D’NONCE TECHNOLOGY BHD.

(503292-K)


Notes to the unaudited results of the Group for the second quarter ended 28 February 2006.




1 Accounting Policies


The quarterly financial statements of the Group are prepared in compliance with FRS 2004 134, Interim Financial Reporting and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 August 2005.


The accounting policies, method 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 2005 except for the following:-

      FRS 2004 119 Employee Benefits sections relevant to defined benefit plans were adopted for the first time    

      during the financial period ended 30 November 2005 and the relevant accounting policy is as follows:-

      Define benefits plans

      The Group operates a unfunded, defined benefit Retirement Benefit Scheme (“the Scheme”) for its eligible employees. The Group’s obligation under the Scheme, calculated using the Projected Unit Credit Method, is determined based on actuarial computations by independent actuaries, through which the amount of benefit that employees have earned in return for their service in the current and prior years is estimated. That benefit is discounted in order to determine its present value. Actuarial gains and losses are recognized as income or expense over the expected average remaining working lives of the participating employees when the cumulative unrecognized actuarial gains or losses for the Scheme exceed 10% of the higher of the present value of the defined benefit obligation and the fair value of plan assets. Past service costs are recognized immediately to the extent that the benefits are already vested, and otherwise are amortized on a straight-line basis over the average period until the amended benefits become vested.

The amount recognized in the balance sheet represents the present value of the defined benefit obligations adjusted for unrecognized actuarial gains and losses and unrecognized past service costs. The Group has elected to recognize the transitional liability in respect of the present value of the defined benefit obligations as an expense on a straight-line basis over 5 years as permitted by paragraph 160 of FRS 2004 119. 

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 2005 was not subjected 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.


4
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.

3 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 other issuances 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.               

4 Dividend Paid 

No dividend was paid during the financial year to date. 
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8
Segmental Reporting

The Group’s segmental analysis for the financial period ended 28 February 2006 is as follows:



8(a) Business segments:

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

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

	REVENUE
	
	
	
	
	
	

	External revenue
	27,065
	18,983
	35,318
	301
	-
	81,667

	Inter-segment revenue 
	5,866
	1,450
	9,680
	1,097
	(18,093)
	-

	Total segment revenue
	32,931
	20,433
	44,998
	1,398
	(18,093)
	81,667

	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	

	Segment results
	828
	2,236
	2,262
	(93)
	-
	5,233

	Unallocated corporate expenses
	
	
	
	
	
	(1,757)

	Operating profit
	
	
	
	
	
	3,476

	Finance costs, net
	
	
	
	
	
	(563)

	Profit before taxation and  Minority interest
	
	
	
	
	
	2,913

	Taxation
	
	
	
	
	
	(559)

	Minority interest
	
	
	
	
	
	          (897)

	Net profit for the period 
	
	
	
	
	
	1,457

	
	
	
	
	
	
	

	ASSETS
	
	
	
	
	
	

	Segment total assets   
	14,086
	25,534
	48,835
	1,741
	-
	90,196

	Unallocated  corporate  assets
	
	
	
	
	
	252

	Goodwill on consolidation
	
	
	
	
	
	289

	Consolidated total assets
	
	
	
	
	
	90,737

	
	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	
	

	Segment liabilities
	4,423
	6,648
	26,555
	869
	-
	38,495

	Unallocated corporate liabilities
	
	
	
	
	
	2,332

	Consolidated total liabilities
	
	
	
	
	
	40,827

	
	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	
	

	Capital expenditure
	-
	1,049
	412
	34
	-
	1,495

	Depreciation
	93
	1,158
	1,102
	74
	-
	2,427

	Non-cash expenses other than depreciation and impairment losses
	
	
	
	
	
	206


 8(b) Geographical Segments:

        The Group operates in two principal geographical areas of the world. The Group’s areas of operation in Malaysia are principally contract manufacturing and supply of consumables and packaging materials.

       The Group’s operations in Thailand are mainly contract manufacturing and provision of Supply Chain Management Services

	
	Total revenue from

External Customers

RM ‘000
	Segment Assets

RM ‘000
	Capital Expenditure

RM ‘000

	Malaysia
	50,544
	72,343
	   441

	Thailand
	             31,123
	18,394
	1,054

	Consolidated
	81,667
	90,737
	1,495


9
Valuation of Property, Plant and Equipment

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

10
Subsequent Material Events 

Saved as the disclosure in note 20 (a), there were no material events that have taken place subsequent to the Balance Sheet date.  

11
Changes in the Composition of the Group

      There are no changes in the composition of the Group for the current quarter and financial year to date.

12
Changes in Contingent Liabilities and Assets

The Company provided corporate guarantees amounting to RM19,804,000 for the banking facilities granted to certain subsidiary companies.

13
Review of Performance of the Group








The Group’s revenue for the first half of FY2006 has grown by 13% to RM81.7 million as compared to the first half of preceding financial year. The profit before taxation has further improved from RM1.5 million in first half of the preceding year to RM2.9 million in first half of FY2006. The performance of all business segments is relatively encouraging as compared to previous years. The encouraging performance was attributed to better cost control, improved market condition and our investment in Thailand.

