EDARAN DIGITAL SYSTEMS BERHAD

NOTES TO THE ACCOUNTS FOR THE PERIOD

ENDED 31 DECEMBER 2002

1.
Basis of Accounting and Accounting Policies

The interim financial reports have been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Kuala Lumpur Stock Exchange. The accounts have been prepared based on similar accounting policies and methods of computation applied in the preparation of the audited accounts for the year ended 30 June 2002.

2.
Declaration of audit qualification

The preceding annual financial statements of the Group were reported  without any qualification.

3.
Extraordinary items

There were no extraordinary items for the current quarter and financial year to date.

4. Changes in estimates

There was no change in the estimates of amounts which give a material effect in the current quarter and financial year to date.

5. Valuation of property, plant and equipment 

The Group did not carry out any valuation on its property, plant and equipment.

6.
Taxation

	
	Current 

Quarter Ended
31/12/02

RM’000
	
	Current

Year To Date Ended

31/12/02

RM’000

	
	
	
	

	Current year provision
	(305)
	
	70

	Deferred tax liability
	-
	
	-

	
	
	
	

	
	(305)
	
	70

	
	
	
	


7.
Profit from Sale of Properties and Investments

During the quarter, the Group did not have any sale of properties and investments.


8. Investments in Associated Companies

Investments in Associated Companies as at the end of the reporting period: -









 RM’000


Total investments at cost



       520


Total provision for diminution value

     (206) 


Total investments at book value


     _314   

9.
Changes in the composition of the Group


There were no changes in the composition of the Group for the current quarter and financial year to date.
10.
Investments in quoted securities
i. There was no purchase or sale of quoted shares for the current quarter and financial year to date.

ii. Investments in quoted securities/warrants as at the end of the reporting period:-

	
	RM’000

	
	

	Total shares at cost
	5

	Total warrants at cost
	
	350

	Total investments at cost
	
	355

	Total provision for diminution value
	
	(250)

	Total investments at book value
	
	105

	Total investments at market value
	
	64

	
	


11. 
a)  The status of corporate proposals announced but not completed.

There are no corporate proposals announced but not completed for the current period and financial year to date. 

b) Status of utilization of proceeds raised from any corporate proposal.

Out of the total gross proceeds of RM38.48 million from the Rights Issue, the Placement of Shares and the Public Issue undertaken in June 2001, there is still a balance of RM2.00 million yet to be utilised for business development.

12.
Group Borrowings and Debt Securities 

Details of the Group borrowings as at 31 December 2002 are as follows :

	
	
	RM’000

	(a)
	Short Term borrowings

Secured
	

	
	
	

	
	Bank Overdraft
	1,252

	
	Trust Receipts
	5,813

	
	Bankers Acceptance
	15,890

	
	Al-Murabahah Commercial Papers (“MCP”)      
	45,000

	
	Term loan repayable within 12 months
	840

	
	
	

	
	
	68,795


	
	
	

	(b)
	Long Term borrowings

Secured
	

	
	
	

	
	Al-Murabahah Medium Term Notes (“MMTN”)
	20,000

	
	Term loan repayable after 12 months
	4,160

	
	
	

	
	
	24,160


13.
Summary of Off-Balance Sheet


As at 26 February 2003, the off-balance sheet financial instrument is as follows :

	TYPE
	COMPANY
	AMOUNT

 (RM MILLION)
	TENURE

	
	
	
	

	Guarantor – MCP
	Edaran Komputer Sdn. Bhd.

(wholly-owned subsidiary)
	5.00
	6 months (roll over up to 5 years)


 14.
Material Litigation 

There is no change in status of arbitration. Brief of the matter :-

On 15 December 1998, Schneider (M) Sdn. Bhd. instituted proceedings against the Company’s wholly owned subsidiary, Edaran Communications Sdn. Bhd. at the Kuala Lumpur High Court. The claim amounted to RM1,002,111.20 for the alleged breach of contract and the failure of Edaran Communications Sdn. Bhd. to complete the contracted works for the Kota Kinabalu Water Supply Privatisation Project 1 and 2. Edaran Communications Sdn. Bhd. has disputed the claim on the basis that Schneider (M) Sdn Bhd as not complied with the terms of supply and therefore Edaran Communications Sdn. Bhd. could not comply with its contractual obligation.

On 8 March 1999, both parties  agreed to refer the matter to Arbitration and to sign a Joint Reference Agreement signifying their intent. Subsequently, Schneider (M) Sdn Bhd issued a Notice of Discontinuance on 9 February 2001 with the consent of Edaran Communications Sdn. Bhd.

To date, the Joint Reference Agreement has not been finalized and no Notice of Arbitration has been filed.

15.
Variance with Preceding quarter

The Group recorded a loss of  RM1.1 million before taxation for the 3 months ended 31 December 2002 (2Q03) as compared to RM1.3 million Profit Before Taxation for the 3 months ended 30 September 2002 (1Q03). The variance was attributable to :

i. Lower gross profit of RM3.0 million generated in 2Q03 as compared to RM4.8 million generated in 1Q03.

ii. Higher administrative expenses of RM1.5 million in 2Q03 compared to RM0.5 million in 1Q03. This was anticipated and mainly due to the expenses incurred for the issuance of the RM100 million MCP/MMTN.

16.
Review of the Results
Revenue

The group recorded 12% higher revenue for the current quarter compared to corresponding quarter in the last financial year. 

The Group also recorded 34% higher revenue for the first half of the year compared to the corresponding period. 

Profit Before Tax

For the 3 months ended 31 December 2002, the group recorded a loss of RM1.1 million before tax as compared to RM7.4 million profit before tax recorded in 2Q02. The loss was mainly due to lower gross margin and higher administrative expenses.

For the 6 months ended 31 December 2002, the Group recorded a profit of RM0.2 million before taxation as compared to RM9.3 million in 2001. 

17.
Comment on the prospects, including the factors likely to influence the Company’s prospects

The financial performance of the Group is expected to improve in the following quarters. 

18. (a)   Explanatory note for any variance of actual profit after tax and minority interest and the forecast profit after tax and minority interest (where the variance exceeds 10%)

Not applicable

(b)      Explanatory note for any shortfall in the profit guarantee


Not applicable


19.
Earnings per share

	Basic
	
	Current Quarter ended

31/12/2002

RM’000

	
	
	

	Net profit attributable to ordinary shareholders
	
	179

	Number of ordinary shares in issue as at 31 December 2002
	
	60,000

	Basic earnings per ordinary share (sen)
	
	0.30

	
	
	

	Diluted
	
	

	
	
	

	Net profit attributable to ordinary shareholders
	
	179

	Number of ordinary shares in issue as at 31 December 2002
	
	60,000

	Diluted profit  per ordinary share (sen)
	
	0.30


20.
Dividend

No dividend has been declared or recommended for the period ended 31 December 2002.

BY ORDER OF THE BOARD

RIZANA MOHD DAUD
Company Secretary

6

