EDARAN DIGITAL SYSTEMS BERHAD

NOTES TO THE ACCOUNTS FOR THE PERIOD

ENDED 31 DECEMBER 2003

1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”). 

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 30 June 2003. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 30 June 2003.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 30 June 2003.

2.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 30 June 2003 was not qualified.

3.
Comments About Seasonal or Cyclical Factors


The Group’s performance is not affected by seasonal or cyclical impacts.

4.
Unusual Items Due to their Nature, Size or Incidence


There were no unusual items affecting assets, liabilities, equity, net income 

or cash flows in the current quarter and financial period ended 31 December 2003. 

5.
Changes in estimates

There were no changes in the estimates that have had a material effect in the current quarter and financial period ended 31 December 2003.

6.
Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter and financial period ended 31 December 2003.  


7.
Dividends Paid

There is no dividends paid during the financial period ended 31 December 2003. 

8.
Segmental Information

	
	Current

Quarter Ended
31/12/03

RM’000
	
	Current

Year To Date Ended

31/12/03

RM’000

	
	
	
	

	Segment Revenue
	
	
	

	      Information Technology
	13,251
	
	27,634

	      Telecommunications
	     13
	
	     631

	      Others
	    216 
	
	     432    

	
	13,480
	
	28,697

	      Elimination
	    (216)
	
	   (432)     

	      Group revenue
	13,264
	
	28,265

	
	
	
	

	Segment Results
	
	
	

	      Information Technology
	     730
	
	  1,312

	      Telecommunications
	     (437)
	
	  (1,180)

	      Others
	      (39)
	
	       56

	
	     (254)
	
	     188

	      Elimination
	     (251)
	
	     (551)

	      Profit /(Loss) from operations
	        3  
	
	     (363)

	
	
	
	


9.

Carrying Amount of Revalued Assets 

The valuation of property, plant and equipment and investment properties have been brought forward without amendment from the financial statements for the year ended 30 June 2003.

10.
Subsequent Events

There were no material events subsequent to the end of the current quarter and financial period ended 31 December 2003.

11.
Changes in Composition of the Group

There were no changes in the composition of the Group during the current quarter and financial period ended 31 December 2003.

12.
Changes in Contingent Liabilities and Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 30 June 2003.


13.
Capital Commitments

There were no capital commitments for the current quarter and financial period ended 31 December 2003.

14.
Performance Review

The Group’s revenue for the current quarter and financial period ended 31 December 2003 decreased to RM28.265 million from RM101.651 million in the prior corresponding quarter and financial period ended 31 December 2002. As a result, the Group recorded a loss before taxation of RM1.620 million compared to a profit before taxation of RM249 thousand for the corresponding quarter and financial period ended 31 December 2002. 

15.
Comment on Material Change in Profit Before Taxation

The Group recorded a lower loss of RM428 thousand before taxation for the current quarter ended 31 December 2003 (2Q04) compared to RM1.192 million loss before taxation for the quarter ended 30 September 2003 (1Q04). The variance was mainly attributed to a lower finance cost of RM431 thousand incurred in 2Q04 as compared to RM826 thousand incurred in 1Q04.  

16.
Commentary on Prospects

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

17.
Profit Forecast or Profit Guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and shortfall in profit guarantee are not applicable.

18.
Taxation

	
	Current

Quarter Ended
31/12/03

RM’000
	
	Current

Year To Date Ended

31/12/03

RM’000

	
	
	
	

	Current year provision
	       73
	
	    73

	Under/(over) provision in prior years
	   1,122
	
	1,122

	
	   1,195
	
	1,195

	
	
	
	

	Deferred tax:
	
	
	

	Relating to the origination and   

  reversal of temporary differences
	   Nil
	
	 Nil

	   Over provision in prior years
	   Nil
	
	 Nil

	
	   1,195
	
	      1,195

	
	
	
	


19.
Sale of Unquoted Investments and Properties

There were no sales of unquoted investments and properties during the quarter and financial period ended 31 December 2003.

20.

Investments in Associated Companies

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









 RM’000


Unquoted shares, at cost



     490


Less: Accumulated impairment losses

   (253) 


Total investments at book value


     237   

21.
Quoted and Unquoted securities
i. There was no purchase or sale of quoted shares for the current quarter and financial year to date.

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

	
	RM’000

	Quoted
	

	Shares, at cost
	5

	Warrants, at cost
	
	350

	Total investments at cost
	
	355

	Less: Accumulated impairment losses
	
	   (253)

	
	
	102

	Unquoted
	
	

	Shares, at cost
	
	250

	Less: Accumulated impairment losses
	
	   (250)

	
	
	0

	Total investment at book value
	
	102

	Total investments at market value
	
	78

	
	


22. 
Corporate Proposals

a)  Status of Corporate Proposals 

There were no corporate proposals announced for the current period and financial year to date. 

b) Status of utilisation of proceeds

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 RM0.5 million yet to be utilised for business development.

