NIKKO ELECTRONICS BHD. (174076-U)

PART A:- EXPLANATORY NOTES PURSUANT TO MASB 26 

                 FOR THE QUARTER ENDED 30TH JUNE, 2003


Note 1. 
Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance 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 audited financial report of the Group and of the Company for the financial year ended 31st December 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the report for the year ended 31st December, 2002.

Note 2. 
Auditors’ Report

The auditors’ report of the annual financial report for the financial year ended 31st December, 2002 was not subject to any qualification.

Note 3. 
Seasonal or Cyclical Factors

The sales demand of the Group for radio-controlled toys are subject to seasonality and sales are usually at its peak in the third quarter of the financial year compared to other quarters. 

Note 4. 
Unusual Items 

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size or incidence during the quarter under review. 

Note 5. 
Changes in Estimates

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the current interim period. 

Note 6. 
Issuances or Repayments of Debts 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 financial quarter ended 30th June, 2003. 

Note 7. 
Dividends Paid


No dividends were paid in the financial quarter ended 30th June, 2003.

Note 8. 
Segmental Reporting

The Group's activities are in the manufacture and sales of radio controlled toys and other toy related products. The details of the Group's geographical segments for the six months ended 30th June, 2003 are as follows:


Turnover
Profit/(loss)
Before Tax


RM' 000
RM' 000

Malaysia
47,348
            804

Hong Kong
1,250
(100)


48,598
            704

Note 9. 
Valuation of Property, Plant & Equipment

The valuations of land and buildings have been brought forward, without amendment, from the previous annual report for the financial year ended 31st December, 2002. 

Note 10.
Events Subsequent to the end of the Interim Reporting Period

There were no material events subsequent to 30th June, 2003 and up to the date of this report which have not been reflected in the financial statements for the quarter under review. 

Note 11.
Changes in the Composition of the Group 

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

Note 12.
Changes in Contingent Liabilities

There were no significant changes in contingent liabilities as at 30th June, 2003 and up to the date of this report.  

Note 1. 
Review of Performance

The Group sales for the six months ended 30th June, 2003 was RM48.6 million compared to RM37.0 million recorded in the corresponding six months of the preceding year. The Group recorded a net profit before taxation of RM0.7 million compared to the net loss before taxation of RM7.7 million recorded in the same period last year. 

The improvement in the results was due to increased sales during the period and lower cost of production as a result of the effect of cost cutting measures implemented last year.

Note 2. 
Material Changes in Quarterly Results Compared to the Results of the Preceding 
Quarter

The Group recorded net profit before taxation of RM10.5 million in the second quarter ended 30th June, 2003 compared to the net loss before taxation of RM9.8 million in the preceding quarter ended 31st March, 2003 due to seasonal nature of the business. 

Note 3. 
Prospect for the Remaining Period of Current Financial Year

With the good results achieved during the quarter under review compared with the previous year corresponding quarter, coupled with the continued effort in the cost cutting measures, the Group is confident that a positive performance will be achieved for the financial year.  

Note 4.
Variance of Actual Profit from Forecast Profit

This is not applicable as no profit forecast was published.

Note 5. 
Taxation

Although the Group recorded a net profit of RM0.7 million for the six months ended 30th June, 2003, there was no tax charge for the six months ended 30th June, 2003 due mainly to the benefits of reinvestment allowances and double deduction tax incentives. 

Note 6.
Profits on Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties for the six months ended 30th June, 2003.   

Note 7. 
Quoted Securities

There was no purchase or sale of quoted securities for the quarter under review. 

Note 8.
Status of Corporate Proposals

The following proposals were announced to the KLSE and duly passed at the Annual General Meeting of the Company held on 27th June, 2003 :-

· Proposed renewal of  authorisation for the Company to purchase such number of its own shares on the Kuala Lumpur Stock Exchange representing up to a maximum of 10% of the issued and paid up share capital of the Company; and 

· Proposed renewal of shareholders’ mandate and new shareholders’ mandate for the recurrent related party transactions of a revenue or trading nature in the ordinary course of business which are necessary for the Nikko’s Group day-to-day operations. 

Note 9. 
Borrowings and Debt Securities

As at 30th June, 2003, the Group did not have any debt securities except for short term borrowings in local currency amounting to RM17.9 million, which are secured by negative pledge on the assets of the Company. 

Note 10. 
Off Balance Sheet Financial Instruments

There are no off balance sheet financial instruments as at the date of this report. 

Note 11. 
Material Litigation

There is no pending material litigation at the date of this report. 

Note 12. 
Dividends

No dividend has been recommended by the Board for the quarter ended 30th June, 2003 

Note 13. 
Earnings per Share

(a) Basic earnings per share


Individual Quarter
Cumulative Year-to-Date


Quarter ended 30/06/2003
Quarter ended 30/06/2002
 6 months ended 30/06/2003
 6 months ended 30/06/2002

Net profit/(loss) for the period     (RM ‘000)
 10,552
(607)
704
(7,728)

Weighted average number of ordinary shares on issue ( ‘000)
98,933
       99,000
98,933
       99,000

Basic earnings/(loss) per share (sen) 
10.66 
(0.61)
0.71
(7.81)

(b) Diluted earnings per share

This is not applicable as there are no dilutive securities issued by the Group. 

BY ORDER OF THE BOARD 

CHIN YUET SIN 

CHIN OOI WEE

Company Secretaries 

Kuala Lumpur 

Dated: 
29th August, 2003 
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