DATASCAN BERHAD

(Company No: 43190-H)

Notes on the Quarterly Report – 31 March 2005

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

B1.     Review of Performance 

For the quarter ended 31 March 2005, the Group achieved revenue of RM7.528 million and a profit after tax and minority Interest of RM0.146 million.
B2.
Comparison of Current Quarter Results with the Preceding Quarter

	
	   Current Quarter
	Preceding Quarter

	
	RM’000
	RM’000

	Revenue
	7,528
	4,753

	Profit Before Tax
	392
	368


The profit before taxation for the current quarter increased by RM0.024 million (6.5%) compared to the preceding quarter.  

The increase was minimal as compared to the significant improvement in the revenue of RM2.775 million (58%).  The increase in the profit before tax did not correspond with the increase in revenue due to the lower gross profit margin recorded for the quarter of 42% as compared to 63% margin in the preceding quarter.  

The decrease in the gross profit margin was mainly contributed by the stiff competition faced by the Group during the quarter. 

B3.
Current Year's Prospects

In the year 2005, the Group continues to be aggressive in regional sales activities with regards to the Transight Smart Service Suite (TSSS) software. While the Group is confident that the TSSS will be the engine of future growth, the take-up rate for TSSS regionally in 2005 is not likely to be in the quantum leap range as it takes time for newer dealers to ramp up their sales and support force and customer coverage. Locally, existing customers and competitive users require more time to justify conversion to TSSS.     
The Network Security business continues to grow substantially as a percentage of the Group’s revenue, contributing to 28% of the Group’s first quarter revenue as compared to 18% of the Group’s revenue in 2004. However, competitive activities continue to force an erosion of margins.
 
Overall, the Group anticipates a challenging 2005 even though the Group continues to work aggressively in several areas of new opportunities.        
 
B4.
Profit forecast and Profit Guarantee

Not applicable.

B5.
Taxation 

	
	Group

	
	Current Year Quarter to
	Preceeding quarter 

	
	31/3/2005
	31/12/2004

	
	RM'000
	RM'000

	Income tax expense
	
	

	Malaysian
	
	

	- Current Year
	184
	12

	- Under/(over) provision in prior year     
	73
	73

	Overseas
	
	

	- Current Year
	-
	-

	- Under/(over) provision in prior year     
	-
	-

	
	
	

	
	
	

	Deferred tax expense
	(119)
	98

	
	138
	183


The group effective tax rate for the current quarter is lower than the statutory tax rate mainly due to the utilisation of unutilised tax losses/ tax incentives. 

One of the wholly owned subsidiaries of the Company was granted Multimedia Super Corridor (MSC) status on 23 January 2003.  By virtue of this status the aforesaid subsidiary company has been granted pioneer status on its business income which will be exempted from tax for five years effective from 30 June 2003.

B6.
Profit on Sale of Unquoted Investment and/or Properties 

There was no disposal of unquoted investment or properties during the financial quarter under review.

B7.
Purchase and Disposal of Quoted Securities 

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

B8.
(a)
Status of Corporate Proposals as at 20 May 2005

(being a date not earlier than seven (7) days from the date of issue of the quarterly report)

There was no corporate proposal announced but not completed as at 25 May 2005, being the latest practicable date.

(b)
Status of Utilisation of Proceeds Raised from Corporate Proposal
The status of the utilisation proceeds is as follows:

	Details of Utilisation
	Total amount of proceeds

RM’000
	Utilised as at 31.3.2005

RM’000
	Amount unutilised

RM’000

	
	
	
	

	Research and development activities 
	4,000
	1,215
	2,785

	Regional expansion of operation
	2,000
	922
	1,078

	Upgrading of network infrastructure and office equipment
	800
	422
	378

	Working capital
	3,100
	3,174
	(74)

	Finance estimated listing expenses
	1,300
	1,226
	74^

	
	
	
	

	Total
	11,200
	6,959
	4,241

	
	
	
	


^  Unutilised amount shall be used for working capital purposes of the Group.

B9.
Group Borrowings and Debt Securities 

Particulars of the Group’s borrowings as at 31 March 2005 are as follows:

	
	
	
	RM’000

	a)
	Short term borrowings
	

	
	
	-  Secured
	2,439

	
	
	

	b)
	Long term borrowings
	

	
	
	-  Secured
	5,520

	
	
	

	c)
	Total Borrowings
	7,959


The borrowings of the Group are used for the purchase of the Group’s corporate office. 

B10.
Off Balance Sheet Financial Instruments as at 20 May 2005

(being a date not earlier than seven (7) days from the date of issue of the quarterly report)

The Company does not have any financial instruments with off balance sheet risk as at the date of this report.

B11.
Material Litigation as at 20 May 2005

(being a date not earlier than seven (7) days from the date of issue of the quarterly report)

Save as disclosed below, 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 Company as at the date of this report.

As a distributor of a cash register software called Sensei POS Terminal (“Goods”), the Datascan Berhad (“Defendant”) supplied the Goods to HRS Marketing Sdn Bhd (“HRS”).  By a sales confirmation dated 4 May 2000 between the Plaintiff, Perfect Skyline Sdn Bhd, and HRS, HRS agree to supply the Plaintiff the Goods for the sum of RM26,500 (“Sales Confirmation”). The Plaintiff claims that the Goods are defective and not of merchantable quality.  As a result of the usage of the Goods, the Plaintiff alleges that they have suffered loss of about RM371,416.24.

The loss is alleged to be due to the alleged frequent disruption to the business of the Plaintiff and also the cost of hiring extra workers to overcome the alleged disruption.  Hence the Plaintiff claims for specific performance in respect of the Sales Confirmation including replacement of a new system of merchantable quality, general damages to be assessed by the Court and costs.

The solicitors for the Defendant attended court for mention of the Application on 31 January 2005 and the Honourable Court fixed the Application for Decision and/or Clarification on 27 May 2005.

The Solicitors of the Defendant are of the opinion that the Defendant has a good defence against the claims of the Plaintiff.

B12.
Dividend 

No dividend has been declared or paid during the current quarter under review. 

B13.
Earnings Per Share

(a)
Basic earnings per share

The earnings per share for the current period to date is calculated by dividing the net profit attributable to shareholders of RM145,752 by the  number of shares in issue of 152,018,400 ordinary shares. 

(b)
Fully diluted earnings per share

N/A
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