Explanatory Notes

1. The Company has adopted the same accounting policies and methods of computation used for the preparation of the financial statements for the year ended 31 December 1999 in preparing the quarterly financial statements.

2. There is no exceptional item that affects the results of operations.

3. There is no extraordinary item that warrants our disclosure.

4. There was an under provision of tax amounting to RM 87,145 in respect of the year of assessment 1999.  This amount was paid during the current quarter.

5. There are no pre-acquisition profits for the current financial year to date.

6. There are no sales of investments or properties for the current financial year to date.

7. The Group did not purchase or dispose any quoted securities for the current financial year to date.

8. The Group did not undertake any exercise that resulted in changes of its composition for the current financial year to date.

9. There is no outstanding corporate proposal for the quarter.

10. The Group is primarily in the business of manufacture and sales of audio electronics products. The demand for such consumer products is seasonal. There is high demand during year end festival seasons and low demand in the first quarter of a calender year.

11. The Group did not implement any scheme that involved issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

12. The Group has an outstanding US Dollar offshore loan amounting to US$ 0.9 million (RM 3.5 million) as at 31 March 2000. The loan is guaranteed by The Grande Holdings Limited, a corporate shareholder. Of the RM 3.5 million outstanding as at 31 March 2000, RM 1.5 million is short term and RM 2.0 million is long term.

13. There are no contingent liabilities.

14. The Group did not contract for any financial instruments.

15. There is no pending material litigation.

16. The basis of business segment reporting is not applicable to the Group as it manufactures one product category.

17. The Group’s loss before taxation was RM 2.0 million for the quarter as compared to a profit before taxation of RM 6.4 million for the preceding quarter.

18. In the opinion of the Directors, the Group’s performance for the current reporting quarter was less favourable compared to its preceding quarter because of long holiday breaks in January 2000 and February 2000 for the celebration of Hari Raya Puasa and Chinese New Year. In addition, sales in the first quarter of the year are traditionally much lower than the preceding quarter due to the seasonal demands of consumer electronics products. Widespread components shortage had also affected the Company’s profitability and ability to meet sales demand.

In the opinion of the Directors there are no transactions or events of a material and unusual nature which have arisen from 1 April 2000 to the date of this announcement which would substantially affect the financial results of the Company for the three months ended 31 March 2000.

19. Sales of low to medium end audio products will decline owing to the continued pressure on selling price and profit margin of such products in the worldwide market. However, the contribution to the Company of such low to medium end audio products is not expected to be significant as the Group has upgraded its capability to focus on the production of new high-end audio products.

The Group is currently taking measures to address the problems caused by the widespread shortage of key components such as integrated circuits (‘IC’) which has affected the global electronics industry.

Barring the above and other any unforeseen circumstances, the Directors expect the financial results of the Company to improve from that of current reporting quarter.

20. The Company does not provide for any profit guarantee for the current reporting quarter and financial year.

21. The Board of Directors has recommended a final tax exempt dividend of 5 sen per share in respect of the financial year ended 31 December 1999 which is subject to the approval by the shareholders at an Annual General Meeting to be convened.

The Board of Directors does not recommend any payment of interim dividend for the current quarter under review (previous financial year corresponding quarter : nil). 

