SMIS Corporation Berhad

(Company No. 491857-V)

Notes To Quarterly Report On Consolidated Results For

The Financial Quarter Ended 31st December 2001


1.
Accounting policies

The quarterly proforma financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the audited financial statements and in accordance with applicable approved accounting standards in Malaysia.

The proforma financial statements had been prepared based on the management accounts of SMIS Corporation Berhad, Grand Carpet Industries Sdn Bhd, Sanyco Grand Industries Sdn Bhd and Machinery & Industrial Supplies Sdn Bhd as at 31 December 2001 and are provided for illustrative purpose only to show the effects of the Restructuring Scheme, as disclosed in Note 7 below, on the assumption that the restructuring scheme had been effected on 31 December 2001.

2.
Exceptional item


There were no exceptional items during the quarter under review.

3.
Extraordinary item


There were no extraordinary items during the quarter under review.

4.
Taxation

There is no tax charged for the quarter under review.

5.
Sales of unquoted investments and /or properties

There were no sales of unquoted investment and/or properties during the current financial year to date.

6.
Purchase or disposal of quoted securities

There was no purchase or sale of quoted securities during the quarter under review.

7.
Changes in the composition of the Company


Subsequent to quarter under review, as part of the restructuring and listing exercise of the Company on the Second Board of the Kuala Lumpur Stock Exchange, which was approved by the relevant authorities, the Company completed the following transactions:

(a) Acquisition of 1,164,978 ordinary shares of RM1.00 each in Grand Carpet Industries Sdn Bhd (“GCI”), representing 75.83% of the issued and paid-up capital of GCI, for a purchase consideration of RM17,166,219 satisfied by an issuance of 14,801,000 new ordinary shares of RM1.00 each in SMIS at an issue price of approximately RM1.16 per share credited as fully paid-up, and acquisition of 371,324 ordinary shares of RM1.00 each representing 24.17% of the issued and paid-up capital of GCI for a cash consideration of RM5,471,548 to be settled at a later date.

The total purchase consideration of RM22,637,767 for the acquisition of GCI was arrived at on a willing-buyer willing-seller basis based on the net tangible assets (“NTA”) of GCI and its subsidiary as at 31 December 1999 of RM22,637,767.
(b) Acquisition of 2,450,000 ordinary shares of RM1.00 each in Sanyco Grand Industries Sdn Bhd (“Sanyco”), representing 49.00% of the issued and paid-up capital of Sanyco, for a purchase consideration of RM4,036,821 satisfied by an issuance of 3,480,000 new ordinary shares of RM1.00 each in SMIS at an issue price of approximately RM1.16 per share credited as fully paid-up, and acquisition of 2,550,000 ordinary shares of RM1.00 each representing 51.00% of the issued and paid-up capital of Sanyco for a cash consideration of RM4,201,589 to be settled at a later date.  The total purchase consideration of RM8,238,410 for the acquisition of Sanyco was arrived at on a willing-buyer willing-seller basis based on the NTA of Sanyco as at 31 December 1999 of RM8,238,410.

c)
Acquisition of 7,210,000 ordinary shares of RM1.00 each in Machinery & Industrial Supplies Sdn Bhd (“MIS”), representing the entire equity interest therein, for a purchase consideration of RM22,225,297 satisfied by an issuance of 19,149,000 new ordinary shares of RM1.00 each in SMIS at an issue price of approximately RM1.16 per share credited as fully paid-up.

The purchase consideration of RM22,225,297 for the acquisition of MIS was arrived on a willing-buyer willing-seller basis based on the NTA of MIS and its associate as at 31 December 1999 of RM22,225,297.
The Securities Commission had approved the payment of special tax exempt dividends of RM3,500,000 by GCI, RM500,000 by Sanyco and RM900,000 by MIS totaling RM4,900,000 to the existing ultimate shareholders of GCI, Sanyco and MIS prior to the restructuring scheme as stated above.

