DATAPREP HOLDINGS BHD

Interim report for the 1st quarter ended 30 June 2004

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 BMSB Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 March 2004.

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 2004.
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 2004.

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 material unusual / exceptional items that affected the assets, liabilities, equity, net income or cash flows of the Group for the period under review.
5.
Changes in estimates 

There were no changes in estimates for the period under review. 

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

There were 2,000 ordinary shares of RM1.00 each issued during the period under review arising from the conversion of 3,000 ICULS-3 of RM1.00 each at the conversion price of RM1.50
The new ordinary shares rank pari passu in all respect with the existing ordinary shares.

7. 
Dividends

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

8. 
Segmental information

The Group is providing 3 main services as follows:-

(i) Consultancy & integration including technology and software services;

(ii) Outsourcing and managed services including E-business;

(iii) Management services

The segmental analyses by services are as follows:-

	
	Consultancy & integration including technology and software services

RM’000
	Outsourcing & managed services including E-business

RM’000
	Management services

RM’000
	Elimination

RM’000
	Group

RM’000

	3 months ended 

31 June 2004
	
	
	
	
	

	REVENUE
	
	
	
	
	

	
	
	
	
	
	

	External Sales
	8,321
	12,305
	0
	0
	20,626

	Inter-segment sales
	2,358
	1,024
	1,096
	(3,382)
	0

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

	Total revenue
	10,679
	13,329
	1,096
	(3,382)
	20,626

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

	RESULTS
	
	
	
	
	

	Segment result
	(740)
	1,982
	(483)
	
	759

	Interest expenses
	
	
	
	
	(402)

	Interest income
	
	
	
	
	96

	Income tax
	
	
	
	
	41

	Minority interest
	
	
	
	
	(355)

	
	
	
	
	
	----------

	Net profit
	
	
	
	
	139

	
	
	
	
	
	======


	
	Consultancy & integration including technology and software services

RM’000
	Outsourcing & managed services including E-business

RM’000
	Management services

RM’000
	Elimination

RM’000
	Group

RM’000

	3 months ended 

30 June 2003
	
	
	
	
	

	REVENUE
	
	
	
	
	

	
	
	
	
	
	

	External Sales
	1,058
	17,629
	0
	0
	18,687

	Inter-segment sales
	0
	0
	2,136
	(2,136)
	0

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

	Total revenue
	1,058
	17,629
	2,136
	(2,136)
	18,687

	RESULTS
	
	
	
	
	

	Segment result
	(2,777)
	(1,319)
	(942)
	0
	(5,038)

	Interest expenses
	
	
	
	
	(662)

	Interest income
	
	
	
	
	149

	Income tax
	
	
	
	
	(11)

	Minority interest
	
	
	
	
	(31)

	
	
	
	
	
	----------

	Net loss
	
	
	
	
	(5,593)

	
	
	
	
	
	======


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 20 August 2004, the latest 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 20 August 2004, the latest 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 liability (Unsecured)

As at 20 August 2004, the latest date which is not earlier than 7 days from the date of issue of this quarterly financial statements, there were performance guarantees of RM4.35 million given to financial institutions in favour of third parties.

13.
Review  of performance 

The Group’s revenue of RM20.63 million for the current quarter was 10% higher than that of the corresponding quarter of the previous financial year of RM18.69 million. The increase in revenue was mainly due to higher value contracts secured in the current quarter.
As a result of better control in the operating costs coupled with higher revenue, the Group recorded a net profit of RM139,000 for the current quarter as compared to (RM5.59) million net loss in the corresponding quarter of the previous financial year. 

14. 
Comparison with preceding quarter results.

The Group achieved a lower revenue of RM20.63 million for the current quarter compared to RM23.32 million in the preceding quarter mainly as a result of fewer contracts obtained. Despite the reduced revenue, a net profit of RM139,000 was earned against a net loss of (RM19.10 million) in the preceding quarter. The net loss in the preceding quarter was principally attributed to exceptional allowances for doubtful debts whilst the net profit for the current quarter was due to better control in operating costs coupled with higher productivity.
15. 
Prospects


Despite the challenging business environment, the Board is cautiously optimistic that the Group is on the path of profitability as evidenced by the current quarter performance.
16
Variance for profit forecast / Shortfall in profit guarantee

  
Not applicable.

