FORMOSA PROSONIC INDUSTRIES BERHAD (172312-K)

EXPLANATORY NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT FOR THE THIRD QUARTER ENDED 31 DECEMBER 2004

The figures have not been audited

1. Accounting policies

The interim financial report has been prepared in accordance with MASB 26 “Interim Financial Reporting” and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 March 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 31 March 2004.

2. Audit qualification

The audit report of the Group’s preceding year was not qualified.

3. Seasonal or cyclical factors

The Group’s operations are not subject to seasonal or cyclical fluctuation.

4. Unusual items

There were no unusual items affecting assets, liabilities, equity, net income and cash flow for the current financial period.

5. Changes in estimates of amount reported

There were no significant changes in estimates of amount reported in prior interim period or prior financial year that have a material effect in the current financial period.

6. Issuance and repayment of debt and equity securities

There were no issuance and repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the financial period to date, other than shares issued under the Company’s Employees Share Option Scheme.

7. Dividend paid

The Board of Directors recommended a final dividend of 10 cents per share, tax exempt, amounting to RM8,195,752 in respect of the financial year ended 31 March 2004 and this dividend payment was approved by the shareholders at the Annual General Meeting of the Company held on 24 September 2004. The final dividend was paid on 11 November 2004 to the shareholders. 

8. Segmental reporting

	
	Revenue
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	-
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9. Valuation of property, plant and equipment

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

10. Subsequent events

There were no material events subsequent to the end of the current quarter that have not been reflected in the interim financial report.

11. Changes in composition of the Group

On 2nd March 2004, the Company acquired 510 ordinary shares of GBP1.00 each equivalent to 51% of the issued and paid-up share capital of Boston Acoustics Distribution (UK) Limited (“BADUK”), a company incorporated in the United Kingdom. The principal activity of BADUK is distribution of Boston Acoustics Inc.’s products in the United Kingdom.

On 29th November 2004, the Company subscribed for 60 ordinary shares of USD1.00 each representing 60% equity interest in Winmax Holdings Group Limited (“Winmax Limited”), a company incorporated in the British Virgin Islands, United Kingdom for a cash consideration of USD1.95 million or approximately RM7.47 million (“Winmax Subscription”). Upon completion of the Winmax Subscription by FPIB, Winmax Limited thereafter subscribed for new ordinary shares in its 65% held subsidiary, FP Group Limited (“FPGHK”), a company incorporated in Hong Kong. Winmax Limited is principally an investment holding company. FPGHK is a company incorporated in Hong Kong and presently owns a manufacturing facility in Dongguang, People’s Republic of China and is involved in the manufacturing of speaker system, speaker units, injection moulding for plastic components, tool making and the manufacture of speaker cords. 

On 16th February 2005, Asia Pacific Card & Systems Sdn Bhd (“APCS”), a 89% owned subsidiary of the FPIB, acquired 2 ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of Constant Ahead Sdn Bhd (“CASB”). CASB is a dormant company and has become a 100% owned subsidiary of APCS.

There are no other changes in the composition of the Group for the current financial period to date. 

12. Contingent liabilities or contingent assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date.

13. Review of performance

The Group recorded a loss before taxation of RM967,000 for this quarter as compared to a profit before taxation of RM3,582,000 for the preceding year corresponding quarter mainly due to the drop in sales by 13%, increased material costs and the inclusion of the results of one newly incorporated subsidiary company.  

14. Comparison with previous quarter’s results

The Group recorded a loss before taxation of RM967,000 for this quarter as compared to a profit before taxation of RM5,713,000 for the previous quarter mainly due to the reasons mentioned in Note 13.

15. Prospects for the current financial year

Barring unforeseen circumstances, the Directors are of the opinion that the operating results achieved for the financial year ended 31st March 2004 would be sustainable for the financial year ending 31st March 2005.

16. Deviation from profit forecast and profit guarantee

Not applicable.

