AIC CORPORATION BERHAD (“AIC” or “the Company”)
AUDITED CONSOLIDATED INCOME STATEMENT


INDIVIDUAL PERIOD
INDIVIDUAL PERIOD
CUMULATIVE PERIOD
CUMULATIVE PERIOD


CURRENT YEAR 

QUARTER
PRECEDING YEAR CORRESPONDING QUARTER
CURRENT YEAR TO DATE
PRECEDING YEAR CORRESPONDING PERIOD



31.12.99


31.12.99

31.12.98
31.12.98



RM’000

RM’000

RM’000

RM’000

1(a) Turnover

88,772


286,440

177,181

  (b) Investment income

-



-

-

  (c) Other income including 

interest income

137


1,686

1,410







2(a) Operating profit/(loss) before interest on borrowings, depreciation

and amortisation, exceptional items, income tax, minority interests and extraordinary items

14,098


 56,181




32,205




(b) Less interest on borrowings

(1,806)


(9,409)

(11,936)

(c) Less depreciation and amortisation

(4,194)


(19,382)

(15,653)

(d) Exceptional items

5,417


5,529

6,998

(e) Operating profit/(loss) after interest on borrowings, depreciation and amortisation and exceptional items but before income tax, minority interests and extraordinary items

13,515


32,919

11,614

(f) Share in the results of associated companies

709


3,880

2,643

(g) Profit/(loss) before taxation, minority interests and extraordinary items

14,224


36,799

14,257

(h) Taxation

(912)


(2,345)

(3,834)

(i) (i) Profit/(loss) after taxation before deducting minority interests

13,312


34,454

10,423

(ii) Less minority interests

(2,587)


(8,796)

(2,196)

( j) Profit/(loss) after taxation attributable to members of the company

10,725


25,658

8,227

(k) Extraordinary items

-


-

-

( i) 








(ii) Less minority interests

-


-

-

(iii)Extraordinary items attributable to members of the company

-


-

-

( l) Profit/(loss) after taxation and extraordinary items attributable to members of the company 

10,725


25,658

8,227

3 (a) Earnings per share based on 2(j) above after deducting any provisions for preference dividends, if any :





(i) Basic ( based on ordinary shares – sen )

33.0


80.1

29.2

(ii) Fully diluted ( based on ordinary shares – sen)

33.0


80.1

29.2

Dividend per share (sen)

-


4.00

3.60

4 (a)





 (b) Dividend Description


First and Final Tax Exempt
First and Final Tax Exempt



AS AT END OF CURRENT QUARTER

AS AT PRECEDING FINANCIAL YEAR END

5.
Net tangible assets per share (RM)


3.7



2.6






AIC CORPORATION BERHAD 




AUDITED CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 1999











              AS AT END OF
           AS AT PRECEDING



 CURRENT QUARTER
   FINANCIAL YEAR END



                        31/12/1999
                             31/12/1998



                            RM'000
                                 RM'000







Fixed Assets
170,283
                                  139,159







Property Development    Expenditure


22,639
                                    21,093 







Investment in Associated Companies
22,239
                                    18,254 







Long Term Investments
                                    60
                                          36 







Intangible Assets
                             40,429
                                    49,457 







Current Assets




Stocks
                             24,788
                                    18,354 


Trade Debtors
                             57,747
                                    51,153 


Other debtors, deposits


and prepayments
6,082
                                      8,036 


Fixed deposits with                                        licensed banks                    
44,775
                                    49,063 


Cash and bank balances
                             37,120
                                    21,307 









              



                           170,512
                                  147,913 












Current Liabilities




Short Term Borrowings
42,169
                                    24,319 


Trade Creditors
33,547
                                    30,206 


Other Creditors and    Accruals
24,705
                                    22,448 


Provision for taxation
5,002
                                      5,768 


Finance lease and hire purchase creditors
2,440
                                      2,454 


Proposed dividend
1,310
                                      1,161 


Amount due to associated companies
                                  -
                                      1,040 



                        109,173 
                                    87,396 


   




