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FINANCIAL REPORTING OF THE UNAUDITED CONSOLIDATED RESULTS FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2001

NOTES

1.
Accounting Policies

There has been no change in the accounting policies and methods of computation used in the preparation of the financial statements during the period under review.

2. Exceptional Item

This is in respect of the provision made for unrealized profit at Group level on stocks which were unsold in a subsidiary at the end of this quarter.

3. Extraordinary Items

There were no extraordinary items during the quarter under review and financial year-to-date.

4. Taxation

Taxation for the nine months ended 30 September 2001 comprises

	
	RM’000

	Deferred taxation
	303

	Current taxation
	2,832

	
	

	
	3,135


The disproportionate tax charge is mainly due to the lower group profit resulting from the initial set-up losses of certain overseas subsidiaries and associated company.

The tax figures do not contain any adjustment for under or over provisions in respect of prior years.  

5. Sale of Investments/Properties

There were no sales of investments or properties during the period under review.

6. Quoted Securities

There were no purchases and disposals of quoted securities during the period under review.

7. Changes in composition of the group

On 13 August 2001, Texchem Resources Berhad acquired 87.27% in Fumakilla Malaysia Berhad via the Conditional Voluntary Take-Over Offer.

8. Status of Corporate Proposals

A.
Conditional Voluntary Take-Over Offer of Fumakilla Malaysia Berhad (“FMB”) by Texchem Resources Bhd (“TRB”)



    

As of 15 August 2000, the following corporate exercise was announced :

(i) Conditional voluntary take-over offer of Fumakilla Malaysia Berhad (FMB) comprising of 39,999,000 ordinary shares of RM1.00 each for a total consideration of RM74,181,309 or RM1.85 per Offer Share to be satisfied either by the issuance of 36,909,124 new TRB shares credited as fully paid up at RM2.01 per consideration share or cash payment of RM1.85 per Offer Share (“Proposed Offer”);

(ii) Bonus issue of 41,451,365 new TRB shares credited as fully paid-up on the basis of 3 bonus shares for every 2 TRB shares held (“proposed Bonus Issue”);

(iii) Special Issue of 13,000,000 new TRB shares credited as fully paid-up to approved Bumiputra investors, at an indicative issue price of RM1.85 per special share (“Proposed Special Issue”);

(iv) Proposed transfer of the listing of all the shares from the Second Board to the Main Board of the KLSE upon completion of the Proposed Offer, Proposed Bonus Issue and Proposed Special Issue; and

(v) Proposed increase of its authorized share capital from RM50 million to RM500 million.

However, the Proposed Offer and Proposed Special Offer have been revised by Securities Commission (“SC”) as follows :-

(i) Conditional voluntary take-over offer to acquire the entire issued and paid-up share capital of Fumakilla Malaysia Berhad (FMB) comprising 39,999,000 ordinary shares of RM1.00 each (Offer Shares) for a total consideration of RM73,569,271 or RM1.84 per Offer Shares (Proposed Offer) to be satisfied by the issuance of up to a maximum of 36,601,627 new ordinary shares of RM1.00 each in Texchem Resources Bhd (TRB) (TRB shares) credited as fully paid-up at an issue price of not less than the theoretical ex-all price of TRB shares of RM2.01, based on the weighted average price for the five (5) consecutive market days up to 14 August 2000, which was the last trading day prior to the announcement of the Proposed Offer and/or cash payment of RM1.84 per Offer Share; and

(ii) Proposed Special Issue of 13,000,000 new TRB shares credited as fully paid-up to Bumiputera Investors to be approved by the Ministry of International Trade and Industry at an issue price of not more than 10% discount to the theoretical ex-all price based on the weighted average market price for the five (5) consecutive market days preceding a price fixing date to be determined by the directors after the approval of the SC.

The above proposed corporate exercise has been completed, however, in relation to item (iii) above, out of the 13 million Special Shares to be issued to bumiputra investors to be approved by Ministry of International Trade and Industry, a balance of 5 million Special Shares to be issued pursuant to the Special issue are pending allocation from Ministry of International Trade and Industry.

