PENTAMASTER CORPORATION BERHAD (572307-U)
Notes To The Interim Financial Report For Quarter Ended 31 March 2010


1
Basis of Preparation


The interim financial report is unaudited and has been prepared in accordance with the requirements of Financial Reporting Standard (FRS) 134 “Interim Financial Reporting” and paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”). The figures for the cumulative period in the current quarter to 31 March 2010 have not been audited.

            The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2009.

The accounting policies and methods of computation adopted by the Group in these interim financial statements are consistent with those adopted for the annual audited financial statements for the year ended 31 December 2009, except for the following:
            i)  Adoption of New and Revised FRSs, IC Interpretations and Amendments

             In the current period ended 31 March 2010, the Group adopted the following new and revised FRSs, IC Interpretations and Amendments to FRSs and IC Interpretations which are applicable to its financial statements and are relevant to its operations:

                    FRS 7, Financial Instruments: Disclosures.

                    FRS 8, Operating Segments.

                    FRS101 (revised), Presentation of Financial Statements.

                    FRS 123 (revised), Borrowing Costs.

                    FRS 132 (revised), Financial Instruments: Presentation.

                    FRS 139, Financial Instruments: Recognition and Measurement.

                    IC Interpretation 9, Reassessment of Embedded Derivatives.

                    IC Interpretation 10, Impairment and Interim Financial Reporting.

                    Amendments to FRS 8
                    Amendments to FRS 139, FRS 7 and IC Interpretation 9

                    Amendment to FRS 117

                    Amendment to FRS 134

2  
Audit Report of Preceding Annual Financial Statements


The audit report of the Group’s most recent annual audited financial statements for the year ended 31 December 2009 was not subject to any qualification.

3 
Seasonal and Cyclical Factors

 
The Group sells its products and services to customers from various sub-sectors of the semiconductor and manufacturing industries.  As such, the Group’s performance will, to a certain extent, depend on the outlook and cyclical nature of the semiconductor and manufacturing industries.  Notwithstanding the cyclical nature of the semiconductor industry, the Group has a wide product range and customer base globally to mitigate any adverse developments affecting a particular geographical market and/or customer type.

4 
Unusual Items

 
There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period under review.

5 
Changes in Estimates


There were no changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter.

6
Valuations of Property, Plant and Equipment


The carrying values of property, plant and equipment have been brought forward, without amendment from the previous audited financial statements.

7 
Changes in Share Capital and Debt


There were no issuances, cancellations, repurchases and repayments of debt and equity securities for the period under review.
8 
Contingent Liabilities 


As at 31 March 2010, the Company has issued corporate guarantees amounting to RM37.9 million (31.12.09: RM37.9 million) as security for banking facilities granted to the Company and its subsidiaries of which RM30.8 million (31.12.09 : RM32.5 million) were utilized.
9
Capital Commitments


Capital commitments for the Group in respect of property, plant and equipment not provided for as at 31 March 2010 are as follows –

Approved but not contracted for 





- Grant assets





             RM7.8 million


- Others
 (machine)





RM1.6  million

10 Segmental Information
Results for quarter ended 31 March 2010
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Revenue

External revenue

                   6,206 

                   9,660 

                   2,714 

                      242 

                      478 

                           - 

                 19,300 

Inter-segment revenue

                      656 

                        18 

                      198 

                      157 

                        96 

                           - 

                   1,125 

Total revenue

                   6,862 

                   9,678 

                   2,912 

                      399 

                      574 

                           - 

                 20,425 

Results

Segment results

                     (162)

                      378 

                  (1,693)

                     (386)

                     (191)

                      286 

                  (1,768)

Finance cost

                           - 

                     (239)

                     (637)

                         (2)

                           - 

                       (82)

                     (960)

Profit/(Loss) before 

taxation

                     (162)

                      139 

                  (2,330)

                     (388)

                     (191)

                      204 

                  (2,728)

Taxation

                         (2)

                         (2)

                         (4)

                         (1)

                         (1)

                         (1)

                       (11)

Profit/(Loss) after taxation

                     (164)

                      137 

                  (2,334)

                     (389)

                     (192)

                      203 

                  (2,739)


Results for quarter ended 31 March 2009
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                   8,416 
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                      485 
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                        79 

                      871 

                        22 

                        13 

                        89 

                           - 

                   1,074 

Total revenue

                   8,495 

                   4,242 

                   5,142 

                      498 

                      330 

                           - 

                 18,707 

Results

Segment results

                  (2,716)

                  (1,805)

                  (2,294)

                      202 

                     (180)

                        16 

                  (6,777)

Finance cost

                       (87)

                     (267)

                     (612)

