Notes to the unaudited results of the Group for the fourth financial quarter ended 31 August 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

31-8-2001

RM’000
	Cumulative Quarter Ended

31-8-2001

RM’000

	Current period provision

- taxation 

-deferred taxation
	(510)

49
	41

49

	Total
	(461)
	90


The reversal of taxation for current quarter amounting to RM510,000 is due to over provision of taxation. The effective tax rate for the cumulative quarter is lower than the statutory tax rate which was mainly due to tax savings arising from utilisation of reinvestment allowance subject to agreement with the Inland Revenue Board.

5
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.

6
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.

5 Changes in the Composition of the Group

On 9 April 2001, the Company’s shares were listed on the Second Board of Kuala Lumpur Stock Exchange (“KLSE”). The Public and Special Issues of 10,000,000 shares were completed on the same date. There are no changes in the composition of the Group since then.

6 (a)  Status of Corporate Proposal 

On 11 October 2001, the Company had entered into a Memorandum of Understanding with Bragg Photonics Inc to incorporate a special purpose vehicle for the purpose of a joint venture to co-ordinate and provide manufacturing and assembly facilities with the labour to manufacture the products such as pump locker and fiber lensing. The announcement to the public was made on the same day.  

Save for the above, there were no other corporate proposals undertaken by the Company during the current quarter and financial year to date.   

(b)
Status of Utilisation of Proceeds



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

	
	As Approved By Securities

Commission

RM’000
	Amount Utilised As At

 24 October 2001

RM’000
	Under/(Over) Utilised As At 24 October 2001

RM’000

	Purchase of new machinery and equipment
	17,214
	8,048
	9,166

	Repayment of Bank Borrowings
	6,717
	6,336
	381

	Working capital
	1,506
	1,772
	(266)

	Estimated listing expenses
	1,500
	1,750
	(250)

	
	26,937
	17,906
	9,031


On 29 October 2001, the board had passed a board resolution to approve an extension of time up to 30 April 2002 to utilise the balance of the proceeds raised from the Rights, Special and Public issues. 

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.







10
Group Borrowings and Debt Securities








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







	
	As At 31 August 2001

RM’000

	Secured :

Short Term
	4,636

	Long Term
	5,167

	Total 
	9,803

	Unsecured:

Short Term
	2,629

	Long Term
	-

	Total   
	2,629


11
Contingent Liabilities



The Company provided corporate guarantees amounting to RM 8,830,000 for the banking 

         facilities granted to certain subsidiary companies. 



7 Off Balance Sheet Financial Instrument


There were no off balance sheet financial instrument.

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. 

As at 24 October 2001 the hearing of assessment for damages (which came up for  mention on 28 September 2001) has been adjourned to 18 February 2002 for mention pending the outcome of the appeal in the High Court.

The hearing of appeal in the High Court has been adjourned further to 4 February 2002 pending the decision by another High Court in relation to the issue of leave to proceed against Applied Magnetic Sdn Bhd (in liquidation). The said decision may be delivered on 7 December 2001.

8 Segmental Reporting









	Business Segments
	Revenue

RM’000
	(Loss)/Profit Before Taxation

RM’000
	Total Assets Employed

RM’000

	Investment Holding
	     164
	    (282)
	 55,283

	Sales & Distribution
	35,840
	     (152)
	 23,424

	Design & Conversion
	19,403
	      61
	 33,764

	Contract Manufacturing
	41,354
	    300 
	 31,278

	
	96,761
	     (73)
	143,749

	Add/(Less) : Consolidation adjustment
	(10,732)
	 1,773
	(60,737)

	
	86,029
	 1,700
	83,012


15
Material Changes in the Profit Before Taxation for the Quarter Reported On as Compared With the Immediate Preceding Quarter







The fourth quarter recorded a loss before taxation of RM2.1 million as compared to profit before taxation of RM468,000 in the preceding quarter. The decline in this quarter was mainly due to the reduction in revenue and earning for all segments arising from the poorer demand and the pricing pressure in the electronic sector and the sluggish world economy as a whole.    

16
Review of Performance of the Group








The fourth quarter recorded a lower revenue compared to the preceding two quarters as the global slowdown effects is unprecedented and remained clouded by uncertainties. Revenue for the Sales and Distribution, Design and Conversion and Contract Manufacturing declined by 9%, 26% and 5% respectively as compared to the preceding quarter. The drop in demand has led to excess capacity in both Design and Conversion and Contract Manufacturing Divisions which has further deteriorated the Group’s earning.  As such, the Group has proactively cancelled the acquisition of certain machinery for its original expansion plan to reduce depreciation charge and to preserve cash for future expansion plan.        

17
Subsequent Material Event





 There was no subsequent material event other than that disclosed in note 8(a).


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

The visibility of the recovery of the world economy remained low while the business outlook for the electronic and electrical sector in this calendar year appears weak. The world economy growth rate is expected to decline in this year. The terrorists attack on the United States further aggravated a toll on global business and economy.

The Group anticipated a challenging new financial year ahead. To ride through the industry slowdown, the Group will continuously strive to consolidate its position and manage the change in term of its business process and human assets so as to maintain the earnings, while implementing more radical cost control exercise. To enhance its earning base, the Group is eyeing for some strategic business opportunities overseas besides intensifying its marketing effort both locally and regionally. The Directors believe the Group will return to profit growth once consumer confidence and demand trend is reversed and improved.

10 Actual Profit vs. Forecast Profit






	
	Forecast 

RM’000
	Unaudited 

RM’000
	Variance

RM’000
	%

	Total Consolidated  Profit After Tax and Minority Interest
	8,695
	1,554
	(7,141)
	(82%)


The overall shortfall of the Group’s earnings was mainly due to the downturn of the global electronic sector in which the Group had been able to achieve only 51% and 18% of its forecasted  revenue and earnings respectively. The shortfalls were caused by reduced revenue and much lower margin resulting from pricing pressure.  

11 Dividend

As disclosed in the prospectus dated 28 February 2001, based on the forecasted consolidated profit after taxation, the Directors anticipated that in the absence of unforeseen circumstances, the Company will be in the position to propose a gross final dividend rate of 2.5% per share for the financial year ended 31 August 2001. The said proposal will be waived in the event of insufficient retained earnings or cash flow to pay dividend.

As the Company does not have sufficient profit to declare dividend, the Board of Directors of the Company does not propose to declare any final dividend for this financial year.

22
Corporate Governance

In compliance with best practices in Corporate Governance,

(a) the Board of Directors had approved the formation of the Nomination Committee and Remuneration Committee with the terms of reference for the respective committees;

(b) the Board of Directors had approved the position descriptions for the Chairman and the Managing Director;

(c) the Board of Directors had also adopted a formal schedule of matters which require Board approval; and

(d) the Company had established the corporate Internal Audit Department with the appointment of the Internal Audit Manager on 2 July 2001.

By Order of the Board








Gunn Chit Geok

Yeap Kok Leong

Company Secretaries

30 October 2001

Pulau Pinang

