TAI KWONG YOKOHAMA BERHAD (292788-U)

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FOURTH QUARTER ENDED 

31ST DECEMBER 2003

The figures have not been audited.


NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL PERIOD ENDED 31ST DECEMBER  2003

1. Basis of preparation
The interim financial report has not been audited and has been prepared in compliance with MASB 26, Interim Financial Reporting. The accounting policies and method of computation adopted by the Group in this report are consistent with those adopted in the financial statements for the year ended 31st December 2002 other than adoption of MASB 25, Income Taxes. The adoption of MASB 25 has no material impact to the quarterly results other than prior year adjustments to the retained profits as set out below.

Following the adoption of MASB 25, Income Taxes, deferred tax assets are to be recognized for all deductible temporary differences to the extent that it is probable that future taxable profits will be available to utilise such temporary differences. The net effect on retained earnings brought forward is as follows:-


RM’000

Retained profits as previously stated at 1 January 2002
17,071

Deferred tax assets recognized
1,330


-----------

Restated retained profits at 1 January 2002
18,401

Net profit for period ended 31 December 2002
3,329

Effect of deferred tax assets movement
129


---------

Restated net profit for period ended 31 December 2002

3,458

Dividend – final 2001

(792)



-----------

Restated retained profits at 31 December 2002

21,067



=======

The deferred tax assets recognized in the balance sheet of the Group at 31 December 2003 is RM1.3m

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2002.

2.  Auditors’s Report on Preceding Annual Financial Statements

The auditors’s report on the financial statements for the year ended 31 December 2002 carried the following statement :-

“A fire broke out at the corporate office on 20 October 2002 and destroyed a substantial portion of the supporting documents for the accounting transactions of the Company and certain subsidiaries pertaining to the current financial year. 

A substantial portion of the supporting documents have been recovered from the external parties whilst the internal supporting documents have been reconstructed from the computerised system of the Company and the affected subsidiaries. Nevertheless, management is still assessing documents need to be compiled.

The Group and Company have written off property, plant and equipment amounting to RM4,843,814 and RM366,198 respectively following the fire accident. The said property, plant and equipment are currently pending insurance compensation together with a claim for consequential loss. The insurance compensation for property, plant and equipment of RM7.1m as indicated by the adjuster was awaiting the insurance company’s review and approval.”

On 8 April 2003, the insurance company has approved the compensation amount of RM7.1m for the property, plant and equipment destroyed. The Company further received RM1.5m claim for consequential loss  which was approved in July 2003.

3. Exceptional items

There were no exceptional items affecting the Group during the current quarter ended 31 December 2003.
4. Property, Plant and Equipment

As at the end of this quarter, the Group has acquired the following assets :
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Assets Acquired

RM'000

Leasehold Land

15,165

Building (improvements and additions)

18,376

Plant and Machinery

3,931

Tools & Equipment and Furnitures

1,211

Motor Vehicles

338

Computer

347

39,369


There is no revaluation of land and buildings of the Group since the last financial year ended 31 December 2002.

5. Net current liabilities

The Group has a net current liabilities position of RM2.9m at 31 December 2003. This is attributed to an amount payable of RM10m for the acquisition of leasehold land. This amount was pending the loan drawdown from the banks and hence, to be converted into long term liabilities. The approval for the drawdown was obtained in February 2004.

6. 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 combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations .

7. Seasonality or Cyclicality of Operations

The operations of the Group are not seasonal or cyclical in nature.

8. Changes in Estimates

There were no changes in estimates that have had a material effect in the current quarter.

9. Dividend Paid

There were no dividends paid in the current quarter.

