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

Notes to the Interim Financial Statements - Third Quarter and Nine Months ended 31 December 2007

1.
Basis of preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (“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 financial year ended 31 March 2007.  The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 March 2007, except for the adoption of new/revised Financial Reporting Standards FRS 117 Leases, FRS 124 Related Party Disclosures and amendment to FRS 1192004 Employee Benefits, Actuarial Gains and Losses, Group Plans and Disclosures, effective for financial period beginning 1 January 2007.

The adoption of the above FRS does not have significant impact on the financial statements. 
2. Audit qualification of the preceding annual financial statement

The Auditors’ Report on the financial statements for the financial year ended 31 March 2007 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 current quarter under review except as disclosed in Note 6 and Note 10.
5.
Changes in estimates 

There was no change in estimates of amounts reported in prior financial years.
6. 
Issuances, cancellation, repurchase, resale and repayment of debt and equity securities

(a)
Par Value Reduction and Share Premium Reduction (collectively referred to as “Capital Reduction”)

Pursuant to the Corporate Exercise as disclosed in Note 21, par value of the Company was reduced from RM1.00 per share to RM0.25 per share on 31 July 2007 by the cancellation of RM0.75 of the par value of each share  and created a credit of RM57,088,565. Concurrently, share premium was reduced by RM15,667,287.  Total credit arising from the Capital Reduction of RM72,755,852 was utilized to set-off the accumulated losses of the Company.
6. 
Issuances, cancellation, repurchase, resale and repayment of debt and equity securities (cont’d)
(b)
4% five (5) year Irredeemable Convertible Unsecured Loan Stocks (“4% ICULS-5”)

The 4% ICULS-5 had expired on 6 August 2007 and was mandatorily converted into ordinary shares of 89,467,157 of RM0.25 each at a conversion price of RM0.38 per ICULS.  The premium arising from the conversion of 4% ICULS-5 of approximately RM6.2 million was credited to the share premium account.
(c)
Employees Share Options Scheme (“ESOS options”)
During the financial period, the Company :-

i)
Issued 513,000 new ordinary shares of RM0.25 each, for cash, arising from the exercise of 
ESOS options at exercise prices of RM0.40 per ordinary share;
ii)
Issued 627,866 new ordinary shares of RM0.25 each, for cash, arising from the exercise of 
ESOS options at exercise prices of RM0.31 per ordinary share; and

iii)
Issued 1,374,839 new ordinary shares of RM0.25 each, for cash, arising from the exercise of 
ESOS options at exercise prices of RM0.25 per ordinary share.

(d)
Right Issue of Shares with Warrants
On 21 September 2007, the Company issued 188,047,339 right shares of RM0.25 each at an issue price of RM0.25 per share for cash together with 47,011,834 free detachable warrants, on a renounceable basis of nine (9) rights shares for every eight (8) existing ordinary shares held.
The exercise price of the warrants had been fixed at RM0.25 per new ordinary share of RM0.25 each.  Warrant holders have until 20 September 2009 to exercise the warrants.
The Rights Issue of Shares with Warrants had raised gross proceeds of RM47 million.

Other than the above, there were no other issuances, cancellation, repurchase, resale and repayment of debt securities of the Group and equity securities of the Company for the current quarter ended 31 December 2007. 

7.
Dividend paid
No dividend was paid by the Company since the end of the previous financial year. 

8. 
Segmental information

The Group’s segmental reports are as follows: -
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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

 - External sales 9,305                  73,990             561                   -                     -                 83,856         

 - Intersegment sales 739                     8,175               -                   1,920                 (10,834)          -               

Total sales

10,044              82,165            561                  1,920                (10,834)        83,856         

RESULTS

Segment results (322)                    7,442               (1,037)              (3,889)                319                2,513           

Interest income 217              

Unallocated expenses (330)             

Profit from operations 2,400           

Interest expenses (939)             

Profit before tax 1,461           

Taxation (311)             

Profit after tax 1,150           


N1
 Included in the segment results are provision for doubtful debts of RM21.375 million and a reversal of provision for accrued costs no longer required of RM15.63 million in relation to a project as described further in Note 10 (d).
9.
Valuation of property, plant and equipment

