DISCCOMP BERHAD

Company No.55420-P

(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT FOR THE SECOND QUARTER

ENDED 30 JUNE 2003

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

B1
Review of performance

	
	3 months ended
	6 months ended

	
	30/06/03
	
	30/06/02
	
	30/06/03
	
	30/06/02

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	Turnover
	6,932
	
	7,642
	
	13,635
	
	16,797

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Profit/(loss) before tax
	(359)
	
	147
	
	(994)
	
	256


The Group’s turnover for the second quarter and six months ended 30 June 2003 have decreased by 9.3% and 18.8% respectively, as compared to the previous year’s corresponding period, mainly due to the decrease of turnover in the manufacturing of diskettes and compact discs division.

The Group’s losses before tax of RM359,000 and RM994,000 for the second quarter and six months ended 30 June 2003 respectively, as compared to the profits in previous year’s corresponding period of RM147,000 and RM256,000 was mainly due to decrease in turnover in the manufacturing of diskettes and compact discs division.

B2
Variation of results against preceding quarter

	
	
	   3 months ended

	
	30/06/03
	
	31/03/03

	
	RM’000
	
	RM’000

	
	
	
	

	Profit/(loss) before tax
	(359)
	
	(635)


For the quarter under review, the Group incurred a loss before tax of RM359,000 compared to a loss before tax of RM635,000 in the previous quarter. The decrease in losses was mainly due to increase in other operating income comprised of sponsorship and incentive received from principal, and improvement in gross profit margin.

B3
Current year prospects

With the improving economy as shown in the recent upward trend in the KLSE stock index and also the containment of the SARS disease, the Group expects to perform better for the second half of the year ending 2003, both for the domestic and export market for our products.

The Group have recently completed the expansion of the capacity in the production of compatible ink cartridges and remanufactured ink-jet cartridges/tones. The project was completed as scheduled and should be able to contribute positively to the revenue of the Group.

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
	6 months ended

	
	30/06/03
	
	30/06/02
	
	30/06/03
	
	30/06/02

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Provision for the period
	
	
	
	
	
	
	

	-based on financial year-to-
	
	
	
	
	
	
	

	  date profit
	102
	
	273
	
	232
	
	600

	-under/(over) provision in 
	
	
	
	
	
	
	

	  prior year
	23
	
	(9)
	
	19
	
	(9)

	-deferred taxation
	(307)
	
	28
	
	1,243
	
	28

	
	
	
	
	
	
	
	

	
	(182)
	
	292
	
	1,494
	
	619


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 and additional deferred taxation is provided for.

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

(a)
There were no purchases or disposals of quoted securities during the six (6) months period ended 30 June 2003.

(b)
There were no investments in quoted securities as at 30 June 2003.

B8
Status of corporate proposals

(a)
There were no other corporate proposals announced as at the date of this announcement save for the following: -

(i)
The proposed revision in the utilisation of proceeds amounting RM8 million raised in conjunction with the Company initial public offering (“IPO”) of 16 million ordinary shares of RM0.50 each at par, which was approved by Kuala Lumpur Stock Exchange on 31 March 2003.

(ii) Shareholders’ ratification and proposed shareholders’ mandate for recurrent related party transactions of revenue of trading nature in the ordinary course of business that are necessary for the day-to-day operations of the Disccomp Group, which was approved by the Kuala Lumpur Stock Exchange on 12 May 2003.

(iii) Shareholders’ ratification for transactions involving provision of financial assistance to related parties.

The ordinary resolutions pertaining to the above proposal (i) and (ii), as set out in the Notice of EGM issued by Disccomp on 26 May 2003, were passed by the shareholders of Disccomp held on 19 June 2003.

A separate Circular to Shareholders will be dispatched and an extraordinary general meeting will be convened at a later date in respect of (iii) above.

(b) 
Save for the RM8 million raised from the Company’s IPO, the Company did not undertake any other fund raising corporate exercise.

To date the Company has utilised RM3.65 million from IPO proceeds for the expansion of retail outlets, defray listing expenses, purchase of equipment and working capital purposes. 

The Company had previously intended to utilised part of the proceeds from the Company’s IPO to set up 2 new retail outlets in Leisure Mall, Cheras and Sunway Pyramid. However, the Company is now locating for new potential destination to set up the retail outlets as the Company has not been able to secure tenancy at Leisure Mall, Cheras and Sunway Pyramid. The Company expects the new retail outlets to commence operation by end of 2003.

B9
Borrowings and debt securities

	
	30/06/03

	Short Term
	RM’000

	
	

	Bank overdrafts (unsecured)
	1,006

	Bills payable (unsecured)
	5,399

	
	

	
	6,405


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 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. At the Court decision fixed on 28th July 2003, the Kuala Lumpur High Court (“Court”) has held that DCB is liable to ODT for the loss sustained as result of the fire, which was announced to KLSE on 29th July 2003.

The Board of Directors has resolved through the advice of its solicitors to file a Notice of Appeal against the decision of the Court. Further, DCB will also vide its solicitors make an application for stay or conditional stay of execution proceedings against DCB, pending the said appeal.

B12
Dividends

A first and final tax exempt dividend of 0.50 sen per share amounting to RM242,500 in respect of the financial year ended 31 December 2002 was approved by Disccomp shareholders at the Annual General Meeting held on 19 June 2003 and will be paid on 3rd September 2003.

The entitlement date was fixed on 8 August 2003 and a Depositor shall qualify for entitlement only in respect of:

(a) Shares transferred into the Depositor’s Securities Account before 4.00 p.m. on 8 August 2003 in respect of ordinary transfers;

(b) Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

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 RM39,000 and the number of ordinary shares outstanding during the quarter of 48,500,000.


Weighted average number of ordinary shares

	
	
	
	‘000

	Issued ordinary shares at beginning of the period
	
	
	48,500

	Effect of shares issued
	
	
	-

	
	
	
	

	Weighted average number of ordinary shares
	
	
	48,500


BY ORDER OF THE BOARD

LIM LOONG HENG

MANAGING DIRECTOR

Date: 28th August 2003

