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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 Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad) 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 financial year ended 31st December, 2002 except for the adoption of MASB 25 – Income Taxes and MASB 29 – Employee Benefits.

The adoption of MASB 25 on deferred taxation recognised on surplus arising from the revaluation of leasehold land and buildings has been applied retrospectively. Therefore, the retained profits as disclosed in the Condensed Consolidated Statement of Changes in Equity have been restated to effect this change in accounting policy.

During the year, the Group changed its financial year end from 31 December to 31 March. As such, the current audited financial statements are made up from 1st January, 2003 to 31st March, 2004, a period of fifteen months.

Note 2. 
Auditors’ Report

The auditors’ 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 with about 55% of the annual sales are normally made in the September quarter. 

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 period 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 and resale of treasury shares during the financial quarter ended 31st March, 2004. The number of treasury shares as at 31st March, 2004 is 68,000.

Note 7. 
Dividends Paid

No dividends were paid during the quarter ended 31st March, 2004.

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 fifteen months ended 31st March, 2004 are as follows:


Turnover
Profit/(Loss)

Before Tax


RM' 000
RM' 000

Malaysia
233,699
          3,152

Hong Kong
4,044
          (1,072)


237,743
          2,080

Note 9.
Valuation of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment, from 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 31st March, 2004 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.
Contingent Liabilities

There were no contingent liabilities as at 31st March, 2004 and up to the date of this report.  

Note 1. 
Review of Performance

The Group’s sales and profit before taxation were RM237.7 million and RM2.1 million respectively. Due to the change of financial year end from 31st December, 2003 to 31st March, 2004, no comparative figures are disclosed for the corresponding fifteen months ended 31st March 2003. 

However, for comparative purposes, the unaudited results for the 1st quarter ended 31st March, 2003 recorded sales and loss before taxation of RM13.7 million and RM9.8 million respectively, compared with current quarter’s sales of RM17.0 million and loss before taxation of RM7.0 million.


The improvement in the results was mainly due to increase in sales turnover and improved profit margin as a result of various cost cutting measures implemented since the year 2002.

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

The Group recorded a net loss before taxation of RM7.0 million in the fifth quarter ended 31st March, 2004 compared to net loss before taxation of RM10.5 million in the preceding quarter ended 31st December, 2003. Due to the seasonal nature of the Company’s business, loss experienced in this quarter is normal as it is also a low season.
Note 3. 
Prospects for the Next Financial Year

Barring any unforeseen circumstances, the Board of Directors is optimistic of achieving a satisfactory results for the financial year ending 31st March 2005.

Note 4.
Variance of Actual Profit from Forecast Profit

This is not applicable as no profit forecast was published.

Note 5. 
Taxation


3 months ended 31/03/04
15 months ended 31/03/04


RM’000
RM’0000

Malaysian taxation:



- Current taxation 
130
           (640)

- Deferred taxation 
620
           620

- Overprovision in previous financial years
967
           967

Hong Kong taxation
-
              -


1,717
           947

The effective tax rate of the Group for the financial period under review is lower than the statutory rate mainly due to the benefits of reinvestment allowance and double deduction incentives.

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

There was no sale of unquoted investments and/or properties for the fifteen months ended 31st March, 2004.

Note 7.
Quoted Securities


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

Note 8.
Status of Corporate Proposals

(i) Following the announcement dated 5th December, 2003 on proposal to implement an Employees’ Share Option Scheme (ESOS) for eligible employees and Executive Directors of Nikko and those of its subsidiary, on 26th February, 2004, Nikko announced that it proposed to revise certain terms of the Proposed ESOS after taking into consideration the announcement made by Bursa Malaysia Securities Berhad on 9th February, 2004 on new guidelines of ESOS.
(ii) On 20th May, 2004, Nikko announced that it proposes to amend Article 4(b) of the Articles of Association of Nikko to allow the Company to allot shares to its non-executive Directors in conjunction with the Proposed ESOS.
Note 9. 
Borrowings and Debt Securities

As at 31st March, 2004, the Group did not have any debt securities except for short term borrowings in local currency amounting to RM92,000, 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

The Board of Directors recommends a first and final tax exempt dividend of 7.5% (6% in 2002) per ordinary share amounting to RM7.42 million for the fifteen months period ended 31st March, 2004 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.

Note 13. 
Earnings per Share

(a) Basic earnings per share


Individual Quarter
Cumulative Year-to-Date


Quarter ended 31/03/2004
Quarter ended 31/03/2003
15 months ended 31/03/2004
15 months ended 31/03/2003

Net profit/(loss) for the period         (RM ‘000)
(5,284)
-
3,027
-

Weighted average number of ordinary shares on issue ( ‘000)
98,932
-
98,932
-

Basic earnings/(loss) per share (sen) 
(5.34)
-
3.06
-

(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 OOI WEE

CHIN YUET SIN
Company Secretaries 
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