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QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 31 DECEMBER 2003. (The figures have not been audited)

CONDENSED CONSOLIDATED INCOME STATEMENT


Individual Quarter
Cumulative Quarter


Current year quarter 31/12/2003

RM’000
Preceding year corresponding quarter 31/12/2002

RM’000
Current year to date 31/12/2003

RM’000
Preceding year corresponding period 31/12/2002

RM’000







Revenue
13,484
N/A
13,484
N/A

Cost Of Sales
(9,957)
N/A
(9,957)
N/A

Gross Profit
3,527
N/A
3,527
N/A

Operating Expenses
(1,155)
N/A
(1,155)
N/A

Profit Before Finance Cost 

  And Depreciation
2,372
N/A
2,372
N/A

Finance Cost
(121)
N/A
(121)
N/A

Depreciation
(142)
N/A
(142)
N/A

Other Income
95
N/A
95
N/A

Profit Before Taxation
2,204
N/A
2,204
N/A

Taxation
(681)
N/A
(681)
N/A

Profit After Taxation
1,523
N/A
1,523
N/A

Minority Interests
      -
N/A
      -
N/A

Net Profit Attributable To 

  Members Of The Company
1,523
N/A
1,523
N/A







Earnings Per Share – Basic (Sen)
2.0
N/A
2.0
N/A

Note: 

Comparative figures for the preceding year are not available as Digistar Corporation Berhad was listed on the MESDAQ Market of the Malaysia Securities Exchange Berhad on 7 November 2003.

QUARTERLY REPORT ON CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2003. (The figures have not been audited)

CONDENSED CONSOLIDATED BALANCE SHEET
As at end of current quarter 31/12/2003

RM’000




PROPERTY, PLANT AND EQUIPMENT
6,727




CURRENT ASSETS


Inventories held for resale


Trade receivables


Other receivables, deposit and prepayment 


Amount owing by contract customers


Fixed deposits with licensed banks


Cash and bank balances
1,745

12,135

219

2,138

11,634

136


28,007

CURRENT LIABILITIES


Trade payables


Other payables and accruals


Bank overdraft

 
Short term borrowings

             Provision for taxation 
6,072

294

955

2,062

1,268


10,651




NET CURRENT ASSETS
17,356


24,083




Financed by:-

SHARE CAPITAL
8,344

SHARE PREMIUM
8,394

RETAINED PROFITS
2,079

RESERVE ON CONSOLIDATION
4,031


22,848

HIRE PURCHASE PAYABLES
1,150

DEFERRED TAXATION
85


24,083




NET TANGIBLE ASSETS PER SHARE (Sen)
27.4

Note:

Comparative figures for the preceding year are not available as Digistar Corporation Berhad was listed on the MESDAQ Market of the Malaysia Securities Exchange Berhad on 7 November 2003.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE FIRST QUARTER ENDED 31 DECEMBER 2003. (The figures have not been audited)


Share

Capital

RM’000
Share

Premium

RM’000
Retained Profits

RM’000
Reserve on Consolidation

RM’000
Total

RM’000








At 1 October 2003
6,258


-
556
4,031
10,845








Issued during the period
2,086
8,394


-
-
8,394








Net profit for the period
-


-
1,523
-
1,523








At 31 December 2003
8,344
8,394
2,079
4,031
22,848








CONDENSED CONSOLIDATED CASH FLOW STATEMENT FOR THE CUMULATIVE QUARTER ENDED 31 DECEMBER 2003 (The figures have not been audited)



RM’000

CASH FLOWS FROM OPERATING ACTIVITIES




Profit before taxation

1,523


Adjustments for:

Non cash items

Non operating items

142

(71)


Operating profit before working capital changes


Net changes in current assets


Net changes in current liabilities

1,594

(5,711)

2,590

CASH USED IN OPERATIONS

(1,527)


Interest paid

(32)


Income tax paid

(453)


Net cash used in operating activities

(2,012)





CASH FLOWS FROM INVESTING ACTIVITIES




Interest received 

58


Purchase of property, plant and equipment 

(1,483)


Proceed from issuance of shares

11,473


Net cash from investing activities

10,048





CASH FLOWS FROM FINANCING ACTIVITIES




Increase in bills payable

548


Repayment of hire purchase obligation

(70)


