Notes to the unaudited results of the Group for the second financial quarter ended 28 February 2001.








1 Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with those stated in the prospectus dated 26 February 2001.

2 Exceptional Items


There were no exceptional items for the current quarter and financial year to date.



3 Extraordinary Item


There were no extraordinary items for the current quarter and financial year to date.



4 Taxation


Individual Quarter Ended

28-2-2001

RM’000
Cumulative Quarter Ended

28-2-2001

RM’000

Current period provision
292
699

Less : Pre-acquisition tax
-
(180)

As adjusted
292
519

The effective tax rate is lower than the statutory tax rate which was mainly due to the tax savings arising from utilisation of reinvestment allowance.

5 Pre-acquisition Profit

There is an adjustment in the pre-acquisition profit in the current quarter consolidated income statement  amounting to RM37,000. The pre-acquisition profit reported in the cumulative column was for the period from 1 September 2000 to 18 October 2000.  



6
Sales of un-quoted Investments and/or Properties

There were no sales of un-quoted investments and/or properties for the current quarter and financial year to date.

7
Quoted Investments


(a)
There were no purchases or disposal of quoted securities for the current quarter and financial year to date and therefore no profit or loss arising therefrom; and




(b)
The Company had no investment in quoted securities as at the end of this reporting period.






6 Changes in the Composition of the Group

On 9 April 2001, the Company shares were listed on the Second Board of Kuala Lumpur Stock Exchange (“KLSE”). As an integral part of the listing quotation for the entire enlarged issued and paid up share capital of the Company on the KLSE, the Company undertook the following restructuring scheme:

(a) Acquisition of D'nonce (M) Sdn Bhd

On 11 October 2000, the Company entered into a Shares Sale Agreement with the shareholders of
D'nonce (M) Sdn Bhd for the acquisition of 100% equity interest in D'nonce (M) Sdn Bhd comprising 7,000,000 ordinary shares of RM1.00 each for a total purchase consideration of RM27,062,723 satisfied by the issuance of 23,062,723 new ordinary of RM1.00 each in D’nonce Technology at an issue price of approximately 1.17 shares.


(b)
Acquisition of D'nonce (M) Sdn Bhd's subsidiary companies


On 19 October 2000, the Company entered into a Shares Sale Agreement with D'nonce (M) Sdn Bhd to acquire its subsidiary companies AV Industries Sdn Bhd, Attractive Venture Sdn Bhd, Attractive Ventrue (JB) Sdn Bhd, Attractive Venture (KL) Sdn Bhd, AV Innovation Sdn Bhd, D’nonce Electronics Sdn Bhd, D’nonce (JB) Sdn Bhd, D’nonce (KL) Sdn Bhd, D’nonce (Kelantan) Sdn Bhd for a total cash consideration of RM4,374,000. The acquisitions were completed on 19 October 2000.







(c)
Rights Issue







Right Issue of 6,937,275 new ordinary shares at an issue price of RM1.00 each on the basis of approximately 10  new ordinary shares for every 33 existing shares held after the acquisition of D'nonce (M) Sdn Bhd and the acquisition of D'nonce (M) Sdn Bhd subsidiary companies. The Rights Issue was completed on 6 December 2000.










(d)
Public and Special Issues









Public and Special Issues of 10,000,000 new ordinary shares of RM1.00 each at an issue price of  RM2.00 per share.




The status of utilisation of the proceeds raised from the Rights Issue and Public Issues amounting  to RM26.9 million are utilised as follow:


As approved by the SC

RM’000
Amount utilised as at 26 April 2001

RM’000
Amount unutilised as at 26 April 2001

RM’000

Purchase of new machinery and equipment
17,214
4,938
12,276

Repayment of Bank Borrowings
6,717
1,534
5,183

Working capital
1,506
1,506
0

Estimated listing expenses
1,500
1,313
187


26,937
9,291
17,646

There is no other corporate proposals announced and completed as at the date of this announcement.







9
Debt and Equity Securities etc








There were no issuance or repayment of debt and equity securities, share buy-back, share cancellations, shares held as treasury shares or resale or treasury shares for the current financial period under review other than those highlighted in note 8(c) on status of corporate proposals.







10
Group Borrowings and Debt Securities








The Group Borrowing as at the end of the reporting year comprises secured term loan, bank overdrafts and hire purchases denominated in Ringgit Malaysia payable in the following manners:-








As at 28 February 2001

RM’000

Secured :

Short Term
2,999

Long Term
7,877

Total 
                    10,876

Unsecured:

Short Term
2,184

Long Term
4,372

Total   
6,556

11
Contingent Liabilities



The Group does not have any contingent liabilities as at the date of this report.



7 Off Balance Sheet Financial Instrument


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

13
Material Litigation







Saved as disclosed below, the Group is not engaged in any material litigation as at the date of this report.







