Notes to the Interim Financial Reporting For The Quarter Ended 30 June 2003

MASB 26 Interim financial reporting –Disclosure requirements per paragraph 16

A. Accounting policies and methods of computation

This interim financial report is unaudited and has been prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements. The interim financial report should be read in conjunction with the Company’s audited financial statements for the year ended 31 March 2003.

The accounting policies and methods of computation adopted for the interim financial statements have been prepared using the same accounting policies and methods of computation adopted for the audited financial statements for the financial year ended 31 March 2003 as well as new approved accounting standards which are effective and applicable in the current financial year.

Consequently, in compliance with the new MASB 25, Income Taxes that came into effect during the current financial year, deferred tax liabilities and /or assets are recognised for all temporary differences and the Company has applied this retrospectively. However, deferred tax assets are recognized only when it is probable that taxable profits will be available against which the deferred tax assets can be utilised.

The effect of the implementation of MASB 25, which has been applied retrospectively, are summarized as follow:

Impact on Balance Sheet:

Balance as at 31 March 2003
As per previously                    reported  (RM’000)
Prior Period adjustment (RM’000)
As restated (RM’000)

Deferred tax assets/(liabilities)
( 4,400 )
7,859
3,459

Shareholder’s funds
588,012
7,859
595,871

The above restatement of the Company’s shareholders’ funds at the beginning of the year has the effect of increasing the Net Tangible Assets per share of the Company from RM 9.68 to RM 9.81.

B. Disclosure of Audit Report Qualification and Status of Matters Raised

The audit report of the Company’s annual financial statements for the financial year ended 31 March 2003 was not qualified. 

C. Seasonality or cyclicality of interim operations

The Company’s business operations were not materially affected by any seasonal or cyclical factors for the quarter under review.

D. Exceptional or unusual item

There were no items affecting assets, liabilities, equity, net income or cash flows that were exceptional or unusual because of their nature, size or incidence since the last balance sheet date.

E. Changes in estimates of amounts reported in prior interim periods for the current financial year or in prior financial years

There were no major changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in the audited financial statements for the financial year ended 31 March 2003.

F. Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter under review since the last annual balance sheet date. 

G. Dividends paid 

There were no dividends paid in the current quarter under review.

H. Segmental reporting

There is no segmental reporting as the Company is principally involved in the manufacture and sale of electrical consumer products and related components in one industry segment and operates wholly in Malaysia.

I. Valuation of property, plant and equipment

There were no valuation of property, plant and equipment since the last financial year ended 31 March 2003.

J. Significant post balance sheet events

There has not arisen subsequent to the end of the previous financial year any material events that has not been reflected in the current quarter under review.

K. Changes in the composition of the Company

There have been no material changes in the composition of the Company for the current quarter under review.

L. Contingent liabilities or contingent assets.

There were no contingent liabilities or contingent assets since the last financial year ended 31 March 2003.

M. Deposits

 30/06/03
 31/03/03


 RM’000
 RM’000
Deposits with:

Licensed banks  
 429
             598 

A related company




  484,354
473,287








  484,783
473,885






      
                                244               

N. Interest in associated company

30/06/03          31/03/03


RM'000
RM'000

Unquoted shares at cost

     2,000
 2,000
The Company holds a 40% (2002: 40%) equity interest in its associated company, National Panasonic (Malaysia) Sdn. Bhd., a company incorporated in Malaysia. The principal activity of the associated company is the marketing and distribution of consumer products, home appliances and batteries under the brand names National, Panasonic and Technics.

Had equity accounting been adopted for this associated company, the income statement of the Company and carrying value of investment in associated company in balance sheet would be as follows:









30/06/03         31/03/03

RM’000
 RM’000

(i) Income statement

Profit from operations of the Company


 11,670
  72,860

Less: Dividend income from associated company
      -      
 (  3,185)









 11,670
  69,675

Share of profit of the associated company
     1,553
    6,917

Profit from operations




 13,223
  76,592

Taxation
-Company




(  3,186)
 (  8,100)



-Associated Company

 

(     435)
 (  2,335)

Profit after taxation




   9,602  
   66,157 
(ii)Balance sheet









30/06/03
  31/03/03
RM’000
  RM’000

Interest in associated company







Investment at cost
 2,000
2,000

Share of post acquisition distributable 

and non-distributable reserves



101,550
100,432 


103,550
102,432







Represented by:

Share of net assets





103,550
102,432

Goodwill on acquisition





           - 
            -             









103,550
102,432 

Disclosures requirements pursuant to Part A, Appendix 9B of KLSE Listing Requirements

1. Review of performance

Revenue for the quarter ended 30 June 2003 has decreased by 9.0% compared to the previous corresponding quarter ended 30 June 2002. The decrease in the revenue is largely due to lower sales. 

2. Material changes in quarterly results compared to preceding quarter


4th Quarter Ended 31.03.03
1st Quarter Ended 30.06.03


RM’000
RM’000

Sales
183,713
196,777

Operating Profit
  11,774
  11,670

Dividend Income
    1,274
-

Profit Before Tax
  13,048
   11,670

Profit %
      7.1%
     5.9%

For the current quarter under review, the Company recorded a profit before taxation of RM11.7 million as compared to the preceding quarter of RM13.0 million representing a decrease of 10.6% in profit before taxation. This is mainly attributable to no dividend income from associated company for the current quarter under review.

3. Prospects

Amidst increased economic uncertainties, the Company expects keen market competition and possible decline in market demand this financial year. Nevertheless, the Company will embark on new strategies to improve profitability of key product lines.

