Scope Industries Berhad  

 

(Company No: 591376-D)

A. Notes To The Interim Financial Report

For The Quarter Ended 31 March 2007
A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with Financial Reporting Standards (“FRS”) 134 Interim Financial Reporting and Appendix 9B of the Listing Requirements of the Bursa Malaysia Securities Berhad for the MESDAQ Market (“Bursa Securities”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 30 June 2006. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of Scope Industries Berhad (“SCOPE” or “Company”) and its wholly-owned subsidiary companies (hereinafter referred to as the “Group”) since the financial year ended 30 June 2006.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the financial year ended 30 June 2006.
A2.
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 June 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006.

FRS 2


Share-based Payment

FRS 3


Business Combinations

FRS 5
Non-current Assets Held for Sale And Discontinued     Operations

FRS 101

Presentation of Financial Statements

FRS 102

Inventories

FRS 108

Accounting Policies, Changes in Estimates and Errors

FRS 110

Events after the Balance Sheet Date

FRS 116

Property, Plant and Equipment

FRS 121

The Effects of Changes in Foreign Exchange Rates

FRS 127

Consolidated and Separate Financial Statements

FRS 128

Investments in Associates

FRS 131

Interests in Joint Ventures

FRS 132

Financial Instruments: Disclosure and Presentation

FRS 133

Earnings Per Share

FRS 136

Impairment of Assets

FRS 138

Intangible Assets

FRS 140

Investment Property


The adoption of all the above FRS does not have any significant financial impact on the Group except for the following :


FRS 3; FRS 136 and FRS 138
The adoption of FRS 3, FRS 136 and FRS 138 resulted in a change in accounting policy for negative goodwill. 

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill arising from acquisition”), after reassessment, is now recognised immediately in profit or loss. Prior to 1 July 2006, negative goodwill was credited to reserve on consolidation.

In accordance with the provisions of FRS 3, the negative goodwill arising from acquisition, which was previously recognised as a reserve on consolidation by the Group, has been transferred to the retained earnings as follows:

	
	As at

1.7.2006

	
	RM’000

	Equity attributable to equity holders of the parent
	

	Reserve on consolidation
	(3,466)

	Retained earnings
	3,466

	
	-



With effect from 1 July 2006, in accordance with the provision of FRS 3, goodwill is tested annually for impairment, including in the year of its initial recognition as well as when there are indications of impairment. Impairment losses are recognised when the carrying amount of the cash generating unit to which the goodwill has been allocated exceeds its recoverable amount.

A3.
Audit Qualification of the Preceding Annual Financial Statements

There was no qualification in the audit report of the preceding annual financial statements of the Group.

A4.
Seasonality or Cyclicality of Operations

Generally, the sales for the Group’s products are higher in the first and second quarters of the financial year due to higher demand during the festive seasons. Save as disclosed above, the Group is not subject to seasonal or cyclical fluctuations of operations.

A5.
Material Unusual Items 

There were no material unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group that are unusual in nature, size or incidence for the current interim period and financial year-to-date. 

A6.
Changes in the Estimates

There were no changes in the estimates of amounts reported in previous quarter of the current financial year or in prior financial years that have a material effect in the current interim period.

A7.
Issuances, Cancellations, Repurchase, Resale and Repayments of Debts and Equity Securities

There were no issuances or repayments of debt or equity securities. There was also no share buy-backs, shares cancelled, shares held as treasury shares or treasury shares resold.

A8.
Dividends Paid

There was no dividend paid during the period under review.
A9.
Segment Information

	Year to date 
	Manufacturing
	Investment

holding
	Trading
	Elimination
	Group

	31 March 2007
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	REVENUE
	
	
	
	
	

	External sales
	37,962
	-
	-
	-
	37,962

	Inter-segment sales
	4
	-
	-
	(4)
	-

	Total segment

 revenue
	37,966
	-
	-
	(4)
	37,962

	
	
	
	
	
	

	RESULT
	
	
	
	
	

	Segment result
	610
	(164)
	(1)
	
	445

	Finance cost
	
	
	
	
	(312)

	
	
	
	
	
	

	Share of results of

 associated company
	
	
	
	
	(33)

	Profit before tax
	
	
	
	
	100

	Income tax expense
	
	
	
	
	(294)

	Net profit for the

  period
	
	
	
	
	(194)


A10.
Valuation of Property, Plant and Equipment Brought Forward

There was no revaluation of property, plant and equipment brought forward from the previous financial year. 

A11.
Material Events Subsequent to End of Reporting Period. 

There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statement for the current quarter.

A12.
Effect of Changes in Composition of the Group

There were no changes in the composition of the Group for the period under review.

A13.
Changes in Contingent Assets and Contingent Liabilities

There were no contingent assets or contingent liabilities of the Group since the last annual balance sheet date.