D'nonce (M) Sdn Bhd (Plaintiff) vs. Applied Magnetic Sdn Bhd (Defendant)




D'nonce (M) Sdn Bhd as landlord took action against the Defendant for arrears of rental of a warehouse known as Plot 285, Phase III, Bayan Lepas Free Industrial Zone, 11900 Penang amounting to RM218,977.60. The Defendant has applied to the court to set aside Writ of Distress and for damages for wrongful distress. The Defendant's application was heard on 16 June 2000 and on 21 June 2000. The court decided to set aside the Distress Order and fixed 4 August 2000 for assessment of damages. D'nonce (M) Sdn Bhd filed the appeal to the High Court against the Session Court's decision on 28 June 2000 but the appeal has yet to be fixed for hearing. The hearing for the assessment of damages has been adjourned from 4 August 2000 to 8 December 2000 for mention and adjourned again from 8 December 2000 to 16 March 2001 and adjourned again from 16 March 2001 to 15 June 2001 for mention pending the outcome of the appeal. Application for leave to proceed with the appeal had already been filed in court and has also been fixed for hearing on 10 April 2000. The High Court has fixed the hearing proper for the appeal on 5 April 2001 and the hearing was adjourned to 12 June 2001. The hearing of the application for leave was also adjourned as the liquidator would like to reply to the affidavit in support of the application for leave to appeal. The court then adjourned the hearing to 10 July 2001. 








8 Segmental Reporting









Business segments
Revenue

RM’000
Profit Before Taxation

RM’000
Total Assets Employed

RM’000

Investment Holding
-
(6)
35,673

Sales & Distribution
17,903
795
29,555

Designed & Conversion
8,403
569
46,451

Contract Manufacturing
20,900
1,091
26,570


47,206
2,449
138,249

Add/(Less) : Consolidation adjustment
(6,310)
884
(58,922)


40,896
3,333
79,327

15
Material changes in the profit before taxation for the quarter reported on as compared with the immediate preceding quarter







The Group had achieved a pre-tax profit of RM1.9 million in the current quarter as compared to RM1.4 million (net of pre-acquisition profit) in the preceding quarter. The lower pre-tax profit recorded in the first quarter was mainly due to the adjustment of the pre-acquisition profit (before tax and minority interest) of about RM1.1 million in the said quarter. Notwithstanding the above, the business performance for the preceding quarter had recorded a pre-tax profit of RM2.5 million as compared to RM1.9 million in the current quarter. The decline in the pre-tax profit was mainly attributed to reduction of turnover due to the festive seasons during the months of December and January.

16
Review of Performance









The group had achieved a cumulative revenue of RM40.9 million for the first two quarters. The Group also recorded a profit before tax and profit after tax and minority interest of RM3.3 million and RM2.7 million respectively for the financial period ended 28 February 2001. The overall performance of the Group is within the expectation of the directors.

17
Subsequent Material Event






As disclosed in Note 8.




18
Seasonal and Cyclical Factors




The Group is subjected to the cyclical effects of the electronics industries as a result of the volatility of
demand.




9 Current Year Prospects

With the electronic industry outlook appearing uncertain at the present moment, the Group is preparing for the challenging time ahead, particularly some of the unprecedented turbulence in the market place. Although prospects are also dependent on the recovery in the electronics industry in United States which has great impact on the MNCs here, the Group will continue to widen its product range and increase customers base, to implement effective cost management and tap on new business opportunities to ensure long term business growth.

10 Actual profit vs. forecast profit / Profit guarantee








Not applicable






11 Dividend


No dividend was declared during the period under review.


22
Comparative Figure


Certain comparative figures have been reclassified to reflect a fairer presentation.

23
Finance cost

The finance cost for the last reporting quarter have been adjusted as follows:


Quarter 2

RM’000
Quarter 1

RM’000
Cumulative Quarter

RM’000

Finance Cost
362
598
960

Less: -Finance cost over 

           recognised in preceding 

           quarter

         -Pre-acquisition profits
-

-
(152)

(235)
(152)

(235)

As adjusted
362
211
573

24
Depreciation and amortisation

The depreciation and amortisation for the last reporting quarter have been adjusted as follows:


Quarter 2

RM’000
Quarter 1

RM’000
Cumulative Quarter

RM’000

Depreciation and amortisation as disclosed in the Consolidation Income Statement

Comprised of :-

-Amortisation of reserve arising from  

  reserve on consolidation

-Depreciation

Less: - Depreciation over recognised in 

             preceding quarter

          - Pre-acquisition profits     


304

(448)

752

-

-
391

(451)

842

(127)

(377)
695

(899)

       1,594

(127)

(377)



As adjusted
304
(113)
191

12 Fixed Assets

The fixed assets for the last reporting quarter have been reclassified as follows:


Quarter 2

RM’000
Quarter 1

RM’000

Property, Plant and Equipment
39,332
25,277

Add :  reclassification from Investment Property

10,283

As adjusted
39,332
35,560


Quarter 2

RM’000
Quarter 1

RM’000

Investment Property
-
10,283

Less :  reclassification to Property, plant and 

           equipment

(10,283)

As adjusted
-
-

By Order of the Board








Gunn Chit Geok

Yeap Kok Leong

Company Secretaries

4 May 2001

Pulau Pinang

