AT SYSTEMATIZATION BERHAD

(Company no. 644800-X)

(and its subsidiaries)

(Incorporated in Malaysia)


Notes To Interim Financial Report

For The Second Quarter Ended 31 August 2005

1.
Basis Of Preparation Of Interim Financial Report

The interim financial report is unaudited and has been prepared in compliance with FRS 134 “Interim Financial Reporting” (formerly known as MASB 26, "Interim Financial Reporting") and the disclosure requirements as set out in Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad for MESDAQ Market. 
These notes to interim financial report provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group for the financial period ended 31 August 2005.

The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the most recent annual audited financial statements for the period ended 28 February 2005.
2.
Auditors’ Report


The auditors’ report on the financial statements of the Company and its subsidiaries for the financial period/year ended 28 February 2005 were not subject to any qualification. 
3.
Unusual Items

During the quarter under review, there were no items or events that arose, which affected assets, liabilities, equity, net income or cash flows, that are unusual by reason of their nature, size or incidence.

4.
Changes In Estimates

There were no changes in the nature and amount of estimates reported that have a material effect in the quarter under review.

5.
Review Of Performance
The Group recorded revenue of RM3.3 million and profit before tax of RM1.0 million respectively for the current quarter under review.  The improved performance in profit before tax, as compared to preceding quarter, was mainly due to positive contribution from one of the foreign subsidiaries of the Group and better sales margin for projects completed and delivered in this quarter.
Notes To Interim Financial Report

For The Second Quarter Ended 31 August 2005

6. Variation Of Results Against Preceding Quarter

The second quarter under review has shown an increase in profit before tax of RM0.8 million, to RM1.0 million despite a decrease in revenue.  The increase in profit before tax was mainly due to major projects obtained by one of the foreign subsidiaries of the Group, better margins for projects completed and delivered in this quarter and increase in efficiency.   
7.
Seasonality Or Cyclicality Of Interim Operation

There were no seasonal or cyclical factors affecting the results of the Group for the period under review.

8.
Tax Expense 

	
	
	Individual quarter ended 31-August-05
	
	Cumulative quarter ended 31-August-05

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Tax based on results for the quarter :-
	
	
	
	

	
	
	
	
	

	Current tax
	
	               211
	
	                253


The effective tax rate is lower than the statutory tax rate of 28% due to the availability of certain incentives to certain subsidiaries.

9.
Profit Forecast
There was no comparison made between actual results and forecasted results as the Group did not provide any profit forecast in public document.

10.
Earning Per Share

	
	
	Individual quarter ended 31-August-05
	
	Cumulative quarter ended 31-August-05

	Net profit attributable to shareholders (RM’000)
	
	722
	
	866

	
	
	
	
	

	Number of ordinary shares in issue (‘000)
	
	167,450
	
	167,450

	
	
	
	
	

	Basic earnings per share (sen)
	
	0.43
	
	0.52


The Company does not have any dilutive potential shares.
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11.
Dividend Paid


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

12.
Significant Related Party Transactions

There were no significant related party transactions during the quarter under review.

13.
Current Year Prospects
Barring any unforeseen circumstances, ATS will be able to perform better in the remaining financial period.  
14.
Segment Reporting 
Segment information is presented in respect of the Group’s geographical and business segments. The primary format, geographical segments, is based on the Group’s management and internal reporting structure. 

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. Unallocated items mainly comprise corporate assets, interest-earning assets, interest-bearing liabilities, income tax assets and liabilities and their related income and expenses.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are expected to be used for more than one period.
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14. Segment Reporting (cont’d)

Geographical Segments by Location of Assets
The following information is presented in respect of the three geographical locations of the Group’s operation, namely Malaysia, the People’s Republic of China (China) and Thailand.
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Malaysia

China

Thailand

Adjustments

Consolidated

RM'000

RM'000

RM'000

RM'000

RM'000

REVENUE

External revenue

6,612

529

1,008

0

8,149

RESULTS

Segment results

641

8

508

0

1,157

Interest income

112

Interest expense

(82)

Tax expense

(253)

Minority interest

(68)

Net profit for the period

866

ASSETS

Segment assets

30,877

2,300

1,069

0

34,246

Interest-earning assets

7,023

Total assets

41,269

LIABILITIES

Segment liabilities

4,368

198

84

0

4,650

Minority interest

88

Interest-bearing liabilities

2,032

Income tax liabilities

1,801

Total liabilities

8,571

Capital expenditure

2,925

90

69

0

3,084

Depreciation

557

20

4

0

581
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14.
Segment Reporting (cont’d)
Geographical Segments by Location of Customers

The Group’s external revenues by geographical locations of customers are as follow :-

	
	
	Cumulative     quarter ended 31-August-05

	
	
	RM’000

	
	
	

	Malaysia
	
	5,082

	South East Asia other than Malaysia
	
	1,645

	China, Hong Kong and Taiwan
	
	529

	United States of America
	
	893

	
	
	8,149


The Group is principally engaged in the designing and manufacturing of equipment and machinery and fabrication of industrial and engineering parts. Business segment information has not been prepared as the Group’s revenue, operating results, assets, liabilities, capital expenditure, depreciation and other non-cash expenses are mainly confined to one business segment.

15.
Valuation Of Property, Plant And Equipment

The Group did not revalue any of its property, plant and equipment during the quarter under review.
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16.
Changes In Composition Of The Group
There were no changes in the composition of the Group during the quarter under review. 

17.
Group Borrowings
	
	
	As at

	
	
	31-August-05

	
	
	RM’000

	
	
	

	Short term borrowings – Secured
	
	734

	Long term borrowings – Secured 
	
	1,298

	
	
	2,032


18.
Issuances, Cancellations, Repurchases, Resale And Repayment of Debt And Equity Securities

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities in the Company during the quarter under review.

