DATAPREP HOLDINGS BHD

Interim report for the quarter ended 30 June 2003

Notes to the Interim Financial Statements

1.
Basis of preparation

This unaudited interim report is prepared in accordance with MASB 26 “ Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 March 2003.

The same accounting policies and method of computation are followed in the interim financial report as compared with the audited annual financial statements for the year ended 31 March 2003, except for the adoption of MASB 25-Income Taxes which become effective for annual financial statements covering periods beginning on or after 1 July 2002. The changes and effects of adopting MASB 25 which resulted in prior year adjustments are as follows:

The Group and the Company have commenced recognition of deferred tax assets for all deductible temporary differences and unused tax losses, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences and unused tax losses can be utilized. Previously, deferred tax assets were not recognized unless there was reasonable expectation of their realization.

This change in accounting policy has been applied retrospectively and the comparative have been restated as follows: 

	
	
	2003

	Effects on accumulated loss
	
	

	At 1 April, as previously reported
	
	(65,541)

	Effects of adopting MASB 25
	
	4,747

	
	
	-----------

	At 1 April, as restated
	
	(60,794)

	
	
	=======


2. Audit qualification of the preceding annual financial statement

No qualification was stated in the Auditors’ Report on the annual financial statements for the year ended 31 March 2003.

3. Seasonality or cyclicality of the operations

The Group does not experience any seasonal or cyclical sales cycle. However, there may be fluctuations between the quarters due to the nature of the Group system integration businesses which are secured on a project by project basis.

4.
Material unusual items 

There were no other material unusual / exceptional items that affected the assets, liabilities, equity, net income or cash flows of the Group for the current quarter under review except for the compensation paid to employees in relation to the Voluntary Separation Scheme amounted to RM2.0 million.

5.
Changes in estimates 

There were no changes in estimates for the current quarter under review.

6. 
Issuances, cancellation, repurchase, resale and repayment of debt and equity securities

There were 585,000 ICULS-3 converted to 390,000 ordinary shares of RM1.00 each at conversion price of RM1.50 during the current quarter under review. The new shares rank pari passu in all respect with the existing shares.

7. 
Dividends

No dividends were paid by the Company since the previous financial year. 

8. 
Segmental information

The Group is providing five main services as follows:-

(i) Technology & software services

(ii) Outsourcing and managed services 

(iii) Consultancy & system integration

(iv) E-business & Investment

(v) Management services

The segmental analysis by services are as follows:-

	
	Outsourcing & managed services

RM’000
	Consultancy & system integration

RM’000
	E-business & investment

RM’000
	Technology & software services

RM’000
	Management services

RM’000
	Elimination

RM’000
	Group

RM’000

	3 months ended 

30 June 2003
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	External Sales
	17,479
	1,113
	150
	(55)
	0
	0
	18,687

	Inter-segment sales
	0
	0
	0
	0
	0
	0
	0

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

	Total revenue
	17,479
	1,113
	150
	(55)
	0
	0
	18,687

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

	RESULTS
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Segment result
	1,032
	85
	(336)
	(2,741)
	(2,826)
	0
	(4,786)

	Unallocated corporate expenses
	
	
	
	
	
	
	(252)

	Interest expenses
	
	
	
	
	
	
	(662)

	Interest income
	
	
	
	
	
	
	149

	Income tax
	
	
	
	
	
	
	(11)

	Minority interest
	
	
	
	
	
	
	(31)

	
	
	
	
	
	
	
	----------

	Net loss
	
	
	
	
	
	
	(5,593)

	
	
	
	
	
	
	
	======


	
	Outsourcing & managed services

RM’000
	Consultancy & system integration

RM’000
	E-business & investment

RM’000
	Technology & software services

RM’000
	Management services

RM’000
	Elimination

RM’000
	Group

RM’000

	3 months ended 

30 June 2002
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	External Sales
	13,285
	0
	98
	946
	0
	0
	14,329

	Inter-segment sales
	0
	0
	0
	0
	0
	0
	0

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

	Total revenue
	13,285
	0
	98
	946
	0
	0
	14,329

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

	RESULTS
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Segment result
	(882)
	0
	(263)
	(1,525)
	(413)
	0
	(3,083)

	Unallocated corporate expenses
	
	
	
	
	
	
	0

	Interest expenses
	
	
	
	
	
	
	0

	Interest income
	
	
	
	
	
	
	0

	Income tax
	
	
	
	
	
	
	(356)

	Minority interest
	
	
	
	
	
	
	372

	
	
	
	
	
	
	
	----------

	Net profit
	
	
	
	
	
	
	(3,067)

	
	
	
	
	
	
	
	======


9. 
Valuation of property, plant and equipment

The Group has not revalued its property, plant and equipment.

10. 
Subsequent material events

There were no subsequent material events as at 29 August 2003, the latest practical date which is not earlier than 7 days from the date of issue of this quarterly financial statements.

