AT SYSTEMATIZATION BERHAD

(Company no. 644800-X)

(and its subsidiaries)

(Incorporated in Malaysia)


Notes To Interim Financial Report

For The First Quarter Ended 31 May 2007
1.
Basis Of Preparation Of Interim Financial Report

The interim financial report is unaudited and has been prepared in compliance with FRS 1342004 “Interim Financial Reporting” issued by the Malaysian Accounting Standards Board (“MASB”) and the requirements as set out in Appendix 9B of the revamped 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 May 2007.

The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 28 February 2007.
2.
Auditors’ Report


The auditors’ report on the financial statements of the Company and its subsidiaries for the financial year ended 28 February 2007 were not subject to any qualification. 
3.
Seasonality Or Cyclicality Of Interim Operation

The Group’s operation is, to a certain extent, dependent on the cyclical nature of the electronics and semiconductors industries.

4.
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.

5.
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.

6.
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.
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7.
Dividend Paid


No dividend has been declared or paid during the quarter under review.
8.
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.
            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, other South East Asia countries and the People’s Republic of China (China).
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Consolidated

RM'000
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REVENUE

External revenue

4,511

1,895

110

6,516

RESULTS

Segment results

-2,515
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Interest income

0

Interest expense

-290
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-9

Loss after tax

-2,702

ASSETS

Segment assets

50,941
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0
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Segment liabilities

9,254
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Interest-bearing liabilities

19,739

Income tax liabilities

467

Total liabilities

31,407

Capital expenditure
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457

0

1,676

Depreciation

529

22

7

558
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8.
Segment Reporting (cont’d)
Geographical Segments by Location of Customers

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

	
	
	Cumulative     period ended 

31-May-07

	
	
	RM’000

	
	
	

	Malaysia
	
	4,261

	South East Asia other than Malaysia
	
	2,145

	China, Hong Kong and Taiwan
	
	110

	United States of America
	
	0

	
	
	6,516


Business Segments

The Group is principally engaged in the design and manufacture 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.

9.
Valuation Of Property, Plant And Equipment

The Group did not revalue any of its property, plant and equipment during the quarter under review.

10.
Material Events Subsequent To The End Of The Interim Period

The Company had on 16 July 2007, entered into agreements to subscribe for 1.65% equity interest representing 10,000 ordinary shares of RM0.10 each and 10,000 redeemable preference shares of RM0.01 each in Expedient Equity Ventures Sdn. Bhd(“EEVSB”), a venture capital fund company incorporated in Malaysia with a total cash consideration of RM500,000.  EEVSB is to act as Fund Company for the purpose of investing in sectors of information and communication technologies and other sectors.  EEVSB has conditionally engaged Expedient Equity Two Sdn Bhd(“EETSB”) as the Manager of the fund.  Mohd Daniel bin Mat Noh(“MDMN”) who is a director of AT is also the Director for both EEVSB and EETSB.  Thus, the subscription is deemed a related party transaction. The Directors of AT (except MDMN) having considered all aspects of the subscription, are of the opinion that the subscription is in the best interest of AT.
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11.
Changes In Composition Of The Group
There were no changes in the composition of the Group during the quarter under review 

12. 
Changes In Contingent Liabilities And Contingent Assets
(a)
Contingent liabilities

There was no contingent liability as at 24 July 2007 (being a date not earlier than 7 days before the date of this announcement).

(b)
Contingent assets
There was no contingent asset as at 24 July 2007 (being a date not earlier than 7 days before the date of this announcement). 

13.
Review Of Performance

The Group recorded revenue of RM6.5 million for the current quarter, representing a decrease of 18% as compared to corresponding quarter of preceding year. The Group posted a loss before tax of RM2.7 million as compared to a profit before tax of RM0.3 million in the preceding quarter.  The lower revenue and the loss before tax for the current quarter are mainly due to lower sales order secured by the Group and increase in operating expenses.  The Group’s performance in the current quarter was affected by the general softening of equipment demand in the semiconductor industry.  
14.
Variation Of Results Against Immediate Preceding Quarter
For the quarter ended 31 May 2007, the Group recorded a loss before tax of RM2.7 million as compared to a loss before tax of RM0.7 million as announced in the immediate preceding quarter, mainly due to decline in sales order secured by the Group while the Group’s performance is still affected by cyclical nature of semiconductor industry.       
15.
Current Year Prospects
The Group’s performance in the current quarter was affected by the general softening of equipment demand in the semiconductor industry. In order to mitigate the adverse development affecting the Group’s operation due to the cyclical nature of semiconductor industry, the Group seeks to market its products to different industries, such as medical devices industry, hard disk drives, automotive and others.  The Directors expect an improvement in the Group’s performance in the next financial quarter, compared to the first quarter ended May 2007.        
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16.
Variance From Profit Forecast and Profit Guarantee
The Group has not provided any profit forecast or profit guarantee in public document.

