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UCHI TECHNOLOGIES BERHAD

(Company No.:  457890-A)

QUARTERLY REPORT

FOR THE QUARTER ENDED JUNE 30, 2001

EXPLANATORY NOTES

1. SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statement of the Group has been prepared under the historical cost convention modified to include the revaluation of certain property, plant and equipment.

Basis of Consolidation

The consolidated financial statements include the financial statements of the Company and all its subsidiary companies made up to the end of the financial period.  All inter-company transactions are eliminated on consolidation and the consolidated financial statements reflect external transactions only.  The Group adopts both the acquisition and merger methods of consolidation.

When the acquisition method is adopted, the excess of the purchase consideration over the fair value of the net assets of the subsidiary company at the date of acquisition is included in the consolidated financial statements as goodwill on consolidation. The goodwill on consolidation is amortised evenly on a straight-line method over a period of 25 years. The results of the subsidiary company acquired or disposed of during the year are included from the date of acquisition or up to the date of disposal.

Acquisition of subsidiary companies, which meets the criteria for merger accounting under the Companies Act, 1965 and Malaysian Accounting Standard 2, Accounting for Acquisitions and Mergers, are accounted for using the merger accounting principles. When the merger method is used, the cost of investment in the Company’s books is recorded at the nominal value of shares issued. The difference between the carrying value of the investment and the nominal value of shares transferred is treated as merger reserves / deficits in the consolidated financial statements in accordance with merger relief provisions under Section 60(4) of the Companies Act, 1965. The results of the subsidiary companies being merged are presented as if the merger had been effected throughout the financial period.

The financial statements of all subsidiary companies are consolidated under merger method except for the financial statements of the indirect subsidiary company, which are consolidated under the acquisition method.

Property, Plant and Equipment and Depreciation

Property, plant and equipment are stated at cost or valuation less accumulated depreciation. Depreciation of property, plant and equipment, is computed on the straight-line method based on the estimated useful lives of the various property, plant and equipment at the following annual rates:-


Rates




Leasehold land
1.96%

Buildings
1.96%-2%

Electrical installation
10%

Furniture and fittings
12%

Office equipment
12%

Plant and machinery
12%

Air-conditioning system
12%

Fire-fighting and security system
12%

Motor vehicles
20%

The short leasehold land and certain buildings were revalued in 1999 based on the report of an independent firm of professional valuers using open market value on the existing use basis. The tax effects relating to the increase in the carrying values of the revalued property are not disclosed, as there is no intention to dispose of these assets in the foreseeable future. These assets shall be revalued at a regular interval of at least once in every five years with additional valuations in the intervening years where market conditions indicate that the carrying values of the revalued assets differ materially from the market value. 

Short leasehold land is amortised evenly over the lease period of sixty years.  The unexpired lease period of the Group’s short leasehold land as at June 30, 2001 is approximately 49 years.

Long-Term Investments

Long-term investments consist of investments in quoted shares and unit trusts and are stated at cost. Provision for diminution in value of investments is made when the directors consider that there is a permanent diminution in the value of these long-term investments.

Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is determined on the first-in, first-out method. Cost of raw materials consists of purchase price plus the cost of bringing the inventories to their present location. Cost of work-in-process and finished goods consists of cost of raw materials, direct labour and an appropriate proportion of factory overheads. Provision is made for obsolete, slow moving or defective items, where appropriate.

Foreign Currency Conversion

Transactions in foreign currencies are converted into Ringgit Malaysia at the exchange rates prevailing on the transaction dates and, where settlement of liabilities and receivables has not yet taken place at the end of the financial year, at the approximate exchange rates prevailing on that date.  Gains and losses arising from foreign currency conversions are taken up in the income statements.

Income Tax

The tax effects of transactions are generally recognized, using the liability method, when such transactions enter into determination of net income regardless of when they are recognised for tax purposes. However, where timing differences give rise to a net deferred tax debit, the tax effects are recognised generally on actual realisation.

Revenue and Revenue Recognition

Revenue of the Group represents gross invoiced value of sales less sales returns and discount allowed.

Sales revenue is recognised when goods are delivered to customers. Dividend income is recognised when the shareholder’s right to receive payment is established. Other revenues are recognised on an accrual basis.

2. NATURE AND AMOUNT OF THE EXCEPTIONAL ITEM

There was no exceptional item for the financial quarter under review.

3. NATURE AND AMOUNT OF THE EXTRAORDINARY ITEM

There was no extraordinary item for the financial quarter under review.

4. INCOME TAX


Individual Current Quarter 30/06/2001

Cumulative Current To Date 30/06/2001


RM’000

RM’000






Provision for taxation for current year quarter
1,216

2,487






Overprovision in prior year
(49)

(49)











TOTAL INCOME TAX
1,167

2,438






The Group’s income tax for the quarter under review reflects an effective tax rate which is lower than the statutory income tax rate due mainly to the pioneer status granted by the Ministry of International Trade and Industry to one of its subsidiary companies for the production and sales of timer, printer, computing scale and industrial controllers.