Net Current Assets 
61,339                           


                                    60,517

 








                        316,989 
                                  288,516 

















Shareholders' Funds
                              160,846 
                                   131,145 


Share Capital
                                32,765 
                                     31,802 


Reserves
                              128,081 
                                     99,343 


Share Premium
                               62,341 
                                    57,940 


Capital Reserve
                                 2,014 
                                         414 


Reserve on Consolidation
                                 6,114 
                                      6,114 


Merger Reserve
                                 2,592 
                                      2,592 


Exchange Fluctuation                  Reserve
                                 1,531 
                                      1,542        


Retained Profit
                               53,489 
                                    30,741 







Minority Interests
                               42,513
                                    49,089 







Finance Lease and Hire Purchase Creditors
                                 3,592 
                                      5,738 







Term Loans
                               59,465 
                                    52,037 







Redeemable Unsecured Bank Guaranteed Bonds
                               50,000 
                                    50,000 







Deferred Taxation
                                    573 
                                        507 













                             316,989 
                                  288,516 












Notes:

1 Accounting policies

The same accounting policies and methods of computation are followed in the quarterly financial statement as compared with the most recent financial statement.

2
Exceptional items
Included in the current year's operating profit are exceptional income of:


Year Ended
Year Ended
4th Quarter


1998
1999
1999

RM’000
RM’000
RM’000

(i) Dilution / Accretion of shareholding in 

a subsidiary
6,998
112
-

(ii)
Gain on disposal of seatbelt subsidiaries
-
4,767
4,767

(iii)
Gain on disposal of seatbelt related assets
-
650
650



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



6,998
5,529
5,417



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

3
Extraordinary items

There is no extraordinary item.

4
Taxation

The tax figure contains transfer to deferred tax of RM64,000 and there is no adjustment for under provisions in respect of prior year.  Included in the current year tax figure is a writeback of overprovision of RM512,000.

The tax figure in 1998 contained transfer from deferred tax of RM273,000 and adjustment for under provisions of RM22,000 in respect of prior year.

5
Pre-acquisition profits

The pre-acquisition loss arising from the acquisition of additional shareholding in a subsidiary company during the year ended 31 December 1999 is RM16,000.  There is no pre-acquisition profit / loss in the current quarter.


The pre-acquisition profit arising from subsidiary companies acquired in 1998 was RM792,212.

6
Sale of investments / properties

For the current quarter, there is a gain of RM4,767,000 and RM650,000 on disposal of the seatbelt subsidiary companies and seatbelt related assets respectively.  There is no profit on sale of investments / properties in the previous quarters.

In 1998, there was a loss on the disposal of investment in an associated company in Philippines amounting to RM316,000.

7
Quoted securities

The particulars of quoted securities by the Group are as follows:-


(a)
There is no purchase or sales of quoted securities for the current period;


(b)
Investments in quoted shares as at end of the reporting period:-



  RM


Total investments at cost

86,970

Total investments at carrying value / book value (after provision for diminution in value)

59,025


Total investment at market value at end of reporting period

67,579


8
Group structure

Disposal of seatbelt business 


As announced on 20 October 1999, the following transactions relating to the disposal of the Group’s seatbelt business have been completed on 18 October 1999:-

(a) The disposal by AIC of 6,300,000 ordinary shares of RM1.00 each representing AIC’s entire 70% equity interest in Autobelt Sdn. Bhd.(“AB”) to Insight Gem Sdn. Bhd.(“IGSB”) for a cash consideration based on 70% of the adjusted consolidated net tangible assets (“NTA”) of the AB Group plus a premium of RM5.35 million (“AB Disposal”); and

(b) The disposal by Brimal Holdings Sdn. Bhd. (“Brimal”), a wholly-owned subsidiary of AIC, of assets relating to the assembling of car seat belts and seatbelt related products including plant, machinery, equipment, stocks and trading debts (“Assets”) to IGSB for a cash consideration based on the adjusted book value of the Assets plus a premium of RM650,000 (“Assets Disposal”).

