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UCHI TECHNOLOGIES BERHAD

(Company No.:  457890-A)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED SEPTEMBER 30, 2005

1. BASIS 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 Bursa Malaysia Securities Berhad (Bursa Securities) 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, 2004.

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, 2004.

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 various multi national companies in the consumer and industrial electrical and electronic appliances industries.  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.

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 except those disclosed in Note 25. 

7. DIVIDENDS PAID

	
	9 months ended September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	
	
	
	

	Interim dividend of 6 sen gross per ordinary share of RM1.00 each, less tax, for 2003
	-
	
	  3,130

	
	
	
	

	Special tax exempt interim dividend of 26 sen per ordinary share of RM1.00 each, for 2003
	-
	
	18,839

	
	
	
	

	Final dividend of 2 sen gross per ordinary share of RM0.20 each, less tax, for 2003
	-
	
	5,227

	\
	
	
	

	Special tax exempt final dividend of 5 sen per ordinary share of RM0.20 each, for 2003
	-
	
	18,149

	
	
	
	

	Interim tax exempt dividend of 6 sen per ordinary share of RM0.20 each, for 2004 
	22,009
	
	-

	
	
	
	

	Special interim dividend I of 4 sen gross per ordinary share of RM0.20 each, less tax, for 2004 
	10,564
	
	-

	
	
	
	

	Special tax exempt interim dividend II of 3 sen per ordinary share of RM0.20 each, for 2004 
	11,004
	
	-

	
	
	
	

	Final tax exempt dividend of 6 sen per ordinary share of RM0.20 each, for 2004 
	22,088
	
	-

	
	
	
	

	Special final dividend I of 4 sen gross per ordinary share of RM0.20 each, less tax, for 2004 
	14,726
	
	-

	
	
	
	

	Special tax exempt final dividend II of 3 sen per ordinary share of RM0.20 each, for 2004 
	11,044
	
	-

	
	
	
	

	
	91,435
	
	45,345


8. SEGMENT REPORTING

	
	Investment holding
	
	Manufacturing
	
	Trading 
	
	Others
	
	Eliminations
	
	Total

	September 30, 2005
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Revenue
	
	
	
	
	
	
	
	
	
	
	

	External sales
	-
	
	99,849
	
	710
	
	-
	
	-
	
	100,559

	Inter-segment sales
	810
	
	28,049
	
	731
	
	-
	
	(29,590)
	
	-

	Total revenue
	810
	
	127,898
	
	1,441
	
	-
	
	(29,590)
	
	100,559

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Profit/(Loss) before tax
	296
	
	56,128
	
	379
	
	(58)
	
	(203)
	
	56,542

	Income tax expense
	(125)
	
	(1,412)
	
	(92)
	
	-
	
	-
	
	(1,629)

	Net profit/(loss) for the period
	171
	
	54,716
	
	287
	
	(58)
	
	(203)
	
	54,913

	
	
	
	
	
	
	
	
	
	
	
	

	Other information
	
	
	
	
	
	
	
	
	
	
	

	Capital additions
	

78
	
	1,433
	
	64
	
	-
	
	(394)
	
	1,181

	Depreciation and amortization
	13
	
	827
	
	241
	
	37
	
	-
	
	1,118

	
	
	
	
	
	
	
	
	
	
	
	

	Consolidated Balance Sheet 

	Assets
	
	
	
	
	
	
	
	
	
	
	

	Segmental assets
	
       123,416
	
	160,021
	
	24,848
	
	2,179
	
	(96,402)
	
	214,062

	Income tax asset
	299
	
	580
	
	-
	
	-
	
	-
	
	879

	Consolidated total assets
	123,715
	
	160,601
	
	24,848
	
	2,179
	
	(96,402)
	
	214,941

	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	
	
	
	
	

	Segmental liabilities
	31,351
	
	35,861
	
	18,956
	
	323
	
	(64,900)
	
	21,591

	Income tax liabilities
	64
	
	901
	
	43
	
	495
	
	-
	
	1,503

	Consolidated total liabilities
	31,415
	
	36,762
	
	18,999
	
	818
	
	(64,900)
	
	23,094

	
	
	
	
	
	
	
	
	
	
	
	

	September 30, 2004
	
	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	
	
	
	
	

	External sales
	-
	
	85,802
	
	321
	
	-
	
	-
	
	86,123

	Inter-segment sales
	810
	
	19,056
	
	800
	
	-
	
	(20,666)
	
	-

	Total revenue
	810
	
	104,858
	
	1,121
	
	-
	
	(20,666)
	
	86,123

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Investment holding
	
	Manufacturing
	
	Trading 
	
	Others
	
	Eliminations
	
	Total

	September 30, 2004
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	

	Profit/(Loss) before tax
	(511)
	
	48,111
	
	120
	
	(54)
	
	(88)
	
	47,578

	Income tax expense
	     37
	
	(1,787)
	
