[image: image1.png]


DISCCOMP BERHAD

(Company No 55420-P)

(Incorporated in Malaysia)


NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT 

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2006
B.
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market

B1
Performance Review
	
	3 months ended
	9 months ended

	
	30/09/06
	30/09/05
	30/09/06
	30/09/05

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	8,826
	7,646
	24,521
	21,872

	
	
	
	
	

	Loss before taxation
	(318)
	(232)
	(942)
	(528)


The Group’s revenue for the third quarter and nine (9) months financial period ended 30 September 2006 have increased by approximately 15% and 12% respectively, as compared to the preceding year’s corresponding quarter and financial period ended 30 September 2005. The increases in revenue were mainly contributed by the improved performances from the retail outlets and branches. 

However, the Group recorded losses before taxation of approximately RM318,000 and RM942,000 for the third quarter and nine (9) months financial period ended 30 September 2006 respectively, as compared to the lower losses before taxation for the corresponding financial quarter and period ended 30 September 2005 of approximately RM232,000 and RM528,000. The loss suffered was mainly a result of the substantial loss from the micro floppy discs (“MFD”) division which was operating at well below the breakeven level. The Group also further incurred an impairment loss of goodwill of RM46,000 during the quarter under review.
B2
Comment on Material Change in Loss Before Taxation
	
	3 months ended

	
	30/09/06
	30/06/06

	
	RM’000
	RM’000

	
	
	

	Loss before taxation
	(318)
	(328)


During the financial quarter under review, the Group recorded a loss before taxation of approximately RM318,000 as compared to a loss before taxation of approximately RM328,000 for the preceding quarter ended 30 June 2006. 
B3
Commentary on Prospects
Disccomp’s MFD manufacturing division continues to operate at the level of turnover which was unable to cover the depreciation cost of the MFD plant. The outlook of the MFD business segment is gloomy in view of the declined global demand for MFD which are being replaced with flash memory products such as Universal Serial Bus (“USB”) drives and flash memory cards. Market situation is further aggravated by the stiff foreign competition especially from China. In view of this, the Group aims to dispose of the MFD manufacturing activity in the near future to stop the losses from this division. 
For the financial year ending 31 December 2006, Disccomp will continue to focus on the strength of its retail and distribution network to market flash memory products, remanufactured ink cartridges and computer accessories. The Group’s performance is expected to improve as a result of the Group’s aggressive participation in information technology related fairs and new distribution/retail outlets projected to be opened through the country by the Group in the future as part of the Group’s business expansion plans. 

B4
Profit Forecast and Profit Guarantee

Not applicable as the Group did not announce any profit forecast or profit guarantee.
B5
Income Tax Expenses
	
	3 months ended
	9 months ended

	
	30/09/06
	30/09/05
	30/09/06
	30/09/05

	
	RM’000
	RM’000
	RM’000
	RM’000

	Malaysia income tax
	
	
	
	

	
	
	
	
	

	- current
	22
	17
	174
	200

	- under/(over) provision in 
	6
	(9)
	2
	(9)

	  prior years
	
	
	
	

	
	28
	8
	176
	191

	
	
	
	
	

	Deferred taxation
	7
	(94)
	(11)
	(96)

	
	
	
	
	

	TOTAL
	35
	(86)
	165
	95


The effective tax rate for the financial periods ended 30 September 2006 and 30 September 2005 is not reflective of the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries and certain expenses which are not deductible for tax purposes.
B6
Sale of Unquoted Investment and Properties

There were no sales of unquoted investments and properties during the quarter under review and financial year-to-date.

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the quarter under review and financial year-to-date.

(b)
There were no investments in quoted securities as at 30 September 2006.

B8
Corporate Proposals

The Group does not have any corporate proposals announced but not completed as at the date of this report. 
B9
Borrowings and Debt Securities

The Group does not have any borrowings or debt securities as at 30 September 2006.
B10
Off Balance Sheet Financial Instruments

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

B11
Changes in Material Litigation

There was no material litigation involving the Group as at the date of this report.
B12
Dividend Payable
No dividend has been declared or recommended for payment for the quarter ended 30 September 2006.
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B13
Loss Per Share

Basic
The basic loss per share is calculated by dividing loss after taxation and minority interests by the weighted average number of ordinary shares in issue for the respective periods as follows:
	
	3 months ended
	9 months ended

	
	30/09/06
	30/09/05
	30/09/06
	30/09/05

	
	
	
	
	

	Loss attributable to the equity holders of the parent (RM’000)
	(374)
	(175)
	(1,170)
	(688)

	
	
	
	
	

	Weighted average number 
	48,500
	48,500
	48,500
	48,500

	 of ordinary shares in issue (‘000)
	
	
	
	

	
	
	
	
	

	Basic loss per share (sen)
	(0.77)
	(0.36)
	(2.41)
	(1.42)


There were no potential dilutive components in the shareholdings of Disccomp as at 30 September 2006 and 30 September 2005.
BY ORDER OF THE BOARD

DATO’ LIM LOONG HENG
MANAGING DIRECTOR

Date: 28 November 2006
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