Lipo Corporation Berhad ( Company No.491485-V )

A. NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE SECOND FINANCIAL QUARTER ENDED 31 DECEMBER 2002

1. Accounting policies and methods of computation

The interim financial report is not audited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9, Appendix 9B of the Listing Requirement of the Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are consistent with those adopted in the preparation of the annual financial statements for the year ended 30 June 2002, except that with effective from 1 July 2002, the Group has changed its accounting policy to conform with the requirement of MASB Standard No.25 : Income Taxes. With the change in accounting policy, the Group recognized deferred tax and has adjusted the cumulative potential tax liability relating to excess of capital allowance over depreciation against the opening retained earnings. 

2. Declaration of audit qualification

The preceding annual financial statements of the Group were reported without any qualification.

3. Seasonal or cyclical interim operations

The performance of the Group is generally dependent on the performance of the global electronics and telecommunication industries.

4. Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size or incidence

There were no unusual items during the reporting quarter that affecting assets, liabilities, equity, net income or cashflow of the Group.

5. Nature and amount of changes in estimates of amount reported in prior interim periods of the current financial year, which give a material effect in the current interim period

Other than those as disclosed in Note 1, there were no changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.

6. Issuances, cancellations, repurchases, resale and repayments of debt and equity security

There were no issuances of any debt or equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares during the interim period for the current financial year.

7. Dividends

A final dividend of 2% tax exempt in respect of the financial year ended 30 June 2002 amounted to RM1,006,460 has been approved by the shareholders at the third annual general meeting held on 27 December 2002 and paid on 28 January 2003. 

No interim dividend has been declared for the current financial quarter.

8. Group segment reporting 

The disclosure of segmental reporting is based on geographical region.

	For Six Months/Current Period  

Ended 31st December 2002
	Revenue

RM’000
	Loss

Before

Taxation

RM’000
	Total

Assets

Employed

RM’000

	Domestic 
	12,398
	(1,114)
	72,160

	China
	13
	(299)
	1,624

	Thailand
	778
	(147)
	3,908

	Total 
	13,189
	(1,560)
	77,692


	Corresponding Period

Ended 31st December 2001
	Revenue

RM’000
	Profit

Before

Taxation

RM’000
	Total

Assets

Employed

RM’000

	Domestic 
	15,558
	3,099
	86,262

	China
	-
	-
	-

	Thailand
	1,102
	140
	2,947

	Total 
	16,660
	3,239
	89,209


Segmental reporting by industry has not been prepared as the Group operates principally within one industry segment.

9. Valuation of property, plant and equipment

The valuation of property, plant and equipment have been brought forward without any amendment from the previous annual report.

10. Subsequent Events

There were no material events subsequent to the end of the current financial quarter.

11. Changes in composition of the Group

There were no changes in the composition of the Group in the current quarter.

12. Changes in contingent liabilities or contingent assets

The contingent liabilities of Lipo Corporation Berhad has increased to RM6.230 million as at 31st December 2002 ( 30 June 2002 – RM6.130 million )due to additional corporate guarantees given to secure hire purchase and banking facilities granted to subsidiaries.

B. ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENT

1. Review of performance

During the second quarter ended 31st December 2002, the Group’s revenue has dropped by RM0.824 million from RM8.048 million as registered in the preceding year corresponding quarter. The Group registered a pre-tax loss of RM0.657 million in the current financial quarter compared to a pre-tax profit of RM1.399 million in the preceding financial year corresponding quarter.

For the six months ended 31st December 2002, the Group recorded a revenue of RM13.189 million, representing a decrease of RM3.471 million or a drop of 21% from the preceding year corresponding period. The Group pre-tax profit also dropped from pre-tax profit of RM3.239 million to the pre-tax loss of RM1.560 million as registered in the current period ended 31st December 2002, representing a reduction of RM4.799 million or 148%. 