Repayment of term loan

(754)


Net cash used in financing activities

(276)






Net increase in cash and cash equivalents

7,760






Cash and cash equivalents at 1 October 2003

3,055


Cash and cash equivalents at 31 December 2003

10,815





Note:







Cash and cash equivalents comprise of:




Fixed deposits with licensed bank

11,634


Cash and bank balances

136


Bank overdrafts

(955)



10,815









UNAUDITED QUARTERLY REPORT FOR THE

FIRST QUARTER ENDED 31 DECEMBER 2003

A.
EXPLANATORY NOTES AS PER MASB 26

A1.
Basis of Preparation


The interim financial report is unaudited and has been prepared in accordance with MASB 26 "Interim Financial Reporting" and Chapter 7 Part VI of the Malaysia Securities Exchange Berhad’s (“MSEB”) Listing Requirements for MESDAQ market.


The accounting policies adopted by Digistar and its subsidiary companies (“Group”) in the interim financial report are consistent with those adopted for the financial statement for the financial period ended 30 September 2003 which are reproduced as follows:


Significant Accounting Policies

(a)
Financial Instruments


Financial instruments are recognised in the balance sheet when the Company has become a party to the contractual provisions of the instruments.


Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument classified as a liability, are reported as expense or income. Distributions to holders of financial instruments classified as equity are charged directly to equity.

Financial instruments are offset when the Company has a legally enforceable right to offset and intends to settle either on a net basis or to realise the asset and settle the liability simultaneously.


Financial instruments recognised in the balance sheet are disclosed in the individual policy statement associated with each item.

(b)
Basis of Consolidation

The consolidated financial statements include the financial statements of the Company and all its subsidiaries made up to 31 December 2003.


A subsidiary is defined as a company in which the Group has the power, directly or indirectly, to exercise control over the financial and operating policies so as to obtain benefits from its activities. All subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition method of accounting, the results of subsidiaries acquired or disposed of are included from the date of acquisition or up to the date of disposal. At the date of acquisition, the fair values of the subsidiaries’ net assets are determined and these values are reflected in the consolidated financial statements.

(b)
Basis of Consolidation (Cont’d)


Intragroup transactions, balances and unrealised gains on transactions are eliminated; unrealised losses are also eliminated unless cost cannot be recovered. Where necessary, adjustments are made to the financial statements of subsidiaries to ensure consistency of accounting policies with those of the Group.



Minority interests are measured at the minorities’ share of the post acquisition fair values of the identifiable assets and liabilities of the acquiree. Separate disclosure is made of minority interests.


(c)
Investment in Subsidiaries



The investment in subsidiaries are stated at cost less allowance for diminution in value of the investments. An allowance for diminution in value of the investment is made where, in the opinion of the directors, there is a decline other than temporary in the value of the investment.

(d)
Goodwill or Negative Goodwill On Consolidation


Goodwill represents the excess of the fair value of the purchase consideration over the Group’s share of the fair values of the separable net assets of the subsidiaries at the date of acquisition.  Negative goodwill represents the excess of the Group’s share of the fair values of the separable net assets of the subsidiaries at the date of acquisition over the fair value of the purchase consideration.



Goodwill is stated net of negative goodwill and is retained in the consolidated balance sheet.  The carrying value of the goodwill is reviewed annually and is written down for impairment where it is considered necessary. The impairment value of goodwill is taken to the consolidated income statement.  

(e)
Property, Plant and Equipment 


Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. Depreciation is calculated under the straight-line method to write off the cost of the assets over their estimated useful lives. The principal annual rates used for this purpose are:-

Leasehold land
over remaining lease period of 87 years to 99 years

Leasehold office units
2%

Office lot
2%

Shophouse
2%

Site office cabins
10%

Furniture and fittings
10%

Office equipment
10%

Motor vehicles
20%

Plant and machinery
10%

Renovation
10%


(f)
Impairment of Assets

The carrying values of assets, other than those to which MASB Standard 23 Impairment of Assets does not apply, are reviewed at each balance sheet date for impairment when there is an indication that the assets might be impaired. Impairment is measured by comparing the carrying values of the assets with their recoverable amounts.