                       (11)

                           - 

                     (121)

                  (1,098)

Profit/(Loss) before 

taxation

                  (2,803)

                  (2,072)

                  (2,906)

                      191 

                     (180)

                     (105)

                  (7,875)

Taxation

                         (2)

                         (2)

                         (7)

                           - 

                         (1)

                         (1)

                       (13)

Profit/(Loss) after taxation

                  (2,805)

                  (2,074)

                  (2,913)

                      191 

                     (181)

                     (106)

                  (7,888)

       
11 
Events Subsequent to the End of the Period


There are no material events subsequent to the end of the period under review that have not been reflected in the interim financial statements.
12 
Review of Performance

The Group achieved the revenue of RM19.3 million for the first quarter, which is 9.4% higher compared to RM17.6 million for the corresponding period in 2009. The higher revenue achieved was mainly due to increase in orders received for contract manufacturing business and automated manufacturing equipment from semiconductor market. 

Over the same period, the Group’s loss before tax was lower at RM2.7 million against RM7.9 million in the previous corresponding quarter. This is the result of initiative undertaken by the Group in streamlining the workforce and embarking on cost rationalization and cost reduction measures to contain its operating expenses. 

13 
Material Changes in the Quarterly Results as Compared with the Preceding Quarter

 
For the current quarter, the Group’s revenue of RM19.3 million was higher than RM14.9 million registered in the preceding quarter. The higher sales were due to increase in customers’ orders from contract manufacturing business and semiconductor market. 

Notwithstanding the above, the Group recorded a loss before tax of RM2.7 million against a marginal profit before tax of RM24,000 in the preceding quarter due to a change in sales mix with a lower profit margin in the current quarter. 
14 
Current Year Prospect

There are signs of increase in demand from semiconductor industry customers. Barring any unforeseen circumstances, the Group is cautiously optimistic of achieving better revenue and profitability in 2010. 

15
Profit Forecast or Profit Guarantee


There was no profit forecast or profit guarantee issued by the Group.

16
Taxation


The taxation charge for the current quarter and year to date is as follows -






Current Quarter

Current Year to Date






      
RM’000

         RM’000 


Income tax payable

       
         11


                   11
17 
Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments or properties during the period under review.
18 
Purchase or Disposal of Quoted Securities



The Group is currently not holding any quoted securities and there were no purchase or disposal of quoted securities for the period under review.

19 
Changes in the Composition of the Group


There were no changes in the composition of the Group during the period under review. 

20 
Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this announcement.
21
Borrowings

The Group’s borrowings as at the end of the reporting quarter are as follows:-

	
	 RM'000 

	Short term borrowings (unsecured)
	

	Bank overdraft
	            333 

	Banker's acceptance and revolving credit
	          4,988 

	Term loan
	          7,108 

	
	        12,429 

	
	

	Short term borrowings (secured)
	

	
	

	Term loan
	          3,008 

	Banker's acceptance and revolving credit
	          4,685 

	
	          7,693 

	
	

	Total
	        20,122 

	
	

	Long term borrowings
	

	Term loan - unsecured
	        26,000 

	Term loan - secured
	        16,642 

	
	

	Total
	        42,642 


All borrowings are denominated in Ringgit Malaysia.

22 
Derivative Financial Instruments


There are no financial instruments that have not been recorded in the statement of financial position. 

For the quarter ended 31 March 2010, there have been no significant changes to the Group’s exposure to credit risk, market risk and liquidity risk from the previous financial year. Also, there have been no changes to the Group’s risk management objectives, policies and processes since the previous financial year end. Financial instruments are viewed as risk management tools by the Group and are not used for trading or speculative purposes.
23 
Material Litigations


There was no material litigation since the last annual balance sheet date until the date of this announcement.

24 
Dividends

The Board of Directors does not recommend any dividend in respect of the financial period ended 31 March 2010.
25 
Profit/(Loss) Per Share 

(a)
Basic Profit/(Loss) Per Share


The calculation of basic profit/(loss) per share for the period is based on the net profit/(loss) attributable to ordinary shareholders for the quarter and the financial period divided by  the  weighted average number of ordinary shares in issue during the period of 133,243,050 (2009 : 133,243,050).

(b)
Diluted Profit/(Loss) Per Share


The basic and diluted profit/(loss) per share for the current financial period are the same as there is no dilutive potential ordinary shares during the period.
The effect on the basic loss per share for the previous corresponding financial period arising from the assumed exercise of employees share options was anti-dilutive.  Accordingly, the diluted loss per share in the previous corresponding period is equal to the basic loss per share.
BY ORDER OF THE BOARD

LIM KIM TECK

Secretary

27 May 2010
5

