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UCHI TECHNOLOGIES BERHAD

(Company No.:  457890-A)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED SEPTEMBER 30, 2003

1. BASIC OF PREPARATION


The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Paragraph 9.22 and Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended December 31, 2002.

The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted by the Group in the audited financial statements for the year ended December 31, 2002, except that:

Income Tax

The charge for current tax is based on the results for the period as adjusted for items, which are non-assessable or disallowed.  It is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences arising from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit.  Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be utilised.  Such assets and liabilities are not recognised if the temporary differences arises from goodwill (or negative goodwill) or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction, which affects neither the tax profit nor the accounting profit.

At each balance sheet date, the Group re-assesses unrecognised deferred tax assets and the carrying amount of deferred tax assets.  The Group recognises a previously unrecognised deferred tax asset to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.  The carrying amount of a deferred tax asset is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow the benefits of part or all of the deferred tax asset to be utilised.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or the liability is settled.  Deferred tax is charged or credited to the income statements, except when it related to items credited or charged directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset for presentation purpose when they relate to income taxes levied by the same taxation authority.

2. AUDIT REPORT OF THE PRECEDING ANNUAL FINANCIAL STATEMENTS

The audit report of the preceding annual financial statements was not subject to any qualification.

3. SEASONAL OR 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 in the normal course of event is seasonal with demand peaking during the third quarter of the year.

However, revenue for the third quarter of year 2003 shows a reversal trend instead mainly due to defer in delivery of sales order consequent upon retooling carried out by one of our customers.

4. UNUSUAL MATERIAL EVENT

There was no unusual material event during the reporting quarter.

5. MATERIAL CHANGES IN ESTIMATES

There were no material changes in estimates of amount from either the prior interim period or prior financial years.

6. CHANGES IN DEBT AND EQUITY SECURITIES

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

7.
DIVIDENDS PAID


9 months ended September 30


2003

2002


RM’000

RM’000






Interim dividend of 6 sen per ordinary share, tax exempt, in respect of the financial year ended December 31, 2001
-

2,649






Special dividend of 6 sen per ordinary share, tax exempt, in respect of the financial year ended December 31, 2001
-

2,649






Final dividend of 6 sen per ordinary share, tax exempt, in respect of the financial year ended December 31, 2001
-

3,789






Special dividend of 4 sen per ordinary share, tax exempt, in respect of the financial year ended December 31, 2001
-

2,526






Special dividend of 15 sen per ordinary share, less tax, in respect of the financial year ended December 31, 2001
-

6,821






Interim dividend of 6 sen per ordinary share, less tax, in respect of the financial year ended December 31, 2002
2,784

-






Special dividend of 16 sen per ordinary share, tax exempt, in respect of the financial year ended December 31, 2002
10,311

-






Final dividend of 22 sen per ordinary share, tax exempt, in respect of the financial year ended December 31, 2002
14,295

-







27,390

18,434

8. SEGMENT REPORTING


Manufacturing

Trading 

Others*

Eliminations

Total

September 30, 2003
RM’000

RM’000

RM’000

RM’000

RM’000

Revenue










External sales
92,365

1,451

-

-

93,816

Inter-segment sales
19,175

1,077

810

(21,062)

-

Total revenue
111,540

2,528

810

(21,062)

93,816












Results










Profit/(Loss) before tax
48,377

602

(682)

32

48,329

Income tax expense
(2,247)

(15)

14

-

(2,248)

Net profit/(loss) for the period
46,130

587

(668)

32

46,081












Other information










Capital additions
2,287

24

30

(638)

1,703

Depreciation and amortisation
942

270

42

-

1,254












Consolidated Balance Sheet Assets

Segmental assets
156,422

31,890

92,636

(76,326)

204,622












Liabilities










Segmental liabilities
40,252

24,958

990

(45,236)

20,964

September 30, 2002










Revenue










External sales
86,159

317

-

-

86,476

Inter-segment sales
-

5,955

810

(6,765)

-

Total revenue
86,159

6,272

810

(6,765)

86,476












Results










Profit/(Loss) before tax
43,099

(196)

(206)

(444)

42,253

Income tax expense
(4,394)

(72)

(44)

(39)

(4,549)

Net profit/(loss) for the period
38,705

(268)

(250)

(483)

37,704












Other information










Capital additions
327

-

46

-

373

Depreciation and amortisation
953

210

36

-

1,199












Consolidated Balance Sheet Assets

Segmental assets
118,562

26,324

77,815

(56,998)

165,703












Liabilities










Segmental liabilities
26,140

19,577

718

(27,836)

18,599

*Derived mainly from activities undertaken by holding company.