An impairment loss is charged to the income statement immediately unless the asset is carried at its revalued amount. Any impairment loss of a revalued asset is treated as a revaluation decrease to the extent of a previously recognised revaluation surplus for the same asset.



In respect of assets other than goodwill, and when there is a change in the estimates used to determine the recoverable amount, a subsequent increase in the recoverable amount of an asset is treated as a reversal of the previous impairment loss and is recognised to the extent of the carrying amount of the asset that would have been determined (net of amortisation and depreciation) had no impairment loss been recognised. The reversal is recognised in the income statement immediately, unless the asset is carried at its revalued amount. A reversal of an impairment loss on a revalued asset is credited directly to the revaluation surplus. However, to the extent that an impairment loss on the same revalued asset was previously recognised as an expense in the income statement, a reversal of that impairment loss is recognised as income in the income statement. 


(g)
Inventories



Inventories are stated at the lower of cost and net realisable value. Cost is determined on the first-in-first-out basis and comprises the purchase price and incidental expenses incurred in bringing the inventories to their present location and condition.



In arriving at net realisable value, due allowance is made for all damaged, obsolete and slow-moving items.


(h)
Assets Under Hire Purchase


Plant and equipment acquired under hire purchase are capitalised in the financial statements and are depreciated in accordance with the policy set out in paragraph (e) above. Each hire purchase payment is allocated between the liability and finance charges as to achieve a constant rate on the finance balance outstanding. Finance charges are allocated to the income statement over the period of the respective hire purchase agreements.


(i)
Receivables


Receivables are carried at anticipated realisable value. Bad debts are written off in the period in which they are identified. An estimate is made for doubtful debts based on a review of all outstanding amounts at the balance sheet date.

(j)
Amount Owing By/To Contract Customers


The amount owing by/to contract customers is stated at cost plus profits attributable to contracts in progress less progress billings and provision for foreseeable losses, if any. Cost includes direct materials, labour and applicable overheads.

(k)
Payables

Payables are stated at cost which is the fair value of the consideration to be paid in the future for goods and services received.

(l)
Equity Instruments

Ordinary shares are classified as equity. Dividends on ordinary shares are recognised in equity in the period in which they are declared.


(m)
Taxation


Taxation for the year comprises current and deferred tax. 


Current tax is the expected amount of income taxes payable in respect of the taxable profit for the year and is measured using the tax rates that have been enacted or substantially enacted at the balance sheet date.


Deferred tax liabilities are recognised for all taxable temporary differences other than those that arise from goodwill or negative goodwill or from the initial recognition of an asset or liability in a transaction which is not a business combination and at the time of the transaction, affects neither accounting profit nor taxable profit.


Deferred tax assets are recognised for all deductible temporary differences, unused tax losses and unused tax credits to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, unused tax losses and unused tax credits can be utilised.


Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the asset is realised or the liability is settled, based on the tax rates that have been enacted or substantially enacted at the balance sheet date.


Deferred tax is recognised in the income statement, except when it arises from a transaction which is recognised directly in equity, in which case the deferred tax is also charged or credited directly in equity, or when it arises from a business combination that is an acquisition, in which case the deferred tax is included in the resulting goodwill or negative goodwill. The carrying amounts of deferred tax assets are reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax assets to be utilised.


(n)
Segmental Information


Segment revenues and expenses are those directly attributable to the segments and include any joint revenue and expenses where a reasonable basis of allocation exists. Segment assets include all assets used by a segment and consist principally of property, plant and equipment (net of accumulated depreciation, where applicable), other investments, inventories, receivables, and cash and bank balances. 

Most segment assets can be directly attributed to the segments on a reasonable basis. Segment assets and liabilities do not include income tax assets and liabilities respectively.

Segment revenues, expenses and results include transfers between segments. The prices charged on intersegment transactions are based on normal commercial terms. These transfers are eliminated on consolidation.
(o)
Cash and Cash Equivalents


Cash and cash equivalents comprise cash in hand, bank balances, demand deposits, deposits pledged with financial institutions, bank overdrafts and short term, highly liquid investments that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

(p)
Interest-Bearing Borrowings

Interest-bearing borrowings are recorded at the amount of proceeds received, net of transaction costs.


