Nikko Electronics Bhd. (174076-U)

(Incorporated in Malaysia)

NOTES :

(1)
Accounting Policies

The financial statements of the Group are prepared using the same accounting policies and  method of computation consistent with those used in the preparation of the most recent annual audited financial statements and are in compliance with the approved accounting standards issued by the Malaysian Accounting Standards Board. 




(2)
Exceptional items

There were no exceptional items for the current quarter and financial year ended 31st December, 2001.




(3)
Extraordinary Items

There were no extraordinary items for the current quarter and financial year ended 31st December, 2001.




(4)
Taxation 

There was no deferred tax adjustment made for the current quarter and the financial year ended 31st December, 2001 except for adjustment for over-provision for taxation of RM3.56 million due to losses incurred in the current quarter.

There was no provision for taxation charge in the current quarter. The effective tax rate for the financial year is lower than the statutory tax rate due to benefits of reinvestment allowances and double taxation incentives claimed by the Company. 




(5)
Sale of Unquoted Investment and/or Properties

There were no purchase or sale of unquoted investment or properties for the current quarter and financial year ended 31st December, 2001.




(6)
Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities for the current quarter and financial year ended 31st December, 2001.




(7)
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter and for the financial year ended 31st December, 2001 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.




(8)
Status of Corporate Proposals

The company has made announcement to KLSE the following  proposals duly passed at the EGM of the Company held on 16th January, 2002 :- 

1. Proposed share buy-back

2. Proposed amendments to the Memorandum of Association and Articles of Association of the Company; and 

3. Proposed increase in authorised share capital from RM100,000,000 comprising 100,000,000 ordinary shares of RM1 each to RM500,000,000 comprising 500,000,000 ordinary shares of RM1 each. 
The Company has also made announcement to KLSE for the ordinary resolution “the proposed shareholders’ mandate for recurrent related party transactions of a revenue or trading nature in the ordinary course of business which are necessary for the Group’s day-to-day operations” passed at the Adjourned Extraordinary General Meeting held on the 6th February, 2002. 
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(9)
Issuances and Repayment of Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy back, share        cancellation, share held as treasury shares and resale of treasury shares for the current  quarter and financial year ended 31st December, 2001.



(10)
Group Borrowings and Debt Securities

As at 31st December, 2001, the Group did not have any debt securities except for the short term         borrowings in local currency amounting to RM15 million which are secured by negative pledge on the assets of the Company.




(11)
Contingent Liabilities 

There were no contingent liabilities which have arisen since the last balance sheet date 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 31st December, 2001 and at the date of this report.




(13)
Material Litigation

The was no pending material litigation against the Group which has arisen since the last balance sheet date and at the date of this report.

(14)
Segmental Reporting

The Group's activities are in the manufacture and sales of radio-controlled toys and other toys related products. The details of the Group's geographical segments for the financial year ended 31st December, 2001 are as follows :-

Geographical

Segment
Turnover

RM’000
Profit / (loss)

 before tax

RM’000
Total assets employed

RM’000

Malaysia 
207,164
6,168
194,666

Hong Kong 
    3,112
(2,122)
    2,842

Total 
        210,276
4,046
197,508

(15)
Comparison of profit with the immediate preceding quarter   
The Group recorded a loss before taxation of RM10.7 million in the current quarter compared with a profit before taxation of RM12.8 million achieved in the preceding quarter. The loss in the current quarter was due to lower selling price and cancellation of sales order after the September 11th incident which has resulted in a much subdued sales for the current quarter.    




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

The Group achieved a turnover of RM210.3 million with a Group profit before taxation of RM4.0 million for the financial year ended 31st December, 2001 compared to the turnover for the previous financial year of RM226.3 million and profit before taxation of RM26.4 million.

The reduced profit for the financial year ended 31st December, 2001 was due to lower selling price and cancellation of sales orders in the fourth quarter and development charges for new products for which benefits have not been accrued during the year under review. The loss of RM2.1 million by the subsidiary, Nikko Electronics Hong Kong Limited, also affected the overall Group profit for the year under review.
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(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 demand of the Group for radio controlled toys is subject to seasonality. Historically, sales are much higher in the third quarter of the financial year as compared with the other quarters of the year.




(19) 
Current Year Prospects

Barring unforeseen circumstances, the Directors expect the Group, with its cost cutting efforts and creation of new products which are mostly exported, to perform better with the expected recovery in the world economy during the second half of the year. 




(20)
Profit Forecast

No profit forecast was made in respect of the current year ended 31st December, 2001. 




(21)
Dividend 

The Board of Directors of the Company recommends a first and final tax exempt dividend of 6% (6% in 2000) per ordinary share amounting to RM5.94 million for the financial year ended 31st December, 2001 subject to the approval of the shareholders at the forthcoming Annual General Meeting.

The book closure for the purpose of determining the shareholders entitlements to the said dividend will be announced at a later date.
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