DISCCOMP BERHAD

Company No. 55420-P

(Incorporated In Malaysia)

INTERIM FINANCIAL REPORT FOR THE THIRD QUARTER

ENDED 30 SEPTEMBER 2002

A. Notes to the interim financial report

A1
Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001.

A2
Audit report of preceding annual financial statement

The preceding year annual audited financial statements were not subject to any qualification.

A3
Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors in the third quarter.

A4
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no other unusual items affecting assets, liabilities, equity, net income or cash flows excepts as follow:



30/09/2002



RM'000





Listing expenses incurred during the financial period ended 30/09/02.

553

A5
Material changes in estimates

There were no changes in estimates of amounts reported in prior financial years, which have a material effect in the current financial period.

A6
Debt and equity securities

During the financial period ended 30 September 2002, the Company increased its issued and paid up capital from RM16,250,000 to RM24,250,000 by the allotment of 16,000,000 ordinary shares of RM0.50 each by private placement on 22 January 2002.

There were no other issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial quarter.

A7
Dividends paid

The Company did not pay any dividend in the current financial quarter.

A8
Segment information

No industry segmental analysis is presented as the Group operates principally in manufacturing and trading of information technology related products.

A9
Property, plant and equipment

There is no revaluation of property, plant and equipment brought forward from the previous audited financial statements as the Group did not adopt a revaluation on its property, plant and equipment.

A10
Material events subsequent to the end of the interim period

There were no material events subsequent to the current financial quarter ended 30 September 2002 up to the date of this report which is likely to substantially affect the results of the operations of the Group.

A11
Changes in composition of the Group

During the current financial quarter and financial year to date, the following acquisitions were carried out:-

(a) Acquisition of 100% equity interest, representing 2 ordinary shares of RM1 each for cash consideration of RM2 in Esytech Export Sdn Bhd (formerly known as Wealthy Stream Sdn Bhd) by ESY Ink Technology Sdn Bhd on 8 January 2002.

(b) The Company increased its paid up capital by 16,000,000 ordinary shares of RM0.50 each at par value of RM0.50 by private placement on 22 January 2002.

A12
Changes in contingent liabilities


30/09/02

31/12/01

Changes


RM’000

RM’000

RM’000








Corporate guarantees in respect of






Banking facilities granted to subsidiary






companies
1,600

1,600

0

A13
Capital commitments

There were no capital commitments for the current financial year to-date.

A14
Related party transactions

Related parties and relationship.

The related parties of the Group and of the Company comprise the following:

Related companies being subsidiary companies of Disccomp Berhad (DCB):

Optical Disc Technology Sdn Bhd (ODT), a 55% owned subsidiary company

ODT Marketing Sdn Bhd, wholly owned subsidiary company of ODT.

Pineapple Computer System Sdn Bhd (PCS), a 90% owned subsidiary company

Pineapple Computer & Accessories Sdn Bhd (PCA), wholly owned subsidiary company of PCS.

Pine System Technology Sdn Bhd (PST), a 51% owned subsidiary company of PCS.

SC Multimedia (EM) Sdn Bhd (SCEM), a 51% owned subsidiary company

Other related parties being an associated company of the Chuan Huat Resources Berhad Group of companies (CHRB Group) and companies in which Directors of the Company and Directors of subsidiary companies have an interest.

The significant related party transactions are as follows:


3 months ended

9 months ended


30/09/02

30/09/02


RM’000

RM’000






a) Sale of goods









    Other related parties




    Basic Electronic (S) Pte Ltd
421

1,245

    Pineapple Computer Sales & Services Sdn Bhd
17

35

    Lim Kim Chuan & Sons Holdings Sdn Bhd
0

3

    CHRB Group
4

45






    Subsidiary companies









    ODT
0

16

    ODTM
591

998

    PCS
372

975

    PCA
125

297

    PST
274

589

    SC(EM)
47

136






b) Purchase of goods









    Other related parties




    Basic Electronic (S) Pte Ltd
0

232






    Subsidiary companies









    ODT
591

999

    ODTM
70

276

    PCS
21

52

    PCA
204

457

    PST
14

29






c) Others









    Other related parties




    Rental of premises paid to CHRB Group
74

255

    Rental of house paid to LKC & Sons
2

4

    Water & electricity charges paid to CHRB Group
9

36

    Rental of office received from CHRB Group
0

2

    Management services received from one of the 




    associated company of CHRB
2

5

    Security services and management/ administrative




    services received from CHRB Group
18

53

    Advance from Mr. Au Weng Keong
0

3,374

    Loan to CHRB Group
1,135

3,269

    Interest receivable from CHRB Group
75

75






    Subsidiary companies




    Advance from DCB to ODT
253

5,108

    Advance from DCB to ODTM
0

80

    Provision of management services by PCS to a




    subsidiary of DCB
5

32

    Rental of office space by a subsidiary of DCB from PCS
5

9

    Rental paid by PCS to DCB
6

6

    Rental paid by PCA to DCB
3

3

Mr. Au Weng Keong, a Director of Optical Disc Technology Sdn Bhd, has a substantial financial interest in Basic Electronic (S) Pte Ltd.