17.
Tax Expense 

	
	
	Individual
 quarter ended 
31-May-07
	
	Cumulative quarter ended 31-May-07

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Tax based on results for current quarter
	
	               9           
	
	               9

	
	
	
	
	


There is a tax charge despite the Group incurring a loss due to certain subsidiaries recorded profit before taxation for the financial period ended 31 May 2007.      

18.
Sale Of Unquoted Investments And/Or Properties

There was no disposal of unquoted investment and/or properties for the current quarter and financial year-to-date.

19.
Purchase And Disposal Of Quoted Securities

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

20.
Status Of Corporate Proposal
Save as disclosed below, there was no other corporate proposal announced but not completed as at the date of this announcement.   
(a)   The Company intends to implement a Proposed Private Placement of up to ten percent of the issued and paid-up share capital of the Company, to investors to be identified.  The application to the Securities Commission (“SC”), Foreign Investment Committee and Ministry of International Trade and Industry on the Proposed Private Placement has been submitted on 25 June 2007.  SC has approved the Proposed Private Placement vide its letter dated 26 June 2007, subject to certain terms and conditions.  The rationale for the Proposed Private Placement is to enable AT to raise funds without incurring interest costs, as compared to bank borrowings. 

(b)  The Company intends to seek shareholders’ approval at the forthcoming Third Annual General Meeting on the proposed amendments to the Company’s Articles of Association, to align the Company’s Articles of Association with the Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market and to facilitate administrative issues.      
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21.
Group Borrowings and Debt Securities
	
	
	As at

	
	
	31-May-07

	
	
	RM’000

	
	
	

	Short term borrowings:-

Secured
	
	

	Bank overdraft

Hire purchase payables                      
	
	3,516
620

	Term loan 
	
	1,158

	
	
	5,294

	Long term borrowings:-
Secured
	
	

	Hire purchase payables 
	
	2,092

	Term loan 
	
	12,353

	
	
	14,445



Borrowings denominated in foreign currency:

	



	
	 Book Value as at
31-May-07
	
	As at
31-May-07

	
	
	THB’000

	
	RM‘000

	Thai Baht / Ringgit equivalent  
	
	5,195
	
	510


22.
Off Balance Sheet Financial Instrument 

The Group does not have any financial instrument with off balance sheet risk as at 24 July 2007 (being a date not earlier than 7 days before the date of this announcement).  

23.
Material Litigation 

A customer (“Plaintiff”) has filed a writ of summons in the Penang High Court on 1 August 2003 against a subsidiary, AT Engineering Sdn Bhd (“ATE”) and claimed for a sum of RM357,490 for failing to deliver machinery in a breach of contract.  On 4 November 2003, ATE filed a defence, set-off and counterclaim, inter alia, counterclaiming the sum of RM884,533 for the loss suffered by ATE due to the costs and wasted expenditure arising from the unilateral termination of the aforesaid contract by the plaintiff. 

Vide a letter dated 14 June 2007, the Plaintiff confirms to settle out of court with ATE,        pending consent order recorded. ATE shall refund to Plaintiff a lump sum amounting to RM60,000 being part of the purchase price paid for the development of the machine. ATE            will withdraws the set-off and counterclaim. The matter came up for mention on 16 July 2007 where a consent order has been recorded.  Both parties shall bear their own legal fees and costs.
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24.
Earning/(Loss) Per Share
	
	Individual Quarter
	Cumulative Period

	
	Quarter

Ended 

31-5-2007
	Quarter

Ended 

31-5-2006
	3 Months
Ended 

31-5-2007
	3 Months
Ended 

    31-5-2006

	Net (loss)/profit attributable to shareholders (RM’000)
	(2,722)
	281
	(2,722)
	281

	
	
	
	
	

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

	
	
	
	
	

	(Loss)/earnings per share(sen)

- Basic
	(1.62)
	0.17
	(1.62)
	0.17


  - Diluted



    (1.62) 
      0.17   
    (1.62)     
     0.17  
The Company does not have any dilutive potential ordinary shares during the financial period/year. 

25
Significant Related Party Transactions

There were no inter-company transactions other than those occurred in the ordinary course of business.  There were no transactions with the directors other than their remuneration package paid, in accordance with the terms and conditions of their appointment. 
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						Other SEA

				Malaysia		countries		China		Consolidated

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

		REVENUE

		External revenue		4,511		1,895		110		6,516

		RESULTS

		Segment results		(2,515)		213		(101)		(2,403)

		Interest income								0

		Interest expense								(290)

		Tax expense								(9)

		Loss after tax								(2,702)

		ASSETS

		Segment assets		50,941		6,592		2,927		60,460

		Interest-earning assets								0

		Income tax assets								0

		Total assets								60,460

		LIABILITIES

		Segment liabilities		9,254		1,698		249		11,201

		Interest-bearing liabilities								19,739

		Income tax liabilities								467

		Total liabilities								31,407

		Capital expenditure		1,219		457		0		1,676

		Depreciation		529		22		7		558