23.
Borrowings and Debt Securities 

Details of the Group borrowings as at 31 December 2003 are as follows :

	
	
	As at 31.12.03 RM’000



	(a)
	Short Term borrowings

Secured
	

	
	
	

	
	Bank Overdraft
	858

	
	Trust Receipts
	1,500

	
	Bankers Acceptance
	2,820

	
	Al-Murabahah Commercial Papers (“MCP”)      
	15,000

	
	Term loan repayable within 12 months
	495

	
	Hire purchase creditor repayable within 12 months
	507

	
	
	

	
	
	21,180


	(b)
	Long Term borrowings

Secured
	

	
	
	

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

	
	Term loan repayable after 12 months
	3,946

	
	Hire purchase creditor after 12 months
	667

	
	
	

	
	
	24,613


All of the above borrowings are denominated in Ringgit Malaysia.

24.
Off Balance Sheet Financial Instruments


The Group is not involved in any financial instruments, which may have Off-Balance Sheet risk. 

25.
Changes in Material Litigation 

(a) On 15 December 1998, Schneider (M) Sdn. Bhd. (“Schneider”) instituted proceedings against the Company’s wholly owned subsidiary, Edaran Communications Sdn. Bhd. (“ECOMM”) at the Kuala Lumpur High Court. The claim amounted to RM1,002,111.20 for the alleged breach of contract and the failure by ECOMM to complete the contracted works for the Kota Kinabalu Water Supply Privatisation Project 1 and 2.

ECOMM disputed the claim on the basis that Schneider did not comply with the terms of supply and therefore, ECOMM could not comply with its contractual obligation.


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


The Joint Reference Agreement has not been finalized and executed and the Notice of Arbitration has not been filed.

From 18 November 2003, Schneider is time barred from taking any legal proceedings against ECOMM.

(b)
As announced in the previous quarters, 3 of the Company’s subsidiaries had, in 2002, entered into four one-year contracts as sub contractors with Daya Minda Sdn. Bhd. (“Daya Minda”), SKKPJ (Tanah Merah) Development Sdn. Bhd. (“SKKPJ”) and Edisi Permata Sdn. Bhd. who acted as the main contractors for the supply and provision of computers to Perbadanan Komputer Nasional Berhad (“Nascom”).

Under two of the sub contracts (“EKOM Contracts”), the Company’s subsidiary, Edaran Komputer Sdn. Bhd. (“EKOM”) had supplied and fulfilled its obligations while under the remaining two contracts, no purchase order was issued during the tenure of the contracts. 

Security deposits amounting to 10% of the contract value were provided for each contract.

When Nascom failed to make any payment and to refund the security deposits (“Outstanding Debts”), the main contractors who were parties to EKOM Contracts, took legal actions and recovery proceedings against Nascom. It was agreed that the proceeds therefrom would be placed with a stakeholder for the benefit of EKOM.


In light of the circumstances surrounding Nascom at that juncture, the Board of Directors concluded that it was highly unlikely for Nascom to be able to pay for the Outstanding Debts. Consequently, the Company made full provision thereof in the last financial year.


Despite making such provision, EKOM had proceeded with legal proceedings against Daya Minda and SKKPJ to recover the amount due to it pursuant to the sub contracts.


The Company had also lodged a police report over the contracts.

On 5 December 2003, Nascom was wound-up by one of its other creditors, resulting in Daya Minda and SKKPJ having to withdraw all their Court applications, except for the Judgment Debtor Summons.

Meanwhile the Group will continue with the legal proceedings to recover the Outstanding Debts from the main contractors.

26. 
Dividend Payable

No dividend has been declared or recommended during the financial period ended 31 December 2003.

27.
Earnings per share

	
	
	Current Quarter ended

31/12/03

RM’000
	Current

Year To Date Ended

31/12/03

RM’000

	Basic
	
	
	

	
	
	
	

	Net losses for the period
	
	(1,623)
	(2,815)

	Number of ordinary shares in issue as at 30 June 2003
	
	 60,000
	  60,000

	Basic earnings per share (sen)
	
	 (2.70)
	  (4.69)

	
	
	
	

	Diluted
	
	
	

	
	
	
	

	Net losses for the period
	
	(1,623)
	(2,815)

	Number of ordinary shares in issue as at 30 June 2003
	
	 60,000
	  60,000

	Diluted earnings  per share (sen)
	
	 (2.70)
	  (4.69)


28.
Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 18 February 2004.
BY ORDER OF THE BOARD

RIZANA MOHD DAUD
Company Secretary
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