Dataprep Holdings BHD (Company No.:183059-H)

Notes to the Interim Financial Statements for the First Quarter and Three Months ended 30 June 2006

1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Statement (“FRS”) 134:  Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”). 

The interim financial statements should be read in conjunction with the Group’s audited financial statements for the year ended 31 March 2006.  Other than as stated below, the accounting policies and presentation adopted for these interim financial statements are consistent with those adopted for the annual financial statements for the year ended 31 March 2006:-

· FRS 3 
- Business Combinations

· FRS 116 
- Property, Plant and Equipment

· FRS 136
- Impairment of Assets

· FRS 138
- Intangible Assets

With the adoption of FRS 3, the excess of cost of acquisition over the fair value of identifiable assets, liabilities and contingent liabilities acquired is retained in the balance sheet as goodwill, while the shortfall is credited to income statement in the year of acquisition. Goodwill is tested for impairment annually and when indication of impairment exists. Prior to 1 April 2006, goodwill was amortized on a straight-line basis over a period of 20 years.  The group results for the current quarter improved by RM42 thousand with the cessation of goodwill amortization.
FRS 3 also requires all business combinations to be accounted for using the purchase method. In this context, merger deficit was written off to accumulated losses effective 1 April 2006.
FRS 116 requires that the residual value and the useful life of an asset shall be reviewed at least at each financial year-end and, if expectations differ from previous estimates.  In this context, the useful life of computer equipment have been extended from five years to seven years and the residual value of motor vehicle has been reassessed from zero value to RM126,500.  As a result of this, total savings in depreciation charge for the current quarter amounted to RM105 thousand.
In accordance with FRS 138, computer software was reclassified form property, plant and equipment to intangible assets effective 1 April 2006 as software meets the criterion of an identifiable non-monetary asset with physical substance.

Restatement of comparative amounts

The adoption of new and revised FRSs has given rise to material changes and effects, which resulted in restatement of comparative amounts as follows:
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FRS 3


Restated





RM’000

RM’000

RM’000



Merger deficit


(13,509)

13,509



-


Accumulated loss

(97,681)

(13,509)

(111,190)
2. Audit qualification of the preceding annual financial statement

The Auditors’ Report on the financial statements for the year ended 31 March 2006 was not qualified.

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 system integration businesses which are secured on a project by project basis.

4.
Material unusual items 

There were no material unusual or exceptional items affecting the assets, liabilities, equity, net income or cash flows of the Group for the period under review.

5.
Changes in estimates 

FRS 3: Business Combinations requires an entity to discontinue amortizing the goodwill acquired in business combinations.   Instead, an entity shall eliminate the carrying amount of the related accumulated amortization with a corresponding decrease in goodwill as well as to test the goodwill for impairment in accordance with FRS 136: Impairment of Assets.  Consequently, the group results for the current quarter improved by RM42 thousand.
FRS 116: Property, Plant and Equipment requires a review on the residual value and remaining useful life of item of property, plant and equipment to be carried out at least at each financial year end.   With the review on the residual value and remaining useful life, depreciation charge of the group for the current quarter reduced by RM105 thousand and net book value of the property, plant and equipment increased accordingly by the same amount.


Other than above, there is no material change in estimates reported in the current quarter under review. 

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

For the first quarter ended 30 June 2006, there were no issuances, cancellation, repurchase, resale and repayment of debt and equity securities. 

7. 
Dividends

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

8. 
Segmental information

The Group’s segmental report for the three months ended 30 June 2006 is as follows: -
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RM'000 RM'000

Short Term Borrowings:

Unsecured

  - Banker Acceptance 3,831                 2,680                

  - Trust Receipts 1,331                 2,371                

  - Bank Overdraft 2,886                 2,675                

  - Hire purchase 162                    -                   

  - Irredeemable Convertible Unsecured

     Loan Stocks ("ICULS") 1,250                 1,227                

9,460                 8,953                

Secured

 - Term Loan 5,248                 6,000                

Total Short Term Borrowings (A) 14,708               14,953              

Long Term Borrowings :

Unsecured

  - ICULS (B) 124                    438                   

  - Hire purchase 328                    -                   

Total Long Term Borrowings 452                    438                   

Total Borrowings (A+B) 15,160               15,391              


8. 
Segmental information (cont’d)
The Group’s segmental report for the three months ended 30 June 2005 is as follows: -
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RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