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

10. Significant events
Save as disclosed on Note 6 above, the significant events since the previous financial year ended 31 March, 2007 are as follows:-

(a)
Warrants

The proceeds of RM3,030,303 resulted from the issuance of 15,151,515 detachable warrants at a price of RM0.20 per warrant on 28 June 2002 remained unexercised and had expired and lapsed on 27 June 2007.  The warrant reserve of RM3,030,303 arising therefrom was credited to the accumulated losses of the Company. 
 (b)
Dividend income received from HRM Business Consulting Sdn Bhd (“HRMBC”)
On 24 August 2007, a 51%-owned subsidiary, HRMBC, declared an interim dividend of 458% less tax at 27% to all its shareholders.
 (c)
Upliftment from PN17 Status

With the completion of Par Value Reduction and Share Premium Reductions on 31 July 2007,  the mandatory conversion of 4% ICULS-5 into ordinary shares on 7 August 2007 and the Rights Issue of Share with Warrants on 21 September 2007, the Group had regularized its financial conditions and no longer triggered any of the criteria under PN17 of the Listing Requirements.On 8 October, 2007, BMSB announced that the Company has regularized its financial condition and no longer trigger any of the criteria under paragraph 2.1 of the amended PN17 listing requirements. 

(d) In the preceding year corresponding period, a Subsidiary of the Company was awarded an overseas contract through a main local contractor for the supply of IT equipment at a total sum of RM122.5 million. In accordance with the Letter of Award by the contractor, an amount of RM18.375 million was billed for mobilization by Subsidiary. At the same time, a provision for accrued costs of RM15.63 million was recognized by the Subsidiary. An advance of RM3.0 million was also made to the contractor to help defray project set-up costs. 

Due to unforeseen events beyond the control of the Subsidiary, there are serious doubts as to the 
continuation of this overseas project. Accordingly, the Board has deemed it prudent to provide 
for doubtful debts of RM21.375 million comprising of the initial billings of RM18.375 million 
and the RM3.0 million advance extended to the Project and also a reversal of the provision for 
accrued cost of RM15.63 million that is no longer required.

11.
Effects of changes in the composition of the Group

There were no changes in the composition of the Group since the previous financial year ended 31 March 2007.
12. Changes in contingent liabilities (unsecured)
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Unsecured Contingent Liabilities :- 31.12.07 31.03.07

Increase/ 

(decrease)

RM'000 RM'000 RM'000

Corporate guarantee given to financial institutions for :

- Performance guarantees given to third parties                5,841             5,288                  553 

- Credit facilities granted to subsidiary                     -                  135                (135)

Total             5,841            5,423                 418 


13.
Review of performance 
For the third quarter ended 31 December 2007, the Group recorded a pre-tax loss of RM4.9 million as compared to a pre-tax profit of RM496,000 in the corresponding quarter of the previous financial year.  The pre-tax loss was mainly due to the provision for doubtful debts and reversal of provision for accrued costs no longer required as described in Note 10 (d).
The Group recorded a lower turnover of RM52.2 million for the nine months period ended 31 December 2007, as compared to the corresponding period of the previous year of RM83.8 million and a pre-tax loss of RM4.2 million as compared with a pre-tax profit of RM1.5 million.
14. Comparison with immediate preceding quarter 
The turnover of RM15.05 million and a pre-tax loss of RM4.9 million as compared to the immediate preceding quarter of RM17.5 million and a pre-tax profit of RM0.08 million respectively were due to the provision for doubtful debts and reversal of the provision for accrued costs that is no longer required.
15. Prospects 
Though the Group expects the fourth quarter financial performance to improve, the Board is of the view that the Group’s performance for financial year ending 31 March 2008 will be lower than that of the preceding year.  
16.
Variance for profit forecast / Shortfall in profit guarantee

  
Not applicable.
17.
Taxation

[image: image4.emf]Current Year 

Quarter ended 

31.12.07    

RM'000

Current Year-to-

date ended 

31.12.07     

RM'000

Income tax 

- Current period 47                         47                          

- Overprovision in prior year -                        (108)                       

Deferred tax 

- Relating to origination and reversal of temporary differences 2                           6                            