17. Taxation

Taxation comprises: -

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current Year


	
	Preceding Year
	
	Current Year


	
	Preceding Year

	
	Quarter
	
	Corresponding
	
	To Date
	
	Corresponding

	
	
	
	Quarter
	
	
	
	Period

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Current taxation
	199
	
	638
	
	1,867
	
	1,778

	Deferred tax – current year
	(78)
	
	-
	
	15
	
	-

	Under/(Over) provision of


	
	
	
	
	
	
	

	 taxation in prior years 
	1
	
	-
	
	1


	
	-

	
	122
	
	638
	
	1,883
	
	1,778


The effective tax rate for the financial period to date is lower than the statutory tax rate mainly due to the utilisation of unabsorbed and current reinvestment allowance for the Company and one subsidiary company.

The effective tax rate for the current quarter is higher than the statutory tax rate mainly due to the non-availability of group relief where tax losses of certain subsidiary companies cannot be set-off against the taxable profits of other subsidiary companies.

18. Profit on disposal of properties and unquoted securities

There was no sale of unquoted investments and/or properties for the current quarter and financial period to date. 

19. Purchase or disposal of quoted securities

There is no purchase and/or disposal of quoted securities for the current financial period to date. 

Investment comprises: -

	
	As at 31/12/2004


	
	As at 31/03/2004



	
	RM’000
	
	RM’000

	At cost:-
	
	
	

	
	
	
	

	Shares quoted in Malaysia
	20,741
	
	20,741

	
	
	
	

	At market value:-
	
	
	

	
	
	
	

	Shares quoted in Malaysia
	26,397
	
	24,058


20. Corporate proposals

There was no corporate proposal announced which remained incomplete as at the date of issue of the interim report.

21. Group borrowings (interest bearing) and debt securities

	
	AS AT END OF CURRENT


	
	AS AT PRECEDING



	
	QUARTER
	
	FINANCIAL YEAR END

	
	RM’000
	
	RM’000

	Repayable within twelve months:-
	
	
	

	Bankers’ acceptances – secured
	14,132
	
	18,539

	Bank overdraft – secured
	-


	
	549

	Hire-purchase and lease creditors
	-
	
	9

	Term loans – secured


	119
	
	2,235

	Sub total
	14,251
	
	21,332

	
	
	
	

	Repayable after twelve months:-


	
	
	

	Term loans – secured


	1,016
	
	65

	Total
	15,267
	
	21,397


The above include borrowings denominated in foreign currency as follows:-

	
	As at 31/12/2004


	
	As at 31/03/2004



	
	RM’000
	
	RM’000

	GBP borrowings
	1,135
	
	1,008


22. Financial instruments with off balance sheet risk

During the financial period, the Group entered into foreign currency forward contracts to manage exposures to foreign exchange risk.

As at 31st December 2004, the notional amount forward foreign exchange contracts that were entered into by the Group to hedge its foreign sales were RM6.5 million. The settlement dates of these forward contracts range between 1 and 3 months.

23. Material litigation

There was no pending material litigation since the last annual balance sheet date.

24. Dividend

The Directors do not recommend or declare any interim dividend for the current quarter ended 30 December 2004.

25. Earnings per share
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				Individual Quarter				Cumulative Quarters

				Current Year Quarter		Preceding Year Corresponding Quarter		Current Year To Date		Preceding Year Corresponding Period

				31/12/2004		31/12/2003		31/12/2004		31/12/2003

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

		Net (loss)/profit for the period		(669)		2,799		8,560		4,825

		Weighted average no. of shares		82,107		81,958		82,007		81,954

		('000)

		Basic earnings per share (sen)		(0.81)		3.42		10.44		5.89
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				Individual Quarter				Cumulative Quarters

				Current Year Quarter		Preceding Year Corresponding Quarter		Current Year To Date		Preceding Year Corresponding Period

				31/12/2004		31/12/2003		31/12/2004		31/12/2003

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

		Net (loss)/profit for the period		(669)		2,799		8,560		4,825

		Weighted average no. of shares		82,543		82,291		82,293		82,724

		('000)

		Diluted earnings per share (sen)		(0.81)		3.40		10.40		5.83






