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DVM TECHNOLOGY BERHAD (Company No. 609953-K)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT – 30 June 2005

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

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

For the financial quarter reported, the Group achieved sales revenue of RM1.27 million, a decrease of 52% from the preceding year corresponding quarter of RM2.65 million.  The Group reported a net loss after tax and minority interest (“MI”) of RM6.64 million compared to a net profit of RM0.95 million in preceding year corresponding quarter. 

The lower revenue is contributed by slower contracts secured and implemented for the quarter for the systems integration projects and software development. The lower gross profits were the result of low revenue and low profit margins from the projects. The Group’s gross profit margin had reduced arising from lesser contracts for software development whilst for system integrations projects, the margin are lower due to market competition.  Notwithstanding that the Group’s sales revenue is lower, the Group has fixed overheads and there was a provision for long outstanding debt and this cause the loss for the quarter.

For the year-to-date, the Group achieved higher sales revenue of 20% for current year-to-date which totaled RM9.79 million compared to RM8.14 million in preceding year corresponding period. Nevertheless, the Group recorded a loss after tax and MI of RM6.59 million compared to preceding year corresponding period of a profit of RM0.56 million. Despite the increase in revenue, the losses due mainly to lower gross margin and high operational expenses i.e. amortisation and depreciation which is in line with the increase in the Group’s capital expenditure and research and development costs compared to preceding year corresponding period and marketing expenses for overseas and local sales activities to promote the Group’s IP communications solutions and provision for long outstanding debt.

B2.
Current Year’s Prospect
The Group’s principal business focus on four main areas namely development and commercialization of IP Communications solutions, outsourcing software development, systems integration, and IT software and hardware distribution.  

The medium term outlook for the systems integration business is expected to remain competitive. The Group has been focusing on IP Communications solutions, having started sales prospecting since two years ago and aggressively marketing its IP Communications products locally and regionally. Through these efforts, the Group has successfully secured and implemented projects both locally and in Thailand, Brunei, Pakistan and China. 

The market education for IP Communications solutions is seeing a point of inflection and realization by the leaders in the industry and the adoption of this technology. In the coming quarters, the results should be more favorable as the Group realizes more customers from the continuous pilot exercises. There are plenty of opportunities for IP Communications solutions both locally and regionally and coupled with the  revenue sharing program with business partners and service providers offered for the IP Communications solutions, this arrangement will provide a steady recurring income and cash flows for the Group in the near future.
B3.
Material Change in Profit Before Taxation Compared To The Results Of Preceding Quarter

The Group recorded a loss before taxation of RM6.76 million in the current quarter in comparison to the preceding quarter’s profit before taxation of RM0.04 million. The losses due mainly to lower sales revenue, lower projects margin and provision for long outstanding debt compared to the preceding quarter as mentioned above in Note B1.
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  Ended 
	
	Current year-to-date

	
	
	30.06.2005
	
	30.06.2005

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable:
	
	
	

	
	Prior year provision
	26
	
	26

	
	Current year provision
	98
	
	(53)

	
	
	124
	
	(27)


The amount for the prior year provision was the reversal of over provision in year 2004 after submission of the tax return.

For current year provision in the current quarter, the amount is due to reversal of provision made in previous quarters in certain subsidiaries as a result of no profits recorded.  No provision for current tax payable has been made for the quarter as the Group has no taxable income. 

Despite recording a loss before taxation, the Group has made a provision for taxation as the taxation was charged on profit of certain subsidiaries which cannot be set-off against losses of other subsidiaries as group relief is not available. 
B6.
Profit 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 and Disposal of Quoted Securities

There was no purchase or disposal of quoted securities for the current quarter and financial year to date.

B8.
Status of Corporate Proposals

On 29th August 2005, the Company announced to undertake a Proposed Private Placement involving the issuance of up to ten percent (10%) of the issued and paid up share capital of the Company.
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 June 2005

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

	Branding and promotion
	1,000
	
	(376)
	
	624
	
	594

	Research and development expenditure
	7,500
	
	-
	
	7,500
	
	6,113

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

	Project financing
	6,000
	
	-
	
	6,000
	
	6,000

	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
	
	598

	
	20,650
	
	-
	
	20,650
	
	19,233


*
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
	344
	
	-
	
	344

	Short term loan
	268
	
	-
	
	268

	Term loan
	204
	
	2,546
	
	2,750

	
	816
	
	2,546
	
	3,362


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 and corporate guarantee by DVM Technology Berhad.

The short term loan is secured by way of fixed deposits pledged in the subsidiary companies and corporate guarantee by DVM Technology Berhad.

The term loan is for the financing of office building of the Company and is secured against the office building itself.
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 29 August 2005 (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 29 August 2005 (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 and the financial year to date under review. 

B14.
Earnings Per Share

The earning per share for the quarter ended 30 June 2005 (3 months) is calculated by dividing the Group’s loss after taxation of RM6,640,000 by the issued and paid-up ordinary shares of 160,000,000.

The earning per share for the 9 months ended 30 June 2005 is calculated by dividing the Group’s loss after taxation of RM6,589,000 by the issued and paid-up ordinary shares of 160,000,000.
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