EKSONS CORPORATION BERHAD (Cont’d)

EKSONS CORPORATION BERHAD

(Formerly known as Chongai Corporation Berhad)  205814V 
NOTES TO THE QUARTERLY REPORT FOR THE FOURTH FINANCIAL QUARTER ENDED 31 MARCH 2001

1. Accounting Policies

The accounts of the Group have been prepared using the same accounting policies, method of computation and basis of consolidation as those used in the preparation of the most recent annual financial statements.

2. Exceptional Items
	
	RM’000

	Gain on disposal of investment in an associated company
	   590

	Write back of provision for diminution in value of property
	   660

	
	1,250


3. Extraordinary Items

There were no extraordinary items for the current financial year under review.


4. Taxation
	
	      Individual

Current Quarter
	     Cumulative

Current Quarter

	
	RM’000
	RM’000

	 - current taxation
	 248
	328

	 - deferred taxation
	-
	-

	 - in respect of prior year
	(15)
	(31)

	
	233
	297


5. Pre-Acquisition Profits

There were no pre-acquisition profits for the current financial year under review.

6. Profit on Sale of Investments and/or Properties

Profit on sales of investment and/or properties not in the ordinary course of business have been disclosed under Note 2.

7. Quoted Shares
As at 31 March 2001, the Company did not hold any quoted securities, nor were there any purchase or disposal of quoted securities for the financial year ended 31 March 2001.

8. Changes in the Composition of the Group
i)
Acquisition

During the financial period, the Company acquired 90% equity shares in Gau Yang Plywood Sdn Bhd that has resulted in a goodwill in consolidation of RM551,643. However there was no impact in the Profit and Loss accounts for the current financial year as the acquisition took effect on 30 March 2001.


ii)
Disposal

A wholly owned subsidiary of the Company has disposed of its investment in an associated company which resulted in a gain on disposal as disclosed under Note 2.

9. Status of Corporate Proposal
The Company has on 15 February 2001 entered into a conditional Sales and Purchase Agreement with Lee Kim Jiung for the acquisition of 1,999,999 ordinary shares of RM1.00 each in Gau Yang Plywood Sdn Bhd (“Gau Yang”) representing 99.99% of its issued and paid up shares for a total cash consideration of RM1,999,999 (“Proposed Acquisition”). 

On 9 April 2001, the Company further announced that approval has been received from the Ministry of Trade & Industry (“MITI”) in a letter dated 30 March 2001 for the Proposed Acquisition subject to the following: - 

i) That only 1,800,000 ordinary shares of RM1.00 each of Gau Yang be transferred from Lee Kim Jiung to the Company; and

ii)
That the paid up capital of Gau Yang be increased from the current RM2,000,000 to RM25,000,000 with the issuance and allotment of 23,000,000 ordinary shares to the Company.  

The Company and Lee Kim Jiung have agreed to accept the conditions imposed by MITI and all the conditions precedent under the Sales and Purchase Agreement in respect of the Proposed Acquisition has been fulfilled.

10. Seasonal or Cyclical Factors
Exceptional weather conditions can hamper logging activities which may temporarily lead to a shortage of log supply. This may, inter alia, affect the supply and, hence, price of plywood and may, depending on demand situations, affect the timber business of the Group.


The export sales of knitted garment is affected by the seasons of the country exported to, in particular the United States of America.


The retail business of the Group is affected by seasonal demand which increases during the festive months, whereby monthly turnover may increase by 1.5 – 2 times, depending on the general retail market condition.  

11. Changes in Share Capital
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the current financial period under review.

12. Group Borrowings and Debt Securities
	
	Ringgit

Borrowings
	Foreign

Currency

Borrowings
	Total

	
	RM’000
	RM’000
	RM’000

	Short term borrowings - secured
	19,026
	-
	19,026

	                                     - unsecured
	  1,931
	-
	  1,931

	Total
	20,957
	-
	  20,957


13. Contingent Liabilities
There were no contingent liabilities to be disclosed as at the date of this report.

14. Off Balance Sheet Financial Instruments
There were no off balance sheet risks envisaged as at the date of this report.

15. Material Litigation
There were no pending material litigation as at the date of this report.

16. Segmental Reporting
	
	
	Turnover
	
	Profit/(Loss) after exceptional items but before taxation
	
	Assets employed

	
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	

	Manufacturing
	
	170,459
	
	10,513
	
	276,632

	Retailing
	
	7,801
	
	(199)
	
	2,714

	Investment holding
	
	-
	
	220
	
	23

	Property dealing
	
	-
	
	714
	
	1,777

	
	
	178,260
	
	11,248
	
	281,146


17. Material Changes in the Profit Before Taxation of the Current Quarter Compared to the Results of the Preceding Quarter
The Group recorded a lower profit before taxation of RM2.38 million for the current quarter as compared to RM2.72 million in the previous quarter. The drop in profit was mainly due to a decrease in export sales of timber division from RM42.2million in the previous quarter to RM34.6million for the current quarter due to lower sales volume and a decrease in export sales of the garment division from RM1.2million in the previous quarter to RM312,000 in the current quarter which is attributable to the seasonal factor of the business as stated in note 10. However the lower profit is mitigated by the exceptional gain as disclosed under Note 2. 

18. Review of the Performance of the Company and its Principal Subsidiaries

The Group recorded an operating profit before interest on borrowings, depreciation and amortisation, exceptional items, income tax, minority interests and extraordinary items of RM17.04million as compared to RM284,000 in the previous year. The significant turnaround was mainly due to contribution from its timber division of RM16.73million.


However the profit before taxation for the current year is strictly not comparable with that recorded during the previous year because of an exceptional item of RM18.36million arising mainly from waiver of debts pursuant to the restructuring exercise undertaken by the Company in the previous year.

19. Current Year Prospects 
The performance of the timber division would be dependent to large extent on the prices of plywood. However, the Group is adopting operational efficiency measures as well as expanding its export markets to enhance profitability. Baring any unforeseen circumstances, the Directors are of the opinion that the results for this current financial year will be satisfactory. 

20. Variance of Actual Profit from Forecast Profit
Not applicable.

21. Dividend
The Board of Directors does not recommend the payment of any dividend for the financial year ended 31 March 2001.

By Order of the Board

Wylaine Thung

Company Secretary

29 May 2001

