issuance of up to 2,386,970 new HHB Shares at an issue price of RM1.00 per Hexagon Share pursuant to the Proposed Call Option, namely, a call option granted by Malayan Banking Berhad (“MBB”) to Hexagon whereby MBB has granted Hexagon the right to acquire up to 2,386,970 ICCPS and/or new AMST Shares to be issued pursuant to the conversion of the ICCPS from MBB for a consideration of RM1.05 per ICCPS/AMST Share or RM1.00 per ICCPS/AMST Share plus holding cost whichever is higher, to be satisfied either in cash or by the issuance of up to 2,386,970 new Hexagon Shares at an issue price of RM1.00 per Hexagon Share plus cash or combination of both; and

(iii). Listing of and quotation for the new Hexagon ordinary shares to be issued pursuant to the proposed acquisition and upon exercise of the proposed call option on the Second Board of Bursa Malaysia.

 Conditions

(i). Tan Beng Wan, Tan Kwang Wah and Low Kwee Beng to provide a bank profit guarantee of a minimum aggregate profit after tax of AMST of RM5 million for the two (2) financial years ending 31 March 2006 to 2007 and a warranty that the audited net tangible assets of AMST as at 31 March 2005 shall not be less than RM24.2 million, as proposed. To furnish to SC the documentary evidence of the abovementioned guarantees;

(ii). The independent adviser to comment on the prospects of AMST and the benefits, if any, to Hexagon in acquiring AMST;

(iii). Hexagon increasing its Bumiputera equity by 5.29% (or 2,262,307) of its enlarged issued and paid up share capital after the proposed acquisition and exercise of proposed call option within two (2) years from the date of the implementation of the proposed acquisition; and

(iv). Hwang-DBS/Hexagon should inform SC upon completion of the proposed acquisition.

Hwang-DBS, on behalf of the Board of Directors also announced that the appeal for the proposed acquisition and proposed call option had, in the same letter dated 4 November 2004 from the SC, been approved under the guidelines on the acquisition of interests, mergers and take-overs by local and foreign interest (“FIC Guidelines”).  In this respect, the equity structure relating to Bumiputera, non-Bumiputera and foreign shareholdings of Hexagon would change, arising from the implementation of the proposed acquisition and proposed call option, as follows:

Before proposal*
After proposal
%

%

Bumiputera

18.63

13.34

Non-Bumiputera

79.25

85.14

Foreign

2.12

1.52

Total

 100.00
 100.00
*     Assuming after the implementation of the proposed private placement and proposed bonus issue

6. The Company shall be convening a shareholders meeting to obtain shareholders approval for the above Proposed Acquisition and Proposed Call Option.
7. Upon completion of the above proposals, the Company’s issued and paidup share capital will be increased up to RM40,744,865.

	
	

	20. 
	Group Borrowings

The Group borrowings are secured against corporate guarantee given by the company, charge over the landed properties, fixed deposits pledge, debenture over the Group's assets and negative pledge over the Group's assets.

As at 30 Sept 2004

RM'000

Short Term Borrowings

Bills Payable

53,436 

Revolving Credits

4,950 

Bank Overdraft

1,606 

Working Capital
3,763 

Term Loans - Current portion

2,971 

66,726
Long Term Borrowings

 

Term Loans – Long term portion

2,296 
69,022 
All borrowings are in local currency.

	
	

	21. 
	Off-balance sheet risks : Financial instruments

There were no financial instruments with off balance sheet risk for the current quarter and financial year-to-date.

	
	

	22. 
	Material Litigation

Neither the Company nor any of its subsidiary and associated companies is engaged in any material litigation, either as plaintiff or defendant, as at the date of this Report and the Directors do not have any knowledge of any proceeding, pending or threatened,  against Hexagon or its subsidiary and associated companies or of any facts likely to give rise to any proceedings which might materially affect the position and business of Hexagon and/or its subsidiary and associated companies.


	23. 
	Dividends

There were no dividend paid for the financial year-to-date.

The Board will not be recommending any interim dividends for the quarter ended 30 September 2004.

	
	

	24. 
	Earnings per share (“EPS”)

1. Basic Earnings per Share 

The basic EPS for the quarter has been calculated based on the respective Net Profit for the quarter and financial year-to-date divided by the weighted average number of ordinary shares in issue of  21,967,000.

2. Diluted Earnings per Share


No diluted earnings per share is disclosed due to the anti-dilutive effect of the options.


By Order of the Board,

____________________________

Tan KWANG WAH
Executive Director
Date : 25 November 2004
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