- Overprovision in prior year -                        -                         

Tax charge / (credit) 49                         (55)                        


The tax credit for the Group is mainly in respect of reversal of over-provision for taxation for a subsidiary. 
18. Sale of unquoted investments or properties 

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

19.
Purchase and disposal of quoted securities

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

20.
Status of corporate exercise
Issuance of up to RM10,000,000 nominal value of 5% three (3)-year Irredeemable Convertible Unsecured Loan Stock (“Issuance of ICULS”) of which, RM4,480,186 nominal value of ICULS will be issued to set-off against the advances from VXL Management Sdn Bhd.
The Company is in the midst of identifying the placees for the remaining ICULS of an amount up to RM5.4 million. The issuance of ICULS to VXL Management Sdn Bhd will be issued simultaneously with the issuance of ICULS to the private placees. The Company has on, 2 November 2007, applied to the SC for an extension of time until 29 February 2008 to complete the Issuance of ICULS and the application was approved by the SC on 21 November, 2007. 
On 12 February, 2008, the Company applied to the SC to seek for a further extension of time until 31 May 2008 and is now pending for approval from SC.

21. Utilisation of proceeds from Rights Issue with Warrants
As of 31 December, 2007, the status of utilisation for proceeds raised from the Rights Issue of Shares with Warrants was as follows: 
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by SC

Amount 

Utilised as at 

31.12.07

Amount 

Unutilised

Timeframe 

for 

utilisation

RM'000 RM'000 RM'000

(a) (b) (a) - (b)

Bank Borrowings (N1) 13,933             13,933             -                        3 months

Working capital 32,087             8,895               23,192             18 Months

Estimated expenses in relation to

  Corporate Exercise  1,000               803                   197                   3 months

47,020             23,631             23,389            

As approved 

by SC

Amount 

Utilised as at 

31.12.07

Amount 

Unutilised

N1 RM'000 RM'000 RM'000

MDV - Term Loan 7,324               7,324               -                       

MBB & CIMB - Bank Overdraft 838                   838                   -                       

MBB & CIMB - Trade Facilities 5,771               5,771               -                       

13,933             13,933             -                       


22. Group borrowings 

The Group’s borrowings as at 31 December 2007 are as follows:   
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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

 - External sales (N1) 3,224                  47,787             1,212                -                     -                 52,223         

 - Intersegment sales 364                     28,289             1                       3,873                 (32,527)          -               

Total sales

3,588                 76,076            1,213              3,873                (32,527)        52,223         

RESULTS

Segment results (N2) (434)                    (259)                 248                   (27,986)              25,005           (3,426)          

Interest income 373              

Unallocated expenses (182)             

Loss from operations (3,235)          

Interest expenses (995)             

Loss before tax (4,230)          

Taxation 55                 

Loss after tax (4,175)          



All borrowings are denominated in Ringgit Malaysia.

23. Off balance sheet financial instruments 

There was no financial instrument with off balance sheet risk as at 31 December 2007.
24. Material litigation
There were no pending material litigation matters. 
25.
Dividend proposed or declared
The directors do not recommend any dividend for the financial period under review (preceding financial year: nil).
26. Loss per share
(a) Basic


[image: image6.emf]Current Year 

Quarter ended 

31.12.07     

Current Year-

to-date ended 

31.12.07     

Loss attributable to ordinary equity holders of 

the company (RM'000) (4,582)                 (3,840)                

Weighted average number of shares in issue ('000)              355,618              193,580 

Basic loss per share (sen) (1.29)                  (1.98)                 


(b) Diluted

Diluted loss per share of the Group is calculated by dividing the profit for the financial period attributable to equity holders of the Company by the adjusted weighted average number of ordinary shares in issue during the financial period. The adjusted weighted average number of ordinary shares in issue is arrived at assuming full conversion of the ICULS and the full implementation of the ESOS which represents the dilutive potential of the ordinary shares.

No disclosure of earnings per share has been made as it is anti-dilutive.
27.
Capital commitment 

The Group has no material capital commitment as at 31 December, 2007.