10. Segmental Reporting

The analysis of the Group operations for the period ended 31st December 2003 is as follows:-


[image: image2.wmf]Business segment

Batteries

Others

Eliminations

Consolidated

2003

RM'000

RM'000

RM'000

RM'000

Revenue from external customers

84,108

1,358

0

85,467

Inter-segment revenue

0

7,080

(7,080)

0

Total revenue

84,108

8,438

(7,080)

85,467

Segment result  * 

9,480

5,673

(7,089)

8,065

Unallocated income

399

Unallocated expenses

(145)

Operating profit

8,319

Interest income

526

Interest expense

(2,944)

Profit before taxation

5,901

Tax expense

(2,765)

Minority interest

(73)

Net profit for the period

3,062


*
Included in the segment results is a surplus arising from insurance compensation of RM2.1m 
Inter segment pricing is determined based on negotiated terms.

11. Changes in Contingent Liabilities

There was no material change in the contingent liabilities at the date of this report since the preceding financial year ended 31st December 2002.

12. Debt and Equity Securities

During the quarter, the Company issued 23,760,000 ordinary shares which ranked pari passu to the existing shares. The shares were issued in connection with the bonus and renounceable rights with warrants issue exercise, which was completed in December 2003. 7,920,000 warrants attached to the ordinary shares were also issued accordingly.

Save for the above, there have been no issuance and/or repayment of debts and equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares in the current financial year to date.

13. Events subsequent to the Balance Sheet Date 

There were no material events subsequent to the end of the financial period reported on that have not been reflected in the financial statements other than the incorporation of Tai Kwong Yokohama Europe S.A.S in February 2004. Tai Kwong Yokohama Europe S.A.S is a subsidiary of Tai Kwong Yokohama Ventures Sdn Bhd which is a subsidiary of Tai Kwong Yokohama Berhad.

ADDITIONAL INFORMATION REQUIRED BY THE KLSE LISTING REQUIREMENTS

1. Review of Performance

The current quarter results showed a Group revenue of RM23.90 million and profit before taxation of RM1.30 million as compared to a revenue of RM18.31 million and profit before taxation of RM46,000 in the corresponding quarter of the previous financial year.

2. Variation of Results against Preceding Quarter

The Group revenue of RM23.90 million for the current quarter under review is 11% higher than that of RM21.50 million reported in the immediate preceding quarter. 

The Group reported a profit before taxation of RM1.30 million for current quarter compared to the immediate preceding quarter of RM1.09 million.

3. Prospects for the next Financial Year

The automobile industry is expected to grow in tandem with improved economic climate. As such, we expect a steady corresponding increase in demand for battery in both the replacement market and original equipment market. The shift to the new and bigger factory premise in Semenyih saw an increase in production output, which will meet this expected increase in demand. The continuing increase in lead price is minimised for the Group following the announcement of battery price increase effective 1 January 2004 and contribution from the subsidiary’s lead recycling plant whereby there is lesser reliance on external lead purchases. Accordingly, the outlook for Tai Kwong Group remains positive for the next financial year.

4. Profit forecast

Not applicable as no profit forecast was published.

5. Tax Expense
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31/12/2003

31/12/2002

31/12/2003

31/12/2002

RM'000

RM'000

RM'000

RM'000

Deferred taxation

798

(915)

798

(824)

Current taxation

119

1,145

1,967

2,801

918

230

2,765

1,977

Individual Quarter

Cummulative Quarter

Current Year 

Quarter

Preceding Year 

Corresponding 

Quarter

Current 

Year      

To Date

Preceding Year 

Corresponding 

Period


The Group’s effective tax rate for the current quarter and financial year to date is higher than the prima facie tax rate as the tax charge relates to tax on profits of certain subsidiaries which cannot be set-off against losses of other subsidiaries for tax purposes as group relief is not available. 

6. Unquoted Investment and Properties

There was no profit/(loss) on sale of investment and/or properties for the period under review other than the Sales and Purchase Agreement signed on 3rd June 2003 in respect of the proposed disposal of Land and Building. The completion of which is dependent on the fulfillment of certain terms and condition.

7. Quoted Investments

a) There was no purchase or disposal of quoted securities in the current quarter and financial year to date.

b)
There is no investment in quoted securities.

