OSK VENTURES INTERNATIONAL BERHAD (636117-K)
Quarterly Report for the Financial Quarter Ended 30 September 2004
Notes (in compliance with MASB 26)

A1.
Basis of preparation and accounting policies

The Quarterly Report has been prepared in accordance with Malaysian Accounting Standards Board (“MASB”) 26: Interim Financial Reporting and Chapter 7, Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for MESDAQ market. 

This is the first Quarterly Report prepared by the Company as a public company listed on the MESDAQ market of Bursa Securities. There were no consolidated financial statements prior to this, as the Group was formed on 8 July 2004 pursuant to the corporate exercise as stated in Note A11. On 8 September 2004, the entire issued and paid up share capital of the Company, which comprised 1,500,000,000 ordinary shares of RM0.10 each was listed and quoted on the MESDAQ market of Bursa Securities. 

The subsidiary companies are consolidated using merger accounting. Under merger accounting, the difference between the cost of investment and the nominal value of shares acquired is treated as merger reserve or merger deficit which are applied against the retained profits. Accordingly, the results and cash flows for the nine months ended 30 September 2004 have been prepared as if the merger has been in effect since 1 January 2004. The accounting policies and methods of computation applied in this Quarterly Report are consistent with the most recent audited financial statements for the financial period 30 June 2004 of the subsidiary companies.

A2.
Audit report of previous annual financial report

Not applicable.

A3.
Seasonal or cyclical factors

The Group’s operations are not affected by any seasonal or cyclical factors.

A4.
Unusual items affecting financial statements

There were no unusual items affecting the financial statements during the current financial year to date. 

A5.
Changes in accounting estimates

There were no changes in accounting estimates used in the preparation of financial statements since 8 July 2004, the date of formation of the Group.

A6.
Debt and equity securities

In conjunction with the Listing on the MESDAQ market of Bursa Securities on 8 September 2004, the Company issued shares in respect of the Proposed Acquisition as stated in A11; the Proposed Special Issue to its holding company, OSK Holdings Berhad (“OSKH”); and the Proposed Public Issue by way of private placement and public offer at an issue price of RM0.26 per share. The issue of shares are detailed below: -


Date of issue
Nature of issue
No. of ordinary share of RM0.10 each
Share capital RM’000
Share premium
RM’000
Total

RM’000

(a)
8/7/2004
Acquisition as stated in Note A11.
159,447,990
15,945
-
15,945

(b)
8/7/2004
Special Issue to its holding company, OSK Holdings Berhad (“OSKH”) at RM0.101 per share via capitalisation of inter-company balances of RM39.7 million and for cash of RM27.5 million. 
665,551,990
66,555
645
67,200

(c)
2/9/2004
Public Issue in accordance with the prospectus dated 10 August 2004, at an issue price of RM0.26 per share.
675,000,000
67,500
108,000
175,500




1,499,999,980
150,000
108,645
258,645

There were no repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares during the current financial year to date.

A7.
Dividend paid

There was no dividend paid during the current financial year to date.

A8.
Segmental information


Segmental information is presented in respect of the Group’s business segments.

Segment revenue, results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. 


The Group comprises the following main business segments:

(i) Venture capital business, which includes incubating high technology and high growth companies and management of investments in securities of venture companies; and 

(ii) Holding entity.

Current financial year to date ended 30 September 2004
Venture capital 

business and management of investments

RM’000
Holding 

entity

RM’000
Consolidated

RM’000

Revenue




Revenue from external parties
2,850
353
3,203






Results




Segment profit
2,240
295
2,535

Less:  Finance costs
-
-
-

Profit  before taxation
2,240
295
2,535

Tax income / (expense)
5
(98)
(93)

Net profit for the period
2,245
197
2,442

Assets




Segment assets
257,320
111
257,431






Liabilities




Segment liabilities
841
4
845






Other information




Capital expenditure
12
-
12

Depreciation
18
-
18

A9.
Valuations of plant and equipment

The valuation of plant and equipment has been brought forward without amendment from the previous annual financial statements of the subsidiary companies.

A10.
Subsequent event

There were no significant subsequent events from 30 September 2004 to 12 November 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this Quarterly Report). 

A11.
Changes in the composition of the Group

On 8 July 2004, the Company completed the Proposed Acquisition pursuant to the Proposed Listing, which comprised acquisition of the entire equity interests of the following companies: - 

(a) OSK Venture Equities Sdn. Bhd. (“OSKVE”); 

(b) OSK Technology Ventures Sdn. Bhd. (“OSKTV”); and 

(c) OSK Private Equity Management Sdn. Bhd. (“OSKPEM”)

from its holding company, OSK Holdings Berhad, for a total consideration of RM15,944,799 satisfied through the issuance of 159,447,990 new ordinary shares of RM0.10 each of the Company at par. By virtue of the acquisitions, OSKVE, OSKTV and OSKPEM have become wholly owned subsidiary companies of the Company.

