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FINANCIAL REPORTING OF THE UNAUDITED CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 JUNE 2002

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 Items

The exceptional items comprised pre-operating expenses written off during the quarter under review.

3. Extraordinary Items

There were no extraordinary items during the period under review.

4. Taxation

Taxation for the half year ended 30 June 2002 comprised

	
	RM’000

	Deferred taxation
	 (132)

	Current taxation
	2,051

	
	

	
	1,919


The group’s effective tax rate is higher than the prevailing statutory tax rate mainly due to the losses of certain subsidiaries and associates which cannot be set off against the profits of other subsidiaries and certain expenses which are disallowed for tax purposes.

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

The following are the changes in the composition of the group during the period under review :
(a) On May 10, 2002, both Texchem Engineering Plastics Sdn Bhd and Izutex Sdn Bhd became wholly-owned subsidiaries of Texchem-Pack (M) Bhd (formerly known as Texchem-Pack (M) Sdn Bhd), which is a wholly-owned subsidiary of the Company;

(b) On May 24, 2002, La Primavera Sdn Bhd has ceased to be an associated company of Texchem Consumers Sdn Bhd, a wholly-owned subsidiary of the Company; 

(c) On May 29, 2002, Texchem-Pack (Wuxi) Co Ltd, China was incorporated as a wholly-owned subsidiary of Texchem-Pack (M) Bhd (formerly known as Texchem-Pack (M) Sdn Bhd), which is a wholly-owned subsidiary of the Company; and

(d) On May 31, 2002, an announcement was made that the Company had entered into a Memorandum of Understanding with Amtes Corporation, Philippines for the sale by Texchem Resources Bhd of the entire equity interest in Texchem-Pack (Philippines) Inc to Amtes Corporation, Philippines.

8. Status of Corporate Proposals

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



    

The above proposed corporate exercise has been completed except for the Proposed Special Issue of 13,000,000 new TRB shares to be issued to bumiputra investors to be approved by the Ministry of International Trade and Industry (“MITI”).  Out of the 13 million Special Shares to be issued to bumiputra investors, as at April 9, 2002, a balance of 5 million Special Shares were still pending implementation due to the unfavourable market condition then.

The Securities Commission had then on April 10, 2002 approved an extension of time until December 31, 2002 to complete the implementation of the balance of the 5 million Special Issues subject to compliance with all conditions imposed in the Securities Commission letter dated April 6, 2001 as announced to the Kuala Lumpur Stock Exchange on April 9, 2001.

However, on June 13, 2002, Koperasi Angkatan Tentera Malaysia Berhad had subscribed for 1 million of the Special Shares.  Thus, as at todate, a balance of 4 million Special Shares are still pending implementation.

B.   
Proposed Acquisition by Texchem-Pack (M) Bhd (“Texpack”) (formerly known as Texchem-Pack (M) Sdn Bhd), a wholly-owned subsidiary of Texchem Resources Bhd of the entire equity interest in Texchem Engineering Plastics Sdn Bhd (“TEP”) for a total cash purchase consideration of RM24,400,000.00 (“Proposed TEP Acquisition”) ;

Proposed Acquisition by Texpack of up to 100% equity interest in Izutex Sdn Bhd (“Izutex”) for a total cash purchase consideration of up to RM17,700,000.00 (“Proposed Izutex Acquisition”);  and

Proposed Restructuring and Subsequent Listing of Texpack on the Second Board of the Kuala Lumpur Stock Exchange (“KLSE”) (“Proposed Restructuring and Listing”)

(Hereinafter referred to as the “Proposals”)

On February 26, 2002, CIMB on behalf of the Board of Directors of TRB had inter-alia announced to KLSE the following :-

(a) A conditional share sale agreement (“TEP-SSA”) entered into between Texpack and Texchem Corporation Sdn Bhd (“Texcorp”) for the proposed acquisition of the entire equity interest in TEP comprising 14,500,000 ordinary shares of RM1.00 each (“TEP Sale Shares”) for a total cash consideration of RM24,400,000.00 ;  and

(b) A conditional share sale agreement (“Izutex-SSA”) entered into between Texpack, Texcorp, TRB and Business Acumen Sdn Bhd (“BASB”), a wholly-owned subsidiary of Texcorp for the proposed acquisition of 95% equity interest in Izutex comprising 9,500,000 ordinary shares of RM1.00 each (“Izutex Sale Shares”) for a total cash consideration of RM16,815,000.00 (“Proposed Majority Izutex Acquisition”).  

The Proposed TEP Acquisition and Proposed Majority Izutex Acquisition have since been completed on May 10, 2002.

In addition, it was further announced that there will be a Proposed Restructuring and Listing which will involve the following:

(i) Proposed Disposal of Texchem-Pack (Philippines) Inc (“Texpack (P)”)

On April 16, 2002, Texpack transferred the entire equity interest in Texpack(P)  to TRB for a total cash consideration of RM390,265.00 and the said transfer had since then been completed.

(ii) Proposed Share Split

Subsequent to the Proposed Disposal of Texpack(P), Texpack proposes a share split of 18,000,000 ordinary shares of RM1.00 each to 36,000,000 ordinary shares of RM0.50 each (“Texpack shares”), by way of sub-division of its existing ordinary shares of RM1.00 each to RM0.50 each (“Proposed Share Split”). The Proposed Share Split will result in the issued and paid-up share capital of Texpack being adjusted from 18,000,000 ordinary shares of RM1.00 each to 36,000,000 Texpack shares.