8. Status of Corporate Proposal Announced

The Bonus Issue and Rights Issue with Warrants pursuant to the Corporate Exercise announced previously were completed in December 2003 upon the listing and quotation of the shares in the Exchange. With this completion, the paid-up share capital of the Company was increased to 43,560,000 ordinary shares as at 31st December 2003. Furthermore, the Employee Share Option Scheme approved is effective from 1st December 2003 to 30th November 2008. As at 31 December 2003, the shares pursuant to the ESOS have not been offered to the eligible Directors and employees of the Group. 

The proceeds from the Right Issue has not been utilized as at 31 December 2003. 

There are no other corporate proposals announced but not completed as at to date.

9. Borrowing and Debt Securities
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Current

          Secured
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As at 31/12/2002


All the Group’s bank borrowings are secured and denominated in Malaysian Ringgit. 

10. Off Balance Sheet Financial Instruments

 There were no off balance sheet financial instruments at the date of this report.

11. Changes in Material Litigation

There was no material litigation since the last Balance Sheet date up to the date of issuance of this quarterly report.

12. Dividend Payable

The Directors recommend the payment of a final ordinary dividend of 4 sen (financial year ended 31st December 2002 : 6 sen per share less tax) gross dividend per share less income tax. The proposed dividend has not been accounted for in the financial statement and will subject to the shareholders’ approval at the Annual General Meeting to be held at a date to be announced later.

13. Earning Per Share

Basic earning per share

Basic earning per share is calculated based on the net profit for the period of RM3,062,368 and the weighted average number of ordinary shares 33,154,000. 
Weighted average number of shares


‘000

Issued ordinary shares at 1 January 2003
19,800

Effect of shares issued in December 2003
13,354


_________

Weighted average number of shares
33,154


========

Diluted earning per share

Diluted earning per share is calculated based on the net profit for the period of RM3,062,368 and the weighted average number of diluted ordinary shares of 33,409,000.

Weighted average number of shares (diluted)


‘000

Issued ordinary shares at 1 January 2003
19,800

Effect of shares issued in December 2003
13,354

Effect of warrants issued in December 2003
255
________

Weighted average number of shares (diluted)
33,409


========
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_1138879861.xls
Sheet1

		Business segment		Batteries		Others		Eliminations		Consolidated

		2003		RM'000		RM'000		RM'000		RM'000

		Revenue from external customers		84,108		1,358		0		85,467

		Inter-segment revenue		0		7,080		(7,080)		0

		Total revenue		84,108		8,438		(7,080)		85,467

		Segment result  *		9,480		5,673		(7,089)		8,065

		Unallocated income								399

		Unallocated expenses								(145)

		Operating profit								8,319

		Interest income								526

		Interest expense								(2,944)

		Profit before taxation								5,901

		Tax expense								(2,765)

		Minority interest								(73)

		Net profit for the period								3,062
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				Individual Quarter				Cummulative Quarter

				Current Year Quarter		Preceding Year Corresponding Quarter		Current Year      To Date		Preceding Year Corresponding Period

						(Restated)				(Restated)

				31/12/2003		31/12/2002		31/12/2003		31/12/2002

				RM'000		RM'000		RM'000		RM'000

		Deferred taxation		798		(915)		798		(824)

		Current taxation		119		1,145		1,967		2,801

				918		230		2,765		1,977
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						As at 31/12/2003		As at 31/12/2002

						RM'000		RM'000

		Current

		Secured				36,581		36,110

		Non- Current

		Secured				3,714		4,298
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Sheet1

				Cost of				Cost of				Cost of

				Assets Acquired				Assets Disposed				Asset Destroyed

												in Fire

				RM'000				RM'000				RM'000

		Leasehold Land		15,165

		Building (improvements and additions)		18,376

		Plant and Machinery		3,931

		Tools & Equipment and Furnitures		1,211

		Motor Vehicles		338

		Computer		347

				39,369				0				0






