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DVM TECHNOLOGY BERHAD (Company No. 609953-K)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT – 30 September 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 recorded sales revenue of RM1.26 million compared to the preceding year corresponding quarter of RM3.34 million.  The Group reported a net loss of RM2.33 million compared to a net profit of RM0.33 million in preceding year corresponding quarter. 

The lower revenue is attributable mainly to lower contracts secured and implemented during the quarter for the systems integration projects and software development. In addition, the Group recorded lower gross profits due mainly to lower projects’ profit margins, additional costs for projects (which was completed in the year) and initial setup costs incurred for the revenue sharing arrangement projects.  Despite recording lower sales revenue and gross profits, the Group’s overheads, which remained rather fixed in nature, has resulted in a loss for the quarter.
For the year-to-date, despite the adversities and unpredictable business climate and intense business competition, the Group was able to achieve sales revenue of RM11.05 million compared to RM11.47 million in preceding year.  The Group registered an overall loss of RM8.92 million as a result of lower sales revenue and gross margin coupled with higher operating expenses (arising from initial setup costs for revenue sharing agreement projects, marketing costs for international sales, provision for long outstanding debt and higher amortization expenses). 
B2.
Current Year’s Prospect
The Board remains confident of the long term prospects of the broadband telephony’s communications and ICT industry.  The Group has been continuously marketing the products locally and regionally and as a result, there were projects secured both locally and in Thailand, Brunei, Pakistan, China and Singapore.  The Group had performed numerous proof of concept and all had been successfully implemented and coupled with the success in the existing service provider customers which serve as site reference, the Group should see its efforts paying off.  
The Group is steadfast of its strategy to focus on broadband telephony’s communications, having obtained a class license which will allow the Group to forefront the broadband telephony’s communications services, of which the launching and rollout targeted within the first half of the next financial year.
B3.
Material Change in Profit Before Taxation Compared to the Results of Immediate Preceding Quarter

The Group recorded a loss before taxation of RM2.56 million in the current quarter in comparison to the preceding quarter’s loss before taxation of RM6.76 million. The lower loss before taxation in the current quarter is due mainly to a one-off provision for long outstanding debt in previous quarter.  
B4.
Profit Forecast
(a) No profit forecast was announced hence there was no comparison between actual results and forecast.

(b) There is no shortfall in profit guarantee as the Group does not provide any profit guarantee.

B5.
Taxation


The breakdown of taxation charge for the current quarter and financial year to date are as follows: 
	
	
	3 Months  Ended 
	
	Current year-to-date

	
	
	30.09.2005
	
	30.09.2005

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable:
	
	
	

	
	Prior year provision
	(10)
	
	16

	
	Current year provision

Deferred Taxation


	37
(19)
	
	(16)
(19)

	
	
	8
	
	(19)


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.  
Despite recording a loss before taxation, the Group has made a provision for taxation for the financial year to date as the taxation was charged on non business interest income.  
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

There were no corporate proposal announced but not completed as at 24 November 2005 (being the latest practicable date not earlier than 7 days from the date of issue of the quarterly report) except for the following corporate exercise which was announced on the 29th August 2005:-

(a)
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.  The proposed exercise above was approved by the Securities Commission on 28 October 2005. As at todate, the Proposed Private Placement has yet to be implemented.  

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 September

2005

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

	Branding and promotion
	1,000
	
	(376)
	
	624
	
	624

	Research and development expenditure
	7,500
	
	-
	
	7,500
	
	7,091

	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
	
	20,241


*
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. 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
	1,028
	
	-
	
	1,028

	Short term loan
	1,028
	
	-
	
	1,028

	Term loan
	210
	
	2,492
	
	2,702

	
	2,266
	
	2,492
	
	4,758


Both the bank overdraft and short term loan is secured by way of fixed deposits pledged in the subsidiary companies, a charge over the office building of the Company 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 off balance sheet financial instrument as at 24 November 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 24 November 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 September 2005 (3 months) is calculated by dividing the Group’s net loss of RM2,331,000 by the issued and paid-up ordinary shares of 160,000,000.

The earning per share for the 12 months ended 30 September 2005 is calculated by dividing the Group’s net loss of RM8,920,000 by the issued and paid-up ordinary shares of 160,000,000.
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