(iii) Proposed Rights Issue

Upon completion of the Proposed TEP Acquisition, Proposed Izutex Acquisition, Proposed Disposal of Texpack (P) and Proposed Share Split, Texpack proposes to implement a rights issue of 44,000,000 new Texpack shares (“Rights Shares”) at an issue price of RM1.253 per Rights Share, payable in full upon acceptance on the basis of approximately 11 new Rights Shares for every existing 9 Texpack shares held after the Proposed Share Split.

(iv) Proposed Offer for Sale

As an integral part of the Proposed Restructuring and Listing, TRB proposes to undertake an offer for sale of up to 23,104,000 Texpack shares (“Offer shares”) at an indicative offer price of RM1.50 per Offer share to the following:

(a) Bumiputra investors to be nominated and approved by the Ministry of International Trade and Industry (“MITI”);

(b) eligible employees of Texpack New Group and/or TRB and/or persons who have contributed to the success of Texpack New Group; and

(c) the minority shareholders of TRB and/or the Malaysian public.

(v) Proposed Listing

Texpack proposes to apply for the listing of and quotation for its entire enlarged issued and paid-up share capital of Texpack comprising 80,000,000 Texpack shares on the Second Board of KLSE.

Approvals obtained :

The Ministry of International Trade & Industry (MITI) had no objections to the Proposals as per their letter dated July 8, 2002 but subject to certain conditions imposed as follows:

a) allocation of 12,000,000 Texpack Shares is subject to the MITI’s separate distribution after the Proposed Listing has been approved by the Securities Commission (SC) ;

b) approval from the Foreign Investment Committee (FIC) ; and

c) approval from SC

Subsequently on July 11, 2002, Commerce International Merchant Bankers Berhad (CIMB) had on behalf of the Company announced that the Board of Directors of the Company and Texpack are agreeable to the conditions imposed by MITI except for condition (b) mentioned above.  The Directors of the Company and Texpack are of the opinion that the approval from FIC is not required as Texpack is a MITI licensed manufacturing company and accordingly will appeal to MITI on the said condition.

Thereafter on July 26, 2002, an appeal was submitted by CIMB on behalf of the Company to MITI to waive the condition to seek approval from FIC.

9. Changes in Debt and Equity

There have been no changes in the debt and equity of subsidiary companies during the period under review except that Texchem-Pack (Wuxi) Co Ltd, China had on July 12, 2002 paid up its registered capital by USD120,000.00 after its incorporation.

10. Group bank borrowings at 31 March 2002

As at March 21, 2002, the group’s bank borrowings were as follows :

	
	
	Secured
	
	Unsecured
	
	Total

	
	
	RM’000
	
	RM’000
	
	RM’000

	i)
	Short Term Working Capital Borrowings
	1,261
	
	144,927
	
	146,188

	
	
	
	
	
	
	

	ii)
	Term Loans comprising of :
	
	
	
	
	

	
	    Repayable within 12 months
	       -
	
	2,149
	
	2,149

	
	    Repayable after 12 months
	       -
	
	13,976
	
	13,976

	
	Sub-total
	       -
	
	16,125
	
	16,125

	
	
	
	
	
	
	

	
	Total
	1,261
	
	161,052
	
	162,313


11. Contingent Liabilities

To-date the Company has issued corporate guarantees amounting to RM147.7 million (31.12.01 : RM143.8 million) as security for banking facilities granted to its subsidiaries of which RM99.6 million (31.12.01 : RM45.4 million) were utilized at 30 June 2002.

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.  Full provision for the above entire amount outstanding had been made by the subsidiary in 1998 and was fully written off in 2000.

14. Segmental Analysis

	
	For the half year ended 

30 June 2002
	At 

30-06-02

	
	Group turnover
	Group profit before taxation
	Total group assets

	
	RM’000
	RM’000
	RM’000

	Analysis by activity
	
	
	

	Trading
	234,403
	2,652
	166,595

	Manufacturing
	73,945
	3,386
	228,861

	Investment Holding
	         -
	(2,747)
	19,603

	
	
	
	

	
	308,348
	3,291
	415,059

	
	
	
	

	Analysis by geographical location
	
	
	

	Malaysia
	227,931
	3,712
	340,103

	Singapore
	48,746
	550
	39,189

	Thailand
	20,660
	1,720
	19,610

	Philippines
	2,626
	(1,389)
	6,345

	Myanmar
	        -
	80
	445

	Cambodia
	380
	(84)
	251

	Vietnam
	8,005
	(1,298)
	9,116

	
	
	
	

	
	308,348
	3,291
	415,059


15. Comments on Material Change in Profit

The higher group profit before tax in the second quarter 2002 as compared to the first quarter 2002 was mainly attributable to :

(a) Improved sales and profitability achieved during the 2nd quarter.

(b) Absence of non-recurring expenses incurred in the first quarter, such as the provision for obsolete stocks and increase in infrastructure costs required by Texchem Consumers Sdn Bhd for the enhancement of the efficiency of its distribution channels.

16. Review of Results

The group’s profit before tax after share of losses of associated companies in the second quarter 2002 has increased by 6.2% as compared to the same quarter in 2001 mainly due to an overall improvement in sales and profitability in the second quarter of 2002.

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

With the improvement in sales and profitability experienced in the second quarter of 2002, the directors are hoping to achieve improved results this year provided no major economic downturns are experienced in the United States and other major industrialized countries in the second half of the year.

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

Not applicable

21. Interim Dividend

An interim dividend of 3% less tax has been declared on July 9, 2002 and will be payable on August 30, 2002.

BY ORDER OF THE BOARD

TAN PENG LAM

GROUP FINANCE DIRECTOR

DATE :  31 JULY 2002
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