Pineapple Computer Sales & Services Sdn Bhd is a company in which Mr. Yeo Pek Hiang, a Director of Pineapple Computer System Sdn Bhd, has a substantial financial interest.

Lim Kim Chuan & Sons Holdings Sdn Bhd (“LKC & Sons”) is a company owned by Dato’ Lim Khoon Heng, Lim Loong Heng, Lim Khoon Hock, Lim Kim Chuan and Hew Kwee Won (“The Lim Family”). The Lim Family are deemed interested in the related party transactions between the DCB group and LKC & Sons.

In the opinion of the Directors, the above related party transactions have been entered into in the normal course of business and have been established under terms that are no more favourable than those arranged with independent third parties.

A15
Cash and cash equivalents


30/09/02


RM’000




Fixed deposit with a licensed bank
6,000

Cash and bank balances
1,650

Bank overdraft
(516)





7,134
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B.
Additional information required by the KLSE’s Listing Requirements

B1
Review of performance


3 months ended
9 months ended


30/09/02

30/09/01

30/09/02

30/09/01


RM’000

RM’000

RM’000

RM’000










Turnover
9,103

11,116

25,900

33,635



















Profit before tax
173

814

429

2,468

The Group’s turnover for the third quarter and the nine months ended 30 September 2002 have decreased by 18% and 23% respectively, as compared to the previous year, mainly due to competitive CD market resulting in a drop in turnover.

The Group’s profit before taxation for the third quarter and the nine months ended 30 September 2002 decreased by RM641,000 and RM2 million respectively, as compared to the previous year, mainly due to decrease in turnover of manufacturing and trading of CD division and the write off of listing expenses of RM553,000 incurred by the Company during the financial period ended 30 September 2002.

B2
Variation of results against preceding quarter



   3 months ended


30/09/02

30/06/02


RM’000

RM’000






Profit before tax
173

147

For the quarter under review, the Group recorded a profit before tax of RM173,000 compared to RM147,000 in the previous quarter. The increase in profits was mainly due to improvement in turnover of the retail outlets division in the third quarter.

B3
Current year prospects

By setting up additional retail outlets in Malaysia, the Group anticipates to maintain a satisfactory performance for the quarter ending 31 December 2002. 

B4
Profit forecast and profit guarantee

The Group did not announce any profit forecast or profit guarantee during the financial quarter.

B5
Taxation


3 months ended
9 months ended


30/09/02

30/09/01

30/09/02

30/09/01


RM’000

RM’000

RM’000

RM’000

Provision for the period








-based on financial year-to-








  date profit
310

390

910

997

-under/(over) provision in 








  prior year
4

-

(5)

-

-deferred taxation
53

-

81

-











367

390

986

997

The Group’s effective tax rate 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.

B6
Unquoted investment and properties

There was no disposal of unquoted investments and properties for the current quarter and financial year-to-date.

B7
Quoted securities


3 months ended
9 months ended


30/09/02

30/09/01

30/09/02

30/09/01


RM’000

RM’000

RM’000

RM’000

(a) Quoted Securities 








(i)  Total Purchases
-

-

-

-










(ii)  Total Disposal / Sales 








      proceeds
-

-

-

-










(iii) Total Profit / (Loss) on 








      disposal
-

-

-

-










(b) Investments in quoted








     Securities as at 30/09/02

















(i)  at cost ;




-

-

(ii)  at carrying value / book 








      Value;




-

-

(iii) at market value.




-

-

B8
Status of corporate proposals

A proposal to seek shareholders’ ratification and approval in respect of transactions with related parties pursuant to the provisions of Paragraph 6.6 of the Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”) for the MESDAQ Market (“MESDAQ Listing Requirements”) was announced to KLSE on 14 November 2002.

B9
Borrowings and debts securities


30/09/02

Short Term
RM’000




Bank overdrafts (unsecured)
516

Bills payable (unsecured)
5,147





5,663

B10
Off balance sheet financial instruments

During the financial year to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11
Material litigation

There were no other material litigation involving the Group as at the date of this announcement except for the following:-

(a)
The Group is acting as plaintiff for the recovery of trade debts during the ordinary course of business. 

(b)
In Civil Suit No.S4-23-27-1997 filed on 10 January 1997, Optical Disc Technology Sdn Bhd (ODT), a subsidiary of the Disccomp Berhad (DCB), sued DCB for RM5,267,282.45 for allegedly causing fire to spread to ODT’s premises resulting in damage to its machinery and equipment. As a term of the payment by the insurance company, ODT is required to institute legal action against DCB for the recovery of damages. DCB has filed a defence, through its solicitors, against the claim made by ODT on 15 September 1997. The case is fixed for further hearing on the 16th and 17th January 2003. The Directors are of the opinion that the outcome of the case would be in DCB’s favour.

B12
Dividends

The Board of Directors did not recommend any dividend.

B13
Earnings per share


Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net loss attributable to ordinary shareholders of RM75,000 and the number of ordinary shares outstanding during the quarter of 48,500,000.

BY ORDER OF THE BOARD

LIM LOONG HENG

DEPUTY MANAGING DIRECTOR

Date : 28th November 2002