B. Additional Notes Pursuant To The Listing Requirements of Bursa Securities

For the MESDAQ Market For The Quarter Ended 31 March 2007
B1.
Review of Results for the Quarter and Year To Date
Revenue for the current quarter and year to date increased to approximately RM11.98 million and RM37.96 million respectively as compared to RM5.76 million and RM22.89 million in the preceding year corresponding quarter and year to date mainly due to increase in assembly of printed circuit boards, power transformers and manufacturing of telephone sets. Despite the increase in revenue, the Group posted a loss before tax for the current quarter and a lower profit before tax for year to date of RM1.02 million and RM0.10 million respectively as compared to RM1.34 million and RM0.28 million respectively in the preceding year corresponding quarter and year to date mainly due to the   higher operating cost and lower margin derived from sales of turnkey contracts which form a greater portion of current year’s revenue.

B2.
Comparison With Immediate Preceding Quarter’s Results

For the current quarter, the Group achieved a lower revenue of approximately RM11.98 million as compared to RM12.59 million in the preceding quarter mainly due to decrease in assembly of printed circuit boards and manufacturing of telephone sets . The Group posted a loss before tax of RM1.02 million for the current quarter as compared to a profit before tax of RM0.58 million in the preceding quarter. The loss before tax is mainly due to  the higher operating cost and lower margin derived from sales of turnkey contracts in the current quarter. 

B3.
Current Year Prospects

Barring any development which may adversely affect the global electronics industry, we are confident that the Scope Group will register a better performance in the next financial quarter.  

B4.
Profit Estimate, Forecast, Projections or Internal Targets

No profit estimate, forecast, projections or internal targets have been previously announced or disclosed in a public document. 

B5.
Variance in Profit Forecast and Shortfall in Profit Guarantee

Not applicable.
B6.
Taxation

The taxation figures include the following :

	
	
	
	
	Current Quarter

31.3.2007
	Current Year To Date

31.3.2007

	
	
	
	
	RM’000
	RM’000

	
	
	
	
	
	

	Current year’s tax provision
	
	
	
	10
	20

	Transfer to/(from) deferred taxation
	
	
	
	(55)
	274

	
	
	
	
	          (45)
	294


The effective rates of taxation of the Group for the period under review are higher than the statutory rate of taxation principally due to timing differences as a result of non-deductible expenses for tax purpose.

B7.
Sale of Unquoted Investments and/or Property

There was no disposal of unquoted investment and/or properties for the period under review and financial year-to-date.

B8.
Quoted Investments

There were no investments in quoted securities as at 31 March 2007.

B9.
Corporate Proposal
Save as below, there was no corporate proposal announced but not completed as at the date of this report .
The Board of Directors of Scope had on 18 December 2006 entered into a conditional sale and purchase agreement ("SPA") with the shareholder of Forever Step Ltd (“Forever”), namely Mr Guo Shao Min ("Vendor") and Madam Zhang Mu Qin ("Guarantor") to acquire the entire equity interest in Forever comprising 10,000 Shares for a total cash consideration of RM2,500,000 (“Proposed Acquisition”).

 The Proposed Acquisition was completed on 15 May 2007.. 
B10.
Group Borrowings and Debt Securities

	
	
	
	As At

31.3.2007

	
	
	
	RM’000

	Short term
	
	
	

	Secured

-Term loan
	
	
	                695

	- Bankers acceptance 
	
	
	             4,214

	
	
	
	4,909

	Long term
	
	
	

	Secured

-Term Loan
	
	
	

	  - In United States Dollar (in Ringgit Malaysia equivalent)
	363

	- Hire Purchase*
	
	
	2,338

	     
	
	
	2,701

	Total borrowings
	
	
	7,610


* The current portion of the secured hire purchase payables of RM2,001,871 was classified under other payables and accruals.

B11. 
Financial Instruments With Off-Balance Sheet Risk

As at the date of this report, the Group has no financial instruments with off-balance sheet risk.

B12.
Material Litigation

As at the date of this report, the Group does not have any pending material litigation.

B13.
Dividend

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

B14.
Basic Earnings/ (Loss) Per Share. 

	
	
	Quarter 
	Year to date

	
	
	31.3.2007
	31.3.2006
	31.3.2007
	31.3.2006

	Basic earnings/(loss) per share:
	
	
	
	
	

	
	
	
	
	
	

	Net profit/(loss) for the period
	(RM’000)
	(979)
	(1,048)
	(194)
	203

	
	
	
	
	
	

	Weighted average number of ordinary shares in issue
	(‘000)
	268,182
	268,182
	268,182
	268,182

	
	
	
	
	
	

	Basic earnings/(loss) per share
	(sen)
	(0.37)
	(0.39)
	(0.07)
	0.08



There is no diluted earnings per share as the Company does not have any convertible financial instruments as at the current year quarter and current year to date.
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