Notes to the unaudited results of the Group for the second financial quarter ended 28 February 2002.








1 Accounting Policies

The quarterly financial statements of the Group are prepared using the same accounting policies and methods of computation and basis of consolidation as those used in the preparation of the most recent annual financial statement.

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

28-02-2002

RM’000
	Cumulative Quarter Ended

28-02-2002

RM’000

	Current period provision

- taxation 

-deferred taxation
	(2)

-
	31

-

	Total
	(2)
	31


Taxation is arrived at after provision for taxation based on respective statutory tax rate and does not contain any deferred tax and / or adjustment for under or over-provisions in respect of prior years.

The Group’s effective tax rate for the cumulative quarter is higher than the statutory tax rate due to the non-availability of group relief where tax losses of certain subsidiary companies cannot be set-off against the taxable income of other subsidiary companies.

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 there was 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

The Company had on 28 February 2002 acquired Richmond Technology Sdn Bhd (hereafter “RT”), with operating activities on, inter-alia, corrugated carton, paper based and other related based business. Since then, RT has become a subsidiary of D’nonce Technology Bhd (hereafter “DTB”) with equity interest of 55% of RT’s issued share capital. The paid up share capital of RT is RM500,000. 

6 (a)  Status of Corporate Proposal 

There was no corporate proposal undertaken by the Company during the current quarter and financial year to date.   

(b) Status of Utilisation of Proceeds


	Category
	As Approved By Securities Commission

RM’000
	Amount Under/ (Over) Utilised As At

20 November 2001

( As Disclosed In The Circular To Shareholders)

RM’000

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

	Repayment of Bank Borrowings
	6,717
	381

	Working capital
	1,506
	(266)

	Estimated listing expenses
	1,500
	(250)

	
	26,937
	9,031

	Allocation of Unutilised Proceeds As Approved By Shareholder To  Working Captial. The Transfer of The said  Proceeds was completed on 9 April 2002.    
	
	(9,031)

	Unutilised Balance As at 18 April 2002
	
	Nil


The shareholder had on 14 December 2001 approved the change for the unutilised proceeds raised from the Rights, Special and Public issues amounting to RM9.031 million to working capital. The transfer of the unutilise proceeds was completed on 9 April 2002.

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 of treasury shares for the current financial period under review.







10
Group Borrowings and Debt Securities








The Group Borrowings as at the end of the reporting period comprise secured term loan, bank overdrafts, bills payable and hire purchases denominated in Ringgit Malaysia payable in the following manner:-







	
	As At 28 February 2002

RM’000

	Secured :

Short Term
	6,246

	Long Term
	4,126

	Total 
	10,372

	Unsecured:

Short Term
	2,700

	Long Term
	-

	Total   
	2,700


11
Contingent Liabilities


The Company provided corporate guarantees amounting to RM9,202,000 for the banking facilities granted to certain subsidiary companies. 



7 Off Balance Sheet Financial Instrument


There was no off balance sheet financial instrument as at 18 April 2002.

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)




On 28 January 2000, D'nonce (M) Sdn Bhd (hereafter “D’nonce”) 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. On 21 February 2000, the Defendant had applied to the court to set aside Writ of Distress and claimed for damages as a result of  wrongful distress. The Defendant's application was heard on 16 June 2000 and on 21 June 2000.  The court set aside the Distress Order and fixed 4 August 2000 for assessment of damages.  On 28 June 2000, D'nonce (M) Sdn Bhd filed an appeal to the High Court against the Session Court's decision to set aside the Distress Order.  D’nonce had  also file an application for leave to appeal on 15 March 2001.

As at 18 April 2002, the hearing of assessment for damages is adjourned to 19 August 2002 for mention pending the outcome of the appeal in the High Court. As for D’nonce’s application for leave to appeal, the High Court had fixed a date ie: 8 May 2002 for the decision of the said application to be delivered.  The hearing of appeal against the Session Court’s decision had currently been taken off from the Court hearing list pending the outcome of the said application for leave to appeal.

8 Segmental Reporting









	Business Segments
	Revenue

RM’000
	(Loss)/Profit Before Taxation

RM’000
	Total Assets Employed

RM’000

	Investment Holding
	-
	(502)
	6,592

	Sales & Distribution
	11,620
	(2,493)
	18,627

	Design & Conversion
	7,379
	1,134
	28,468

	Contract Manufacturing
	5,229
	(3,696)
	26,015

	
	24,228
	(5,557)
	79,702


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





 

Current quarter revenue is recorded at RM12.2 million with loss before taxation of RM3.3million as compared to revenue of RM12.1 million with loss before taxation of RM2.2 million in the preceding quarter.   Higher operating costs arising from shorter number of production days from Dec 2001 to Feb 2002 and initial start up cost of the JIT hub program has suppressed the Group’s earnings.  In addition, the earnings was further depressed by the inventory write down and provision of doubtful debts during the quarter.

16
Review of Performance of the Group








The Group recorded revenue of RM24.2 million and loss before taxation of RM5.6 million against a revenue of RM40.9 million and profit before taxation of RM3.3 million in the preceding year corresponding period. The market demand in the first half of the financial year is still weak as compared to the preceding year corresponding period due to weak global spending on computers and the related ancillaries, and also the effect of the low seasonal demand during this period.  Besides,  current situational demand of  high mix low volume products had led to capacity utilization not being optimized thus further eroded on the Group’s  profit margin. 

17
Subsequent Material Event





 There was no subsequent material event as at 18 April 2002.


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.




10 Current Year Prospects

The global decline in demand for computers and related electronics equipments in the preceding quarters has translated in the significant drop in orders for the Group and thereby affected its revenue and earnings. 

Notwithstanding the above, many professional reports have forecasted  the beginning of the recovery in the semiconductor sector  where it will improve the demand condition as inventory levels are diminishing.  In order to gain  more market share and gradually improve the revenue and earnings base of the Group, the directors and management have taken proactive actions which among others  includes refocus on the core and profitable products, expands into export markets and embarks into other sectors other than electronic and electrical sectors to reduce its dependency in the long run.  With strong financial position, refocus on the business strategies and intensifying marketing efforts will enable the Group to ride through the economic slowdown. 

11 Actual Profit vs. Forecast Profit






N/A

12 Dividend


N/A






By Order of the Board








Gunn Chit Geok
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