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DVM TECHNOLOGY BERHAD (Company No. 609953-K)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT – 30 June  2006
B.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS

B1.
Review of Performance for the Current Quarter and Financial Year-to-date 
For the current quarter under review, the Group recorded a revenue of RM2.68 million as compared to the revenue of the preceding year’s corresponding quarter of RM1.27 million.  
As a result of higher sales revenue and lower operating expenses of the Group attributable to its cost saving exercise, the Group recorded a profit after taxation of RM0.03 million as compared to a loss after taxation of RM6.64 million.  

For the current financial year-to-date under review, the Group recorded a revenue of RM13.13 million (as compared to the revenue of the preceding year’s corresponding period of RM9.79 million), and a loss after taxation of RM4.73 million (as compared to a loss after taxation of the preceding year’s corresponding period of RM6.59 million). 
The higher revenue was mainly attributable to higher book orders for both the integration projects and hardware sales and billings for the Group’s Genico IP solutions. As a result of the improvement in revenue, the loss after taxation of the Group decreased from RM6.59 million of the preceding year’s corresponding period to RM4.73 million.  Despite the increase in revenue, the Group had recorded a loss in the current financial year-to-date arising mainly from a one-off provision for long outstanding debt made in the previous quarter.  
B2.
Current Year’s Prospect
The Group does not expect the result for the financial year ending 30 September 2006 to improve significantly.  

Moving forward, to maintain competitiveness, the Group needs to continuously step up its marketing efforts in the domestic and international markets, launch new and innovative products, as well as improve its operational efficiency and cost management.  
Barring unforeseen circumstances, the Group is confident that it will improve its financial performance for next financial year ending 30 September 2007 taking into consideration its present marketing plan and development plan coupled with the secured long term revenue sharing contracts.
B3.
Material Change in Loss Before Taxation Compared to the Results of the Immediate Preceding Quarter

For the current quarter under review, the Group’s revenue of RM2.68 million is lower compared to the revenue of the immediate preceding quarter of RM7.74 million as in the current quarter, the Group had secured a lower book order for its hardware sales.

During the current quarter under review, the Group recorded a profit after taxation of RM0.03 million as compared to a loss after taxation of RM4.43 million in the previous quarter. The loss in the previous quarter was mainly attributable to a one-off provision of long outstanding debt and the costs of implementing a voluntary separation scheme for the employees of the Group.
B4.
Profit Forecast
(a) No profit forecast was announced hence there was no comparison made with the  actual results. 

(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 under review are as follows: 

	
	
	Current quarter  
	
	Current financial year-to-date

	
	
	30.06.2006
	
	30.06.2006

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable:
	
	
	

	
	Under provision for taxation in prior year
	0
	
	(1)

	
	Overprovision for taxation in prior year
	7
	
	7

	
	Current year provision

Foreign Taxation
	0
0
	
	0
(24)

	
	
	7
	
	(18)


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 under review. 

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 under review.

B8.
Status of Corporate Proposals

On 16 June 2006, the Company announced that it would undertake a proposed private placement which involved the issuance of up to twenty percent (20%) of the issued and paid-up share capital of the Company.  Nonetheless, on 10 August 2006, the Company announced that the Securities Commission had on 9 August 2006 rejected the proposed private placement. 
Save as disclosed above, there was no other corporate proposals announced but not completed as at 22 August 2006 (being the latest practicable date not earlier than 7 days from the date of issue of the quarterly report).

B9.
Status of the utilisation of proceeds

As at 30 June 2006, DVM has fully utilized the proceeds from its initial public offering.  The details of utilisation of the proceeds are as follows:

	
	Proposed Utilisation
	
	Proposed Variation*
	
	Revised Utilisation
	
	Utilised as at

30 June 2006

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

	Branding and promotion
	1,000
	
	(376)
	
	624
	
	624

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

	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
	
	20,650


*
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 had no objection to the Proposed Variation.
Further thereto, the Group had undertaken a private placement for up to 10% of its issued share capital in December 2005 and March 2006.  The status of utilisation of the proceeds raised from the private placement as at 30 June 2006 is as follows:
	
	
	
	
	Total Proceeds / Proposed Utilisation
	
	Utilised as at

30 June 2006

	
	
	
	
	RM’000
	
	RM’000

	Working capital
	
	
	
	1,500
	
	793

	Listing expenses
	
	
	
	100
	
	66

	
	
	
	
	1,600
	
	859


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
	619
	
	-
	
	619

	Short-term loan
	1,276
	
	-
	
	1,276

	Term loan
	227
	
	2,319
	
	2,546

	
	2,122
	
	2,319
	
	4,441


Both the bank overdraft and short-term loan is secured by way of fixed deposits pledged by the subsidiary companies, a charge over the office building of the Company and corporate guarantee by the Company.

The term loan is used for the financing of office building of the Company and is secured against the office building itself.
All borrowings are denominated in Ringgit Malaysia.

B11.
Off Balance Sheet Financial Instruments

The Group does not have any off-balance sheet financial instruments as at 22 August 2006  (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 financial year ended 30 September 2006 up to 22 August 2006 (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 current quarter and the financial year-to-date under review. 

B14.
Earnings Per Share ( Basic )
The earnings/(loss) per share for the current quarter and cumulative quarter year-to-date are computed as follows:

	
	Individual Quarter ended 30 June 2006
	Cumulative quarters ended 30 June 2006

	Net profit/(loss) for the period (RM’000)
	29
	(4,727)

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	176,000
	166,720

	
	
	

	Earnings / (Loss) per Share (sen)
	0.02
	(2.84)


B15.
Stock Inventory

Included in the stock inventory are stocks procured mainly from a trade debtor for trading purposes by way of contra with the outstanding balances owing by the debtor to the Group. 
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