8.
(a)
Status of corporate proposals announced

As disclosed in the Company’s Prospectus dated 13 March 2002, the Company will seek the listing of and the quotation for its enlarged share capital of 44,800,000 ordinary shares of RM1.00 each on the Second Board of the Kuala Lumpur Stock Exchange on 16 April 2002 upon completion of the following corporate exercise:

a) The acquisitions of GCI, Sanyco and MIS as disclosed in Note 7 above.

b) Public issue of 7,360,000 new ordinary shares of RM1.00 each at public issue price of RM1.15 per share, thereby increasing the issue and paid up share capital to RM44,800,000 comprising 44,800,000 ordinary shares of RM1.00 each. 

The Public Issue Shares of 7,360,000 new ordinary shares of RM1.00 each comprises:

(i) 3,740,000 new ordinary shares of RM1.00 each available for application at an issue price of RM1.15 per ordinary share payable in full on application; and

(ii) 3,620,000 new ordinary shares of RM1.00 each by way of private placement to identified investors at an issue price of RM1.15 per ordinary share payable in full on application.

(b)
Status on utilisation proceeds
The total gross proceeds of RM8,464,000 from the Public Issue will be utilised over a period of two (2) years from 2002 to 2003 in the following manner:




RM’000

(i)
Repayment of bank borrowings

1,357

(ii)
Capital expenditure

3,604

(iii)
Working capital

935

(iv)
Estimated listing expenses

2,568


Total

8,464

9.
Issuances and repayment of debt and equity securities

Apart from the issuance of equity security pursuant to the listing exercise as explained in Note 8, there were no issuance and repayment of Debt and Equity Securities, share buy- backs, share cancellations, shares held as treasure shares and resale of treasury shares for the current financial year to date.

10.
Group borrowings and debt securities

Group borrowings (all denominated in Malaysian currency) presented on a proforma basis as at 31 December 2001 are as follows:


Secured

RM’000
Utilisation of listing proceeds

RM’000
Total

RM’000

Repayable within twelve months




Bank Overdraft

939
-

939

Trust Receipts

472
-

472

Term Loans

528
(396)

132

Hire purchase

29
  (29)
-

Subtotal

1,968
(425)

1,543

Repayable after twelve months




Term Loan

928
  (928)
-

Hire purchase

4
      (4)
-

Subtotal

932
  (932)
-

Grand total

2,900
(1,357)

1,543

11.
Contingent liabilities


There were no contingent liabilities during the quarter under review.

12.
Financial instruments with off balance sheet risks

There were no financial instruments with off balance sheet risks during the quarter under review.

13.
Material litigation


There was no pending material litigation as at date of this quarterly report.

14.
Segmental reporting

Not applicable at the date of this report.

15.
Material change in the quarterly results compared to preceding quarter’s results

Not applicable as this is the first quarterly report issued by the Company.

16.
Review of the performance

This Group results primarily consist of the results of the Company (i.e. expenses incurred todate) as restructuring scheme is assumed to be effected on 31 December 2001.

17.
Material events

In the opinion of the Directors, there were no other item or transaction has arisen which would substantially affect the results of the Company and of the Group for period between  31 December 2001 and the date of this report other than those acquisitions as disclosed in Note 7 above.

18.
Seasonal or cyclical factors

Not applicable for the quarter under review.

19.
Current year prospects

The Directors of SMIS expect the Group to achieve growth in its core businesses, due to:

a) The increasing demand for automobiles, which will lead to increased demand for the Group’s products; and

b) The continuing success of the national car project in the domestic and export car markets, which will augur well for the Group’s products.

In view of the above, the Directors of SMIS expect the Group’s prospect to be reasonably good.

20.
Variance of actual profit from profit forecast and shortfall in profit guarantee


Not applicable.

21.
Dividend

The directors do not recommend any dividend to be paid for the financial year ended 31 December 2001.
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