Under this incentive, 70% of that subsidiary company’s statutory income derived from the production of the abovementioned products will be exempted from income tax for a period of five years commencing from the production day which has been fixed on May 1, 2000 by the Ministry of International Trade and Industry.

5. PROFITS ON ANY SALE OF INVESTMENTS AND/OR PROPERTIES

There was no sale of investment and/or properties during the financial period under review.

6. QUOTED INVESTMENT

a. There was no dealing in quoted securities for the current financial quarter ended June 30, 2001.

b. Summary of investment in quoted securities as at June 30, 2001


RM’000

Total Quoted Investment at cost
13,513



Total Quoted Investment at carrying value / 


  book value (after provision for diminution


  in value made for  the period ended June 30, 2001)
11,146




Total Quoted Investment at market value


  as at June 30, 2001
11,222

7. CHANGES IN COMPOSITION OF THE GROUP

There was no change in the Group structure during the quarter reported.

8. STATUS OF CORPORATE PROPOSALS ANNOUNCED BUT YET TO COMPLETED

(a)
Proposed Bonus Issue and Employee Share Option Scheme

The Board of Directors of the Group has through an announcement dated March 7, 2001 proposed the following:

(i) A bonus issue of 4,000,000 new ordinary shares of RM1.00 each (“Shares”) to be credited as fully paid to the existing shareholders of the Company, on the basis of one (1) new ordinary share for every ten (10) existing shares held; and

(ii) An establishment of an employee share option scheme of up to ten percent (10%) of the issued and paid-up share capital of the Company (“Proposed ESOS”).

Approval has been obtained from the relevant authority for the proposed bonus issue and ESOS.

As at the date of announcement, the bonus issue has been completed and the Company has launched the ESOS on August 8, 2001.

(b) Utilisation of Proceeds

Pursuant to the listing exercise, the Group raised RM37.5 million, of which RM29.1 million was approved by the SC for investment in capital expenditure and working capital requirement, while the balance of RM8.4 million was allocated for future investment.

Subsequently on February 9, 2001, the SC further approved the specific utilisation of RM4.7 million out of the said RM8.4, authorizing the Group to determine the specification and time frame on utilisation of such unutilised proceeds on any usage relevant to the Group’s core business.

As at the date of this announcement, approximately RM29 million had been utilised with remaining balance placed in a fixed deposit account, which is expect to be fully utilised by June 2002.

9. ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES, SHARE BUY-BACK, SHARES HELD AS TREASURY SHARES

There was no issuance and repayment of debt and equity securities, share buy-back or shares held as treasury shares during the reporting period.

10. GROUP BORROWINGS

Group borrowings as at June 30, 2001 solely consists of overdraft of RM272,080.54.

11. CONTINGENT LIABILITIES

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

12. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There was no forward exchange contract remain outstanding as at the date of this announcement. 

13. PENDING MATERIAL LITIGATION

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

14. SEGMENT REPORTING

The Group is principally engaged in manufacturing activities, therefore, no segmental reporting is prepared.

15. COMPARISON WITH THE PRECEDING QUARTER’S RESULTS

Profit before income tax for the reporting quarter increased by 8% and 46% respectively as compared to preceding quarter and preceding year corresponding quarter due mainly to increase in revenue resulted from the up-trend market demand of the Group’s products and services and the economics of scale derived there from.

16. PERFORMANCE REVIEW

.
The Directors are of the opinion that there are no material factors affecting the earnings and / or revenue of the Group for the current reporting quarter.

17. SUBSEQUENT EVENT

There was no significant or material events subsequent to the end of the period reported on that have not been reflected in the financial statement for the said period except that the Company’s issued and paid up capital has subsequently been increased to 44,000,000 ordinary shares of RM1.00 each, following the completion of bonus issue.

18. SEASONAL AND CYCLICAL FACTORS

The Group serves a wide base of multi national companies in the consumer and industrial electrical and electronic appliances industries.  As such, the demand for the Group’s products is seasonal with demand peaking during the third quarter of the year.
19. COMMENTARY ON CURRENT YEAR PROSPECT

Due to the constraints on supply of technical manpower, the Group’s existing R&D capacity and production schedule for the current financial year has been occupied with the development and production of customers’ products.

As such, the Group has deferred the development and production of Dynamic Sound Improvement Processor, Sudden Infant Death Syndrome Monitoring System and Oxygen Meter.

Barring any unforeseen circumstances, the Board of Directors is confident of achieving persistent growth in respect of revenue, profits and improvement in overall margin as compared to preceding year.

20.
VARIANCE OF ACTUAL AND FORECATED PROFIT AND SHORTFALL IN PROFIT GUARANTEE

Not applicable.

21. DIVIDEND

A final dividend of RM0.12 sen per ordinary share, tax exempt, amounting to RM4,800,000 and a special dividend of RM0.18 sen per ordinary share, tax exempt, amounting to RM7,200,000 in respect of the financial year ended December 31, 2000,  approved by the shareholders in the Third Annual General Meeting of the Company were paid during the reporting quarter.

No dividend has been proposed or declared for the reporting financial period.

