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1. BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Kuala Lumpur Stock Exchange’s Listing Requirement, Chapter 9, Continuing Disclosure.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended December 31, 2003.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended December 31, 2003.

The following notes explain the 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 December 31, 2003.

2. AUDITORS’ QUALIFICATION

The auditors’ report was not qualified for the preceding annual financial statements.

3. SEASONAL OR CYCLICAL FACTORS

The cyclical nature of the manufacturing sector is generally correlated to the global economy and is normally seasonal with demand peaking at the year-end festive seasons. 

4. EXCEPTIONAL AND EXTRAORDINARY ITEMS

There was neither exceptional nor extraordinary item for the current quarter and financial year-to-date.

5. CHANGE IN ESTIMATES

There is no change of estimate of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial year.


6.
CHANGE IN DEBT, EQUITY SECURITIES AND SHARES

During the financial period, the issued and paid-up ordinary share capital of the Company was increased from RM60,057,000 to RM61,017,000 by way of issuance of 960,000 new ordinary shares of RM1 each for cash pursuant to the Employees’ Share Option Scheme (“ESOS”) of the Company at an exercise price of RM1.70 per ordinary share.

7.
DIVIDEND PAID



6 months ended June 30,



2004

2003



RM’000

RM’000

Ordinary





     Final paid:





     2003 12 sen, tax exempt

7,320

           -

     2002 10 sen, tax exempt

            -

6,000



7,320

6,000

8. SEGMENT REVENUE AND RESULTS



Revenue
Profit Before Tax



RM’000

RM’000







Manufacturing

63,203

5,324

Trading

5,905

305

Others

0

(387)









69,108

                   5,242











Inter-segment pricing is determined based on a negotiated basis.

9. REVALUATION OF PROPERTY, PLANT AND EQUIPMENT

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.

10.
MATERIAL POST BALANCE SHEET EVENTS

No events have occurred subsequent to the balance sheet date that requires adjustment to, or disclosure in the financial statements.

11.
CHANGES IN THE COMPOSITION OF THE GROUP

There was no change in the composition of the Group for the current quarter and financial year-to-date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

12. CHANGES IN CONTINGENT LIABILITIES 

There is no change in contingent liabilities in respect of guarantees given for credit facilities granted by certain banks and other financial institutions to subsidiary companies.

13.
REVIEW OF PERFORMANCE

The profit before taxation of RM 3.586 million reported for the 2nd quarter ended June 30, 2004 is higher by RM 0.729 million (25.5%) than the preceding year corresponding quarter.  The increase in profit before taxation are due to the lower allowance of slow moving inventories made during this quarter and increase in other income.

The increase in revenue is mainly due to the increased demand on both Contract Electronic Manufacturing Services and wire and cable manufacturing. 

14.
COMPARISON WITH IMMEDIATE PRECEDING QUARTER

Turnover for the quarter at RM39.99 million increases by RM10.87 million (37.3%) as compared to preceding quarter. The increase of revenue was due to the increased demand in both Contract Electronic Manufacturing and raw cable and wire manufacturing activities during the period. 

Profit before taxation for the quarter at RM 3.586 million increases by RM 1.93 million (116%) as compared to preceding quarter. The increase in profit before taxation are due to the increase in sales, concentration of higher margin product mix and the lower operating expenses incurred during the period.

15.
CURRENT YEAR PROSPECTS

The Group foresees a brighter chance of securing more new orders from the existing and new customers from the 3rd Quarter of year 2004.  With the global uptrend demand for electronic products. the Group expect to continue to achieve satisfactory financial results in the current financial year and  a sustainable growth in the future.

16. PROFIT FORECAST

Not applicable as no profit forecast was published.

17.
TAX EXPENSE


3 Months Ended
 6 Months Ended


30.06.2004
30.06.2003
30.06.2004
30.06.2003


RM’000
RM’000
RM’000
RM’000

In respect of current period:





Income tax
1,003
837
1,588
1,060














1,003
837
1,588
1,060







The Group’s taxation for the cumulative period ended June 30, 2004 reflects an effective tax rate which is higher than the statutory income tax rate as certain expenses are not allowable as deduction for income tax purposes. 

18. SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

Except for the following disposal of investment, there was no other sale of investment and/or property for the current quarter and financial year-to-date.


6 Months Ended


30.06.2004

30.06.2003


RM’000

RM’000






Sales of Unquoted Investment
3,910

         -

19.
QUOTED SECURITIES

There was no purchase or disposal of quoted security by all companies for the current quarter and financial year-to-date.  As at June 30, 2004, there was no investment in quoted securities by the Group.

20.
STATUS OF CORPORATE PROPOSALS ANNOUNCED

There is no corporate proposal announced during this quarter since December 31, 2003.

21.
GROUP BORROWINGS AND DEBT SECURITIES

There were no borrowings and debt securities as at June 30, 2004 except for short-term bank borrowings, banker acceptance amounting to RM7.665 million. The bank borrowings are all unsecured and denominated in local currency. 

22.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

There was no financial instrument with off balance sheet risk as at the date of this announcement.

23. CHANGES IN MATERIAL LITIGATION

Save as disclosed below, the Group does not engaged in any material litigation, claims or arbitration either as plaintiff or defendant and the Directors have no knowledge of any proceeding pending or threatened against the Group or of any fact likely to give rise to any proceeding which might materially affect the position or business of the Group:

(a) On December 26, 2001, Pan-International Electronic (Malaysia) Sdn. Bhd. (PIESB) commenced legal proceeding against Inter-Network Multimedia Solutions Sdn. Bhd. to recover the sum of Ringgit Malaysia Eight Hundred Forty Eight Thousand Five Hundred Thirty Eight and Sen Fifty (RM848,538.50) for goods sold and delivered to and stock kept for the defendant.  PIESB had on June 19, 2002 obtained summary judgement against the defendant. Inter-Network Multimedia Solutions Sdn. Bhd. has since approached PIESB to discuss settlement of the judgement sum. The Board is of the opinion that there is a fair chance that both parties will reach an agreement on the settlement of the judgement sum. Until today, Inter-Network Multimedia Solutions Sdn. Bhd. (IMS) has made payment of RM 60,000.00 and they promise to make further periodic payment. 

(b) PIESB had on October 24, 2002 commenced legal action against Xircom Operations (M) Sdn. Bhd. to claim the sum of Ringgit Malaysia Five Million Nine Hundred Fifty Seven Thousand Three Hundred Sixteen and Sen Twenty Only (RM5,957,316.20) for damages arising from wrongful breach of contract to purchase goods and wrongful set-off of payment. Xircom Operations (M) Sdn. Bhd. has applied to the court for the case to be referred to arbitration. Xircom Operations (M) Sdn. Bhd.’s application is fixed for hearing on October 12, 2004 by the court. On the other hand, PIESB which has applied for summary judgement for the sum claimed and is fixed for hearing on July 28, 2004 before the Assistant Registrar. The Board is advised by the Company’s solicitor that the Company has a reasonable chance in succeeding in the claim. 

24.
DIVIDEND

A first and final dividend of 12 sen per ordinary share, tax exempt amounting to RM7,320,159 in respect of the financial year ended 31 December 2003 has been proposed and paid during the period.

25. BASIC EARNINGS PER SHARE

Basic Earnings Per Share and Diluted Earnings Per Share  

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM 3.654 million and the weighted average number of ordinary shares outstanding during the quarter of 60,437,566 calculated as follows:

Weighted average number of ordinary shares







Issued ordinary shares at beginning of the period

60,057,000





Effect of shares issued for year ended June 30, 2004

           380,566





Weighted average number of ordinary shares

 60,437,566 

Fully diluted earnings per share

The calculation of diluted earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM3.654 million divided by the weighted average number of ordinary share outstanding during the quarter of 61,165,091 calculated as follows:
Weighted average number of ordinary shares (diluted)







Weighted average number of ordinary shares in issue 

60,437,566





ESOS:



No. of unissued shares

3,359,000

No. of shares that would have been issued at fair value

 (2,631,475)





Weighted average number of ordinary shares (diluted)

61,165,091