17.
Taxation
	
	3 months ended

	
	30.06.2004
	30.06.2003

	
	RM’000
	RM’000

	Income tax

- current

- overprovision in previous year
	(256)
297
	(11)
0

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

	
	41
	(11)

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


The Group has unused tax losses of approximately RM71.8 million, subject to the agreement of the Inland Revenue Board.

18. 
Sale of unquoted investments or properties 

There was no sale of unquoted investments or properties reported for the period 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 period 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 has been utilized as follows:-

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

(ii) 
RM3.000 million was utilized for investment in core activities/business;

(iii) 
Working capital utilization was RM32.20 million;

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

Included in the cash and bank balances of RM15.72 million as at 30 June 2004 was the RM10 million unutilized funds raised from the corporate proposal.
21. 
Group borrowings as at the end of the reporting period

Details of the Group’s bank borrowings as at 30 June 2004 are as follows:   

	Borrowings (Unsecured)
	As at 30.06.2004
	As at 31.03.2004

	
	RM’000
	RM’000

	Revolving credits
	0
	0

	Bankers acceptances
	1,449
	3,351

	Trust receipt
	0
	708

	Bank overdrafts
	2,232
	26

	Term loan
	0
	0

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

	Total
	3,681
	4,085

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


22. 
Financial instruments with off balance sheet risk
There was no financial instrument with off balance sheet risk as at 30 June 2004.

23. 
Material litigation

As at 20 August 2004, the latest practical date which is not earlier than 7 days from the date of issue of these 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 period under review (preceding year corresponding period: nil).

25. 
Earnings per share

	
	3 months ended
	

	
	30.06.2004
	30.06.2003
	

	(a) Basic earnings per share 
	
	
	

	Net profit / (loss) for the period (RM’000)
	139
	(5,593)
	

	Weighted average number of ordinary shares in issue (‘000)
	64,008
	61,562
	

	Loss per share (sen)
	0.22
	(9.09)
	

	
	
	

	(b)  Diluted earnings per share

	Net profit / (loss) for the period (RM’000)
	139
	N/A

	Adjusted profit for 4% ICULS (RM’000)
	88
	N/A

	Net profit / (loss) for dilute earning (RM’000)
	227
	N/A

	Weighted average number of ordinary shares in issue (‘000)
	64,008
	N/A

	Adjustment for 4% ICULS (‘000)
	34,774
	N/A

	Weighted average number of ordinary shares for diluted earning per share (‘000)
	98,782

---------------
	N/A

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

	Diluted earning per share (sen)
	0.23
========= 
	N/A

=========

	
	
	

	Since the loss per share for the period ended 30 June 2003 is anti-dilutive, no disclosure of diluted loss per share is required in the income statement.


26.
Capital commitment 

The Group has no capital commitment for the period under review.

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


The Group and Company



2004



RM'000




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



                                                          - 4% ICULS - 5
34,062


Converted to shares 
(11,901)




------




52,161



Less: Deemed repayment of ICULS liability


          Component
                                      (2,939)


         Equity conversion component
(44,811)




-----------



Liability component as at 31 March 2004
4,411




=======


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 Stocks (“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 mandatorily 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 share.

29.
Deferred tax asset

	
	31.06. 2004
RM’000
	31.03. 2004
RM’000

	Balance b/f

Deferred tax assets

Deferred tax liability

Addition / (reversal) of deferred tax assets
	4,260
(445)

----------- 

3,815

- 

----------- 

3,815

=======
	5,080

           (634)

----------- 

4,446

(631)
----------- 

3,815

=======


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.

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

1. In November 2000, Solsisnet Sdn Bhd 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. On 30 January 2004, our application for summary judgment had been struck off by the Court and a full trial was fixed on 2 June 2004 and subsequently postponed to 1st and 2nd December 2004.
2. On 3 November 2003, Dataprep Holdings Bhd (“Dataprep”) instituted a claim against Digital Arena Sdn Bhd and Apandi Bin Haji Dollah (collectively, “the Defendants”) for RM3,857,338 together with 8% interest per annum from 7 October 2003 on the outstanding debt due pursuant to the sales of former subsidiaries of Dataprep to Digital Arena Sdn Bhd.  On 27 July 2004, the Court awarded a judgment in favor of Dataprep. The Defendants reserve the right to appeal, which shall expire on 7 August 2004. 
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