All the borrowing costs are charged to the income statement as expenses in the period in which they are incurred.

(q)
Foreign Currencies



Transactions in foreign currencies are converted into Ringgit Malaysia at the approximate rates of exchange ruling at the transaction dates. Monetary assets and liabilities in foreign currencies at the balance sheet date are translated at the approximate rates ruling on that date. All exchange differences are taken to the income statement.

(r)
Revenue Recognition


(i) 
Contract Revenue




Revenue on contracts is recognised on the percentage of completion method unless the outcome of the contract cannot be reliably determined, in which case revenue on contracts is only recognised to the extent of contract costs incurred that are recoverable. Foreseeable losses, if any, are provided for in full as and when it can be reasonably ascertained that the contract will result in a loss.

(r)
Revenue Recognition (Cont’d)


(ii) 
Sale of Goods and Services


Sales are recognised upon delivery of goods and customers’ acceptance or performance of services.



(iii) 
Rental Income



Rental income is recognised on an accrual basis.



(iv) 
Interest Income



Interest income is recognised on an accrual basis, based on the effective yield on the investment.

A2.
Qualification of Financial Statements


The audit report of the preceding financial statements for the period from 15 January 2003 (Date of Incorporation) to 30 September 2003 was not subject to any audit qualification.

A3.
Seasonal or Cyclical Factors


The results of the Company/Group were not materially affected by any significant seasonal or cyclical factors during the quarter under review.

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows


There were no unusual items affecting assets, liabilities, equity, net income or cash flow during the quarter under review.

A5.
Material Changes In Estimates


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

A6.
Debts and Equity Securities


Save as disclosed in Note B8 below, there was no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, share held as treasury shares and resale of treasury shares for the current period and financial year-to-date.

A7.
Dividend 


The Board of Directors have declared an interim dividend of 2 sen per share, less 28% income tax for the year ending 30 September 2004 to be paid on 24 February 2004.  The amount payable is RM1,201,468.68.

The entitlement date for the interim dividend shall be on 11 February 2004.  A depositor shall qualify for entitlement to the dividend only in respect of :

a)
shares transferred into the depositor’s securities account before 4.00 p.m. on 11 February 2004 in respect of transfers;

b)
shares deposited into the depositor’s securities account before 12.30 p.m. on 9 February 2004 in respect of shares exempted from mandatory deposit; and

c)
shares bought on Malaysia Securities Exchange Berhad (“MSEB”) on a cum entitlement basis in accordance with the rules of MSEB.

A8.
Segmental Information

Revenue by activities
Individual Quarter
Cumulative Quarter


Current year quarter 31/12/2003

RM’000
Preceding year corresponding quarter 31/12/2002

RM’000
Current year to date 31/12/2003

RM’000
Preceding year corresponding period 31/12/2002

RM’000







Contract revenue
13,283
N/A
13,283
N/A

Maintenance income
89
N/A
89
N/A

Sales of goods
98
N/A
98
N/A

Rental Income
14
N/A
14
N/A


13,484
N/A
13,484
N/A

A9.
Valuation Of Property, Plant And Equipment


There were no changes in the valuation of the property, plant and equipment reported in the previous audited financial statements that will have effect in the current quarter under review.











A10.
Material Events Subsequent To The End Of The Quarter


There were no material events subsequent to the current quarter under review up to the date of this report which is likely to substantially affect the results of the operations of the Company.











A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the quarter under review that have not been reflected in the financial statements.

A12.
Contingent Liabilities

a) The Company has provided corporate guarantees for hire purchase facilities granted to a wholly owned subsidiary for a total amount of RM910,000. As at 13 January 2004, the said hire purchase facilities have been fully drawn down. 

b) The Company has also provided a corporate guarantee to secure the payments for good purchase by a wholly owned subsidiary up to an amount of €152,787.

Save as disclosed in the above, there were no material contingent liabilities as at 13 January 2004, being the date not earlier than 7 days from the date of this announcement.

A13.
Capital Commitments


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

A14.
Significant Related Party Transactions


There were no significant related party transactions during the quarter under review.