	8
	
	-
	
	-
	
	(1,742)

	Net profit/(loss) for the period
	(474)
	
	46,324
	
	128
	
	(54)
	
	(88)
	
	45,836

	
	
	
	
	
	
	
	
	
	
	
	

	Other information
	
	
	
	
	
	
	
	
	
	
	

	Capital additions
	2
	
	68
	
	7
	
	-
	
	136
	
	213

	Depreciation and amortisation
	9
	
	900
	
	269
	
	35
	
	-
	
	1,213

	
	
	
	
	
	
	
	
	
	
	
	


	Consolidated Balance Sheet 

	Assets
	
	
	
	
	
	
	
	
	
	
	

	Segmental assets
	116,711
	
	164,982
	
	27,438
	
	2,227
	
	(86,524)
	
	224,834

	Income tax asset
	132
	
	646
	
	71
	
	-
	
	-
	
	849

	Consolidated total assets
	116,843
	
	165,628
	
	27,509
	
	2,227
	
	(86,524)
	
	225,683

	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	
	
	
	
	

	Segmental liabilities
	24,158
	
	32,049
	
	21,454
	
	302
	
	(55,438)
	
	22,525

	Income tax liabilities
	-
	
	977
	
	45
	
	554
	
	-
	
	1,576

	Consolidated total liabilities
	24,158
	
	33,026
	
	21,499
	
	856
	
	(55,438)
	
	24,101


9. VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The short leasehold land and buildings were revalued during the financial year ended December 31, 2004, and 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 statements for the said period, except that, as of November 14, 2005, the issued and paid up share capital of the Company has been increased to RM73,967,760 divided into 369,838,800 ordinary shares of RM0.20 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, 2004.

13. PERFORMANCE REVIEW

There was no material factor affecting the performance of the Group for the current quarter.

14. COMPARISON WITH THE IMMEDIATE PRECEDING QUARTER’S RESULTS

There was no significant change in profit before taxation as compared to the immediate preceding quarter. 

15. COMMENTARY ON CURRENT YEAR PROSPECT

Barring any unforeseen circumstances, the Group expects to grow in its revenue in year 2005.

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

Not applicable.

17. INCOME TAX EXPENSES

	
	
	
	9 months ended 

September 30

	
	
	
	
	
	2005
	
	2004

	
	
	
	
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	Estimated tax expense:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current
	
	
	
	
	1,804
	
	2,093

	Under provision/ (Over provision) in prior year
	
	
	
	
	(113)
	
	(203)

	Deferred tax (Note 27):
	
	
	
	
	
	
	

	Transfer to deferred tax liabilities
	
	
	
	
	(10)
	
	(66)

	(Increase)/decrease in deferred tax assets relating to origination and reversal of temporary differences in current period
	
	
	
	
	(52)
	
	(82)

	
	
	
	
	
	
	
	

	
	
	
	
	
	1,629
	
	1,742


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.

Pioneer status under this incentive had expired on April 30, 2005, and the Company is seeking for extension of another 5 years under the said incentive. 

(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, 2005:

	
	
	
	9 months ended 

September 30

	
	
	
	
	
	2005
	
	2004

	
	
	
	
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	Purchase of Quoted Securities
	
	
	
	
	-
	
	-

	
	
	
	
	
	
	
	

	Sales of Quoted Securities
	
	
	
	
	726
	
	-

	
	
	
	
	
	
	
	

	Carrying Amount of Quoted Securities 
	
	
	
	
	448
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Gain on Sales of Quoted Securities
	
	
	
	
	278
	
	-


b. Summary of investment in quoted securities as at September 30, 2005

	
	RM’000

	Total Quoted Investment at cost
	14,429

	Total Quoted Investment at carrying value / book value
	13,438

	Total Quoted Investment at market value 
	14,343


20. STATUS OF CORPORATE PROPOSALS ANNOUNCED BUT YET TO COMPLETED

There were no corporate proposals announced but yet to complete as of November 14, 2005 

21. GROUP BORROWINGS AND DEBT SECURITIES

There was no group borrowings as of September 30, 2005.

22. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

As of September 30, 2005, the forward exchange contracts, which the Group had entered into to sell and remain outstanding is USD19.70 million at approximately RM3.7425 per United States Dollar.

As of November 14, 2005, the forward exchange contracts, which the Group had entered into to sell and remain outstanding is USD17.54 million at approximately RM3.7405 per United States Dollar. 

23. MATERIAL LITIGATION

There was no material litigation pending since December 31, 2004.

24. DIVIDENDS DECLARED OR PAYABLE

A final dividend of 6 Sen per share of RM0.20 each, exempt from income tax, a special dividend I of 4 Sen per share of RM0.20 each, less income tax and a special dividend II of 3 Sen per share of RM0.20 each, exempt from income tax for the year ended December 31, 2004, has been paid on July 19, 2005 to depositors registered in the Records of Depositors at the close of business on June 30, 2005.

