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PART A:- EXPLANATORY NOTES PURSUANT TO FRS 134 





                 FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2007


A1. 
Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with FRS 134 – Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the audited financial report of the Company for the financial year ended 31 March 2007. The explanatory notes attached to the interim financial report statement provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Company since the financial year ended 31 March 2007.

A2. 
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2007 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”):

	
	
	Effective for 

financial period beginning on or after

	
	
	

	FRS 117
	Leases
	1 October 2006

	FRS 124
	Related Party Disclosures
	1 October 2006

	FRS 1192004 (Revised)


	Employee Benefits - Actuarial Gains and Losses, Group Plans and Disclosures
	1 January 2007

	
	
	


The adoption of the above FRSs does not have significant financial impact on the Company. The principal effect of changes in accounting policies arising from the adoption of FRS 117 is as follows:

FRS 117: Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid land lease payments and are amortised on a straight-line basis over the lease term. A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease. Prior to 1 April 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. 
Upon the adoption of the revised FRS 117 at 1 April 2007, the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepaid land lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid land lease payments has been accounted retrospectively and certain comparatives as at 31 March 2007 have been restated. 

	
	As Previously
	Effect of 
	As 

	Balance Sheet 
	Stated
	FRS 117
	Restated

	As at 31 March 2007
	RM’000
	RM’000
	RM’000

	
	
	
	

	Property, plant and equipment
	68,443
	         (7,683)
	60,760

	Prepaid land lease payments
	-
	                     7,683
	7,683


A3.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report for the financial year ended 31 March 2007 was not subject to any qualification.

A4. 
Comments about Seasonal or Cyclical Factors

The sales demand of the Company for radio-controlled toys are subject to seasonality with more than half of the annual sales normally made in the September quarter. 

A5. 
Unusual Items due to their Nature, Size or Incidence

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. 

A6. 
Changes in Estimates

There were no changes in estimates of amounts reported that have a material effect on the results in the current interim period. 

A7. 
Debt 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 30 June 2007.  

A8. 
Dividend Paid


No dividend was paid during the current quarter ended 30 June 2007.

A9. 
Segmental Information

Segmental information is not applicable as the Company operates wholly in Malaysia and its activities are predominantly in the manufacturing and sales of radio controlled toys.

A10.
Valuation of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment, from the financial year ended 31 March 2007.

A11.
Events Subsequent to the end of the Interim Reporting Period

There were no material events subsequent to 30 June 2007 and up to the date of this report which have not been reflected in the financial statements for the quarter under review. 

A12.
Changes in the Composition of the Company 

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

A13.
Changes in Contingent Liabilities and Contingent Assets

There were no contingent liabilities or contingent assets since the last annual balance sheet as at 30 June 2007 and up to the date of this report.

A14.
Capital Commitments

There were no capital commitments for the purchase of property, plant and equipment not provided for in the financial statements as at 30 June 2007. 

A15.
Significant Related Party Transactions

Save as disclosed below, the Directors are of the opinion that there are no other related party transactions which would have material impact on the financial position and the business of the Company during the current financial quarter.

The significant transactions with related parties by the Company are as follows:

	
	
	3 months ended 

	Name of Company
	Type of Transaction
	30 June 2007

	
	
	RM’000

	
	
	

	Nikko Co. Ltd.
	Sales of goods
	258

	
	Purchase of raw materials and equipment
	16

	
	Royalty and sales commission payments
	827

	
	R&D services
	2,331

	
	
	

	Nikko Tec Int. Ltd.
	Sales of goods
	496

	Nikko (Asia) Toy Pte. Ltd.
	Sales of goods
	52

	Rising Sun Toys Sdn. Bhd.
	Sales of goods
	35

	Nikko Scandinavia AS
	Sales of goods
	721

	Nikko Europe BV
	Sales of goods
	1,592

	Nikko America Inc.
	Sales of goods
	571

	Nikko UK Limited
	Sales of goods
	831

	Meccano SN S.A.
	Sales of goods
	939

	Nics Engineering Ltd.
	Purchase of raw materials
	2,364

	
	
	

	
	
	


B1. 
Review of Performance

The Company recorded a turnover of RM14.7 million and a loss before taxation of RM5.8 million for the first quarter ended 30 June 2007 compared with a turnover of RM25.1 million and a loss before taxation of RM9.9 million in the preceding financial year’s corresponding quarter. The decrease in turnover by 41.5% compared with the previous financial year’s corresponding quarter was mainly due to reduction in the volume of sales orders. However, the reduced losses incurred for the current quarter was also attributed partly by cost savings derived from the closure of Parit Buntar factory.

B2.
Material Changes in Quarterly Results Compared to the Results of the Preceding Quarter

The Company recorded a loss before taxation of RM5.8 million on a turnover of RM14.7 million in the first quarter ended 30 June 2007 compared to a loss before taxation of RM12.1 on a turnover of RM7.6 million in the preceding quarter ended 31 March 2007.  The much higher sales in the current quarter has mitigated losses incurred for the current quarter due to the seasonal nature of the business.
B3.
Prospects for the Remaining Period of Current Financial Year 

In view of the prevailing difficult operating environment, the Board is anticipating a challenging task ahead for the Company for the remaining period of the current financial year. 

B4.
Variance of Actual Profit from Forecast Profit

This is not applicable as no profit forecast was published.

B5.
Taxation

	
	Individual Quarter
	Cumulative Year-to-Date

	
	Quarter ended 30/6/2007
	Quarter ended 30/6/2006
	3 months ended 30/6/2007
	3 months ended 30/6/2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	Malaysian taxation:
	
	
	
	

	- Current taxation 
	-
	-
	-
	-


There was no provision for taxation for the current quarter under review as the Company is in a tax loss position.

B6.
Profits/(Losses) on Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties for the current quarter ended 30 June 2007.  

B7.
Quoted Securities

There was no purchase or sale of quoted securities for the current quarter ended 30 June 2007.
B8.
Status of Corporate Proposals

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

B9.
Borrowings and Debt Securities

The Company’s borrowings and debt securities as at 30 June 2007 which are secured by negative pledge on the assets of the Company are as follows: 

	
	
	RM’000

	
	
	

	a)
	Bank Overdraft
	

	
	Denominated in RM
	3,229

	
	
	

	b)
	Short Term Borrowings
	

	
	Denominated in RM
	13,021



	
	
	

	
	Total Borrowings
	16,250


B10.
Off Balance Sheet Financial Instruments

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

B11.
Material Litigation

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

B12.
Dividend

No dividend was recommended by the Board for the current quarter ended 30 June 2007. 
B13.
Loss Per Share

(a) Basic loss per share

	
	Individual Quarter
	Cumulative Year-to-Date

	
	Quarter ended 30/6/2007
	Quarter ended 30/6/2006
	3 months ended 30/6/2007
	3 months ended 30/6/2006

	Net loss after taxation       (RM ‘000)
	(5,783)
	(9,873)
	(5,783)
	(9,873)

	Weighted average number of ordinary shares on issue ( ‘000)
	99,201
	99,201
	99,201
	99,201

	Basic loss per share (sen)
	(5.83)
	(9.95)
	(5.83)
	(9.95) 


(b) Diluted earnings / (loss) per share


The fully diluted earnings / (loss) per share is not presented as the unissued ordinary shares granted to employees pursuant to the Company’s Employees Share Option Scheme (“ESOS”) have no dilutive effect since the exercise price of the ESOS is above the average market value of the Company’s shares.

BY ORDER OF THE BOARD 
Chin Ooi Wee 
Company Secretary 
Dated  : 21 August 2007
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