D’NONCE TECHNOLOGY BHD.

(503292-K)


Notes to the unaudited results of the Group for the first quarter ended 30 November 2002.








1 Accounting Policies


The quarterly financial statements of the Group are prepared in compliance with MASB 26, Interim Financial Reporting and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 August 2002, which is still pending shareholders’ approval.


The accounting policies, methods of computation and basis of consolidation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 August 2002 except for the additional adoption of new applicable approved accounting standards.

2 Audit Report of the Preceding Annual Financial Statements


The audit report of the Group’s annual financial statements for the year ended 31 August 2002 was not subject to any qualification.

3
Seasonality and Cyclical Operations




The Group is subjected to the cyclical effects of the electronic industry as a result of the volatility of demand.





3 Nature and Amount of Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flow that are Unusual Because of Their Nature, Size or Incidence.


There were no items affecting assets, liabilities, equity, net income or cash flow that are unusual because of their nature, size or incidence for the current quarter and financial year to date.

4 Material Changes in Accounting Estimates


There were no changes in accounting estimates of amounts reported in prior interim periods or the current financial period or changes in estimates of amounts reported in prior financial years.

5 Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities

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.

6 Dividend Paid

No dividend was paid during the financial year to date.

8
Segmental Reporting

The Group’s segmental analysis for the financial period of three months ended 30 November 2002 are as follows:


Business segments:

	
	Integrated Supply Chain Products And Services
	Contract Manufacturing Services
	Supply of Packaging Materials
	Plastic Injected Mould Products
	Investment Holding
	Eliminations
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE
	
	
	
	
	
	
	

	External sales
	9,136
	4,755
	11,447
	723
	-
	-
	26,061

	Inter-segment sales
	-
	666
	6,462
	756
	-
	(7,884)
	-

	Total segment revenue
	9,136
	5,421
	17,909
	1,479
	-
	(7,884)
	26,061

	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	

	Segment results
	(315)
	(431)
	954
	(103)
	(424)
	124
	(195)

	Unallocated expenses
	
	
	
	
	
	
	-

	Operating loss
	
	
	
	
	
	
	(195)

	Interest expense
	
	
	
	
	
	
	(370)

	Loss before taxation and  

    minority interest
	
	
	
	
	
	
	(565)

	Taxation
	
	
	
	
	
	
	(235)

	Minority interest
	
	
	
	
	
	
	(139)

	Net loss for the period
	
	
	
	
	
	
	(939)

	
	
	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	
	
	

	Segment total assets   

    employed
	5,168
	24,201
	48,920
	4,473
	1,575
	(278)
	84,059

	
	
	
	
	
	
	
	

	Depreciation
	2
	627
	423
	90
	30
	
	

	
	
	
	
	
	
	
	


9
Valuation of Property, Plant and Equipment

There were no changes in the valuation of property, plant and equipment for the current financial period.

10
Subsequent Material Events

The events which took place subsequent to the Balance Sheet date are as follows:

On 27 November 2002, both the Company and Safeskin Industries (Thailand) Ltd (“Safeskin”) terminated the MOU entered into on 15 October 2002 as Kimberley Clark Corp., the holding company of Safeskin, after due consideration, is not prepared to sell the printing and packaging business of Safeskin to the Company.

11
Changes in the Composition of the Group

On 25 September 2002, the Company acquired the remaining 12,500 ordinary shares of RM1.00 each in its subsidiary, D’nonce (KL) Sdn Bhd (“DKL”) from a minority shareholder at RM83,572. Subsequent to the said acquisition, DKL has become a wholly owned subsidiary of the Company. The said acquisition will comply with the 30% Bumiputera equity interest imposed by Foreign Investment Committee as an integral part of the listing condition of the Company.

12
Changes in Contingent Liabilities and Assets

The Company provided corporate guarantees amounting to RM17,615,000 for the banking facilities granted to certain subsidiary companies.

13
Review of Performance of the Group








The current financial quarter revenue is recorded at RM26.1 million with a loss before taxation of RM0.6 million. However, the quarterly revenue and results for the Group has improved as compared to the preceding year corresponding quarter. More focus on core products and strategy on marketing to sectors other than the electronic sector has enable the Group to improve on the bottom-line. 