9. VALUATION OF PROPERTY, PLANT AND EQUIPMENT

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

10. MATERIAL 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, as of November 10, 2003, the issued and paid up share capital of the Company has been increased to RM71,855,560 divided into 71,855,560 ordinary shares of RM1.00 each.

11. CHANGES IN THE COMPOSITION OF THE GROUP

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

12. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There were no contingent liabilities or contingent assets arising since December 31, 2002.

13. PERFORMANCE REVIEW

Despite a decline in revenue by 6%, the Group managed to record an increase in profit before tax for the third quarter by 3%, as compared to previous year corresponding quarter. This is mainly due to increase in interest income as well as increase in sales mix of higher-margin models and research & development projects.

14. COMPARISON WITH THE IMMEDIATE PRECEDING QUARTER’S RESULTS

Despite a decline in revenue by 5%, the Group recorded a profit before tax of RM16.7 million as compared to RM16.4 million in the immediate preceding quarter mainly due to increase in sales mix of higher-margin models and research & development projects.

15. COMMENTARY ON CURRENT YEAR PROSPECT

Barring any unforeseen circumstances and any adverse effect that may derive from world health condition, the Group is expected to chart continuous growth in the current financial year ending December 31, 2003, despite the decline in revenue in the current quarter and the foreseeable sales decline in the following quarter due to retooling carried out by one of our customers.

16. VARIANCE OF ACTUAL AND FORECASTED PROFIT AND SHORTFALL IN PROFIT GUARANTEE

Not applicable.

17. INCOME TAX EXPENSES


3 months ended September 30

9 months ended 

September 30


2003

2002

2003

2002


RM’000

RM’000

RM’000

RM’000










Estimated tax expense:

















Current
1,146

1,767

3,057

4,467 

(Over)/under provision in prior year
(74)

43

(440)

43

Deferred tax (income)/liabilities








  Current (Note 27) 
(369)

39 

(369)

39 











703

1,849

2,248

4,549

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: 

(a) 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 sales and 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.

(b) The pioneer status granted by the Ministry of International Trade and Industry to one of its subsidiary companies for the design, development and manufacture of microprocessor based application and system integration.

Under this incentive, 100% of the statutory income derived from the design, development and manufacture 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 January 1, 2003 by the Ministry of International Trade and Industry.

18. PROFITS ON ANY SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

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

19. OTHER INVESTMENT

a. Summary of dealings in quoted securities for the current financial quarter ended September 30, 2003:


3 months ended September 30

9 months ended 

September 30


2003

2002

2003

2002


RM’000

RM’000

RM’000

RM’000










Purchase of Quoted Securities
-

-

-

-










Sales of Quoted Securities
-

-

-

-

b. Summary of investment in quoted securities as at September 30, 2003


RM’000

Total Quoted Investment at cost
15,385

Total Quoted Investment at carrying value / book value
13,654

Total Quoted Investment at market value 
13,808

20. STATUS OF CORPORATE PROPOSALS ANNOUNCED BUT YET TO COMPLETED

There were no corporate proposals announced but yet to complete as of November 10, 2003. 

21. GROUP BORROWINGS AND DEBT SECURITIES

Group borrowings as of September 30, 2003 solely consists of bank overdraft of RM63,783.

22. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

As of September 30, 2003, the forward exchange contracts, which the Group had entered into to sell and remain outstanding is USD10.7 million at approximately RM3.812 per United States Dollar.

As of November 10, 2003, the forward exchange contracts, which the Group had entered into to sell and remain outstanding is USD12.1 million at approximately RM3.814 per United States Dollar. 

23. MATERIAL LITIGATION

There was no material litigation pending since December 31, 2002.

24. DIVIDENDS DECLARED OR PAYABLE

As of the date of this announcement, the Board of Directors declared an interim dividend of 6 Sen per share, less income tax and a special dividend of 26 Sen per share, exempt from income tax for the year ending December 31, 2003.