11.
 Effects of changes in the composition of the Group

As at 29 August 2003, the latest practical date which is not earlier than 7 days from the date of issue of this quarterly financial statements, there were no changes in the composition of the Group. 

12. 
Contingent liabilities (Unsecured)

As at 29 August 2003, contingent liabilities represent possible loss of RM400,000 ( RM400,000 as at 31st march 2003) that may arise from pending litigation initiated by a former employee of a subsidiary namely Dataprep Distribution Sdn Bhd, claiming for reinstatement on the alleged grounds of dismissal without cause or excuse. The date of 29 August 2003 referred herein is the latest practical date which is not earlier than 7 days from the date of issue of this quarterly financial statements.

13.
Review  of performance 

The Group recorded a higher revenue of RM 18.69 million for the 1st quarter of current financial year as compared to RM14.33 million for the corresponding quarter of the previous financial year. However, the Group suffered a loss before taxation of RM5.55 million for the current quarter under review. The increased loss against the loss before taxation of RM3.08 in the corresponding quarter of the previous financial year was attributable to the compensation paid to employees in relation to the Voluntary Separation Scheme (“VSS”) amounted to RM2.0 million.

14. 
Comparison with preceding quarter results.

The Group recorded a revenue of RM18.69 million and a loss before taxation of RM5.55 million for the current quarter as compared to the revenue of RM31.57 million and a loss before taxation of RM21.48 million for the preceding quarter. The substantial loss experienced in the preceding quarter was due to the incurrence of the unusual / exceptional expenses relating to computer software and development expenditure written off, allowance for doubtful debts and settlement of liabilities from corporate guarantees defaulted by former subsidiaries.
15. 
Prospects

In view of the present difficult economic conditions in the ICT sector, the Group continues its efforts to control operating costs and place greater emphasis on clients focus.

With these positive measures in place, the Board of Directors expects the Group’s performance for the remaining period of the current financial year to improve.

16
Variance for profit forecast / Shortfall in profit guarantee

  
Not applicable.

17.  
Taxation
	
	3 months ended
	3 months ended

	
	30.06.2003
	30.06.2002
	30.06.2003
	30.06.2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	Income tax
	(11)
	(356)
	(11)
	(356)

	Deferred tax
	0
	0
	0
	0

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

	
	(11)
	(356)
	(11)
	(356)

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


Despite the Group’s losses and in the absence of group tax relief, a taxation liability of RM 11,000 was provided as one of the subsidiary has chargeable income for the current quarter under review.

The Group has unused tax losses of approximately RM 70.96 million, subject to the agreement of the Inland Revenue Board, of which RM4.75 million has been recognized as deferred tax asset based on RM16.95 million of deductible temporary difference and unused tax losses. 

18. 
Sale of unquoted investments or properties 

There was no sale of unquoted investments or properties reported for the current quarter under review.

19.

Purchase or disposal of quoted securities

There was no investment in quoted securities and no such investment was purchased or disposed off for the current quarter under review.

20.
Status of Corporate Proposals

Restructuring Scheme

The restructuring scheme undertaken by the Group was completed on 15 November 2002. The RM53.03 million raised from the issuance of shares with warrants was utilized as follows:-

(i)
RM6.635 million was utilized for capital research and development expenditure for new business

(ii) 
RM2.200 million was utilized for investment in core activities/business

(iii) 
RM 26.830 million was utilized for working capital

(iv) 
RM1.200 million was utilized for expenses incur for the corporate proposal

As at 30 June 2003, the balance of the unutilized funds raised from the corporate proposal was RM16.165 million.

21. 
Group borrowings as at the end of the reporting period

Details of the Group’s bank borrowings as at 30 June 2003 are as follows:   

	Borrowings (Unsecured)
	As at 30.06.2003
	As at 31.3.2003

	
	RM’000
	RM’000

	Revolving credits
	0
	0

	Bankers acceptances
	1,805
	0

	Trust receipt
	0
	0

	Bank overdrafts
	2,358
	0

	Term loan
	0
	0

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

	Total
	4,163
	0

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


22. 
Financial instruments with off balance sheet risk
There was no financial instrument with off balance sheet risk as at 30 June 2003.

23. 
Material litigation

As at 29 August 2003, the latest practical date which is not earlier than 7 days from the date of issue of this quarterly financial statements, the directors are not aware of any material litigation other than as disclosed in the attached Appendix A.

24.
Dividend

The directors do not recommend any dividend for the current quarter under review.