14
Material Changes in the Profit Before Taxation for the Quarter Reported On as Compared With the Immediate Preceding Quarter





 

Group revenue for the current quarter is recorded at RM26.1 million which represent a 13% increased in revenue. The loss before taxation for current quarter was also reduced by 55% as compared to immediate preceding quarter.  The improvement in current quarter performance was mainly attributed to further cost cutting, selective products focus and marketing to non-electronic sectors. 

15
Current Year Prospects

The electronics sector continues to be sluggish awaiting demand for electronics products to pick up particularly in US. The Company is diversifying into other sectors to cushion its effects and to stabilize its earnings hence as can be seen from its quarterly performance for this quarter is better than that of the previous quarter. We are also trying to develop our own products so as not to be dependent on a few major customers / MNCs.   

7 Profit Forecast And Profit Guarantee

Not applicable.

8 Taxation

	
	Individual Quarter Ended

30 November 2002

RM’000
	Cumulative Quarter Ended

30 November 2002

RM’000

	Based on profit for the period:

Taxation – current year

Transfer to / (from) deferred taxation
	213

22
	213

22

	Total tax expenses
	235
	235


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.

18
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.

19
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 there from; and

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

20
(a) Status of Corporate Proposal 

There were no corporate proposal announced other than as mentioned below:

· Affin Merchant Bank Berhad, on behalf of the Company on 25 July 2002 announced the Company’s Proposed Employees’ Share Option Scheme (“ESOS”) which will involve the granting of new options to eligible employees and Executive Directors of the Group and its subsidiaries who meet the criteria of eligibility for participation in the Proposed ESOS. 

The approval on the proposed ESOS was obtained from the following authorities:-

(i) the Securities Commissions (“SC”) on 6 November 2002

The Proposed ESOS is pending for the below approvals:-

(i) the Kuala Lumpur Stock Exchange ("KLSE") for the listing of and quotation for the new shares to be issued pursuant to the exercise of options under the Proposed ESOS;

(ii) 
the shareholders of the Company at an Extraordinary General Meeting ("EGM") to be convened; and

(ii) any other relevant authorities, if any.

· Proposal to issue up to a maximum of 10% of its issued and paid-up capital by way of a private placement exercise ("Proposed Private Placement") was also announced on 26 September 2002 by Affin Merchant Bank Berhad on behalf of the Company. The Placement Shares will be placed with investor(s) other than the Directors and substantial shareholders of the Company and persons connected to them.

The approval on the Proposed Private Placement was obtained from the following authorities:-

(i)
the Securities Commissions (“SC”) on 6 November 2002

(ii) the Foreign Investment Committee (“FIC”), on 19 November 2002

(iii) the Ministry of International Trade and Industry (“MITI”), on 25 November 2002

The Proposed Private Placement is pending for the following approvals:-

(i) 
the KLSE, for the listing of and quotation for the Placement Shares; and

(ii) 
any other relevant authorities, if any.


(b) Status of Utilisation of Proceeds




Not applicable.

21
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 30 November 2002

RM’000

	Secured :

Short Term
	12,015

	Long Term
	5,317

	Total 
	17,332

	Unsecured:

Short Term
	1,742

	Long Term
	5

	Total   
	1,747



Included in the above, there is an amount of approximately RM5,000 in the long term loan  (unsecured portion), which represent 10% redeemable cumulative preference shares issued by a subsidiary of DTB, Logistic Solution Holdings Co., Ltd to third parties.

22
Off Balance Sheet Financial Instrument



There was no off balance sheet financial instrument as at 22 January 2003.

23
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. 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 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.

D’nonce’s appeal against the Session Court’s decision was heard and dismissed by the High Court on 18 June 2002. In view of the said dismissal, D’nonce’s intention was not to appeal further. The liquidator shall then proceed with their claim for damages for wrongful distress in the Session Court which was earlier adjourned to 19 August 2002 for mention.

As at 22 January 2003, D’nonce has proposed to settle the matter out of court which is pending for the agreement from the liquidator.

As at result of the above, D’nonce will incur a contingent liabilities of about RM28,328.

24
Dividend

The Directors will not be recommending any dividend for current financial period.


25
Losses Per Share


The basic losses per ordinary share of 2.35 sen is calculated by dividing the net losses attributable to ordinary shareholders of RM939,000 by the number of ordinary shares capital of 40,000,000 shares.



By Order of the Board








Gunn Chit Geok

Yeap Kok Leong

Company Secretaries

28 January 2003

Pulau Pinang
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