B.
Proposed Merger of Texchem-Pack (M) Sdn Bhd (“Texpack”) and Texchem Engineering Plastics Sdn Bhd (“TEP”) via Texchem-Pack Holdings Bhd (“TPHB”) (Proposed Merger) and


Proposed Restructuring and subsequent listing of TPHB on the Second Board of the Kuala Lumpur Stock Exchange (“Proposed Restructuring and Listing”)


(Hereinafter collectively referred to as the “Proposals”)

On 11 June 2001, on behalf of the Company, Commerce International Merchant Bankers Bhd (“CIMB”) announced the following :

(i) Proposed Merger

The Proposed Merger will entail the following :

· TPHB acquiring Texpack Sale Shares for a total purchase consideration of RM21,828,077 to be satisfied by the issuance of the Texpack Consideration Shares at par and

· TPHB acquiring the TEP Sale Shares for a total purchase consideration of RM8,871,477 to be satisfied by the issuance of the TEP Consideration Shares at par.

(ii) Proposed Restructuring and Listing

The Proposed Restructuring and Listing will involve the following :

· Proposed non-renounceable rights issue of 2,346,690 and 953,754 new TPHB Shares at par to TRB and Texcorp respectively after completion of the Proposed Merger (“Proposed Rights Issue”)

· Proposed offer for sale of 4,159,482 and 1,690,518 TPHB Shares by TRB and Texcorp respectively at an indicative price of RM2.00 per TPHB Shares to bumiputra investors to be nominated and approved by the Ministry of International Trade and Industry after the Proposed Merger and Proposed Rights Issue (“Proposed Offer for Sale”)

· Proposed public issue of 6,000,000 new TPHB Shares by TPHB at an indicative issue price of RM2.00 per TPHB Share to eligible employees of TPHB and its proposed subsidiaries, TRB and/or its subsidiaries and persons who have contributed to the success of TPHB Group in conjunction with the Proposed Offer for Sale (“Proposed Public Issue”)

· Proposed Listing of and quotation for the entire enlarged issued and fully paid-up share capital of TPHB comprising of 40,000,000 ordinary shares of RM1.00 each on the Second Board of the KLSE.

However, on 31 July 2001, on behalf of the Company, CIMB has announced a revised Proposal as follows :

(i) Proposed TRB Acquisition of TEP

TRB has on 31 July 2001, entered into a conditional share sale agreement with Texcorp to acquire the entire equity interests in TEP comprising in the TEP Sale Shares from Texcorp to be satisfied wholly by cash.  The Proposed TRB Acquisition of TEP is conditional upon the Proposed Texcorp Acquisition of Remaining TEP Shares.

(ii) Proposed Merger

The Proposed Merger will entail the following :

· Proposed TPHB Acquisition of Texpack

TRB will now dispose of the Texpack Sale Shares to TPHB to be satisfied by the issuance of the 20,736,813 new TPHB Shares credited as fully paid-up at par

· Proposed TPHB Acquisition of TEP

TRB proposes to dispose of the entire issued and paid-up share capital of TEP comprising of TEP Sale Shares to TPHB to be satisfied by the issuance of the TEP Consideration Shares at par credited as fully paid-up.

(iii) Proposed Restructuring and Listing

· Proposed Rights Issue

Upon completion of the Proposed TPHB Acquisition of Texpack and Proposed TPHB Acquisition of TEP, TPHB proposes to implement a renounceable rights issue of 3,800,444 new TPHB Shares (“Rights Shares”) credited as fully paid-up as an issue price of RM1.00 per Rights Share.  The actual number of new TPHB Shares to be issued pursuant to the Proposed Rights Issue is dependent upon the number of new TPHB Shares to be issued pursuant to the Proposed TEP Acquisition.

· Proposed Offer for Sale

In conjunction with the Proposed Listing, TRB proposes to undertake an offer for sale of up to 4,000,000 TPHB shares at an indicative offer price of RM2.15 per Offer Shares to bumiputra investors to be nominated and approved by the Ministry of International Trade and Industry.

· Proposed Public Issue

In conjunction with the Proposed Listing, TPHB proposes to implement a public issue of 6,000,000 new TPHB shares at an indicative issue price of RM2.15 to eligible employees of TPHB Group and/or TRB and/or persons who have contributed to the success of the TPHB Group and the Malaysian public.

