SM SUMMIT HOLDINGS BHD (Company No. 287036-X)

(Incorporated in Malaysia)


NOTES TO THE QUARTERLY FINANCIAL STATEMENTS FOR THE FINANCIAL QUARTER ENDED 31ST DECEMBER 1999 

1. Significant Group Accounting Policies
All significant Group accounting policies and methods of computation in preparation of the quarterly financial statements are consistent with those applied in the most recent annual financial statement.

2. Exceptional Items
There was no exceptional item included in the quarterly financial statement under review.

3. Extraordinary Items
There was no extraordinary item included in the quarterly financial statement under review.

4. Taxation


Current Year Quarter

Current Year 

To Date



31/12/1999

31/12/1999



RM’000

RM’000







Taxation comprises:-






Current taxation

123

435


Deferred taxation

-

-


(Over)/Under provision in respect of prior years

-

-



123

435

5. Pre-acquisition Profit
There was no pre-acquisition profit or loss included in the quarterly financial statement under review.

6. Sale of Investments and/or Properties

There was no profit on sale of investments and properties for the current financial period to date.

7. Quoted Securities
There was no purchase or disposal of any quoted securities by the Group for the current financial period to date.

Page 4 of 7

8. Change in the Composition of the Group

On 16th December 1999, the Company had purchased 20,002 ordinary shares of RM 1.00 each, which is 40% of the total issued and paid-up share capital of SM Digital Media Sdn Bhd for a total cash consideration of RM 25,000.00.  The effect of this purchase on the composition of the Group has resulted in SM Digital Media Sdn Bhd becoming a wholly-owned subsidiary of SM Summit Holdings Bhd.

9. Corporate Proposals

There has been no further corporate proposals announced up till 15th February 2000 (the latest practical date which is not earlier than 7 days from the date of this quarterly report) other than the proposal mentioned in note 8 above.

10. Seasonal or Cyclical Factors
The operations of the Group were not significantly affected by any seasonality or cyclicality factors.

11. Share Capital

There was no issuances and repayments of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares by the Group for the current financial period to date.

12. Group Borrowings 

Total Group borrowings as at 31st December 1999 are as follows: -



Short Term Borrowings (Less than 12 months)

Long Term Borrowings (More than 12 months)



RM’000

RM’000







Secured:-






Term loans

1,475

3,873


Hire purchase creditors

   132

   351


Total

1,607

4,224


The term loans and hire purchase are secured by way of legal charges over the assets of the subsidiary companies and guaranteed by the Company.

13. Contingent Liabilities

Contingent liabilities of the Group as at 15th February 2000 (the latest practicable date which is not earlier than 7 days from the date of this quarterly report) comprises corporate guarantees issued to financial institutions for banking facilities granted to subsidiary companies amounting to RM 6,988,000.
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14. Financial Instruments with Off Balance Sheet Risk
There was no financial instrument with off balance sheet risk as at 15th February 2000.

15. Material Litigation
Neither SM Summit nor any of its subsidiaries are engaged in any litigation, either as plaintiff or defendant, which has a material effect on the financial position of the Group as at 15th February 2000.

16. Segment Information
The Group operates principally in only one industry segment and one geographical location.  The relevant financial information has been appropriately presented in these quarterly report.

17. Materials Change in this Current Quarterly Results Compared to the Results of the Preceding Quarter
The Group overall turnover grew by 29% in this current quarter compared to the preceding quarter mainly due to increase in turnover of the compact discs and casing business.

The growth in the turnover of the compact discs and casing business are mainly due to the additional capacity installed in both plants of the compact discs and casing business coupled with the stronger demand for both of these products for the festival season in line with the Christmas and Year End festivities falling in this quarter and the on-coming Hari Raya festival immediately after the closed of this quarter.  As a result of the increased turnover, the overall group profit also increased by 29% in this current quarter compared to the preceding quarter.

18. Review of Results

On 1st June 1999, the Group was officially listed on the Kuala Lumpur Stock Exchange Second Board.

The Group registered a turnover of RM 31.4 million and profit before taxation (“PBT”) and minority interests of RM 6.68 million for the first 9 months of the current financial year.  The first 9 months results are achieved mainly through increased turnover registered of the compact discs (“CD”) business in line with the recovery in the country economy which has helped spurred growing demand for compact discs products for entertainment and information technology purposes.  In addition, the Group enjoyed cost savings benefits as a result of commencement of the operation of the Glass Mastering System, an upstream CD production process which has helped to improve the gross margin in eliminating the cost of importation of stampers from overseas.

The Board of Directors are not aware of any material factors, significant trend or event affecting the earnings of the Group which may have occurred between the end of the reporting period and the date of issue of this quarterly report other than the above mentioned factors.
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19. Current Year Prospects
The prospect for the CD industry should remain sound based on continued demand from the Malaysian population for usage of CD as a medium for entertainment, data storage and education purposes.  The improving economic climate in the country from the regional economic crisis coupled with the Government’s strong promotion of the Multimedia Super Corridor should see continued demand for the products manufactured by the Group.

Barring any unforeseen circumstances, the Board of Directors expects the Group to continue to perform satisfactorily in the coming financial quarters.

20. Variance of Actual Profit from Forecast Profit
Not applicable for this reporting quarter.

21. Dividends
The Directors do not recommend the payment of any interim dividend for the financial period ended 31st December 1999.
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