Focus Dynamics Technologies Berhad (“Focus” or the “Company”)

(Company No: 582924-P)

Interim Financial Report for the three months period ended 31 March 2012
PART A. 
EXPLANATORY NOTES PURSUANT TO MALAYSIAN FINANCIAL REPORTING STANDARD 134 (“MFRS 134”) INTERIM FINANCIAL REPORTING

A1.
BASIS OF PREPARATION
This interim financial report is unaudited and has been prepared in accordance with MFRS 134 and the applicable disclosure provisions of the Listing Requirements of the Bursa Malaysia Securities Berhad. This interim financial report also complies with IAS34: Interim Financial Reporting issued by the International Accounting Standards Board (“IASB”). For the periods up to and including the period ended 31 December 2011, the Group prepared its financial statements in accordance with the Financial Reporting Standards (FRSs”).

This interim financial report is the Group’s first MFRS compliant interim financial report and hence MFRS 1: First-Time Adoption of Malaysia Financial Reporting Standards (“MFRS 1) has been applied. 

The adoptions of these standards, amendments and interpretations have no material impact to these interim financial statements of the Group.

A2:
SIGNIFICANT ACCOUNTING POLICIES 


The audited financial statements for the financial period ended 31 December 2011 were prepared in accordance with FRS. As the requirement under FRS and MFRS are similar, the significant accounting policies adopted in preparing this interim financial report are consistent with those of the audited financial statements for the financial period ended 31 December 2011.

A3.
AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS
The audit report for the audited financial statements of the Company and its subsidiaries for the financial period ended 31 December 2011 were not subject to any qualification.
A4.
COMMENTS ABOUT SEASONAL OR CYCLICAL FACTORS
The Group’s business operational results were not materially affected by any major seasonal or cyclical factors. 

A5.
UNUSUAL ITEM DUE TO THEIR NATURE, SIZE OR INCIDENCE
During the current quarter under review, there were no unusual items or events that affecting the assets, liabilities, equity, net income or cash flows, to the effect that is unusual nature, size or incidence.
A6.
MATERIAL ESTIMATES AND CHANGES IN ESTIMATES
There were no changes in estimates that have a material effect in the current quarter and financial period-to-date results under review.

A7.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES 

There were no issuances, repurchases and repayment of debt securities during the period under the review and up to the date of this report. However, following the approval of Bursa Securities on 13 February 2012 in relation to its private placement exercise, the Group issued an additional 29,153,000 shares at RM0.10 par value on 26 March 2012, thus, increasing the total issued shares to 320,683,044. This private placement to third party investors which is deemed completed on 26 March 2012, raised approximately RM4.37 million for purposes of working capital requirements and business expansion.  
A8.
DIVIDEND DECLARED
No dividend has been declared or paid by the Company during the current quarter under review.  
A9.
SEGMENT INFORMATION
Segment information is provided based on two (2) major business segments, i.e. engineering services and manufacturing. Expenses, assets and liabilities which are common and cannot be meaningfully allocated to the segments are presented under allocated expenses, assets and liabilities respectively. 
Business segments in revenue and results of the Company and its subsidiaries (“Group”) for the current quarter and current year to date for 31 March 2012 are as follows:

	
	(--------------Results for 3 months ended 31 March 2012--------------(

	
	Manufacturing
	Engineering services
	Others
	Elimination
	Total

	
	RM
	RM
	RM
	RM
	RM

	Revenue
	
	
	
	
	

	Segment revenue
	3820

	2,068,147
	-
	-
	2,071,967

	Elimination- inter segment
	-
	-
	-
	-
	-

	Total revenue
	3,820
	2,068,147
	
	-
	2,071,967

	
	
	
	
	
	

	Results from operating activities
	(4,027)
	(1,224,306)
	(26,724)
	-
	(1,255,057)

	Finance costs
	
	
	
	
	(78,554)

	Share of results in associates
	
	
	
	
	(338)

	
	
	
	
	
	

	Loss before taxation
	
	
	
	
	(1,333,949)

	
	
	
	
	
	

	Assets and Liabilities 
	
	
	
	
	

	
	
	
	
	
	

	Segment assets
	8,282,396
	13,457,431
	-
	-
	21,739,827

	Goodwill on consolidation
	
	
	
	
	2,209,793

	Investment in associates
	
	
	
	
	25,876

	
	
	
	
	
	

	Cash in hand and at banks 
	
	
	
	
	1,997,420

	Deposits with licensed banks
	
	
	
	
	8,958,700

	Tax recoverable 
	
	
	
	
	481,060

	Consolidated total assets
	
	
	
	
	35,412,676

	
	
	
	
	
	

	Segment liabilities 
	283,939
	2,991,645
	1,124,800
	-
	4,400,384

	Unallocated liabilities
	
	
	
	
	

	Borrowings 
	
	
	
	
	5,583,835

	Total liabilities
	
	
	
	
	9,984,219

	
	
	
	
	
	

	Capital expenditure
	
	
	
	
	5,842

	
	
	
	
	
	

	Depreciation of property, plant and equipment
	
	
	
	
	209,262

	Amortisation of products development expenditure
	
	
	
	
	69,510

	Non-cash expense other than depreciation 
	
	
	
	
	-



*
There are no comparative figures for the corresponding quarter of the preceding year because the Group has changed its financial year end from 31 July 2011 to 31 December 2011.

