MULTI-CODE ELECTRONICS INDUSTRIES (M) BERHAD (193094-K)

(Incorporated in Malaysia)


NOTES TO THE INTERIM FINANCIAL REPORT – 30 APRIL 2005

A. EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - MASB 26

A1
Accounting Policies and Method of Computation

The interim financial report is unaudited and is prepared in accordance with MASB 26, Interim Financial Reporting and paragraph 9.22 of the Bursa Malaysia Securities Berhad ("Bursa Malaysia") Listing Requirements. The interim financial report is unaudited and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 July 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited annual financial statement for the financial year ended 31 July 2004.

A2
Audit Qualification

The auditors' report of the Group's most recent annual audited financial statements for the financial year ended 31 July 2004 did not contain any qualification.

A3
Seasonality or Cyclicality of Operations

The principal business operations of the Group are not significantly affected by seasonality or cyclicality factors.

A4
Unusual Items

There were no unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group for the current financial year.

A5
Material Changes in Estimates

There were no changes in estimates of amounts reported in prior interim period of the current financial year or in prior financial years that have a material effect in the current quarter.

A6
Debts and Equity Securities

There were no issuance and repayment of debt securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the period ended 30 April 2005.

A7
Dividends Paid

A first and final dividend of 7% tax exempt of RM3,108,329 in respect of the financial year ended 31 July 2004 was paid on 3 February 2005 as reported in the directors’ report of that year.

A8
Segmental Reporting

No segmental analysis has been prepared as the Group is primarily engaged in manufacturing activities. The other activities of the Group are not significant.

No segmental information is provided on a geographical basis as the Group's activities are conducted primarily in Malaysia.
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A9
Revaluation of Property, Plant and Equipment

The valuation of lands and building has been brought forward, without amendment from the previous annual report.

A10
Material Events Subsequent at the end of the Reporting Period

There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements for the said period as at the date of issue of this interim financial report.

A11
Changes in the Composition of the Group


There were no changes in the composition of the Group for the current quarter.

A12
Contingent Liabilities and contingent assets

The Group has no contingent liabilities and contingent assets that had arisen since the last balance sheet date at 31 July 2004.

A13
Related Party Transactions

	
	3rd Quarter
	
	 9 months ended

	
	30 April 2005
	
	30 April 2005

	
	RM
	
	RM

	Professional fees paid to Nora S.W.Lam & Associates, a professional legal firm in which a director, namely Nora Lam Siew Wan, is the Managing Partner
	18,825
	
	25,868


The directors are of the opinion that the above transactions have been entered into in the normal course of business and have been established on terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.

ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING REQUIREMENTS

B1
Review of Performance 

For the quarter ended 30 April 2005, the Group achieved a consolidated turnover of RM15.20 million which was approximately 28.70% higher than the preceding year corresponding quarter. The increase is due to increase in demand for our products from the main customer. In tandem with the higher turnover, the Group recorded a higher profit after tax and minority interest of RM1.05 million as compared to RM0.58 million in the preceding corresponding quarter.

B2
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

	
	Current

Quarter
	
	Preceding Quarter

	
	30 April 2005
	
	31 January 2005

	
	RM’000
	
	RM’000

	Revenue
	15,198
	
	15,032

	Pre-tax profit before minority interest and after share of profit of associated company
	1,501
	
	1,549


For the current quarter, the Group achieved a turnover of RM15.20 million, representing a slightly increase of 1.10% as compared to the preceding quarter ended 31 January 2005. The increase is due to increase in demand for our products compared with the preceding quarter. However, the pre-tax profit before minority interests and after share of profit of associated company for the quarter under review decreased from preceding quarter of RM1.549 million to RM1.501 million.

B3
Prospects for the Financial Year

The Board anticipates that the Group's performance will be comparable to the last financial year.

B4
Variance of Actual Profit from Forecast Profit & Shortfall on Profit Guarantee

There is no profit forecast prepared for public release and no profit guarantee provided by the Group for the current financial year.