B.
ADDITIONAL INFORMATION REQUIRED BY THE MSEB’S LISTING REQUIREMENTS

B1.
Review of the Performance


The Group achieved revenue and profit before taxation (“PBT”) of RM13.5 million and RM2.2 million respectively for the first quarter ended 31 December 2003. The improvement in the turnover is mainly due to the timing of the execution of projects in hand. There are no material factors which have affected the earnings and revenue of the Group for the current quarter and financial year to date.

B2.
Comparison with Preceding Quarter’s Results


PBT for the current quarter ended 31 December 2003 increased by 266% to RM2.2 million as compared to RM0.6 million for the quarter ended 30 September 2003. The increase in the PBT in the current quarter under review was mainly due to higher level of activity in the execution of projects in hand and the fact that the PBT for the quarter ended 30 September 2003 only represent the Group’s result for 1.5 months after the formation of the Group on 14 August 2003.

B3.
Current Year Prospects


Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group will be satisfactory in the remaining quarters of the financial year ending 30 September 2004 and the Group is on track to meet its profit forecast as set out in its Prospectus dated 10th October 2003.

B4.
Variance of Profit Estimate


Not applicable for the quarter under review.

B5.
Taxation


The effective tax rate of the Group for the current quarter and financial year-to-date is higher than the statutory tax rate of 28% due to certain expenses being disallowed for taxation purposes.
B6.
Profit / (Loss) on Sale of Unquoted Investments and/or Properties


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

B7.
Purchase or Disposal of Quoted Securities


There were no purchases or disposals of quoted securities for the current quarter.


The Company/Group does not hold any quoted securities as at 31 December 2003. 

B8.
Status of Corporate Proposals

a) Listing On The MESDAQ Market Of The Malaysia Securities Exchange Berhad (“Public Issue”)

On 10 October 2003, the Company issued a prospectus for the public issue of 20,860,000 new ordinary shares of RM0.10 each at an issue price of RM0.55 per share payable in full on application comprising:

(i) 3,500,000 new ordinary shares of RM0.10 each available for application by the Malaysian public;

(ii) 1,500,000 new ordinary shares of RM0.10 each available for application by eligible employees of the Group; and

(iii) 15,860,000 new ordinary shares of RM0.10 each by way of private placement

in conjunction with its listing on the MESDAQ Market of the MSEB. The new shares were fully subscribed on its closing date on 28 October 2003. On 29 October 2003, the Company allotted and issued 20,860,000 ordinary shares of RM0.10 each to the successful applicants. 

The Company was listed on the MESDAQ Market of the MSEB on 7 November 2003.

b) Status Of Utilisation Of Listing Proceed

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 Malaysia Securities Exchange Berhad ("MSEB") on 7 November 2003 amounting to RM12.72 million is as follows:


As approved by the Securities Commission & MSEB
Actual Utilisation
Balance


RM’000
RM’000
RM’000

Investment in DRMSB
1,000
19
981

Capital expenditure for office expansion
3,100
984
2,116

Future business expansion
1,000
-
1,000

Renovation and upgrading of showroom
200
58
142

Purchase of fixed assets
1,000
252
748

Repayment of term loan
753
753
-

Working capital
4,472
4,472
-

Estimated listing expenses
1,200
993
207

Total
12,725
7,531
5,194

B9.
Group Borrowings and Debt Securities


The Group’s borrowings (which are all secured and denominated in Ringgit Malaysia) as at 31 December 2003 consist of the following:



Short term 
Long term 
Total



RM’000
RM’000
RM’000


Bank overdraft
955
-
955


Trust receipts and bankers acceptance
1,623
-
1,623


Hire purchase liabilities
439
1,150
1,589



________
___________________________



3,017
1,150
4,167



________
___________________________

B10.
Off Balance Sheet Financial Instruments


There were no financial instruments with off balance sheet risks as at 13 January 2004, being the date not earlier than 7 days from the date of this announcement.

B11.
Material Litigation


The Company/Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Company/Group as at 13 January 2004, being the date not earlier than 7 days from the date of this announcement.

B12.
Earnings Per Share


The Group’s basic earnings per share of 2.0 Sen is calculated by dividing net profit attributable to members of the Company of RM1,523,000 by the weighted average number of ordinary shares of RM0.10 each in issue of 77,086,629 for the current quarter ended 31 December 2003.
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