Nikko Electronics Bhd. (174076-U)

(Incorporated in Malaysia)

NOTES :

(1)
Accounting Policies

The Group quarterly financial statements are prepared using the same accounting policies, method of computation and basis of consolidation as those used in the preparation of the most recent audited accounts and comply with Malaysian Accounting Standards approved by Malaysian Accounting Standards Board. 




(2)
Exceptional items

There was no exceptional item in the quarterly financial statements under review.




(3)
Extraordinary Items

There was no extraordinary item in the quarterly financial statements under review.




(4)
Taxation 

The taxation figure for the financial quarter ended 30th June, 2001 does not contain any deferred tax and /or adjustments for under / over provision in prior years.




(5)
Sale of Unquoted Investment and/or Properties

There was no purchase or sale of unquoted investment or properties for the financial quarter        ended 30th June, 2001.




(6)
Purchase or Disposal of Quoted Securities

There was no purchase or disposal of quoted securities for the current financial quarter ended 30th June, 2001.




(7)
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current financial quarter, including business combination, acquisition or disposal of subsidiaries and long term        investments, restructuring and discountinuing operations.




(8)
Status of Corporate Proposals

There were no corporate proposals announced during the financial quarter and at the date of this quarterly report.




(9)
Issuances and Repayment of Debt and Equity Securities

There was no issuance and repayment of debt and equity securities, share buy back, share        cancellation, share held as treasury shares and resale of treasury shares during the current  financial quarter ended 30th June, 2001.




(10)
Group Borrowings and Debts Securities

As at 30th June, 2001, the Group did not have any debt securities except for the short term         borrowings in local currency amounting to RM16 million, which are secured by negative pledge on the assets of the Company.




(11)
Contingent Liabilities 

There were no contingent liabilities as at 30th June, 2001 and at the date of this report.




(12)
Off Balance Sheet Financial Instruments

There were no material financial instruments with off balance sheet risk as at 30th June, 2001         and at the date of this report.




(13)
Material Litigation

The Group does not have any pending material litigation as at 30th June, 2001 and at the date of this report.
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(14)
Segmental Reporting

The Group's activities are in the manufacture and sales of radio-controlled toys.  The details of the Group's geographical segments for the financial quarter ended 30th June, 2001 are as follows :-

Geographical

Segment
Turnover

RM’000
Profit before tax

RM’000
Total assets employed

RM’000

Malaysia 
52,256
2,015
242,699

Hong Kong 
    198
   (60)
    2,828

Total 
        52,454
1,955
245,527

(15)
Comparison of profit with the immediate preceding quarter   
The Group recorded a profit before taxation of RM4.15 million in the current quarter compared with a loss before taxation of RM2.19 million in the preceding quarter. The profit before tax was attributable to a higher sales volume and a higher profit margin as a result of lower production cost.   




(16)
Review of Performance of the Company and its principal subsidiary  

The Group recorded a lower profit before taxation of RM1.96 million compared to the profit of RM5.72 million in the corresponding period ended 30th June, 2000. It is mainly due to a loss of RM2.19 million in the first quarter ended 31st March, 2001 and overall reduced profit margin for the six months period ended 30th June, 2001.




(17)
Material Events Subsequent to Financial Year End

There were no material events subsequent to the preceding financial year end and up to the date of this report which have not been reflected in the financial statements.




(18)
Seasonal or Cyclical Factors

The sales of radio controlled toys is seasonal in nature. Sales would normally peak in the months of July to October each year.




(19) 
Current Year Prospects

The Board of Directors acknowledged the difficult trading condition prevailing in the current year due to the slowdown in the world economy and keen competition experienced in the radio controlled toys industry.

However, the Board is aggressively exercising cost cutting measures to cushion the lower selling price and constantly creating new business opportunities in order to achieve a favourable result for the year 2001.




(20)
Profit Forecast

The group has not made any profit forecast on a quarterly basis.




(21)
Dividend 

No interim dividend has been recommended for the financial quarter ended 30th  June, 2001.
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