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


      The Group’s revenue is slightly lower than the immediate preceding quarter. Current quarter profit before  

      taxation is RM994,000 lower than immediate preceding quarter due to shorter number of production days during  

      the festive seasons.

15   Current Year Prospects

      Barring any unforeseen circumstances, the Group is confident to record a higher profit in this financial year. 

      Moving forward, the Group is expecting to further improve our earning base by rationalization of our operations and 

      activities throughout the Group besides venturing into new businesses.

5 Profit Forecast and Profit Guarantee

Not applicable.

6 Taxation

	
	Individual Quarter Ended

28 February 2006

RM’000
	Cumulative Quarter Ended

        28 February 2006

RM’000

	Based on profit for the quarter:

Taxation – current quarter

(Over) / Under provision for taxation in prior years     

Transfer to deferred taxation                                


	266

-

-
	559

-

-

	Total tax expenses
	266
	559


The effective taxation rate is lower than 28% primarily due to a foreign subsidiary enjoying pioneer status  

which exempt its profit from taxation.

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;

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

20 Corporate Proposal


20(a) Status of Corporate Proposals 


There were no corporate proposals announced but not yet completed as at the date of this report except as  

        follows:-

· Employees’ Share Option Scheme (ESOS)

(i) First tranche of ESOS options

The Company had on 20 November 2003 granted 3,851,000 options under the ESOS to the eligible employees at the option price of RM1.00 per share. By the deadline for the acceptance of the options on 19 December 2003, 3,270,000 options were accepted by the eligible employees. As at 31 March 2006, 1,101,000 options were exercised by the eligible employees at the option price of RM1.00 per share, leaving the balance of  2,169,000 options remained unexercised.  


    (ii) 
Second tranche of ESOS options

220,000 options were granted to the eligible employees on 16 March 2004 at the option price of RM1.34 per share. By the deadline for the acceptance of the options on 15 April 2004, 177,000 options were accepted by the eligible employees. As at 31 March 2006, the second tranche ESOS options has not yet been exercised by the eligible employees.
20(b) Status of Utilization of Proceeds from the ESOS

There were no proceeds during the current financial period.

   21  Group Borrowings and Debt Securities








        The Group Borrowings as at the end of the reporting period comprised secured term loan, bank overdrafts, bills   

        payable and hire purchases denominated in Ringgit Malaysia payable in the following manner:-



	
	As At 30 November 2005 

RM’000

	Secured:

Short Term
	11,887

	Long Term
	                    3,251

	Total 
	15,138

	Unsecured:

Short Term
	                   161

	Long Term
	                      5

	Total   
	    166

	Grand Total
	                     15,304


      Included in the above 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



As at 31 March 2006, the foreign exchange contracts that have been entered into by the Group to hedge its trade receivables and payables are as follows:-

	Financial Instruments

(Matured Within 6 months) 
	Contract Amount (USD’000)
	Equivalent Amount

(RM’000)

	Foreign Exchange Contract
	1,700
	6,300



The instrument above is viewed as a risk management tool by the Group and is not used for trading and speculative purposes. The gain and losses on foreign exchange contracts are recognized in the income statements upon realization.

23
Material Litigation


The Group is not engaged in any material litigation as at 31 March 2006 except for a claim by DAE-A Lead Wire Co., Ltd. (Dae- A) for a sum of approximately USD507,000 against a subsidiary company, D'nonce (M) Sdn Bhd (D'nonce) with regard to goods sold to D'nonce. D’nonce has claimed that the Plaintiff’s goods which have been fully accrued are defective and not according to specifications. Furthermore, D’nonce has correspondence with the Plaintiff establishing its complaints regarding the quality of the Plaintiff’s goods.  The legal advisers have advised the directors of the subsidiary that in view of this there is a likelihood that the Plaintiff’s claim may not succeed. 

No provision has been made by the directors of D’nonce for any further liabilities that may arise relating to the above claim.

24
Dividend

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


25
Earnings Per Share
         
                  

 
	Basic
	Current  period  3 months ended

28 February 2006
	Cumulative period

6 months

ended

28 February 

2006



	Net profit attributable to ordinary shareholders (RM’000)
	325
	1,457

	Number of ordinary shares in issue as at  28 February 2006 (‘000)
	45,101
	45,101

	Basic earnings per ordinary share (sen)

	0.72
	3.23


	Diluted
	Current  period  3 months ended

28 February

 2006
	Cumulative period 

6 months

ended

28 February

 2006

	Net profit attributable to ordinary shareholders (RM’000)
	325
	1,457

	Weighted average number of ordinary shares in issue (‘000)
	45,101
	45,101

	Adjustment for assumed exercise of share options (‘000)
	-
	-

	Adjusted weighted average number of ordinary shares 

for calculating diluted earnings per ordinary share(‘000)
	45,101
	45,101

	Diluted earnings per ordinary share (sen)
	0.72
	3.23


By Order of the Board








Gunn Chit Geok

Yeap Kok Leong

Company Secretaries

3 April 2006

Pulau Pinang
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