Based on negotiations and findings of the due diligence review on AB and the Assets, the total purchase consideration for the AB Disposal and Assets Disposal has been agreed at RM24.662 million (inclusive of the RM5.35 million premium) and RM3.915 million (inclusive of the RM650,000 premium ) respectively.

Internal Restructuring 

Following the completion of the disposal of the seatbelt business, ie. the sale of shares in AB and the sale of seatbelt-related assets by Brimal on 18 October 1999, the Board of Directors of AIC has decided to restructure its non-core business, ie. the remaining automotive companies, Brimal and Autovisor Plastics Sdn Bhd (“AVP”) and the Plastics Division of AIC, namely Custom Tooling Holdings Sdn Bhd (“CTH”) and its subsidiaries by regrouping them under AIC Inspirasi Sdn Bhd (“AICI”), a wholly owned subsidiary of AIC, which will be collectively known as the Electronics Division of AIC Group (“Proposed Internal Restructuring”).  AVP and CTH are wholly-owned subsidiaries of AIC. With the establishment of the Electronics Division, the Automotive and Plastics Division of AIC ceases to exist.  The core business of this new division shall be the design and manufacture of consumer, telecommunication and automotive electronic products including its own designed products.

The Proposed Internal Restructuring will allow AIC to streamline all of AIC’s investments in companies related to the automotive, electronic and plastics industry and placed under its wholly-owned subsidiary, AICI for better management and marketing control and to upgrade its capabilities to design and manufacture higher end automotive and consumer electronic products.  The Proposed Internal Restructuring will also maximise the use of its existing facilities and tapping the research and development activities of AIC Microelectronics Sdn. Bhd., a subsidiary of AIC, to provide a one-stop solution provider for the consumer, telecommunication and automotive electronic products in Malaysia.

Pursuant to the Proposed Internal Restructuring and as announced on 5 November 1999 the Company had on the same date entered into the following internal restructuring agreements:-

1) Share Sale Agreement between AIC and AICI for the disposal by AIC of 1,000,000 ordinary shares of RM1.00 each representing AIC’s entire 100% equity interest in AVP to AICI for a cash consideration of approximately RM2,827,575 being the amount equivalent to the net tangible asset value of AVP as at 30 September 1999.

2) Share Sale Agreement between AIC and AICI for the disposal by AIC of 2,455,826 ordinary shares of RM1.00 each representing AIC’s entire 100% equity interest in CTH to AICI for a cash consideration of approximately RM4,992,366 being the amount equivalent to the consolidated net tangible asset vale of CTH and its subsidiaries as at 30 September 1999.

Increase in shareholding 

The following changes in the shareholding of the subsidiary companies had taken place:

(i) In April 1999, Brimal had purchased 206,800 ordinary shares of RM1.00 each in Brimal Stampress Engineering Sdn. Bhd. (“BSE”) from an individual, Yong Nyok Lin for a purchase consideration of RM125,000, thus increasing its shareholding in BSE from 79% to 100%.


As announced on 10 May 1999, Brimal had entered into two Share Sale Agreements with two individual purchasers namely Mohamad Nor Bin Abu Bakar and Mohd Zainorlizam bin Kordi for the disposal of 715,105 and 306,474 ordinary shares of RM1.00 each respectively representing 100% equity interest in BSE for a cash consideration of RM450,000.  


The disposal was completed end of August 1999.

(ii) In May 1999, the Company had subscribed an additional 2,525,000 ordinary shares of RM1.00 each at par in AIC Semiconductor Sdn. Bhd. (“AICS”) pursuant to AICS’s rights issue exercise.  After the subscription, the direct shareholding in AICS remains at 10.1%.

AIC Technology Sdn. Bhd. (“AICT”), a 75% subsidiary of AIC had also subscribed an additional 22,475,000 ordinary shares of RM1.00 each at par in AICS.  After the subscription, AICT’s effective equity interest in AICS increased from 55% to 78.5%.