The Company is in the progress of integration of its Port Klang (“PK”) Plant operation with the Shah Alam 1 (“SA1”) Plant to achieve better synergy and cost efficiency. Upon completion of this exercise, PK Plant will be closed down.

Under the new global brand strategy, the brand name for all home appliance products in Southeast Asia, the Middle East and China will be changed to “ Panasonic” from “National” by the end of March 2004. The “National” brand will, however, continue to be used in Japan where the brand was originally born in 1927.

4. Profit forecast

There were no profit forecast prepared and profit guaranteed by the Company.

5. Taxation

        3 months               Year                                   ended
                 ended
    30/06/03            31/03/03                                     RM’000
   RM’000      
Taxation charge  

- Current year                                                                      ( 2,842)             (9,300)      

- Prior year  


                                             -
                     -          Deferred tax (liabilities)/assets
                                      (     344)            _ 1,200 
                                     

                          (  3,186)
    ( 8,100)         

The effective tax rate of the Company is lower than the statutory tax rate mainly due to reinvestment allowances claimed by the Company. 

6. Sales of unquoted investments and/or properties

There were no profits on any sales of unquoted investments and/or properties outside the ordinary course of the Company’s business for the current quarter under review.

7. Purchase/disposal of quoted securities

There were no purchases or disposal of quoted securities for the current quarter under review.

8. Status of corporate proposal

There were no corporate proposals announced but not completed as at the date of issue of this quarterly report.

9. Borrowings and debt securities

As at the end of the current quarter, the Company has neither long term nor short-term borrowings.

10. Off balance sheet financial instruments


Forward foreign exchange contracts are entered into by the Company in currencies   other than Ringgit Malaysia to manage exposure to fluctuations in foreign currency   exchange rates on specific transactions.  In general, the Company’s policy is to  enter into forward foreign exchange contracts for 50%-80% of such foreign currency receipts and payments anticipated for the next three months.



At 23 August 2003, the settlement dates on open forward contracts ranged between one and three months.  The foreign currency amounts to be received/paid and contractual exchange rates of the Company’s outstanding contracts are as follows:




   Currency to                     RM       
Contractual



Hedge item
be received/paid
equivalent
         rate        



Net payables:



Euro   15,835
Ringgit Malaysia
64,814
        1 Euro = RM4.0931



SGD 286,490
Ringgit Malaysia               627,442        1 SGD = RM2.1901




Net future purchases



  over the next



  3 months:



Euro   60,000
Ringgit Malaysia
                 264,000      1 Euro  = RM4.4000



SGD 300,000
Ringgit Malaysia
                 654,000      1 SGD  = RM2.1800

The settlement dates of the above open forward contracts range between 1 to 3 months.

Exchange gains and losses arising on contracts entered into as hedges of forecast transactions are deferred until the date of the transactions. All exchange gains and losses relating to hedge instruments are recognized in the income statement in the same period as the exchange differences on the underlying hedged items. 

Credit risk

The above instruments were executed with a related company, Panasonic Financial Centre (Malaysia) Sdn Bhd (“PFI”), a company incorporated in Malaysia. Matsushita Electric Industrial Co. Ltd. ("MEI”), the Company’s ultimate holding company, wholly owns PFI. MEI closely monitors the operations of PFI and takes responsibility for the fulfillment of PFI’s obligations.

11. Changes in material litigation

There were no material litigations as at 29 August 2003.

12. Dividends

(a)  A final ordinary dividend for the year ended 31 March 2003 has been declared  by the Directors on 27 May 2003.

(i) The final dividend for the year ended 31 March 2003 amounted to 40.0 sen per ordinary  share of RM 1.00 each, less 28% income tax.

(ii) The final dividend paid for the previous financial year ended 31 March 2002 amounted to 35.0 sen per ordinary share of RM 1.00 each, less 28% income tax.

(iii) The final dividend is payable on 19 September 2003.

(iv) Entitlement to the final dividend 

         A Depositor shall qualify for entitlement to the dividend only in respect of:

· Shares deposited into the Depositors’ Securities Account before 12.30 p.m. on 9 September 2003 in respect of securities exempt from mandatory deposit;

· Shares transferred to the Depositor’s Securities Account before 4.00 p.m. on 11 September 2003 in respect of ordinary transfers; 

· Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

(b)  There were no dividends declared for the current quarter under review.

13. Earnings per share


(a) Basic earnings per share 


3 months ended
3 month ended


04/03 to 06/03
04/02 to 06/02

Net profit for the period (RM’000)
8,484
11,080

Weighted average number of ordinary share in issue (’000)
60,746
60,746*

Basic earnings per 

Share (sen)
13.97
18.24

* On 8 October 2002, the Company increased its issued and paid up share capital from 35,732,812 ordinary shares of RM 1 each to 60,745,780 ordinary shares of RM 1 each through the issuance of 25,012,968 bonus shares capitalised through the retained earnings on the basis of 7 ordinary shares of RM1 each for every 10 existing shares held. In accordance with MASB 13 Earnings Per Share, the issue of bonus issue is treated as if it had occurred prior to the beginning of the earliest financial year reported.

(b) Summary of Earnings Per Share


Basic (Sen)
Diluted (Sen)

Quarter 1
13.97
-

Year To Date
13.97
-

14. Commitments For Capital Expenditure


         30/06/03            31/03/03                                     RM’000
   RM’000      
Contracted                                                                               2,400                6,587   

Not contracted                                                                         2,906                3,568     









       5,306
      10,155
Analysed as follows:

- Property, plant and equipment



       5,306               10,155
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