SALES

 - External sales 5,554            9,095              3,464            -                    -                18,113         

 - Intersegment sales 3,040            35                    -                594                   (3,669)           -               

Total sales 8,594            9,130              3,464            594                   (3,669)           18,113         

RESULTS

Segment result 1,816            825                 (47)                (1,267)              (192)              1,135           

Unallocated expenses (13)               

Profit from operations 1,122           

Interest income 110              

Interest expenses (289)             

Profit from ordinary activities 

before tax 943              

Taxation (356)             

Profit from ordinary activities 

after tax 587              

Minority interest (559)             

Net profit for the financial period 28                 


9.
Valuation of property, plant and equipment

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

10. Subsequent material events

(a)
On 27 July 2006, the Company via DP International Ltd. acquired DP International Pte Ltd. for a total consideration of SGD 1.00, representing 100% of the issued and paid up capital of DP International Pte Ltd. 
11. Effects of changes in the composition of the Group
There were no changes in the composition of the Group since the previous quarter ended 31 March 2006 except for those as disclosed in Note 10.
12. Changes in Contingent Liabilities (Unsecured)

[image: image3.emf]Group

Unsecured Contingent Liabilities :- 30.6.06 31.3.06

Increase/ 

(decrease)

RM'000 RM'000 RM'000

Corporate guarantee given to financial institutions for :

- Performance guarantees given to third parties          5,477        4,826             651 

- Credit facilities granted to subsidiary          2,649        1,331          1,318 

Total         8,126        6,157          1,969 


13. Review of performance 
The changes from the adoption of new FRSs applicable to the Group are disclosed in Note 1.
For the first quarter ended 30 June 2006, the Group recorded a revenue of RM17.50 million as compared to RM18.11 million in the corresponding period of the previous financial year and a pre-tax profit of RM508 thousand as compared to RM943 thousand in the corresponding period of the previous financial year.  Despite lower revenue and pre-tax profit, the Group achieved a better net profit for the current quarter mainly due to lower taxation and minority interests resulting from lower profits in respect of subsidiary companies that are not wholly owned.
14. Comparison with Immediate Preceding Quarter 

The changes from the adoption of new FRSs applicable to the Group are disclosed in Note 1.

For the first quarter ended 30 June 2006, despite a lower revenue of RM17.50 million as compared to RM21.86 million in the preceding quarter, the Group achieved a higher pre-tax profit of RM508 thousand as compared to RM434 thousand in the preceding quarter mainly due to higher margins recorded during the period. 
15. Prospects 

Barring any unforeseen circumstances, the Group expects to be profitable in the financial year ending 31 March 2007.  


The Company has, on 21 July 2006, submitted to the Securities Commission, the proposed corporate restructuring scheme (“the Scheme”) to regularize its financial position.  Upon completion of the Scheme, the Company will ceased to be an “affected listed issuer” under the Amended PN 17 category. As at 29 August 2006 the approvals from Securities Commission and all other relevant authorities are still pending. 

The Group also expects to be removed from the PN 17 category within the financial year in view of its proposed corporate restructuring scheme.

16.
Variance for profit forecast / Shortfall in profit guarantee

  
Not applicable.
17. Taxation

Taxation comprises: -
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Income tax - current period (5)                  (5)                    

                    - under provision in prior year -                 -                  

Deferred tax - current period (173)               (173)                 

                     - under provision in prior year -                 -                  

Taxation charge (178)               (178)                 


The effective income tax rate for the three months was higher than the statutory income tax rate.  This was mainly due to deferred tax expenses arising from the reversal of temporary differences.

18. Sale of unquoted investments or properties 

There were no sales of unquoted investments or properties for the period under review.

19.
Purchase and disposal of quoted securities

There was no purchase and disposal of quoted securities for the period under review.