On 8 September 2004, the Company was listed on the MESDAQ market of Bursa Securities.

A12.
Changes in contingent liabilities or contingent assets

There were no contingent liabilities or contingent assets as at the end of the current financial year to date (2003: Not applicable).

Notes (in compliance with the Revised Listing Requirements of Bursa Securities for MESDAQ market)
B1. 
Review of the performance of the Company and its principal subsidiaries

(Comparison on current quarter and current year to date with the corresponding preceding periods)

The Group recorded a revenue of RM0.81 million and profit before tax of RM0.54 million for the current quarter under review and a revenue of RM3.20 million and profit before tax of RM2.54 million for the financial year to date. The results were attributed to gains on disposal of investments as well as interest income.

B2.
Material changes in the quarterly results 

(Comparison on current quarter with the immediate preceding quarter)

Not applicable. 

B3.
Current year prospects

(Commentary on the remaining quarter)

The Group had invested in a number of high growth companies with good prospects. Also, two of the Group's investee companies have recently been approved for listing on Bursa Malaysia Securities Berhad. Barring unforeseen circumstances, the Group expects its performance for the financial year ending 31 December 2004 to be satisfactory. The Group will continue to explore potential investment opportunities in order to continuously enhance value for its shareholders.

B4.
Profit forecast / profit guarantee 

Not applicable for the current financial year to date.

B5.
Tax expense


Current 

quarter

ended 

30/9/2004
RM’000
Current 

year to date 

ended 

30/9/2004
RM’000

In respect of the current quarter / year to date



- Malaysian income tax
98
98

In respect of the prior year



- Malaysian income tax
-
(5)


98
93

The effective tax rate of the Group at 3.9% is lower than the statutory tax rate of 28% mainly due to the two subsidiary companies, OSKVE and OSKTV, having been granted the Venture Capital tax exemption incentive pursuant to the Income (Exemption) (No.3) Order 2001, where this order exempts OSKVE and OSKTV from payment of income tax in respect of the statutory income on all sources of income for 10 years of assessment.

B6.
Sale of unquoted investments and/or properties

There were no sales of unquoted investment or properties during the current financial year to date.

B7.
Purchase or disposal of quoted securities

(a) Total purchase consideration and sales proceeds of quoted securities for the current quarter and financial year to date and total profit on disposal are as follow: -


Current 

quarter

ended 

30/9/2004
RM’000
Current 

year to date 

ended 

30/9/2004
RM’000

Total purchase consideration
5,082
 5,082

Total sales proceeds
-
6,262

Total profit on disposal
-
1,702

(b) Investments in quoted securities as at 30 September 2004 are summarised below: -


RM’000

At cost
14,235

At carrying value / book value
14,235

At market value
18,292

B8.
Status of corporate proposals announced but not completed and status of utilisation of proceeds raised

(a) There were no corporate proposals announced but not completed as at 12 November 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this Quarterly Report).

(b) As stated in Note A6, the Group raised RM175.5 million from the Public Issue of 675,000,000 new ordinary shares at an issue price of RM0.26 each. The status of utilisation of the proceeds are summarised below: -

Purpose
Note
Proposed utilisation
RM’000
Amount utilised
RM’000
Balance

RM’000

Investment and incubation
(i)
165,000
-
165,000

Working capital

5,000
78
4,922

Listing expenses
(ii)
5,500
4,449
1,051



175,500
4,527
170,973

Note:

(i) These funds are expected to be utilised by 31 December 2006.

(ii) The balance of RM1.1 million will be used as working capital.

B9.
Borrowings and debt securities

As at 30 September 2004, the Group has no borrowings or debt securities.

B10.
Off balance sheet financial instruments

As at 12 November 2004, the Group did not enter into any contract involving financial instruments with off balance sheet risk.

B11.
Material litigation

As at 12 November 2004, the Group was not engaged in any material litigation either as plaintiff or defendant and the directors are not aware of any proceeding pending or threatened against the Group or any facts likely to give rise to any proceeding which might materially and adversely affect the financial position or business operations of the Group.

B12.
Dividends

No dividend has been declared or paid for the current financial year to date.

B13.
Earnings per share (“EPS”)

 
Current quarter

ended

30/9/2004


Comparative quarter

ended

30/9/2003 


Current

year to date

ended

30/9/2004

Preceding 

year to date ended

30/9/2003



Group’s profit after tax used as numerator in the calculation of basic EPS (RM’000)
445
-
2,442
-

Weighted average number of shares used as denominator in the calculation of basic EPS (thousand shares)
327,372
-
327,372
-

By order of the Board

___________________

YAP YUH FOH
Executive Director 

Kuala Lumpur      

19 November 2004
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