D’NONCE TECHNOLOGY BHD.

(503292-K)


Notes to the unaudited results of the Group for the second quarter ended 28 February 2003.





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.


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.

6
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.

5 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 six months ended 28 February 2003 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
	22,186
	9,894
	22,834
	881
	-
	-
	55,795

	Inter-segment sales
	-
	703
	13,043
	1,648
	33
	(15,427)
	-

	Total segment revenue
	22,186
	10,597
	35,877
	2,529
	33
	(15,427)
	55,795

	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	

	Segment results
	(62)
	(1,232)
	1,371
	(279)
	(780)
	631
	(351)

	Unallocated expenses
	
	
	
	
	
	
	-

	Operating loss
	
	
	
	
	
	
	(351)

	Interest expense
	
	
	
	
	
	
	(746)

	Loss before taxation and  

    minority interest
	
	
	
	
	
	
	(1,097)

	Taxation
	
	
	
	
	
	
	(328)

	Minority interest
	
	
	
	
	
	
	(192)

	Dividend
	
	
	
	
	
	
	(19)

	Net loss for the period
	
	
	
	
	
	
	(1,636)

	
	
	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	
	
	

	Segment total assets   

    Employed
	9,649
	23,256
	50,674
	3,637
	1,441
	-
	88,657

	
	
	
	
	
	
	
	

	Depreciation
	17
	1,260
	859
	180
	60
	
	2,376

	
	
	
	
	
	
	
	


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 following material events has taken place subsequent to the Balance Sheet date:

(i) on 1 March 2003, Attractive Venture (JB) Sdn. Bhd.(“AVJB”) has consolidated its operation by shutting down its plastic injection moulding division in Johore as a result of the soft demand from the market. Henceforth, AVJB will be showing a better performance. An estimate of its financial effect to the Group cannot be ascertained as at the date of this announcement.

(ii) on 1 March 2003, D’nonce Electronics Sdn. Bhd. has transferred all its business operations to D’nonce (M) 

Sdn. Bhd. The rationale of the transfer above is to streamline the business activities to eliminate the duplication of the resources and to reduce cost. 

11
Changes in the Composition of the Group

The changes in the composition of the Group are as follows:

(i)   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 RM17,976,000 for the banking facilities granted to certain subsidiary companies.

13
Review of Performance of the Group








The Group’s loss before taxation for the current quarter and cumulative quarter have reduced by 84% and 80% respectively as compared to previous year. The improvement in the Group performance was mainly attributed to aggressive revenue increasing strategy, the streamlining exercises and the Group cost reduction exercise especially in contract manufacturing operations. 

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 RM29.7 million which represent a 14% increase in revenue. The loss before taxation for current quarter was also reduced by 6% as compared to immediate preceding quarter. 

15
Current Year Prospects

Even as economic recovery were expected with the end of the attack on Iraq, another catastrophy had befallen upon the world with the widespread infection of the SARS disease more particularly in the Asian region thus affecting overall business climate. However, the Group is glad to report the positive outcome of the managements actions in revenue increasing and costs cutting strategies. The strategy of diversifying to market other than the electronic and electrical sector and the above actions will return the Group to a positive figure from operations.

6 Profit Forecast And Profit Guarantee

Not applicable.

7 Taxation

	
	Individual Quarter Ended

28 February 2003

RM’000
	Cumulative Quarter Ended

28 February 2003

RM’000

	Based on profit for the period:

Taxation – current year

Transfer to / (from) deferred taxation
	40

53
	253

75

	Total tax expenses
	93
	328


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

(ii) 
the shareholders of the Company at an Extraordinary General Meeting ("EGM") on 26 February 2003

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; 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

In view of the prevalent week market sentiments and economic uncertainty which had dampened the interest in the new subscription in general. The Company has on 3 April 2003, seek for an extension of six months to 5 November 2003 for the implementation of private placement from the Securities Commission.

As at 19 April 2003, the extension is pending approval from the Securities Commission.  


(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 28 February 2003

RM’000

	Secured :

Short Term
	13,619

	Long Term
	4,861

	Total 
	18,480

	Unsecured:

Short Term
	1,549

	Long Term
	5

	Total   
	1,554



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 19 April 2003.

23
Material Litigation








As at 19 April 2003, the Group is not engaged in any material litigation as at the date of this report.

24
Dividend

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


25
Losses Per Share


The basic losses per ordinary share for the current and cumulative quarter of 1.74 sen and 4.09 sen are calculated by dividing the net losses attributable to ordinary shareholders for the current and cumulative quarter of RM697,000 and RM1,636,000 by the number of ordinary shares capital of 40,000,000 shares respectively.



By Order of the Board








Gunn Chit Geok

Yeap Kok Leong

Company Secretaries

25 April 2003

Pulau Pinang
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