The dates of entitlement and payment for the aforesaid dividends have yet to be finalised.

25. SHARE CAPITAL


9 months ended September 30


2003

2002


RM’000

RM’000

Ordinary shares of RM1 each:




Authorised:




At beginning of the period
100,000

100,000

Created during the period
-

-


100,000

100,000






Ordinary shares of RM1 each:




Issued and fully paid:




At beginning of the period
64,447

64,447

Bonus issue
6,501

-

ESOS
824

531


71,772

64,978

During the current interim period, the issued and paid up share capital of the Company was increased from RM64,446,600 to RM71,772,560 by way of issues of 824,000 ordinary shares of RM1 each for cash pursuant to the Employees Share Option Scheme (ESOS) of the Company at exercise prices ranging from RM3.41 to RM7.89 per ordinary share and bonus issue of 6,500,960 new ordinary shares of RM1 each on the basis of  one new ordinary share of RM1 each for every ten existing shares of RM1 each held.

26. EARNINGS PER SHARE

Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM16,014,000 divided by the weighted average number of ordinary shares outstanding during the quarter of 71,340,000 calculated as follows:

Weighted average number of ordinary shares


September 30


2003

2002


‘000

‘000






Issued ordinary shares at beginning of the period
64,447

62,730






Effect of the exercise of ESOS
392

44

Effect of bonus issue
6,501

6,501






Weighted average number of ordinary shares
71,340

69,275

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 RM16,014,000 divided by the weighted average number of ordinary share outstanding during the quarter of 72,750,000 calculated as follows:

Weighted average number of ordinary shares (diluted)

September 30


2003

2002


’000

’000






Weighted average number of ordinary shares
71,340

69,275






Effect of the exercise of ESOS
1,410

1,750






Weighted average number of ordinary shares (diluted)
72,750

71,025

Comparative figures of the basic and fully diluted earnings per ordinary share have been restated to reflect prior year adjustments as disclosed in Note 28 and the bonus issue of 6,500,960 new ordinary shares of RM1 each during the period.

27. DEREFFED TAX LIABILITIES

September 30, 2003

December 31, 2002


RM’000

RM’000

At beginning of period :




As previously stated
-

-

Prior year adjustments (Note 28)
1,213

1,175






Restated balance
1,213

1,175






Transfer from income statement (Note 17)
(369)

39






At end of period :




As previously stated
844

-

Prior year adjustments (Note 28)
-

1,214






Restated balance
844

1,214

The net deferred tax liabilities are in respect of the following:


September 30, 2003

December 31, 2002


RM’000

RM’000

Deferred tax liabilities :




Revaluation surplus of revalued properties
1,058

1,058

Temporary difference between tax capital allowances and book depreciation of property, plant and equipment 
560

237







1,618

1,295






Deferred tax assets  :




Allowance for doubtful debts
(226)

-

Allowance for obsolete inventories
(88)

-

Provision for rework and warranty
(337)

-

Unabsorbed capital allowance
(59)

(30)

Other timing differences
(64)

(51)







(774)

(81)







844

1,214

Deferred tax asset is recognized to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

28. PRIOR YEAR ADJUSTMENTS

During the period, the Group changed its accounting policy on the recognition of deferred tax liabilities on the revaluation surplus arising from the revaluation of property, plant and equipment to comply with MASB 25 Income Taxes.

Previously, the tax effect relating to the increase in the carrying values of the revalued properties was not provided for, as there is no intention to dispose of these assets in the foreseeable future. Upon adoption of MASB 25, the Group is required to recognise a deferred tax liabilities in respect of asset revaluation.

This accounting change has been accounted for retrospectively and the effects on prior years have been taken up as prior year adjustment in the financial statement. Accordingly, the following accounts in prior years have been restated to reflects of the accounting change









As previously reported

Adjustments

As restated




RM’000

RM’000

RM’000










As of December 31, 2002

Deferred tax liabilities

Retained profit

Revaluation / merger reserve   


-

87,812

(16,030)

1,214

(643)

(571)

1,214

87,169

(16,601)










As of December 31, 2001

Goodwill

Deferred tax liabilities

Retained profit

Revaluation / merger reserve


487

-

64,564

(16,030)

429

1,175

(175)

(571)

916     

1,175

64,389

(16,601)

