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PART A - EXPLANATORY NOTES PURSUANT TO MASB 26

1.
BASIS OF PREPARATION

The interim financial reports of the Group have been prepared in accordance with MASB 26 "Interim Financial Reporting" and Chapter 7 Part VI of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements for MESDAQ market. This interim financial report is unaudited and should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2003. The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2003.

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 2003.

2.
AUDITOR'S REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS


The latest audited annual financial statements for year ended 31 December 2003 were not subject to any qualification.

3.
SEASONAL OR CYCLICAL FACTORS

The operations of the Group were not affected by any seasonal or cyclical factors.

4. UNUSUAL ITEMS

The results from investing activity comprises the advancement amounting to RMB1.2 million (equivalent to RM550,459) made by the Company as down payment for the aborted Joint Venture Agreement with Sys-Win Companies and Mr. Chen Liangshen that have been used to set off against expenses incurred in setting up the proposed joint venture company.
Except for the above, there were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence during the financial period under review.

5. MATERIAL CHANGES IN ESTIMATES

There were no material changes in the nature and amount of estimates reported in prior financial years that have a material effect in the current quarter.

6. CHANGES IN DEBTS AND EQUITY SECURITIES

There were no issuance and repayment of debt securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial period under review.

7. DIVIDEND

No dividends has paid or declared by the Company for the quarter under review.

8. SEGMENTAL INFORMATION 
Segmental information for the 6 months ended 30 June 2004 and 30 June 2003 are as follows:
	
	
	 Malaysia 
	 Overseas 
	 Elimination 
	 Consolidated 

	
	
	2004
	2003
	2004
	2003
	2004
	2003
	2004
	2003

	
	
	 RM 
	 RM 
	 RM 
	 RM 
	 RM 
	 RM 
	 RM 
	 RM 

	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	
	
	

	   External sales
	11,725,579
	9,229,893
	3,108,021
	5,088,133
	
	
	14,833,600
	14,318,026

	   Inter-segment sales
	3,664,719
	3,352,368
	-
	-
	(3,664,719)
	(3,352,368)
	-
	-

	Total revenue
	15,390,298
	12,582,261
	3,108,021
	5,088,133
	(3,664,719)
	(3,352,368)
	14,833,600
	14,318,026

	
	
	
	
	
	
	
	
	
	

	Result
	
	
	
	
	
	
	
	
	

	Segment results
	2,868,855
	(421,309)
	2,188,886
	4,538,925
	
	
	5,057,741
	4,117,616

	   Amortisation (unallocated)
	
	
	
	
	
	(1,858,637)
	(1,583,235)

	   Results from investing activity
	
	
	
	
	
	(550,459)
	        -

	   Finance costs
	
	
	
	
	
	
	(9,024)
	(9,420)

	Profit before taxation
	
	
	
	
	
	
	2,639,621
	2,524,961

	   Taxation
	
	
	
	
	
	
	
	(168,953)
	(33,362)

	Profit after taxation
	
	
	
	
	
	
	2,470,668
	2,491,599

	   Minority interest
	
	
	
	
	
	
	(119,286)
	70,996

	Profit for the year
	
	
	
	
	
	
	2,351,382
	2,562,595


9. VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

There were no revaluation of property, plant and equipment brought forward from previous audited financial statements.

10. MATERIAL EVENTS SUBSEQUENT TO THE CURRENT QUARTER

There was no significant event arising in the period from 1 July 2004 to the date of this announcement, which will have a material effect on the financial results of the Group for the period under review.

11. 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.

12. CONTINGENT LIABILITIES

There were no material contingent liabilities as at the date of this report.

13. CAPITAL COMMITMENTS

There were no material capital commitments as at the date of this report.

PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA SECURITIES
14. REVIEW OF PERFORMANCE

For the period ended 30 June 2004, the Group generated a total turnover of approximately RM14.83 million compared to approximately RM14.32 million in the corresponding period. This represents an improvement of approximately 4% period on period comparison. In addition, profit from operations registered a growth of approximately 26% to RM3.20 million compared to RM2.53 million in the same period last financial year. However, the set-off of advancement amounting to RMB1.2 million (equivalent to RM550,459) made by the Company as down payment for the aborted joint venture has caused a decline of approximately 8% in net profit for the period to RM2.35 million in comparison to the results of the corresponding period. 

15. VARIATION OF RESULTS AGAINST THE PRECEDING QUARTER

	
	Current Quarter

30/6/2004

RM’000
	Preceding Quarter

31/3/2004

RM’000

	Revenue
	9,084
	5,749

	Profit Before Taxation
	1,699
	941

	
	
	


The Group’s profit before taxation for the current quarter registered an improvement of approximately 81% to approximately RM1.70 million as compared to the results of the preceding quarter ended 31 March 2004. This was largely attributed by higher revenue during the current quarter. Revenue for the quarter increased to RM9.08 million compared to RM5.75 million in the preceding quarter, representing a growth of approximately 58%.   Both the revenue from overseas and domestic market achieved growth during the quarter ended 30 June 2004.