20.
Status of Corporate Proposal
(a) On 8 May 2006, the Company was designated as an affected listed issuer pursuant to the amended Practice Note 17/2005 (“PN 17”) whereby the Company’s shareholders’ equity on consolidated basis is less than twenty five percent (25%) of its issued and paid-up share capital of RM76,118,087.
With the proposed corporate restructuring scheme mentioned in paragraph (b), the Company will be able to regularise its condition and cease to be an affected listed issuer pursuant to PN17.
On the same date, the Company proposed to implement the following restructuring scheme:

(i) Reduction of the issued and paid-up share capital of the Company pursuant to Section 64(1) of the Companies Act 1965 involving the cancellation of RM0.75 of the par value of each existing ordinary shares of RM1.00 each of the Company in issue to reduce the accumulated losses in the Company (“Proposed Par Value Reduction”) and relevant amendments to the Memorandum and Articles of Association of the Company;
(ii) Reduction of the share premium account of the Company up to RM15,738,255 pursuant to Section 64(1) and 60(2) of the Companies Act 1965 to reduce the accumulated losses in the Company;
(iii) Renounceable rights issue of up to 85,632,848 new ordinary shares of RM0.25 each (“Rights Shares”) on the basis of nine (9) Rights Shares for every eight (8) existing ordinary shares of RM0.25 held after the Proposed Par Value Reduction at an indicative issue price of RM0.25 per Rights Share; and
(iv) Issuance of up to RM10,000,000 nominal value of 5% three (3)-year irredeemable convertible unsecured loan stock.
(b)
On 18 July 2006, the Company announced the following amendments to the above    restructuring scheme:-

(i)
the proposed reduction in the share premium account of Dataprep pursuant to Sections 64(1) and 60(2) of the Act of up to RM15,667,287 rather than up to RM15,738,255;
(ii)
the proposed renounceable rights issue of up to 85,632,848 Rights Shares on the basis of nine (9) Rights Shares for every eight (8) existing ordinary shares of RM0.25 each held after the Proposed Par Value Reduction will be issued with up to 21,408,212 free detachable warrants ("Warrants"). The Warrants will be issued on a basis of one (1) free Warrant for every four (4) Rights Shares;
20.
Status of Corporate Proposals (cont’d)
(iii)
pursuant to the Proposed Issuance of ICULS, RM4,480,186 nominal value of ICULS will be issued to VXL Management to set-off against the outstanding amount as at 31 March 2006 instead of RM4,436,896. The balance of up to RM5,519,814 nominal value of ICULS will be issued to parties to be identified later via private placement and the gross proceeds of up to RM5,519,814 shall be utilised to finance the working capital requirements of the Group; and
(iv)
the expected gross proceeds of RM21,408,212 to be raised from the Proposed Rights Issue of Shares with Warrants will be utilised as follows:
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	Revised figure
	Figure announced on 8 May 2006

	Proposed utilisation
	RM'000
	RM'000

	Working capital
	11,363
	10,408

	Repayment of borrowings
	9,045
	10,000

	Estimated expenses for the Proposals
	1,000
	1,000
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	*21,408
	*21,408



* The RM21.408 million excludes the proceeds to be raised from the Proposed Issuance of ICULS as stated in paragraph (iii) above.
(d) On 21July 2006, the Company has submitted the proposed corporate restructuring scheme to regularize its financial position to the Securities Commission. As at 22 August 2006, the approval from Securities Commission is still pending.
Other approvals to be obtained. 

(i) the High Court of Malaya;

(ii) the shareholders of Dataprep at an EGM to be convened; and
(iii)
Bursa Securities for the listing of and quotation for the following on the Second Board of Bursa Securities:-
(a) up to 85,632,848 new Dataprep Shares to be issued pursuant to the Proposed Rights Issue of Shares with Warrants;
(b) up to 21,408,212 Warrants to be issued pursuant to the Proposed Rights Issue of Shares with Warrants;

(c) up to 21,408,212 new Dataprep Shares to be issued pursuant to any exercise of the Warrants; and 
(d) up to 40,000,000 new Dataprep Shares to be issued pursuant to the conversion of the ICULS 
(iv)
any other relevant authorities, if any.
21. Group borrowings 

The Group’s borrowings as at 30 June 2006 are as follows:   
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RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

SALES

 - Externa l sales 2,146                 15,325            32                    -                    -                17,503         

 - Intersegment sales -                     4,465              -                   567                   (5,032)           -               

Total sales 2,146                 19,790            32                    567                   (5,032)           17,503         

RESULTS

Segment result (122)                   2,500              (539)                (541)                  (572)              726              

Unallocated income 8                   

Profit from operations 734              

Interest income 74                 

Interest expenses (300)             

Profit from ordinary activities 

before tax 508              

Taxation (178)             

Profit from ordinary activities 

after tax 330              

Minority interest (33)               

Net profit for the financial 

period

297              


All borrowings are denominated in Ringgit Malaysia.
22. Off Balance Sheet Financial instruments 