A10.
SUBSEQUENT EVENTS
There were no material events subsequent to the current quarter of 31 March 2012 and up to the date of this report, which is likely to substantially affect the results of the operations of the Company, which have not been announced.
A11.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT 

There were no changes in the valuation of property, plant and equipment since the latest audited financial statements for the period ended 31 December 2011.

A12.
CHANGES IN THE COMPOSITION OF THE GROUP
There are no changes in the composition of the Group during the quarter under review. 
A13.
CONTINGENT ASSETS AND LIABILITIES 
There were no changes in contingent liabilities or contingent assets, since the last financial period ended 31 December 2011.

A13.
CAPITAL COMMITMENTS

There were no material capital commitments for the period under review.
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B.
ADDITIONAL INFORMATION REQUIRED BY “BURSA SECURITIES”

B1.
REVIEW OF PERFORMANCE 

CURRENT QUARTER COMPARED TO THE CORRESPONDING QUARTER OF LAST YEAR
(1Q 12 vs 1Q 11)

	
	3 months ended

	
	31.03.2012
	31.03.2011

	
	RM
	RM

	Revenue 
	2,071,967
	*

	
	
	

	Loss before taxation
	1,333,949
	*

	
	
	



*
There are no comparative figures for the corresponding quarter of the preceding year because the Group has changed its financial year end from 31 July 2011 to 31 December 2011.
For the first quarter ended 31 March 2012, the Group achieved sales revenue of RM2.07 million and gross profit of approximately RM0.28 million. The revenue contribution from DPC Industrial System Sdn Bhd also reduced marginally during this quarter. 

The gross profit (“GP”) margin for the current quarter decline to 13.3% as compared to 20.4% for the 17-month period ended 31 December 2011. The lower GP margin is mainly attributable the low GP margin for trading and manufacturing business segment during this quarter. 

The Group posted a loss after taxation of RM1.34 million in the current quarter due to higher operation expenses. 
B2.
COMPARISON OF CURRENT QUARTER RESULTS WITH THE PRECEDING QUARTER

1Q 12 vs 4Q 11

	
	3 months ended
	3-months ended

	
	31.03.2012
	31.12.2011

	
	RM
	RM

	Revenue 
	2,071,967
	*

	
	
	

	Loss before taxation
	1,333,949
	*



*
There are no comparative figures for the corresponding quarter of the preceding year because the Group has changed its financial year end from 31 July 2011 to 31 December 2011.

For the three months period ended 31 March 2012, the Group recorded revenue of RM2.07 million and loss before taxation of RM1.34 million due to under-absorption of operating expenses caused by low revenue during this quarter. 

B3.
COMMENTARY ON PROSPECTS
The Board of Directors is of the view that the Group will continue to operate in competitive environment. Moving forward, the Board of Directors is taking necessary measure and evaluating the Group’s overall business strategy.
The current high crude oil prices and petroleum products have resulted in the search for alternative fuels. With that backdrop, the unavoidable escalating fuel costs and imminent tariff hikes will have a substantial positive impact on energy efficiency industry as cost saving will be critical in sustainability for companies in Malaysia as well as globally. With the increase government drive towards Green incentives and Green metrics under Key Performance Areas for the government. The energy sector will pay the role in intensifying towards strong economic growth with increased focus towards energy management and renewable energy initiatives. 
In line with our vision to be a total integrated energy efficiency solution provider and with our knowledge of energy efficiency technology, our Group will continue to utilize our resources to explore into other new business and increase our market share in the energy conservation sector.
B4.
PROFIT FORECAST OR PROFIT GUARANTEE
Not applicable as the Group did not publish any profit forecast or profit guarantee 

B5.
NOTES TO CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Loss before tax is arrived at after crediting/(charging):-

	
	3 months ended

	
	31.03.2012
	31.03.2011

	
	RM
	RM

	Loss for the period is arrived at after charging
	
	

	Amortisation and depreciation
	(209,262)
	*

	Interest expense
	(78,554)
	*

	Impairment loss on investment 
	-
	*

	Realised foreign exchange loss 
	(9,455)
	*

	Property, plant and equipment written off
	(34,601)
	*

	
	
	

	And after crediting
	
	

	Bad debts recovered
	-
	*

	Gain on disposal of investment
	-
	*

	Gain on disposal of property, plant and equipment
	-
	*

	Gain on foreign exchanged- realised
	-
	*

	Interest income
	40,635
	*

	REPO interest
	-
	*


· There are no comparative figures for the corresponding quarter of the preceding year because the Group has changed its financial year end from 31 July 2011 to 31 December 2011.
B6.
INCOME TAX EXPENSE 
	
	3 months ended

	
	31.03.2012
	31.03.2011

	
	RM
	RM

	Deferred tax 
	-
	*

	Current tax
	-
	*

	Tax Expenses 
	-
	*


· There are no comparative figures for the corresponding quarter of the preceding year because the Group has changed its financial year end from 31 July 2011 to 31 December 2011.
There was no corporate taxation charge for the Group for the current quarter ended 31 March 2012 due to losses incurred by the Group other than one of the wholly owned subsidiaries, DPC Industrial Systems Sdn. Bhd. DPC Industrial Systems Sdn. Bhd. that has been granted Pioneer Status under the Promotion of Investments Act, 1986, which allows it to enjoy tax relief during the pioneer period from 21 January 2008 to 20 January 2013. 

