UDS CAPITAL BERHAD (502246-P)

Quarterly Report on consolidated results for the 2nd financial quarter ended 28 February 2005


NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Accounting Policies

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The condensed interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 August 2004.

The accounting policies and methods of computation used in the preparation of the interim financial reports are consistent with those adopted in the audited financial statements for the year ended 31 August 2004.

A2.
Auditors’ Report

The auditors’ report of the audited financial statements for the financial year ended 31 August 2004 was not subjected to any qualification.
A3.
Seasonal/Cyclical Factors

There were no significant seasonal or cyclical factors which have materially affected the results of the Group for the second quarter.

A4.
Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the financial period under review.
A5.
Changes in Estimates

There are no changes in estimates of accounts reported in prior interim periods of the current or prior financial year.


A6.
Issuance of Equity or Debts Securities

During the current year quarter, 2,520,000 new ordinary shares of RM0.50 share each were issued at an issued price of RM0.73 per share pursuant to the exercising of option under the Employee Share Option Scheme. 

A7.
Dividend Paid

The Company on 29 January 2005 had made the payment of first and final dividend of 5% less 28% tax amounted to RM1,518,000 in respect of the financial year ended 31 August 2004 to depositors registered in the Records of Depositors at close of business on 18 January 2005.

The above first and final dividend was duly approved by members at the fifth (5th) Annual General Meeting on 12 January 2005.
A8.
Segmental Reporting


Analysis by Segment 
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REVENUE

External Sales

               -   

        17,406 

        29,207 

               -   

        46,613 

Inter-segment revenue

               -   

        10,725 

          3,666 

       (14,391)

               -   

Total

               -   

        28,131 

        32,873 

       (14,391)

        46,613 

RESULTS

Operating profit/(Loss)

             (79)

          3,321 

          3,132 

               -   

          6,374 

Interest expense, net

                7 

            (781)

            (452)

               -   

         (1,226)

Share of loss of 

associates company

               -   

               -   

               -   

               -   

               -   

Profit before taxation

             (72)

          2,540 

          2,680 

               -   

          5,148 

Taxation

               -   

            (369)

            (676)

               -   

         (1,045)

Profit after taxation

             (72)

          2,171 

          2,004 

               -   

          4,103 

Minority Interest

               -   

               (1)

               -   

               -   

               (1)

Profit for the period

             (72)

          2,170 

          2,004 

               -   

          4,102 

(in RM ‘000)

A9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

A10.
Material Subsequent Events

As at the date of issue of this quarterly report, there were no material events subsequent to the end of this period reported on that have not been reflected in the financial statements for the said period.
A11.
Changes in Composition of the Group

There were no changes in the composition of the Group since the last annual financial statement.

 A12.
Contingent Liabilities or Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual financial statements.

A13.
Capital Commitments

	
	
	As at 

28.02.2005
	
	As at

31.08.2004

	
	
	RM’000
	
	RM’000

	Property, plant and equipment
	
	
	
	

	   Approved but not contracted for
	
	85
	
	285


A14.
Significant Related Party Transactions

There were no significant related party transactions since the last annual financial statements.

ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

B1.
Review of Performance

Turnover for the current year quarter is RM24,332,000 compared to RM23,021,000 in the preceding year corresponding period representing an increase of 5.7% in turnover of the current year quarter as compared to the preceding year corresponding quarter.

The Group recorded a profit before tax of RM2,503,000 for the current year quarter, an increase of 49.1% compared to the profit before tax of RM1,679,000 in the preceding year corresponding quarter.

In the opinion of the Board of Directors, no item, transaction or event of a material and unusual nature has arisen which would affect substantially the results of the operation of the Group for the period from 28 February 2005 to the date of issue of this quarterly report.
B2.
Variation of Results against Preceding Quarter

For the quarter under review, the Group achieved a profit before taxation of  RM2,503,000 for this quarter as compared with  a profit before taxation of RM2,670,000 for the preceding quarter, a dropped of 6.3%. This is mainly due to payment of bonuses to staff in the current quarter by the subsidiary companies.