There was no financial instrument with off balance sheet risk as at 30 June 2006.
23. Material litigation

As at 29 August 2006, there were no pending material litigation matters.
24.
Dividend

The directors do not recommend any dividend for the financial period under review (preceding year corresponding period: nil).
25. Earnings/(Loss) per share
(a) Basic
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Net profit/(loss) for the period (RM'000) 297                297               

Weighted average number of shares in issue 

('000)          76,118          76,118 

Basic earnings/(loss) Per Share (Sen) 0.39               0.39              


(b) Diluted

The assumed conversion of the unexercised share options and ICULS into new ordinary shares of RM1 each of the Company has an anti-dilutive effect on the profit per share of the Group for the period under review.
26.
Capital commitment 

The Group has no material capital commitment for the period under review.
27.
Irredeemable Convertible Unsecured Loan Stocks (“ICULS”)

The movements of the ICULS since inception are as follows: 
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Face value of ICULS as at 1 April

- 4% ICULS-3  30,000         

- 4% ICULS-5 34,062         

64,062         

Converted to shares (28,151)        

35,911         

Repayment of liability component (5,971)          

Total equity and liability components 29,940         

Less : Equity conversion component (28,566)        

Liability component at end of the period 1,374           

Due within 12 months 1,250           

Due after 12 months 124             

1,374           


27.
Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) (cont’d)
As full settlement of the borrowings pursuant to the Debt 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 all outstanding ICULS will be mandatory converted into new shares at the conversion price of RM1.50 ICULS for one ordinary share of RM1.00 each on maturity date. 


ICULS-3 has been fully converted on 5 August 2005 and the remaining ICULS-5 of RM29,940,000 will be mandatory converted upon maturity.

The new ordinary shares rank pari passu in all respects with the existing ordinary shares of RM1.00 each.

28. Deferred tax asset, Net


[image: image9.emf]30.6.06 31.3.06

RM'000 RM'000

At 1 April  2,477          3,700         

Recognised in income statement (174)            (1,223)        

At end of the period 2,303          2,477         

Presented after appropriate offsetting as follows:

- Deferred tax assets 2,478          2,478         

- Deferred tax liabilities (175)            (1)              

2,303          2,477         


By Order of the Board

Dataprep Holdings Bhd


Koh Ai Hoon

Company Secretary

29 August 2006 
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RM'000 RM'000

Short Term Borrowings:

Unsecured

  - Banker Acceptance 3,831                 2,680                

  - Trust Receipts 1,331                 2,371                

  - Bank Overdraft 2,886                 2,675                

  - Hire purchase 162                    -                   

  - Irredeemable Convertible Unsecured

     Loan Stocks ("ICULS") 1,250                 1,227                

9,460                 8,953                

Secured

 - Term Loan 5,248                 6,000                

Total Short Term Borrowings (A) 14,708               14,953              

Long Term Borrowings :

Unsecured

  - ICULS (B) 124                    438                   

  - Hire purchase 328                    -                   

Total Long Term Borrowings 452                    438                   

Total Borrowings (A+B) 15,160               15,391              
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				Current Year Quarter ended 30.6.06		Current Year-to-date ended 30.6.06

		Net profit/(loss) for the period (RM'000)		297		297

		Weighted average number of shares in issue ('000)		76,118		76,118

		Basic earnings/(loss) Per Share (Sen)		0.39		0.39






_1217261284.xls
Sheet1

		

				Consulting & Integration including Technology and Software Services		Outsourcing & Managed Services including E-business		Network Managed Services		Management Services		Elimination		Group

				RM'000		RM'000		RM'000		RM'000		RM'000		RM'000

		SALES

		- External sales		5,554		9,095		3,464		- 0		- 0		18,113

		- Intersegment sales		3,040		35		- 0		594		(3,669)		- 0

		Total sales		8,594		9,130		3,464		594		(3,669)		18,113

		RESULTS

		Segment result		1,816		825		(47)		(1,267)		(192)		1,135

		Unallocated expenses												(13)

		Profit from operations												1,122

		Interest income												110

		Interest expenses												(289)

		Profit from ordinary activities before tax												943

		Taxation												(356)

		Profit from ordinary activities after tax												587

		Minority interest												(559)