B7.
STATUS OF CORPORATE PROPOSALS 


There are no corporate proposals announced but not completed as at the reporting date. 
B8.
GROUP BORROWINGS AND DEBT SECURITIES 
The details of the Group’s borrowings as at 31 March 2012 are as follows:

	
	As at
	As at 

	
	31.03.2012
	31.12.2011

	
	RM
	RM

	Current 
	
	

	Term loan- 
secured
	153,667
	150,838

	Hire purchase
unsecured
	119,835
	119,835

	
	273,502
	270,673

	
	
	

	Non-current
	
	

	Term loan
	4,707,163
	4,760,068

	Hire purchase
	603,170
	632,324

	
	5,310,333
	5,392,392

	
	
	

	Total Bank borrowings
	5,583,835
	5,663,065

	
	
	



The Group does not have any foreign borrowings as at the date of this report.
B9.
MATERIAL LITIGATION
There was no material litigation since the last audited financial statement for financial period ended 31 December 2011 to the date of this report.

B10.
PROPOSED DIVIDEND 

No dividend has been declared or paid during the current quarter under review and financial year-to-date.  
B11.
EARNINGS PER SHARE
The earnings per share is calculated by dividing the net loss attributable to equity holders of the Company by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended
	Current year to date 

	
	31.03.2012
	31.03.2011
	31.03.2012
	31.03.2011

	
	
	
	
	

	Loss attributable to equity holders of the parent (RM)
	(1,333,949)
	*
	(1,333,949)
	*-

	
	
	
	
	

	Weighted average number of Ordinary shares in issue
	293,452,220
	*
	293,452,220
	*

	
	
	
	
	

	Basic Loss per Ordinary Share (sen)
	(0.45)
	*
	(0.45)
	*

	Dilutive Loss per Ordinary Share (sen)
	#
	*
	#
	*


· There are no comparative figures for the corresponding quarter of the preceding year because the Group has changed its financial year end from 31 July 2011 to 31 December 2011.

#
The fully diluted earnings per ordinary share for the Group for the current quarter ended 31 March 2012 is not presented as the warrants would be anti-dilutive.
B12.
STATUS OF UTILISATION OF PROCEEDS
(a)
Rights Issue

The status of the utilisation of the proceeds raised from the rights issue of 144,588,519 shares at price of RM0.10 per share amounting to RM14,458,852 as at 31 March 2012 is as follows:

	
	Proposed utilisation
	Actual utilisation
	Balance of proceeds 
	Time frame for the utilisation of proceeds

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Repayment of bank borrowings
	5,000
	333
	4,667
	Within 12 months

	Working capital
	9,059
	7,138
	1,921
	Within 12 months

	Defraying expenses 
	400
	397
	3
	Within 2 months

	
	14,459
	7,868
	6,591
	

	
	
	
	
	


(b)
Private placement


The status of the utilisation of the proceeds raised from the private placement of 29,153,000 Shares at an issue price of RM0.15 per share amounting to RM4,372,950 as at 31 March 2012 is as follows:-

	
	Proposed utilisation
	Actual utilisation
	Balance of proceeds
	Time frame for the utilisation of proceeds

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Working capital 
	4,273
	-
	4,273
	Within 6

months

	Defraying expenses 
	100
	74
	26
	Within 1 month

	
	4,373
	74
	4,299
	

	
	
	
	
	


B13.
REALISED AND UNREALISED PROFIT OR LOSSES

Breakdown of the Group’s realised profit or losses as at 31 March 2012 is as follows:-

	
	As at
	As at 

	
	31.03.2012
	31.12.2011

	
	RM
	RM

	Total accumulated loss of the Company and its subsidiaries:-
	
	

	-
Realised
	(10,027,548)
	(8,620,515)

	-
Unrealised
	-
	(73,422)

	
	
	

	Total share of accumulated losses from associate 
	
	

	-
Realised
	(174,124)
	(173,786)

	-
Unrealised
	-
	-

	
	
	

	Less:
Consolidation adjustments
	
	-

	
	
	

	Total accumulated loss as per statement of financial position 
	(10,201,672)
	(8,867,723)

	
	
	


B14.
AUTHORITY FOR ISSUE

The interim financial report were authorised for issue by the Board of Directors in accordance with a resolution of the Directors. 
By order of the Board

TEO SOON MEI
Company Secretary