28.
Irredeemable Convertible Unsecured Loan Stocks (“ICULS”)

On 6 August 2002, the Company issued the following ICULS to the creditor banks, pursuant to a debt restructuring scheme implemented: 

a) 30,000,000 nominal amount of 4% three (3) year ICULS in the Company at 100% nominal amount of RM1.00 each; and  

28.
Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) (cont’d)
b) 34,062,520 nominal amount of 4% five (5) year ICULS in the Company at 100% nominal amount of RM1.00 each.

The movements of the ICULS since inception are as follows: 



[image: image7.emf] 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 (7,345)              

Total equity and liability components 28,566             

Less : Equity conversion component (28,566)            

Liability component at end of financial period -                  


The principal terms of the ICULS are as follows:
a) The ICULS bear interest of 4% per annum payable in arrears on the first anniversary of the date of issue of ICULS and subsequent interest payments shall be payable in arrears on the anniversaries of the date of issue of the ICULS during the tenure which they shall remain outstanding, except that the last interest payment shall be made on the Maturity Date;

b) The ICULS are convertible at any time on and after 2 October 2002 into new ordinary shares of the Company at the conversion price of RM1.50 per ICULS for one ordinary share of RM1.00 each.  As disclosed in Note 20, consequent to the Par Value Reduction, the conversion price of 4% five (5) year ICULS was adjusted to RM0.38 per ICULS on 30 July 2007;

c) The ICULS will be mandatorily converted into new ordinary shares of the Company at the conversion price of RM0.38 per ICULS for one ordinary share of RM0.25 each on the maturity date; and

d) The new ordinary shares allotted and issued upon conversion of the ICULS will be considered as fully paid up and will rank pari passu in all respects with the existing ordinary shares of the Company.

The carrying value of the ICULS approximates its fair value.  
On 5 August 2005, the Company increased its issued and paid up share capital from 64,061,014 ordinary shares to 76,118,087 ordinary shares by way of issuance of 12,057,073 ordinary shares of RM1.00 each through the mandatory conversion of 18,085,635 units of 4% three (3) year ICULS of RM1.00 each.  The premium arising from the ICULS conversion of RM4,115,107 had been credited to the share premium account.

4% five (5) year ICULS of RM0.25 each expired on 6 August 2007 and was mandatorily converted into ordinary shares of 89,467,157 of RM0.25 each at a conversion price of RM0.38 per ICULS.  The premium arising from the ICULS conversion of approximately RM6.2 million was credited to the share premium account.
29. Deferred tax assets

[image: image8.emf]As at 31.12.07 As at 31.03.07

RM'000 RM'000

Short Term Borrowings:

Unsecured

  - Irredeemable Convertible Unsecured

     Loan Stocks ("ICULS") -                           438                         

  - Hire purchase and finance lease liabilities 245                          1,438                      

Secured

  - Bank Overdraft -                           838                         

  - Banker Acceptance -                           6,695                      

  - Trust Receipts -                           -                          

  - Term Loan -                           8,781                      

Total Short Term Borrowings (A) 245                         18,190                   

Long Term Borrowings :

Unsecured

  - Hire purchase 1,440                       1,089                      

Total Long Term Borrowings (B) 1,440                      1,089                     

Total Borrowings (A+B) 1,685                      19,279                   



By Order of the Board

Dataprep Holdings Bhd


Tan Hock Chye


Koh Ai Hoon

Company Secretaries

28 February 2008
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RM'000 RM'000

Short Term Borrowings:

Unsecured

  - Irredeemable Convertible Unsecured

     Loan Stocks ("ICULS") -                           438                         

  - Hire purchase and finance lease liabilities 245                          1,438                      

Secured

  - Bank Overdraft -                           838                         

  - Banker Acceptance -                           6,695                      

  - Trust Receipts -                           -                          

  - Term Loan -                           8,781                      

Total Short Term Borrowings (A) 245                         18,190                   

Long Term Borrowings :

Unsecured

  - Hire purchase 1,440                       1,089                      

Total Long Term Borrowings (B) 1,440                      1,089                     

Total Borrowings (A+B) 1,685                      19,279                   
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Sheet1

		