		Net profit for the financial period												28

		Other Information

		Segment assets		4,646		49,965				8,323		- 0		62,934

		Unallocated assets												4,067

		Consolidated total assets												67,001

		Segment liabilities		2,644		36,218				9,747		- 0		48,609

		Unallocated liabilities												3,462

		Consolidated total liabilities												52,071

		Capital Expenditure		- 0		1,344				621		- 0		1,965

		Depreciation & Amortisation		664		818				236		- 0		1,718

		Plant & equipments written off		89		- 0				- 0		- 0		89

		Allowance for doubtful debts written back		7		659				3,000		- 0		3,666

		Allowance for doubtful debts		- 0		34				- 0		- 0		34
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				Consulting, Technology & Integration		Outsourcing & Managed Services		Business Process Outsourcing		Management Services		Elimination		Group

				RM'000		RM'000		RM'000		RM'000		RM'000		RM'000

		SALES

		- Externa l sales		2,146		15,325		32		- 0		- 0		17,503

		- Intersegment sales		- 0		4,465		- 0		567		(5,032)		- 0

		Total sales		2,146		19,790		32		567		(5,032)		17,503

		RESULTS

		Segment result		(122)		2,500		(539)		(541)		(572)		726

		Unallocated income												8

		Profit from operations												734

		Interest income												74

		Interest expenses												(300)

		Profit from ordinary activities before tax												508

		Taxation												(178)

		Profit from ordinary activities after tax												330

		Minority interest												(33)

		Net profit for the financial period												297

		Other Information

		Segment assets		4,646		49,965				8,323		- 0		62,934

		Unallocated assets												4,067

		Consolidated total assets												67,001

		Segment liabilities		2,644		36,218				9,747		- 0		48,609

		Unallocated liabilities												3,462

		Consolidated total liabilities												52,071

		Capital Expenditure		- 0		1,344				621		- 0		1,965

		Depreciation & Amortisation		664		818				236		- 0		1,718

		Plant & equipments written off		89		- 0				- 0		- 0		89

		Allowance for doubtful debts written back		7		659				3,000		- 0		3,666

		Allowance for doubtful debts		- 0		34				- 0		- 0		34
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				30.6.06		31.3.06

				RM'000		RM'000

		At 1 April		2,477		3,700

		Recognised in income statement		(174)		(1,223)

		At end of the period		2,303		2,477

		Presented after appropriate offsetting as follows:

		- Deferred tax assets		2,478		2,478

		- Deferred tax liabilities		(175)		(1)

				2,303		2,477
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				Current Year Quarter ended 30.6.06     RM'000		Current Year-to-date ended 30.6.06      RM'000

		Income tax - current period		(5)		(5)

		- under provision in prior year		- 0		- 0

		Deferred tax - current period		(173)		(173)

		- under provision in prior year		- 0		- 0

		Taxation charge		(178)		(178)
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				Group & Company

				RM'000

		Face value of ICULS as at 1 April

		- 4% ICULS-3		30,000

		- 4% ICULS-5		34,062

				64,062

		Converted to shares		(28,151)

				35,911

		Repayment of liability component		(5,971)

		Total equity and liability components		29,940

		Less : Equity conversion component		(28,566)

		Liability component at end of the period		1,374

		Due within 12 months		1,250

		Due after 12 months		124

				1,374
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						As at 30.6.06		As at 31.3.06

						RM'000		RM'000

		Short Term Borrowings:

		Unsecured

		- Banker Acceptance				3,831		2,680

		- Trust Receipts				1,331		2,371

		- Bank Overdraft				2,886		2,675

		- Hire purchase				162		- 0

		- Irredeemable Convertible Unsecured

		Loan Stocks ("ICULS")				1,250		1,227

						9,460		8,953

		Secured

		- Term Loan				5,248		6,000

		Total Short Term Borrowings		(A)		14,708		14,953

		Long Term Borrowings :

		Unsecured

		- ICULS		(B)		124		438

		- Hire purchase				328		- 0

		Total Long Term Borrowings				452		438

		Total Borrowings		(A+B)		15,160		15,391
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						Group

		Unsecured Contingent Liabilities :-		30.6.06		31.3.06		Increase/ (decrease)

				RM'000		RM'000		RM'000

		Corporate guarantee given to financial institutions for :

		- Performance guarantees given to third parties		5,477		4,826		651

		- Credit facilities granted to subsidiary		2,649		1,331		1,318

		Total		8,126		6,157		1,969