B3.
Prospect for the Current Financial Year

Barring any unforeseen circumstances, the group expects that business prospects for the coming financial year to remain profitable.

B4.
Variance from Profit Forecast

Not applicable as no profit forecast was published.

B5.
Tax Expense

	
	
	Current Year Quarter
	
	Preceding Year Corresponding Quarter

	
	
	RM’000
	
	RM’000

	Income Tax
	
	
	
	

	- Provision for the period
	
	513
	
	325

	
	
	
	
	


The taxation charge disproportionate to the operating results is mainly due to the claim of reinvestment allowances and of export allowances

B6.
Profit or loss on Sale of Investments and/or Properties

During the current year quarter, the group made a profit after Real Property Gain Tax of RM142,000 from disposal of a piece of industrial land.

B7.
Quoted Securities

There was no purchase or disposal of quoted securities for the current year quarter.

B8.
Status of Corporate Proposal

The Group has proposed:-

a) proposed renounceable rights issue of up to a maximum of 23,000,000 new ordinary shares of RM0.50 each in UDS ("Rights Shares") together with up to a maximum of 23,000,000 free detachable warrants ("Warrants") on the basis of one (1) Rights Share with one (1) free warrant for every four (4) existing ordinary shares of RM0.50 each ("Shares") held on a date to be determined, at an indicative issue price of RM0.90 per Rights Share ("Proposed Rights Issue with Warrants");

b) proposed bonus issue of up to a maximum of 23,000,000 new ordinary shares in UDS ("Bonus Shares") on the basis of one (1) Bonus Share for every one (1) Rights Share subscribed by the existing shareholders of UDS and/or their renouncees pursuant to the Proposed Rights Issue with Warrants ("Proposed Bonus Issue");

c) proposed increase in authorised share capital of UDS from RM50,000,000 comprising 100,000,000 Shares to RM100,000,000 comprising 200,000,000 Shares ("Proposed Increase in Authorised Share Capital"); and

d) proposed transfer of the listing of and quotation for the entire enlarged issued and paid-up share capital of UDS from the Second Board to the Main Board of Bursa Malaysia Securities Berhad ("Proposed Transfer of Listing")

The relevant applications to the relevant authorities namely the SC in relation to the Proposed Rights Issue with Warrants and Proposed Transfer of Listing and the MITI in relation to Proposed Rights Issue with Warrants have been submitted to the SC and MITI on 9 March 2005.

The Securities Commission ("SC") has vide its letter dated 6 April 2005 (which was received on 7 April 2005) approved the Proposed Rights Issue with Warrants and the listing of up to 23,000,000 new ordinary shares of RM0.50 each and up to 23,000,000 warrants on the Second Board of Bursa Malaysia Securities Berhad ("Bursa Securities"), subject to the condition that UDS is to disclose the status of the utilisation of proceeds raised from the Proposed Rights Issue with Warrants in its quarterly and annual reports until the proceeds are fully utilised. 


However, the SC had vide its letter dated 6 April 2005, not approved the Proposed Transfer of Listing on the basis that the minimum profit record requirement for listing on the Main Board of Bursa Securities of RM8 million for the most recent financial year has not been met after excluding gains from the disposal of property, quoted and unquoted investments amounting to RM0.754 million. Based on the most recent financial year ended 31 August 2004, the audited consolidated profit after taxation of the UDS Group was RM8.44 million, which includes the gains from disposal of property, quoted and unquoted investments amounting to RM0.754 million.

