EDARAN DIGITAL SYSTEMS BERHAD

NOTES TO THE ACCOUNTS FOR THE PERIOD

ENDED 31 DECEMBER 2004
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 Bursa Malaysia Securities Berhad (“BMSB”).
The interim financial statements should be read in conjunction with the audited financial statements for the year ended 30 June 2004. The 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 2004.

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 2004.

2.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 30 June 2004 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 2004. 

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 2004.

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 2004.  


7.
Dividends Paid

There is no dividend paid during the financial period ended 31 December 2004. 

8.
Segmental Information

	
	Current

Quarter Ended
31/12/04
RM’000
	
	Current

Year To Date Ended

31/12/04
RM’000

	
	
	
	

	Segment Revenue
	
	
	

	      Information Technology
	 8,806
	
	15,186

	      Telecommunications
	      21
	
	       21

	      Others
	    162
	
	     324

	
	 8,989
	
	15,531

	      Elimination
	    (162)
	
	     (324)

	      Group revenue
	 8,827
	
	15,207

	
	
	
	

	Segment Results
	
	
	

	      Information Technology
	    (703)
	
	  (1,436)

	      Telecommunications
	    (271)
	
	     (530)

	      Others
	    (263)
	
	     (429)

	
	 (1,237)
	
	  (2,395)

	      Elimination
	    (163)
	
	     (262)

	      Loss from operations
	 (1,400)
	
	  (2,657)

	
	
	
	


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 2004.

10.
Subsequent Events

There were no material events subsequent to the end of the current quarter and financial period ended 31 December 2004.

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 2004.

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 2004.


13.
Capital Commitments

There were no capital commitments for the current quarter and financial period ended 31 December 2004.

14.
Performance Review

The Group’s revenue for the current quarter and financial period ended 31 December 2004 decreased to RM15.207 million from RM28.265 million in the prior corresponding financial period ended 31 December 2003. The decrease was mainly due to the completion of certain projects during the period. The increase in expenses (mainly financial costs) resulted in the Group recording a loss before taxation of RM5.000 million compared to a loss before taxation of RM1.620 million for the corresponding quarter and financial period ended 31 December 2003. 

15.
Comment on Material Change in Profit Before Taxation

The Group recorded a loss before taxation of RM3.214 million for the current quarter ended 31 December 2004 (2Q05) as compared to RM1.786 million loss before taxation for the quarter ended 30 September 2004 (1Q05). The variance was mainly attributable to higher finance costs of RM1.814 million incurred in 2Q05 as compared to RM529 thousand incurred in 1Q05.

16.
Commentary on Prospects

The financial performance of the Group is expected to be the same for the financial year ending 30 June 2005.

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
31/12/04
RM’000
	
	Current

Year To Date Ended

31/12/04
RM’000

	
	
	
	

	Current year provision
	   Nil
	
	Nil

	Under/(over) provision in prior years
	   Nil
	
	Nil

	
	   Nil
	
	Nil

	
	
	
	

	Deferred tax:
	
	
	

	Relating to the origination and   

  reversal of temporary differences
	   Nil
	
	 Nil

	   Over provision in prior years
	   Nil
	
	 Nil

	
	   Nil
	
	        Nil

	
	
	
	


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 2004.

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

    (268) 


Total investments at book value


     222    

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
	
	   (345)

	
	
	      10

	Unquoted
	
	

	Shares, at cost
	
	    250

	Less: Accumulated impairment losses
	
	   (249)

	
	
	        1

	Total investment at book value
	
	      11

	Total investments at market value
	
	      3

	
	


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 RM0.134 million yet to be utilised for business development.

23.
Borrowings and Debt Securities 

Details of the Group borrowings as at 31 December 2004 are as follows :

	
	
	As at 31.12.04 RM’000



	(a)
	Short Term borrowings

Secured
	

	
	
	

	
	Bank Overdraft
	             -

	
	Trust Receipts
	             -  

	
	Bankers Acceptance
	             -

	
	Al-Murabahah Commercial Papers (“MCP”)      
	             -

	
	Term loan repayable within 12 months
	265

	
	Hire purchase creditor repayable within 12 months
	466

	
	
	

	
	
	731


	(b)
	Long Term borrowings

Secured
	

	
	
	

	
	Al-Murabahah Medium Term Notes (“MMTN”)
	5,000

	
	Term loan repayable after 12 months
	3,646

	
	Hire purchase creditor after 12 months
	201

	
	
	

	
	
	8.847


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 

There has been no progress on the legal proceedings by Edaran Komputer Sdn Bhd against Daya Minda Sdn Bhd and SKKPJ (Tanah Merah) Development Sdn Bhd as announced in the last quarter.
26. 
Dividend Payable

No dividend has been declared or recommended during the financial period ended 31 December 2004.

27.
Earnings per share

	
	
	Current Quarter ended

31/12/04
RM’000
	Current

Year To Date Ended

31/12/04
RM’000

	Basic
	
	
	

	
	
	
	

	Net losses for the period
	
	(3.214)
	(5.000)

	Number of ordinary shares in issue as at 30 June 2004
	
	 60,000
	  60,000

	Basic earnings per share (sen)
	
	 (5.36)
	  (8.33)

	
	
	
	

	Diluted
	
	
	

	
	
	
	

	Net losses for the period
	
	(3.214)
	(5.000)

	Number of ordinary shares in issue as at 30 June 2004
	
	 60,000
	  60,000

	Diluted earnings  per share (sen)
	
	 (5.36)
	  (8.33)


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 24 February 2005.
BY ORDER OF THE BOARD

RIZANA MOHD DAUD
Company Secretary
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