DENKO INDUSTRIAL CORPORATION BERHAD

1- QUARTERLY REPORTS – QUARTER ENDED 31/03/2000
NOTES TO THE ACCOUNTS

2- The quarterly financial statements have been prepared under the same accounting policies and method of computation as compared with the most recent annual financial statements.

3- Exceptional items for the current financial year to date consists of write back of provision for contingent liability in respect of an Associated Company which was provided for in financial year ended 31 March 1999.

4- There were no extraordinary items for the financial year ended 31st March 2000.

5- Taxation:

RM’000

Based on results for the year to date


 504

Under / (over) provision in respect of prior years
(498)

Transfer to / (from) Deferred Taxation
 236

 242

6- There were no pre-acquisition profits for the financial year ended 31st March 2000.

7- There were no sales of investment and/or properties for the financial year ended 31st March 2000.

8- a) Purchase and Sale of Quoted Securities:



Total Purchases
Nil



Total Disposals
Nil



Total Profit / Loss on Disposal
Nil

9- b)Investment in quoted shares as at 31/03/2000:

Total investments at cost
Nil

Total investments at carrying value/book value

  (after provision for diminution in value)
Nil

10- Total investment at market value as at 31/03/2000
Nil

11- During the financial year, Denko’s subsidiary named Skiva Holdings Sdn Bhd acquired 3 companies namely Skiva Sdn Bhd, Skiva Innerware Sdn Bhd and Skiva Manufacturing Sdn Bhd.

12- On 8th December 1999 , Denko Industrial Corporation Berhad announced the following Corporate Proposals:


- Proposed acquisition of 30% equity interest in Lankhorst Berhad (aborted)

· Proposed acquisition of 99.9% equity interest in Rich Data Gallery Sdn Bhd and Relang Murni Sdn

  Bhd (Xylog Group of Companies)

· Proposed acquisition of property

· Proposed renounceable rights issue

· Proposed restricted offer for sale

· Proposed employee’s share option scheme

·  Proposed increase in the authorised share capital

· Proposed waiver to Denko from the obligation to extend a mandatory offer for the remaining shares in

  Xylog Group of Companies not already owned by Denko after the completion of the Proposed Xylog

  Acquisition.

13- The Group’s operations are not affected by seasonal or cyclical factors.

14- There were no issuance and repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial year to date.

15- Group borrowings & debt securities as at 31/03/2000:

Type of borrowing
Secured RM’000
Unsecured RM’000
Total

RM’000

Bank Overdraft
6,522
0
6,522

Bills Payable & Bankers Acceptance
3,016
0
3,016

Revolving Loans
5,000
7,500
12,500

16- Term Loan – payable < 12 months
17- 1,782
0
18- 1,782

19- Long Term – payable > 12 months
20- 3,691
0
21- 3,691

Total
22- 20,011
7,500
23- 27,511

24- Details of contingent liabilities:

25- Corporate Guarantee of RM 24,000,000.00 given to financial institutions for facilities granted to a subsidiary that has not been consolidated as it was placed under a receiver and manager in March 1999.

26- There were no financial instruments with off balance sheet risk as at the date of issue of quarterly report.

27- There was no pending material litigation as at the date of issue of quarterly report.

28- Segmental Reporting


Turnover

RM’000
Profit before tax

RM’000
Assets Employed

RM’000

Manufacture and sales of consumer and industrial products
47,250
1,564
36,955

Investment holding and others
4,149
29- (653)
27,337

Inter Group Sales
(6,484)
0
0

Total
44,915
30- 911
64,292

31- The Group registered a loss before taxation of RM 1.004 million for the quarter ended 31st March 2000 as compared to profit of RM 40,000 for the preceding quarter mainly due to the write back of provision for contingent liability amounting to RM1 million in respect of an Associated Company in the previous quarter.
32- Review of Current Quarter Performance

Packaging Division

33- The packaging division continues to experience lower profit margins as competition increased but remain profitable due to the quality of our products and services. The division has undertaken numerous programmes to further improve the quality of products and services and productivity.

We are also actively seeking synergistic diversification opportunities in order to broaden our market base and secure long term growth and earnings.

Garment Division

34- The division continues to show encouraging improvement evidenced by its increase in production capacities to cater for the export market. With the established “SKIVA” brand, we expect to be well positioned to further enhance the performance of the garment division and to be a major contributor to the Group’s performance.

35- Current Year and Future Prospects 

36- The Group is in the process of reorganizing its businesses and is confident that upon successful completion will put the group on a sound commercial and financial footing. The encouraging developments in the various divisions augurs well for the group’s potential. We have announced on 8th December 1999 a Proposed Right Issue and Proposed Acquisition of a MSC status company amongst others.

37- With the successful implementation of these proposals, they will form the catalyst to drive towards our long term objective of sustainable growth and profitability.

38- Not applicable

39- The Directors do not recommend any dividend for the financial year ended 31st March 2000.
40- During the quarter, monies totalling RM3,400,000 were received in respect of shortfall in the profit guarantees of certain subsidiaries pursuant to the Sales & Purchase Agreements between the Company and the Vendors of these subsidiaries. These monies were credited directly to the reserves accounts of these subsidiaries.