16. CURRENT YEAR PROSPECTS

The Group’s revenue began to climb in the second quarter of 2004 after a slow start in the preceding quarter. Revenue from the Malaysia and overseas market had been growing steadily in the past 3 months and is expected to continue to do so. Malaysia’s GDP growth remains positive and is expected to reach 6.5% in 2004. The economic outlook is encouraging and the Group expects to capitalize on it to improve its performance. However, the threat of terrorism; escalating crude oil prices; outbreak of bird flu in the Indo-China region; and geopolitical issues continue to dampen the global economic climate. Although not specific to the Group, these issues indirectly affect the business confidence of the markets in which the Group operates.  Barring any unforeseen developments, the Directors are confident that the financial year ending 31 December 2004 would be a year of sustained growth.

17. PROFIT FORECAST OR PROFIT GUARANTEE

The Group has not provided any profit forecast or profit guarantee in a public document for the financial period to date ended 30 June 2004.

18. TAXATION

	
	Current Quarter
	
	Cumulative Quarter

	
	3 months ended
	
	6 months ended

	
	30/6/2004
	
	30/6/2004

	
	RM
	
	RM

	Tax expense for the period:
	
	
	

	Malaysian income tax
	156,203
	
	168,953

	
	
	
	


The Group's effective tax rate is lower than the statutory tax rate for the current financial period under review mainly because of the Company's MSC status. Income derived from its operating activities is exempted from tax for 5 years up to January 2008.

19. PROFIT OR LOSS ON SALE OF  INVESTMENTS AND/OR PROPERTIES

There were no sales of unquoted investments or properties during the quarter under review.

20. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There were no purchases or disposals of quoted securities for the quarter and financial year to date.

21. STATUS OF CORPORATE PROPOSALS

(a) 
Joint Venture with Sys-Win Companies

As previously announced, the Company, Sys-Win Companies and Mr. Chen Liangshen have mutually agreed to terminate the Joint Venture Agreement ("JVA") entered into on 2 February 2004. The Termination Agreement ("TA") was dated 23 April 2004 ("JV Termination"). The reason for the termination was due to non-fulfilment of certain terms in the JVA.

Subsequent to this TA, the Company, Sys-Win Companies and Mr. Chen Liangshen had on 26 April 2004 signed a Supplemental Termination Agreement in relation to the JV Termination as all parties have mutually agreed on additional conditions in relation to the JV Termination. The advancement of RMB1.2 million (equivalent to RM550,459) made by the Company as down payment have been used to set off against expenses incurred in setting up the proposed joint venture company.
b)
Status of utilisation of listing proceeds

The status of utilisation of the proceeds raised from the public issue pursuant to the listing of the Company on the Mesdaq Market of the Bursa Securities amounting to approximately RM11.6 million is as follows:


	
	As approved by the Securities Commission

 & Bursa Securities
	
	Utilised as

 at the date 

of report

	
	RM
	
	RM

	
	
	
	

	Proposed overseas investments
	1,500,000 
	
	1,500,000 

	Research and development expenditure
	7,000,000 
	
	4,128,868 

	Renovation and upgrading of computers and other office equipment
	1,000,000 
	
	1,000,000 

	Working capital
	3,186,000 
	
	3,186,000 

	Estimated listing expenses
	1,800,000 
	
	1,768,412 

	
	
	
	

	
	14,486,000 
	
	11,583,280 

	
	
	
	


22. GROUP BORROWINGS AND DEBT SECURITIES

The total borrowings of the Group as at 30 June 2004 comprised RM500,507 of hire purchases liabilities analysed as follows:

	
	RM

	Secured - due within 12 months
	94,940 

	Secured - due after 12 months
	405,567 

	
	

	
	500,507 

	
	


23. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

The Group has no off-balance sheet financial instruments at the date of this announcement.

24. MATERIAL LITIGATION

The Group does not have any material litigation which, in the opinion of the Directors, would have a material adverse effect on the financial results of the Group as at the date of this announcement.

25. DIVIDEND PAYABLE

No dividend has been recommended for the current quarter under review.

26. EARNINGS PER SHARE

	

	Current Quarter

3 months ended
	
	Cumulative Quarter

6 months ended

	
	30/6/2004
	
	30/6/2004

	
	RM
	
	RM

	Earnings
	
	
	

	Earnings for the purpose of basic and diluted earnings per share
	1,427,805 
	
	2,351,382 

	
	
	
	

	
	
	
	

	Number of shares
	
	
	

	Weighted average number of share in issue for basic earning per share
	276,200,000 
	
	276,200,000 

	
	
	
	

	Effect of dilutive potential ordinary shares on conversion of options
	
	
	

	  under ESOS
	6,992,595 
	
	6,992,595 

	
	
	
	

	Weighted average number of share in issue for diluted earning per share
	283,192,595 
	
	283,192,595 

	
	
	
	

	
	
	
	

	Earning per share (sen)
	
	
	

	- Basic
	0.52 
	
	0.85 

	- Diluted
	0.50 
	
	0.83 


Basic earnings per share for the preceding corresponding quarter and preceding corresponding year to date are calculated by dividing the net profit attributable to ordinary shareholders with the weighted average number of ordinary shares of 165,256,667 and 155,628,333 of RM0.10 each respectively.

27. AUTHORISATION FOR ISSUE

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 18 August 2004.










