Nakamichi Corporation Berhad 

(Company No: 301384-H)


Explanatory Notes

1. Basis of preparation

The interim financial report has 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 same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statement for the year ended 31 December 2001.

2. Declaration of Audit Qualification

The financial statements for the year ended 31 December 2001 was not qualified.

3. Seasonal or cyclical factors

The Group is primarily in the business of manufacture and sales of audio electronic products and there are the usual seasonal higher demands during the third quarter and lower demand in the first quarter of a calendar year.

4. Items affecting assets, liabilities, equity, net income or cash flows

There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence. 
5. Changes in estimates

There were no changes in estimates reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current interim period.

6. Issuance or repayment of debts and equity securities

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

7.
Dividend Paid

No dividend has been recommended or declared for the period under review.

8. Segment Revenue and Segment Result

The basis of business segment reporting is not applicable to the Group as it manufactures one product category sold through its sole distributor.

9. Valuation of Property, plant and equipment brought forward

The valuation of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.

10.
Material subsequent events

There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period, except for the receipt of a letter from Grande (Nominees) Limited dated 24 February 2003 offering to settle the amount due from Nakamichi Corporation Japan (“NCJ”) by offering 97,568,000 shares of Sansui Electric Co. Ltd (“Sansui”) (“Sansui Shares”) as consideration for the amount owing.  Sansui is a company listed on the Tokyo and Osaka Stock Exchange while NCJ is a trade debtor of NMSB.

On 5 September 2002, the Tokyo District Court formally approved the Civil Rehabilitation Programme (“CRP”) of NCJ.  In accordance with the CRP, 10% of amounts due from NCJ would be converted into a 10-year long term debt while 4% will be compensated by new shares in NCJ valued at Yen 10 each.  The remainder of the amounts due amounting to 86% is to be waived.

In view of the above, GNL, in its letter dated 24 February 2003, has agreed to compensate NMSB’s losses in respect of the 86% “hair-cut” as well as to acquire the new NCJ shares and the long-term debt from NMSB at NMSB’s stated book value, the consideration of which is to be satisfied by the issuance of Sansui Shares as stated above.  The above compensation by GNL would represent a full settlement of the amount owed by NCJ of RM43,692,033 to NMSB as at the cut-off date of 4 March 2002.

GNL is a wholly-owned subsidiary of The Grande Holdings Limited (“GHL”), which is the substantial shareholder of both NCB and NCJ.

The Board of Directors (“Board”) of NCB are currently deliberating on the offer of settlement proposed by GNL.  An appropriate announcement will be made upon the conclusion of the above deliberations.

11. Changes in composition of the Company

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

12.
Contingent liabilities / assets

There were no contingent liabilities/assets as at the date of this announcement.

Selected Explanatory Notes pursuant to Appendix 9B of the Listing Requirements

13.
Review of performance

For the current quarter, the Group reported a profit before taxation of RM70,056. The Group’s profit before taxation for the year to date was RM 618,827. The worldwide slowdown in the consumer electronics industry will continue to affect demand. However, the Group will continue to focus on cost reduction of components and manufacturing cost.

14. Comparison with preceding quarter’s results 

Turnover for the current reporting quarter was RM33.1 million as compared with RM17.7 million in the preceding quarter. 

The Group reported a profit before taxation of RM70,056 in this quarter as 

compared with RM23,872 in the previous quarter. The Group reported a  higher profitability in the current quarter as compared to its preceding quarter mainly due to a higher turnover registered.

15. Prospects

The Group had successfully added a new stylish home theater system, namely the Nakamichi’s SS8.5, and a car audio namely the Nakamichi CD-400 into its existing products range this year. For the first half of 2003, the company will be producing a new car stereo with 6 disc CD changer and receiver.

However, the directors are of the opinion that the slow down in  the consumer electronics market will continue to effect the performance. To meet this challenging environment, the Group will continue its efforts to reduce its operational cost by improving productivity and quality of its products.

16.  Variance from profit forecast / guarantee

Not applicable.

17. Taxation

       RM’000

Based on results for year to date

 

Nil

Under/(over) provision in respect of prior years

Nil   

Transfer to/(from) deferred taxation

 
            Nil         
             









            Nil     


Even though the principal subsidiary of the Group had reported a profit, no tax expense was provided for, as the subsidiary has sufficient unutilized tax losses and unabsorbed capital allowances  approximately RM11.7 million and RM19 million respectively as at 31 December 2001 subject to agreement by the Inland Revenue Board.

18. Profits / ( losses) on sale of any unquoted  investments and / or properties

The Group did not undertake any sale of unquoted investments and / or properties for the current quarter and financial year to date. 
19. Purchase or disposal of quoted securities 

The Group did not purchase or dispose any quoted securities for the current financial year to date.
20. Status of uncompleted corporate proposals

There are no outstanding corporate proposals as at the date of this announcement

21. 
Group borrowings and debt securities

Short Term Borrowings

Group

RM’000

Bankers Acceptance



          10,000







    --------------

Total





          10,000







    ---------------


The interest rates during the financial year for short-term borrowings are as follows: -

Group

   %

Bankers Acceptance



              4.00 to 4.25

All the bank borrowings of the Group are unsecured.

22. Financial instruments with off balance sheet risk

The Group did not contract for any financial instruments with off balance sheet risk as at the date of this announcement.

23. Pending material litigation

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

24. Dividend

No dividend has been recommended or declared for the period under review.

25. Earnings per share

Basic earnings per share is calculated by dividing the net profit for the current quarter of RM 70,056 [ 2002 : RM618,028 ]  by the number of the ordinary shares in issue during the financial year of 55,410,180.

The basic
earnings per share and diluted earnings per share of the Group

 was the same for the reporting period because there were no effects of dilutive potential ordinary shares.






Quarter 

12 months






Ended 


Ended






31/12/02

31/12/02

             Basic earnings per share (sen)
0.13
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