SMIS Corporation Berhad

(Company No. 491857-V)

(Incorporated in Malaysia)

and its subsidiaries

A
Notes To Interim Financial Report On Consolidated Results For


The First Quarter Ended 31st March 2003


A1
Accounting policies

This interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting. 

The accounting policies and methods of computation adopted by the Group in this report are consistent with those adopted in the financial statements for the year ended 31 December 2002.

The following notes explain the events and transactions that are significant to gain an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.

A2
Qualification of Annual Financial Statements

The financial statements of the preceding year for the Company were not subject to any qualifications.

A3
Seasonal or cyclical factors

Due to the weak market sentiments in the automotive industry and as reported by the Malaysian Automotive Association, there is a 6% decline in vehicle sales from 1st quarter 2003 compared to 1st quarter of 2002.


On the production side, total vehicle output for March 2003 dropped 12% compared to the 
same period a year earlier.

A4
Unusual nature and amount of items affecting assets, liabilities, equity, net income and cash flows

There are no unusual nature and amount of items affecting assets, liabilities, equity, net income and cash flows of the Group during the quarter under review.

A5
Material changes in estimates of amounts reported in prior periods in current financial year or prior financial years which have material effect in the current interim period

There are no material changes in estimates during the quarter under review.

A6.
Debts and equity security

There are no new debts and equity security issued during the year other than as disclosed in the financial statements for the year ended 31 December 2002.

A7.
Dividend

There are no dividend paid during the quarter under review.

Subject to the approval of the shareholders in the forthcoming Annual General Meeting, the directors recommend a 5% tax exempt dividend totaling RM2,240,000 in respect of the year ended 31 December 2002 to be paid at a date to be determined later.

A8.
Segmental reporting

Segmental analysis of the results and assets employed for 3 month period ended 31 March 2003



Investment
Automotive
Machinery



holding
parts
parts
Eliminations
Consolidated



RM’000
RM’000
RM’000
RM’000
RM’000


Business segments


Revenue from


   external customers
-   
11,373
4,173
-   
15,546


Inter-segment revenue
-   
-   
-   
-   
-   



------------------------------------------------------------------------------------



-   
11,373
4,173
-   
15,546



================================================


Segment results
(3)
40
319
521
883


Finance costs




(30)



----------


Profit before tax




853



=====


Segment assets
62,248
48,525
26,017
(56,791)
79,999


Segment liabilities
5,388
5,410
2,030
(5,210)
7,618


Unallocated liabilities




1,180



----------


Total liabilities




8,798



=====


Capital expenditure
0
2,356
13
-   
2,369


Depreciation and
0
594
85
(521)
158



amortisation

No segmental reporting has been prepared for geographical segments as the Group’s activities are predominantly carried out in Malaysia.

A9
Statement on the effect on interim results concerning valuation of property, plant and equipment brought forward without amendment from the previous annual financial statements.

There are no valuation of property, plant and equipment performed for the previous financial periods which have effects on current and previous interim results.

A10.
Material events

In the opinion of the Directors, there were no item, transaction or event of a material and unusual nature which has arisen which would substantially affect the results of the Group and the Company for the period between 31 March 2003 and the date of this report.

A11
Changes in the composition of the Company


On 16 October 2002, SMIS had acquired 3 ordinary shares of RM1 each representing the entire issued share capital of Sugihara Grand Industries Sdn Bhd (“Sugihara”) resulting in Sugihara being a wholly-owned subsidiary of SMIS. SMIS had further acquired 199,997 ordinary shares of RM1 each during the quarter ended 31 December 2002. Sugihara is currently a dormant company but its intended principal activity is to develop, manufacture and sell automotive interior products and components.

On 21 October 2002, SMIS entered into a joint venture agreement with Sugihara Hosei Kogyo Co., Ltd and Shinso Corporation for the purpose of engaging in the business of developing, manufacturing and selling automotive interior products. The parties involved will form a joint venture company to develop, manufacture and sell automotive interior products and components for the Japan and Asean market and any other business incidental to the joint venture company’s core business. SMIS will have an equity interest of 60% or RM2,520,000 in the joint venture company.

This joint venture will not have a material effect on the issued and paid up capital, consolidated net tangible assets and consolidated earnings of SMIS as at 31 March 2003. In the long term, the joint venture company is expected to contribute positively to the future earnings of SMIS Group.

The proposed joint venture is subject to approvals being obtained from the Ministry of International Trade and Industry and other relevant authorities. Approval dates from MITI and such is O/S.

On 17 March 2003, the issued and paid up capital of Sugihara was increased by RM3,392,557 with capital injection from SMIS Corporation Berhad, Sugihara Hosei Kogyo Co., Ltd and Shinso Corporation as part of the joint venture agreement. This resulted in a decrease in SMIS equity interest from 100% as at 31 December 2002 to 60% as at 31 March 2003.

A12.
Contingent assets and contingent liabilities


There were no contingent assets and contingent liabilities during the quarter under 
review.

A13.
Capital commitments

There are no capital commitments made by the Group in this quarter under review.

B1.
Review of performance

For the quarter under review, the Group recorded revenue and pre-tax profits of RM15.55 million and RM0.61 million respectively compared to the previous quarter which recorded revenue and pre-tax profits of RM16.42 million and RM2.23 million respectively.


The decrease in revenue and pre-tax profits in first quarter is mainly due to declining sales currently experienced in the automotive industry sector as well as relatively shorter working month in February.

B2.
Material change in the quarterly results compared to preceding quarter’s results


Factors contributing to material changes in the results for the current quarter as compared to the results of the preceding quarter are set out in Note B1.

B3.
Current year prospects

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

a) The demand for automobiles, which will lead to a 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.

B4.
Variance of actual profit from profit forecast


Not applicable to the Group.
B5.
Taxation

Taxation comprises:


Quarter ended
Period to date ended


31.3.2003
31.3.2003


RM’000
RM’000

Income tax expense
247
247


======
======

The Group’s effective tax rate is higher than the prima facie tax rate for the quarter under review and for the period to date mainly due to tax charge relates to tax on profits of certain subsidiaries which cannot be set-off against losses of other subsidiaries for tax purposes as group relief is not available.

B6.
Unquoted investments and properties

There were no profits on sale of properties as there were no disposals of properties during the period under review.

B7.
Quoted investments


Not applicable to the Group.

B8.
(a)
Status of corporate proposals announced


There are no new corporate proposals announced during the quarter under review and the progress of previous corporate proposals announced had been disclosed in the annual report for the year ended 31 December 2002.

B9.
Group borrowings and debt securities

Group borrowings (all denominated in Malaysian currency) at 31 March 2003 are as follows:


Secured

RM’000

Repayable within twelve months


Bank overdraft

179

Subtotal

179




Repayable after twelve months
     Nil

Subtotal

Nil

Grand total

179

B10.
Financial instruments with off balance sheet risks

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

B11.
Material litigation

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

B12.
Dividend

There are no dividend paid during the quarter under review.

Subject to the approval of the shareholders in the forthcoming Annual General Meeting, the directors recommend a 5% tax exempt dividend totaling RM2,240,000 in respect of the year ended 31 December 2002 to be paid at a date to be determined later.

B13.
Basic earnings per share


The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM606,000 and the weighted average number of ordinary shares outstanding during the quarter of 48,800,000.
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