B5
Taxation


The taxation charge for the current quarter is detailed as follows: -
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Cumulative

Quarter

Quarter

30 April 2005

30 April 2005

RM'000

RM'000

Tax charge:-

- Current tax provision

242

                   

 

938

                   

 

Share of tax in associated company

93

                    

 

238

                   

 

335

                   

 

1,176

                

 


Lower effective tax rate is due to claim of reinvestment allowances 

ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING REQUIREMENTS

B6
Profit/(Loss) on Sales of Investment and/or Properties


There were no sales of unquoted investment and/or properties for the current quarter.

B7
Quoted Securities

There were no purchase or disposal of quoted securities for the current quarter. The Company and the Group did not hold any quoted investment.

B8
Status of Corporate Proposals

There were no corporate proposals announced by the Company as at the date of the issue of this quarterly report.

B9
Group Borrowings and Debt Securities


The Group has no borrowings or debt securities as at 30 April 2005.

B10
Off Balance Sheet Financial Instrument


There was no financial instrument with off balance sheet risk as at 30 April 2005.

B11
Material Litigation

There is at present an action commenced by Archibus Systems Sdn Bhd ("ASSB") against the Company for alleged infringement of patent rights. The Company is defending the action and also making a counter claim to invalidate ASSB's patent. It is the contention of the Company that ASSB's patent is invalid because it was wrongly patented.

The Plaintiff's Solicitors have made an application to discharge themselves from this matter on 31st December 2002. During the last hearing of the application on 5th August 2003, the Honourable Court allowed the Plaintiff's Solicitors application to discharge themselves. The Plaintiff's Solicitors were unable to extract the draft Order for Discharge as the said draft was not sighted in the Court's file. 

The Defendant’s Solicitors have on 23rd June 2005 written to the Johor Bahru High Court for an appointment to secure directives on the further action to be taken. They will then seek that the Court dismiss the Plaintiff’s claim if the Plaintiff or his Solicitors do not appear in Court and seek a trial date to be fixed for the Defendant’s Counter-Claim.

B12
Dividends


No dividend is recommended for the current quarter.

ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING REQUIREMENTS

B13
Earnings per Share


(a) Basic earnings per share

The basic earnings per share is calculated by dividing the Group's profit after tax and minority interests, attributable to ordinary shareholders by the weighted average number of ordinary shares in issue of 44,404,700 (30 April 2004: 44,400,072) ordinary shares during the financial year.


(b) Fully Diluted earnings per share
The fully diluted earnings per share is calculated by dividing the net profit attributable to ordinary shareholders by the weighted average number of ordinary shares in issue adjusted for dilutive potential shares from the conversion of ESOS. The adjusted weighted average number of shares is the weighted average number of shares in issue during the financial year plus the weighted average number of shares which would be issued on the conversion of the outstanding options under the ESOS into the ordinary shares.

	
	3rd Quarter

30 April 2004

RM
	9 months ended

30 April 2004

RM

	Net Profit after tax & minority interest
	580,357
	2,189,109

	Weighted average number of ordinary shares in issue
	44,400,072
	44,400,072

	Adjustment for assumed conversion
	377,173
	348,524



	Adjusted weighted average number of ordinary shares in issue and issuable
	44,777,245
	44,748,596


As at 30 April 2005, the Company has 2,580,000 unissued ordinary shares outstanding under its Employees’ Share Option Scheme (“ESOS”) for eligible employees and Executive Directors of the Group. The effect on the basic earnings per share for the current quarter and the current financial year-to-date arising from the ESOS is not presented as the ESOS exercise price is above the fair value of the Company’s share, the options are deemed non-dilutive.

By Order of the Board

Tan Soi Lim

Sujata Menon A/P K.R.D.S. Chandran

Companies Secretaries

Johor Bahru

Date: 28 June 2005

c.c. Securities Commission
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