On behalf of the Board of Directors of UDS, Malaysian International Merchant Bankers Berhad (”MIMB”) has on 22 April 2005 appealed to the SC to reconsider its decision of not approving the Proposed Transfer of Listing based on the justifications as follows:-

(i) The Disposal Gains do not constitute “Extraordinary Items” as defined in MASB Standards 3 (“MASB 3”); and

(ii) The Disposal Gains represent income derived from the disposal of property, plant and machinery which were previously used in the ordinary course of businesses of the UDS Group and that from investments to maximise return on excess operation cash reserves, which should be considered incidental to the ordinary course of businesses of the UDS Group.

The Proposed Rights Issue with Warrants together with the Proposed Bonus Issue, is now pending the following approvals:-

(i)
the Ministry of International Trade and Industry for the Proposed Rights Issue with Warrants;


(ii) 
Bursa Securities for:-

(a) the listing of and quotation for the new ordinary shares of RM0.50 each ("Shares") to be issued pursuant to the Proposed Rights Issue with Warrants together with the Proposed Bonus Issue;

(b) the admission of the warrants to the Official List of Bursa Securities and the listing of and quotation for the warrants and the new Shares to be issued pursuant to the exercise of the warrants on Bursa Securities; and

(iii) the shareholders of UDS for the Proposed Rights Issues with Warrants at an extraordinary general meeting to be convened.

B9.
Borrowings and Debts Securities

The Group’s borrowings as at 28 February 2005 are as follows:-

	
	
	Secured
	
	Unsecured
	
	Total

	
	
	RM’000
	
	RM’000
	
	RM’000

	Short Term
	
	44,812
	
	-
	
	44,812

	Long Term
	
	541
	
	-
	
	541

	  
	
	45,353
	
	-
	
	45,353


B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risks at the date of this quarterly report other than the following forward contracts to sell US Dollar in relation to the Group’s export sales: -

	Currency
	Outstanding Contract in USD '000
	Exchange Rate
	Equivalent in RM '000
	Expiry Date

	US Dollar
	170
	3.8000
	646
	31/03/2005

	US Dollar
	8
	3.8015
	30
	31/03/2005

	US Dollar
	243
	3.8015
	924
	05/04/2005

	US Dollar
	500
	3.8015
	1,901
	05/04/2005

	US Dollar
	158
	3.7930
	599
	10/05/2005

	
	1,079
	
	4,100
	


B11.
Material Litigation

The Group is not engaged in any material litigation for the current year quarter.

B12.
Dividend Payable

There is no dividend proposed in this financial quarter.

The first and final dividend of 5% less 28% tax in respect of the financial year ended 31 August 2004 which has been approved by members at the fifth (5th) Annual General Meeting on 12 January 2005, was paid on 29 January 2005.
B13.
Earnings Per Share

	
	Individual Quarter

28 February
	Cumulative Quarter

28 February

	
	2005
	2004
	2005
	2004

	Net profit for the period (RM’000)
	1,990
	1,352
	4,102
	3,302

	Weighted average number of ordinary shares in issue (‘000)
	83,329
	64,800
	82,787
	59,495

	Basic earning per share (sen)
	2.39
	2.09
	4.95
	5.55


By order of the Board

Tan Wang Giap

Secretary

Dated : 29 April 2005
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				Invesment Holding		Manufacturing		Marketing & Distribution		Elimination		Consolidated

		REVENUE

		External Sales		- 0		17,406		29,207		- 0		46,613

		Inter-segment revenue		- 0		10,725		3,666		(14,391)		- 0

		Total		- 0		28,131		32,873		(14,391)		46,613

		RESULTS

		Operating profit/(Loss)		(79)		3,321		3,132		- 0		6,374

		Interest expense, net		7		(781)		(452)		- 0		(1,226)

		Share of loss of associates company		- 0		- 0		- 0		- 0		- 0

		Profit before taxation		(72)		2,540		2,680		- 0		5,148

		Taxation		- 0		(369)		(676)		- 0		(1,045)

		Profit after taxation		(72)		2,171		2,004		- 0		4,103

		Minority Interest		- 0		(1)		- 0		- 0		(1)

		Profit for the period		(72)		2,170		2,004		- 0		4,102