TRB is now awaiting the approval from Securities Commission, the Foreign Investment Committee and the Ministry of International Trade and Industry of the above Proposals.

9. Changes in Debt and Equity of subsidiary companies

	Name of 

subsidiary company
	Nature of issue
	Date of 

issue
	Number of additional

shares issued

	Texchem Materials (Thailand) Ltd


	Paid-up capital
	11/09/2001
	250,000 shares of

Baht 100 each.


10. Group bank borrowings at 30 September 2001

All the group bank borrowings are unsecured as follows :

	
	
	RM’000

	i)
	Short Term Working Capital Borrowings
	89,089

	
	
	

	ii)
	Term Loans comprising of :
	

	
	    Repayable within 12 months
	  2,156

	
	    Repayable after 12 months
	17,263

	
	Sub-total
	19,419

	
	
	

	
	Total
	 108,508


11. Contingent Liabilities

To-date the Company has issued corporate guarantees amounting to RM141.1 million (31.12.00 : RM136.8 million) as security for banking facilities granted to its subsidiaries of which RM57.2 million (31.12.00 : RM54 million) were utilized at 30 September 2001.

12. Off Balance Sheet Financial Instruments

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

13. Material Litigation

There is no material litigation by the Company or its subsidiaries other than a winding-up order obtained against Syquest Technology Sdn Bhd on 3 March 2000 by Texchem-Pack (Johor) Sdn Bhd, a wholly-owned subsidiary of the Company for a judgement sum of RM2,094,443 with 8% interest per annum and of which the matter is still before the official assignee.

14. Segmental Analysis

	
	For the nine months ended 

30 September 2001
	At 

30-9-01

	
	Group turnover
	Group profit after taxation
	Total group assets

	
	RM’000
	RM’000
	RM’000

	Analysis by activity
	
	
	

	Trading
	352,832
	3,424
	164,729

	Manufacturing
	72,052
	1,019
	204,478

	Others
	-
	(1,491)
	5,409

	
	
	
	

	
	424,884
	2,952
	374,616

	
	
	
	

	Analysis by geographical location
	
	
	

	Malaysia
	332,825
	5,643
	321,112

	Singapore
	77,713
	1,294
	24,901

	Thailand
	9,236
	(309)
	9,933

	Philippines
	2,056
	(1,510)
	7,141

	Myanmar
	342
	-
	464

	Cambodia
	2,712
	(418)
	730

	Vietnam
	-
	(1,748)
	10,335

	
	
	
	

	
	424,884
	2,952
	374,616


15. Comments on Material Change in Profit

The group profit before tax and minority interests for the third quarter ended 30 September 2001 was 33% lower than that of the immediate preceding quarter mainly due to the costs incurred in respect of newly established overseas subsidiaries and associated company.

16. Review of Results

The group’s turnover had declined by 6% in the 3rd quarter 2001 as compared to the same quarter last year, whilst the group’s profit before tax was down by 68% due to the following factors :

(a) the slowdown in the general economy, particularly in the electronics and hard disk sectors;

(b) initial losses of newly established overseas subsidiaries and associated company;

(c) the inventory adjustment and additional provision made for doubtful debts in Texchem Consumers Sdn Bhd for better inventory and credit control purposes.

17. Material events subsequent to reporting period

There were no material events arising subsequent to the reporting period until the date of this quarterly report.

18. Seasonality and Cyclicality of Operations

On the whole the group is not affected significantly by cyclical factors except for normal seasonal fluctuations.

19. Current Year Prospects

Under the prevailing uncertain global business environment particularly after the terrorist attack in the United States on 11 September 2001, the directors are uncertain about the current year’s prospects.  However, they are taking all possible measures to mitigate the adverse effects of slowing economic growth.

20. Variance of Actual Profit from Forecast Profit and Shortfall in Profit Guarantee

Not applicable

21. Interim Dividend

No dividend has been declared during the third quarter ended 30 September 2001.

BY ORDER OF THE BOARD

JONY RAW

GROUP FINANCE DIRECTOR/

COMPANY SECRETARY

DATE :  
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