Out of these, 13,750,000 ordinary shares are subscribed based on a rights issue basis and the remaining 8,725,000 ordinary shares are subscribed by AICT as a result of the renouncement of their rights to subscribe by the other shareholders.

(iii)
As announced on 5 October 1999, the Company has on 5 October 1999 entered into a Sale and Purchase Agreement with Emerald Asia Sdn Bhd (“EASB”) for the purchase by AIC of 224,916 ordinary shares of RM1.00 each and 196,039 cumulative redeemable preference shares of RM1.00 with a share premium of RM9.00 per preference share (“Preference Shares”) from EASB, representing their 2.8% and 3.0% interest in the issued and paid-up ordinary share and preference shares in AIC respectively for a total cash consideration of RM2,185,306 (“Share Purchase”).  After the Share Purchase, the Company’s shareholdings in AICT has increased from 72.2% to 75%.

(iv) As announced on 27 August 1999, the Company had on 26 August 1999 entered into a Sale and Purchase Agreement (“SPA”) with Sierra Way Sdn Bhd (“SWSB”) for the purchase of 1,800,000 ordinary shares of RM1.00 each and 4,200,000 convertible redeemable preference shares of RM1.00 each from SWSB, representing their entire 4.86% and 15% interest in the issued and paid-up ordinary shares and preference shares in AICS respectively for a total cash consideration of RM4,050,000.


The transaction was completed on 15 November 1999.  As a result, the Company’s direct shareholding in AICS has increased from 10.1% to 15.0%.

9
Corporate proposals

Status of corporate proposals announced but not completed within 7 days from the issue of this quarterly report are as follows:

(a)
On 28 June 1999, the Company had announced its proposals to:

· issue Replacement Warrants to holders of the existing AIC warrants 1998/2003 at an issue price of RM0.20 per Replacement Warrant on the basis of one (1) Replacement Warrant in substitution and upon the surrender and cancellation of one (1) existing warrant held on a date to be determined and announced later;

· issue New Warrants to the existing shareholders of AIC at an issue price of RM0.20 per New Warrant on the basis of one (1) New Warrant for every five (5) existing AIC shares held on a date to be determined and announced later;

· increase the authorised share capital from RM50 million comprising 50 million ordinary shares of RM1.00 each to RM100 million comprising 100 million ordinary shares of RM1.00 each.


The existing AIC warrants 1998/2003 ("Existing Warrants") were issued together with the RM50 million nominal value 5-year 2.5% coupon redeemable unsecured bank guaranteed bonds ("Bonds").


The Replacement Warrants and New Warrants will have an exercise price closer to the prevailing market price of AIC shares and are more likely to be exercised compared to the Existing Warrants.  Therefore, the above proposals will increase the ability of the Group to raise funds to redeem the Bonds. 


As announced on 16 November 1999, the Securities Commission (“SC”) has in its letter dated 9 November 1999 approved the proposed issue of the Replacement Warrants.  The proposed issue of New Warrants was not approved as the proposal does not comply with the present guidelines of the SC in respect of naked warrants.


The Board of Directors has accepted the decision of the SC.  The proposed issue of Replacement Warrants has been approved by Bank Negara Malaysia on 19 October 1999 and is now conditional upon the approval of the shareholders of AIC at the Extraordinary General Meeting to be convened on the 28 January 2000.


On 22 November 1999, the Company has announced that the exercise price for the Replacement Warrants is fixed at RM7.60.

(b)
As announced on 17 September 1999, AIC Properties Sdn Bhd ("AICP"), a subsidiary of AIC had on the same date, entered into a Joint Venture Agreement ("JVA") with Prosper Place Sdn Bhd ("PPSB") for the divestment by AICP of its development rights to PPSB ("the Divestment"), to develop four parcels of freehold land located in Mukim of Hulu Kelang, Daerah Gombak, Selangor Darul Ehsan measuring approximately 20.6 acres in aggregate ("the Land").  