The unfavorable results reported above was mainly attributed to the significant drop in sales orders as a result of the continued slump in the electronics and telecommunication industries, the industries where the Group’s core business are related.
2. Comparison with preceding quarter’s result

For the quarter under review, the Group recorded a revenue of RM7.224 million, representing a growth of 21% from the preceding quarter. The Group made a loss before taxation and minority interest of RM0.657 million in the current quarter compared to the loss of RM0.903 million registered in the preceding financial quarter. The improved performance was attributable to rising contribution from its metal stamping division.

3. Prospects

Barring any unforeseen circumstances, the Board anticipates that the Group’s performance for the coming quarters remain unfavourable because of the uncertainty on the economic outlook.

4. Variance on forecast profit/ profit guarantee

No profit guarantee/ forecast was issued during the period.

5. Taxation

Taxation comprises the following :-





        INDIVIDUAL PERIOD           CUMULATIVE PERIOD
	Group
	Current Year

2nd Quarter

31/12/2002

RM’000
	Preceding Year

Corresponding

Quarter

31/12/2001

RM’000
	Current Year

To Date

31/12/2002

RM’000
	Preceding Year

Corresponding

Period

31/12/2001

RM’000

	Current year
	(30)
	(6)
	(47)
	(93)

	Deferred tax 
	*125
	-
	(50)
	-

	
	95
	(6)
	(97)
	(93)

	Under/(over) provision in prior years
	-
	-
	-
	-

	Total 
	95
	(6)
	(97)
	(93)


The deferred taxation provided in prior interim period of the current financial year amounting to RM125,000 shall be adjusted against the opening retained earnings in the current quarter in order to conform with the requirement of MASB 25 standard. 

6. Profit on sale of investments or properties

There were no profits on the sale of investments and properties for the current quarter and financial year-to-date.

7. Purchases and sales of quoted securities

There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

8. Status of corporate proposals

( i ) On 20 May 2002, Paradigm Precision Machining Sdn Bhd (“PPM”) a wholly owned subsidiary of Lipo Corporation Berhad (“LIPO”), has entered into a conditional Sales & Purchase Agreement (“SPA”) to acquire 2 units of 1 ½ storey semi-detached factory building from Plastictecnic (M) Sdn Bhd (“Plastictecnic”) for a total consideration of RM1,800,000.00. As at the date hereof the SPA is yet to be completed, pending approval from the local authority.

( ii ) The board of directors had on 30 June 2002 resolved that the Company would extent the deadline for the utilization of proceeds raised from the public issue from 30 June 2002 to 31 December 2002 and also a variation in the manner of which the proceeds will be utilized.

The utilization of Public Issue Proceeds as at 31 December 2002 after the variation takes effect is as follows :-

	
	Utilisation

Per SC 

Approval

RM’000
	Utilisation

Per Board

Approval

RM’000
	Amount 

Utilised

RM’000
	Balance 

Not 

Utilised

RM’000

	Purchase of machinery and equipment
	-
	1,425
	1,425
	-

	Repayment of borrowings
	9,975
	8,550
	8,550
	-

	Working capital
	6,395
	6,887
	6,887
	-

	Listing expenses
	1,900
	1,408
	1,408
	-

	Total 
	18,270
	18,270
	18,270
	-


9. Group Borrowing

	
	As At End Of 

 Current Quarter

31/12/2002

RM’000
	As At End Of

Preceding Year

30/6/2002

RM’000

	Short Term – secured
	1,307
	1,849

	Long Term – secured
	4,558
	4,558

	Total 
	5,865
	6,407


There were no foreign borrowings as at the date of this report.

10.  Financial instruments with off balance sheet risk

There were no financial instruments with off balance sheet risk as at the date of this quarterly report.

11. Material litigation

There were no material litigation pending at the date of this report.

12. Dividend

A final dividend of 2% tax exempt in respect of the financial year ended 30 June 2002 amounting to RM1,006,460 has been approved by the shareholders at the third annual general meeting held on 27 December 2002 and paid on 28 January 2003. 

No interim dividend has been declared for the current financial quarter.

13. Earnings Per Share

(a) Basic earnings per share

The calculation of basic earnings per share for the current year to date is based on the net profit attributable to ordinary shareholders of RM50,323,000.

(b) Fully diluted earnings per share

Not applicable.