As of the date of this announcement, the Board of Directors proposed an interim dividend of 6 Sen per share, exempt from income tax, a special interim dividend I of 2 Sen per share, less income tax and a special interim dividend II of 2 Sen per share, exempt from income tax for the year ending December 31, 2005. The date of the entitlement and payment for the aforesaid dividends shall be determined by the Board of Directors at a later date.

25.
SHARE CAPITAL

	
	9 months ended September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	Ordinary shares of RM0.20 (2004: RM1.00) each:
	
	
	

	Authorised:
	
	
	

	At beginning of the period
	100,000
	
	100,000

	Created during the period
	-
	
	-

	
	100,000
	
	100,000

	
	
	
	

	Ordinary shares of RM0.20 (2004: RM1.00) each:
	
	
	

	Issued and fully paid:
	
	
	

	At beginning of the period
	73,363
	
	72,596

	ESOS
	597
	
	258

	
	73,960
	
	72,854


During the current interim period, the issued and paid up share capital of the Company was increased from RM73,362,760 to RM73,960,160 by way of issues of 2,987,000 ordinary shares of RM0.20 each for cash pursuant to the Employees Share Option Scheme (ESOS) of the Company at exercise prices ranging from RM0.68 to RM2.66 per ordinary share.

25. 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 RM19,223,000 divided by the weighted average number of ordinary shares outstanding during the quarter of 367,676,000 calculated as follows:

Weighted average number of ordinary shares

	
	September 30

	
	2005
	
	2004

	
	’000
	
	’000

	
	
	
	

	Issued ordinary shares at beginning of the period
	366,814
	
	72,456

	
	
	
	

	Effect of the exercise of ESOS
	862
	
	324

	Effect of subdivision of share
	-
	
	290,250

	
	
	
	

	Weighted average number of ordinary shares
	367,676
	
	363,030


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 RM19,223,000 divided by the diluted weighted average number of ordinary share outstanding during the quarter of 369,806,000 calculated as follows:

Weighted average number of ordinary shares (diluted)
	
	September 30

	
	2005
	
	2004

	
	’000
	
	’000

	
	
	
	

	Weighted average number of ordinary shares
	367,676
	
	363,030

	
	
	
	

	Effect of the exercise of ESOS
	2,130
	
	5,373

	
	
	
	

	Weighted average number of ordinary shares (diluted)
	369,806
	
	368,403


Comparative figures of the basic and fully diluted earnings per ordinary share have been restated to reflect the effect of subdivision of 290,250,240 new ordinary shares of RM0.20 each during the financial year ended December 31, 2004.

26. DEFERRED TAX
	
	September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	Deferred tax liabilities
	1,403
	
	1,576

	Deferred tax assets
	(623)
	
	(503)

	
	
	
	

	
	780
	
	1,073


The movement for the period in the Group’s deferred tax liabilities was as follows:

	
	9 months ended September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	
	
	
	

	Restated balance at beginning of period
	1,413
	
	1,169

	
	
	
	

	Transfer to income statement (Note 17)
	(10)
	
	(66)

	
	
	
	

	Transfer from revaluation reserve
	-
	
	473

	
	
	
	

	At end of period 
	1,403
	
	1,576


The deferred tax liabilities are in respect of the following:

	
	September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	
	
	
	

	Revaluation surplus of revalued properties
	1,396
	
	1,531

	
	
	
	

	Temporary difference between tax capital allowances and book depreciation of property, plant and equipment 
	251
	
	303

	
	
	
	

	Unabsorbed capital allowance
	(224)
	
	(234)

	
	
	
	

	Other timing differences
	(20)
	
	(24)

	
	
	
	

	
	1,403
	
	1,576


The movement for the period in the Group’s deferred tax assets was as follows:

	
	9 months ended September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	
	
	
	

	At beginning of period :
	(571)
	
	(421)

	Transfer (from)/to income statement (Note 17):
	
	
	

	
	
	
	

	(Increase)/decrease in deferred tax assets relating to origination and reversal of temporary differences in current period
	(52)
	
	(82)

	
	
	
	

	At end of period 
	(623)
	
	(503)


The deferred tax assets are in respect of the following:

	
	September 30

	
	2005
	
	2004

	
	RM’000
	
	RM’000

	
	
	
	

	Tax effect of timing differences between tax capital allowances and depreciation of property, plant and equipment
	438
	
	391

	
	
	
	

	Tax effect in respect of:
	
	
	

	Allowance for doubtful debts
	(329)
	
	(324)

	
	
	
	

	Allowance for obsolete inventories
	(133)
	
	(108)

	
	
	
	

	Provision for rework and warranty
	(497)
	
	(443)

	
	
	
	

	Unabsorbed capital allowance
	(31)
	
	(18)

	
	
	
	

	Other timing differences
	(71)
	
	(1)

	
	
	
	

	
	(623)
	
	(503)


