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DVM TECHNOLOGY BERHAD (Company No. 609953-K)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT – 30 SEPTEMBER 2004

B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

B1.
Review of Performance for the Quarter and Year-to-date

For the financial period reported, the Group achieved sales revenue of RM3.3 million, an increase of 26% from the previous quarter of RM2.652 million.  The net profits after tax and minority interests was lower at RM0.294 million in comparative to last quarter of RM0.948 million.  

The improved sales revenue is mainly due to the execution for new contracts received.  This quarter the Group successfully secured new contracts for its IP (“Internet Protocol”) Communications Solutions, GenicoTM, totaling RM2.6 million.  

The lower profits was attributable to lower projects margin, increased operating expenses and higher amortisation and depreciation expense in line with the increased in the Group’s capital expenditure and research and development costs.
In overall, the Group has achieved total revenue and net profits of RM11.472 million and RM0.850 million respectively for the financial year ended 30 September 2004 as there were slower projects secured, slower market acceptance of its IP Communications Solutions and higher operating costs.
B2.
Next Year’s Prospect
The Group will continue to focus its sales efforts to its targeted market of service providers and large to mid sized enterprises.  Todate, the Group had invested much sales and technical resources in developing sales lead and performing proof of concepts, both domestically and internationally to introduce the Group’s IP Communications Solutions.  

Long term wise and to maintain the Group’s competitive edge, the Group continues its focus on the research and development to further develop and enhance the product features.

The prospects for the Group is expected to remain challenging, however, the Group is embarking on overseas sales and expects overseas sales to improve.

Barring any unforeseen circumstances, the outlook for the Group would be satisfactory.
B3.
Material Change in Profit Before Taxation Compared To The Results Of Preceding Quarter

The Group recorded a profit before taxation of RM0.187 million in the current quarter in comparison to the preceding quarter’s profits of RM1.083 million. This is mainly due to higher recognition of revenue for the current quarter offset by increased in projects and operating costs as detailed in Note B1 above.

B4.
Profit Forecast
No profit forecast was announced hence there was no comparison between actual results and forecast.
B5.
Taxation


The taxation charge for the current quarter includes the following:

	
	
	3 Months 4th Quarter 
	
	Current year to date

	
	
	30.09.2004
	
	30.09.2004

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Current taxation
	34
	
	339

	
	Under/(Over) provision in respect of

previous years
	(56)
	
	(56)

	
	Deferred taxation
	(85)
	
	(85)

	
	
	
	
	

	
	Total
	(107)
	
	198


The effective tax rate for the current interim period is lower than the statutory tax rate of 28% due to reversal for overprovision of tax for the previous interim periods.
For the financial year to date, the effective tax rate of the Group is higher than the statutory tax rate of 28%, mainly due to the tax effects on non business source income and non provision of tax on a subsidiary as there were no profits recorded after taking consideration of non provision of income tax by one of the subsidiary company which have been granted pioneer status as a result of it being awarded Multimedia Super Corridor (“MSC”) status.
B6.
Profit on sale of Unquoted Investments and/or Properties

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

B7.
Purchase and Disposal of Quoted Securities

There was no purchase or disposal of quoted securities during the financial period under review.

B8.
Status of Corporate Proposals

As at 25 November 2004 (being the latest practicable date not earlier than 7 days from the date of issue of the quarterly report), there is no corporate proposals announced but not completed.
B9.
Status of the utilisation of proceeds

The status of utilisation of the proceeds raised from Rights Issue and Public Issue is as follows:

	
	Proposed Utilisation
	
	Proposed Variation*
	
	Revised Utilisation
	
	Utilised as at

30 Sep 2004

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

	Branding and promotion
	1,000
	
	(376)
	
	624
	
	435

	Research and development expenditure
	7,500
	
	-
	
	7,500
	
	3,528

	Repayment of bank borrowings
	2,500
	
	-
	
	2,500
	
	2,500

	Project financing
	6,000
	
	-
	
	6,000
	
	962

	Working capital
	2,250
	
	-
	
	2,250
	
	2,250

	Estimated listing expenses
	1,400
	
	(222)
	
	1,178
	
	1,178

	Refurbishment costs for the new office
	-
	
	598
	
	598
	
	225

	
	20,650
	
	-
	
	20,650
	
	11,078


*
On 10 September 2004, Public Merchant Bank Berhad, on behalf of DVM had notified Bursa Malaysia Securities Berhad (“Bursa Securities”) of the Proposed Variation on the Proposed Utilisation of proceeds. On 23 September 2004, Bursa Securities replied that it has no objection to the Proposed Variation.
B10.
Group Borrowings and Debt Securities

             Save as disclosed below, there are no other borrowings or debts securities in the DVM Group.

	
	Short Term
	
	Long Term
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	Secured
	
	
	
	
	

	Bank overdraft
	808
	
	0
	
	808

	Hire purchase creditor
	16
	
	0
	
	16

	Term loan
	186
	
	2,702
	
	2,888

	
	1,010
	
	2,702
	
	3,712


The bank overdraft is secured by way of fixed deposits pledged in the subsidiary companies and by way of charge over certain property, plant and equipment of the Company.
The hire purchase creditor is in respect of a lease financing for certain assets utilised by a subsidiary company, of which the portion of the borrowing due within one year have been classified as short term. The term loan is for the financing of office space purchase during the financial year. 
All the borrowings are denominated in Ringgit Malaysia.
B11.
Off Balance Sheet Financial Instruments

The Group does not have any financial instrument with off balance sheet risk as at 25 November 2004 (being the latest practicable date not earlier than 7 days from the date of issue of the quarterly report).
B12.
Material Litigation

The 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 Group since the last annual balance sheet date up to 25 November 2004 (being the latest practicable date not earlier than 7 days from the date of issue of the quarterly report).
B13.
Dividend


No dividend has been declared or paid during the quarter under review. 
B14.
Earnings Per Share

The earnings per share for the quarter ended 30 September 2004 is calculated by dividing the Group’s profit after taxation of RM0.294 million by the issued and paid-up ordinary shares of 160,000,000.
The earnings per share for the financial year ended 30 September 2004 is calculated by dividing the Group’s profit after taxation of RM0.850 million by the issued and paid-up weighted average number of ordinary shares of 150,575,000.
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