		31 December 2006		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

		- External sales		9,305		73,990		561		- 0		- 0		83,856

		- Intersegment sales		739		8,175		- 0		1,920		(10,834)		- 0

		Total sales		10,044		82,165		561		1,920		(10,834)		83,856

		RESULTS

		Segment results		(322)		7,442		(1,037)		(3,889)		319		2,513

		Interest income												217

		Unallocated expenses												(330)

		Profit from operations												2,400

		Interest expenses												(939)

		Profit before tax												1,461

		Taxation												(311)

		Profit after tax												1,150

		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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				As approved by SC		Amount Utilised as at 31.12.07		Amount Unutilised		Timeframe for utilisation

				RM'000		RM'000		RM'000

				(a)		(b)		(a) - (b)

		Bank Borrowings (N1)		13,933		13,933		-		3 months

		Working capital		32,087		8,895		23,192		18 Months

		Estimated expenses in relation to

		Corporate Exercise		1,000		803		197		3 months

				47,020		23,631		23,389

				As approved by SC		Amount Utilised as at 31.12.07		Amount Unutilised

		N1		RM'000		RM'000		RM'000

		MDV - Term Loan		7,324		7,324		-

		MBB & CIMB - Bank Overdraft		838		838		-

		MBB & CIMB - Trade Facilities		5,771		5,771		-

				13,933		13,933		-
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		31 December 2007		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

		- External sales (N1)		3,224		47,787		1,212		- 0		- 0		52,223

		- Intersegment sales		364		28,289		1		3,873		(32,527)		- 0

		Total sales		3,588		76,076		1,213		3,873		(32,527)		52,223

		RESULTS

		Segment results (N2)		(434)		(259)		248		(27,986)		25,005		(3,426)

		Interest income												373

		Unallocated expenses												(182)

		Loss from operations												(3,235)

		Interest expenses												(995)

		Loss before tax												(4,230)

		Taxation												55

		Loss after tax												(4,175)

		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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						Current Year Quarter ended 31.12.07    RM'000		Current Year-to-date ended 31.12.07     RM'000

		Income tax

		- Current period				47		47

		- Overprovision in prior year				- 0		(108)

		Deferred tax

		- Relating to origination and reversal of temporary differences				2		6

		- Overprovision in prior year				- 0		- 0

		Tax charge / (credit)				49		(55)






_1265004937.xls
Sheet1

		

				Current Year Quarter ended 31.12.07		Current Year-to-date ended 31.12.07

		Loss attributable to ordinary equity holders of

		the company (RM'000)		(4,582)		(3,840)

		Weighted average number of shares in issue ('000)		355,618		193,580

		Basic loss per share (sen)		(1.29)		(1.98)
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						As at 31.12.07		As at 31.03.07

						RM'000		RM'000

		Short Term Borrowings:

		Unsecured

		- Irredeemable Convertible Unsecured

		Loan Stocks ("ICULS")				- 0		438

		- Hire purchase and finance lease liabilities				245		1,438

		Secured

		- Bank Overdraft				- 0		838

		- Banker Acceptance				- 0		6,695

		- Trust Receipts				- 0		- 0

		- Term Loan				- 0		8,781

		Total Short Term Borrowings		(A)		245		18,190

		Long Term Borrowings :

		Unsecured

		- Hire purchase				1,440		1,089

		Total Long Term Borrowings		(B)		1,440		1,089

		Total Borrowings		(A+B)		1,685		19,279
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						Group

		Unsecured Contingent Liabilities :-		31.12.07		31.03.07		Increase/ (decrease)

				RM'000		RM'000		RM'000

		Corporate guarantee given to financial institutions for :

		- Performance guarantees given to third parties		5,841		5,288		553

		- Credit facilities granted to subsidiary		- 0		135		(135)

		Total		5,841		5,423		418
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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		(7,345)

		Total equity and liability components		28,566

		Less : Equity conversion component		(28,566)

		Liability component at end of financial period		- 0
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				31.12.07		31.03.07

				RM'000		RM'000

		At 1 April		3,175		2,477

		Recognised in income statement		(6)		698

		At end of the period		3,169		3,175

		Presented after appropriate offsetting as follows:

		- Deferred tax assets		3,601		3,601

		- Deferred tax liabilities		(432)		(426)

				3,169		3,175