25. 
Earnings per share

	
	3 months ended
	3 months ended

	
	30.06.2003
	30.06.2002
	30.06.2003
	30.06.2002

	(a) Basic earnings per share 
	
	
	
	

	
	
	
	
	

	Net (loss)/Profit for the period (RM’000)
	(5,593)
	(3,067)
	(5,593)
	(3,067)

	Weighted average number of ordinary shares in issue (‘000)
	61,562
	55,995
	61,562
	55,995

	Basic earnings per share (sen)
	(9.09)
	(5.48)
	(9.09)
	(5.48)

	
	3 months ended
	3 months ended

	
	30.06.2003
	30.06.2002
	30.06.2003
	30.06.2002

	(b) Diluted earnings per share


	
	
	
	

	Net (Loss)/Profit for the period (RM‘000)
	(5,593)
	(3,067)
	(5,593)
	(3,067)

	Adjusted profit for 4%ICULS (RM’000)
	396
	N/A
	396
	N/A

	Net (Loss)/Profit for diluted earning
	(5,197)
	(3,067)
	(5,197)
	(3,067)

	Weighted average number of ordinary shares in issue (‘000)
	61,562
	55,995
	61,562
	55,995

	Adjustment for 4% ICULS (‘000)
	36,773
	N/A
	36,773
	N/A

	Weighted average number of ordinary shares for diluted earning per share (‘000)
	98,335
	55,995
	98,335
	55,995

	Diluted earnings per share(sen)
	(5.28)
	(5.48)
	(5.28)
	(5.48)


26.
Capital commitment 

The Group has not committed any capital expenditure for the current quarter under review.

27.
Irredeemable Convertible Unsecured Loan Stock (“ICULS”)


The Group and Company



2003



RM'000




Face value of ICULS issued - 4% ICULS - 3
30,000



                                                          - 4% ICULS - 5
34,062


Converted to shares 
(8,902)




------




55,160



Less: Equity Conversion component
(47,813)




-----------



Liability component as at 30 June 2003
7,347




=======


As full settlement of the borrowings pursuant to the Restructuring Scheme, the Company on 6 August 2002 issued RM64,062,520 Irredeemable Convertible Unsecured Loan Stock (“ICULS”) as follows:-

(i) 30,000,000 3 years 4% ICULS at nominal amount of RM1.00 each.

(ii) 34,062,520 5 years 4% ICULS at nominal amount of RM1.00 each.


There shall be no redemption of the ICULS and on maturity date, all outstanding ICULS will be mandatory converted into new shares. The number of ordinary shares to be issued for each ICULS will be satisfied by tendering RM1.50 nominal value of the ICULS for each ordinary shares.

APPENDIX A

MATERIAL LITIGATION

A. Material litigations arising from Corporate Guarantees issued by Dataprep Holding Berhad (“DHB”) for credit facilities extended to and defaulted by former subsidiaries: -

1. In April 1999, a claim has been instituted against DHB by Bank Bumiputra Malaysia Berhad for a sum of RM 531,479.13 together with interest at 11.40% per annum and continuing default interest of 1 % per annum as guarantor for credit facilities extended to the Company’s former subsidiary, Digital Healthcare Systems Sdn Bhd (formerly known as Innovative Software Solutions (M) Sdn Bhd) ( “DHSSB”).

Summary Judgment for the above claim has been obtained against DHB. On October 2002, DHB has managed to set-aside the said summary judgement and no further action has been initiated by the plaintiff. The plaintiff could still set down this matter for trial in the high court.

B. Material litigation in respect of claims instituted by DHB Group of Companies against third party:-

1. In November 2000, Solsisnet has instituted a legal proceeding against Lestari Technologies Sdn Bhd (“LTSB”) for RM 141,745.35 for non – payment of services rendered and goods supplied. LTSB has entered Appearance and the case was fixed for mention on 28 August 2002 and was subsequently postponed. No date has been fixed for the hearing.  

2. In April 2003, Tamadun Interaktif Sdn Bhd served on Kulim Technology Park Corporation Sdn Bhd (“KTPC”) a writ of summons and statement of claim for non-payment of services rendered in the sum of RM1.35 million. KTPC had entered appearance to defense the claim. The date of hearing has not been set.

C. Material litigations against Dataprep Distribution Sdn Bhd (“DDSB”), a subsidiary of DHB under winding up notice pursuant to Section 218 of the Companies Act 1965,  which had ceased operations: -

1.
Summary Judgement against DDSB was entered into by Fujitsu Systems Business Sdn Bhd (“Fujitsu”) on 23 September 1997 for the sum of RM3,214,004 with interest at the rate of 1.5% per month from 1 January 1997 till date of full settlement and interest in arrears of RM210,606.51 until 5 November 1996. Upon the extraction of this judgement, Fujitsu served on DDSB a winding up notice pursuant to Section 218 of the Companies Act 1965. The appeal against this decision to the High Court judge in chambers was dismissed by the High Court judge on 25 February 1999. On 14 March 2003, Fujitsu served on DDSB a second winding up notice pursuant section 218 of the Companies Act 1965. Since then no further action has been taken by DDSB or DHB. The outcome of this matter has no adverse financial impact to DHB and other subsidiaries.

2.
An ex-employee (“the Claimant”) of DDSB is claiming for reinstatement on the alleged grounds of dismissal without cause or excuse. The parties to the dispute are the Claimant, DDSB and DHB. This case was referred to the Industrial Court for adjudication and the matter was heard on 30 and 31 October 2000. The hearing has been concluded and the parties are awaiting the Court to hand down its written decision.