19. Sale Of Investments And/Or Properties

There were no disposal of investment or properties during the quarter under review.

20. Purchase And Disposal Of Quoted Securities

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

21. Off Balance Sheet Financial Instrument 

The Group does not have any financial instrument with off balance sheet risk as at 19 October 2005 (being a date not earlier than 7 days before the date of this announcement).  
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22.
Material Litigation 

A customer (“plaintiff”) has filed a writ of summons for a breach of contract in the Penang High Court on 1 August 2003 against a subsidiary - ATE for failing to deliver the machinery, claiming for the sum of RM357,490. On 4 November 2003, ATE filed a defence, set-off and counterclaim, inter alia, counterclaiming the sum of RM884,533 being the loss suffered by ATE due to the costs and wasted expenditure arising from the unilateral termination of the aforesaid contract by the plaintiff. The plaintiff has filed a notice to attend pre-trial case management on 4 February 2004.  A case management has been tried on 24 October 2005 in which the Court  has directed the plaintiff to file in a Bundle of Pleadings on or before the next case management fixed on 9 January 2006.
The solicitors acting for ATE are of the opinion that there are factual disputes to be determined by the court and that ATE has a fair chance in defending the claim but lesser chance in its counterclaim. 

As such, neither the claim nor the counterclaim has been recognised in the financial statements due to the contingent nature of the amounts involved.

23. 
Changes In Contingent Liabilities And Contingent Assets
(a)
Contingent liabilities

Company


As at 31 August 2005, the Company has issued corporate guarantees amounting to RM13.5 million as security for banking facilities granted to its subsidiaries of which RM1.2 million was utilized as at 31 August 2005.   

Group

Save as disclosed in Note 22 to the interim financial report, there was no other contingent liability for the Group as at 19 October 2005 (being a date not earlier than 7 days before the date of this announcement).
(b)
Contingent assets
There was no contingent asset as at 19 October 2005 (being a date not earlier than 7 days before the date of this announcement). 

24. Status Of Corporate Proposal Announced

There was no corporate proposal announced as at 19 October 2005 (being a date not earlier than 7 days before the date of this announcement).  
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25.
Status Of Utilisations Of Listing Proceeds

The Company raised RM16.50 million during its Initial Public Offering exercise in February 2005 and the details of utilisation of proceeds up to 31 August 2005 are as follows :-

	
	
	
	
	Utilisation of
	
	

	
	
	Proposed

Utilisation
	
	Proceeds as at
31 August 2005
	
	Balance

	Description
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	

	Business development and expansion
	
	3,000
	
	1,244
	
	1,756

	Purchase of new equipment and 

    computer hardware and software
	
	3,000
	
	2,776
	
	224

	Research and development
	
	2,500
	
	205
	
	2,295

	Working capital
	
	6,500
	
	3,865
	
	    2,635

	Estimated listing expenses
	
	1,500
	
	1,500
	
	          0

	
	
	16,500
	
	9,590
	
	6,910


26.
Capital Commitment
Save as disclosed in Note 27(i) to the interim financial report, there were no other material capital commitments for the Group as at 19 October 2005 (being a date not earlier than 7 days before the date of this announcement). 
27. Events Subsequent To The End Of The Interim Period

(i)
AT Engineering Sdn Bhd (“ATE”), a wholly-owned subsidiary of the Company had entered into a Sale and Purchase Agreement on 5 September 2005 with Equity Craft Industries Sdn  Bhd for purchase of land measuring approximately 1.0154 hectares together with a factory erected thereon, in Mukim 12, Daerah Barat Daya, Penang for a total cash consideration of RM5.8 million.  This acquisition is subject to inter alia, the consent to transfer from the Penang Development Corporation (”PDC”) and the State Authority.  None of the Directors and substantial shareholders of the Company and persons connected with them has any direct or indirect interest in the acquisition.

(ii)
On 9 September 2005, the Company acquired two (2) ordinary shares of RM1 each, representing the entire issued and paid-up capital of Build Hallway (M) Sdn Bhd for a cash consideration of RM2.00.  Other than their respective interests through ATS, none of the Directors or substantial shareholders of the Company and persons connected with them has any direct or indirect interest in the acquisition.  
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28. Conditions Imposed By Securities Commission In Relation To Flotation On The MESDAQ Market Of Bursa Malaysia Securities Berhad

One of the conditions imposed by the Securities Commission (“SC”) in its approval letter dated 22 November 2004 on the Listing Proposal relating to its properties is as follow :-

“The Company undertakes to use its best endeavour to obtain approval for the unapproved structures within one year of the SC’s approval letter.”

The Company has submitted the application to the relevant authorities for their approval on the above-mentioned unapproved structure.  As at 19 October 2005 (being a date not earlier than 7 days before the date of this announcement), the Company has yet to receive their approval.
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										Consolidation

				Malaysia		China		Thailand		Adjustments		Consolidated

				RM'000		RM'000		RM'000		RM'000		RM'000

		REVENUE

		External revenue		6,612		529		1,008		0		8,149

		RESULTS

		Segment results		641		8		508		0		1,157

		Interest income										112

		Interest expense										(82)

		Tax expense										(253)

		Minority interest										(68)

		Net profit for the period										866

		ASSETS

		Segment assets		30,877		2,300		1,069		0		34,246

		Interest-earning assets										7,023

		Income tax assets										0

		Total assets										41,269

		LIABILITIES

		Segment liabilities		4,368		198		84		0		4,650

		Minority interest										88

		Interest-bearing liabilities										2,032

		Income tax liabilities										1,801

		Total liabilities										8,571

		Capital expenditure		2,925		90		69		0		3,084

		Depreciation		557		20		4		0		581