The cash consideration for the grant by AICP to PPSB of the right to develop the Land is RM24 million.  As as todate, AICP had received RM0.5 million being earnest deposit.  The remaining RM23.5 million will be payable over 36 months from the date of fulfilment of all conditions precedent.  The proposal is subject to obtaining the approval of the shareholders of AIC at the Extraordinary General Meeting to be convened on 28 January 2000.  


The Divestment will enable the Group to realise its investment in the said Land and concentrate more of its resources on its high technology and related businesses.  In addition, it will also enable the Group to reduce its gearing as the consideration from the Divestment will be utilised to repay its bank borrowings.

(c) On 10 December 1999, the Company has announced that Nucleus Electronics Pte Ltd (“NEPL”), a 80%-owned subsidiary of AIC Technology Sdn Bhd (“AICT”), which in turn is 75%-owned by AIC, proposes to make an application to the Singapore Exchange Securities Trading Limited (“SESTL”) for the purpose of listing its shares on the Stock Exchange of Singapore Dealing And Automated Quotation System (“SGX-SESDAQ”).  

The Proposed Listing is conditional upon the followings being obtained:-

(i) the approval of the shareholders of AIC at an extraordinary general meeting to be convened on 28 January 2000;

(ii) the permission of the SESTL for dealing in and quotation for NEPL shares of S$0.10 per share on the SGX-SESDAQ; and

(iii) any other relevant approvals, if required.

10
Seasonal / Cyclicality factors
There are no material seasonal or cyclical factors affecting the income and performance of the Group during the financial quarter ended 31 December 1999.

11. Debt / Equity securities and Share buy-back
Redeemable Unsecured Bank Guaranteed Bonds 
The RM50,000,000 nominal value 2.5% Redeemable Unsecured Bank Guaranteed Bonds 1998/2003 (“Bonds”) constituted by a Trust Deed dated 21 April 1998 were issued on 18 May 1998 together with 9,203,002 detachable warrants (“Warrants”).  The main features of the Bonds and Warrants are as follows:-

(a)
The Bonds carry a fixed coupon rate of 2.5% per annum payable semi-annually in arrears on 30 June and 31 December;

(b)
Unless previously redeemed, repurchased or cancelled by the Company, the Bonds will be redeemed by cash at their nominal value together with the interest accrued on maturity date on 17 May 2003; and

(c) The Warrants are transferable and are quoted on the Kuala Lumpur Stock Exchange.  Holders of the Warrants have the right to subscribe in cash at any time during the exercise period at the exercise price of RM9.00 per ordinary share of RM1.00 each.  The exercise price may be adjusted in accordance with the provisions contained in the Deed Poll dated 21 April 1998.  As at period end, none of the Warrants had been exercised.

As mentioned in 9(b) above, the SC has approved the Company’s proposed issue of Replacement Warrants to holders of the existing AIC warrants at an issue price of RM0.20 per Replacement Warrant on the basis of one (1) Replacement Warrant in substitution and upon the surrender and cancellation of one (1) existing warrant held on a date to be determined and announced later. The exercise price for the Replacement Warrants has been fixed at RM7.60.

Increase in share capital

During the year, the paid-up share capital of the Company has increased from RM31,801,673 to RM32,764,673 as a result of the exercise of 963,000 shares of RM1.00 each at an exercise price of RM5.61 per share pursuant to the company’s Employee Share Option Scheme (“ESOS”). 


Subsequent to 31 December 1999, the share capital of the Company was further increased to RM33,332,673 as a result  of the exercise of 568,000 shares pursuant to the ESOS.

12.
Group borrowings
Group Borrowings as at 31 December 1999:



RM’000

Secured

157,666

Unsecured

-

TOTAL BORROWINGS

157,666



RM’000

Short Term

44,609

Long Term

113,057

TOTAL BORROWINGS

157,666



RM’000

Foreign Currency 

USD11,391,316 @ 3.80

SGD924,994 @ 2.30

43,287


2,127

Local Currency

112,252

TOTAL BORROWINGS

157,666

13
Contingent liabilities
The Group does not have any contingent liabilities as at the date of this report.

14
Off-balance sheet risks
There is no financial instrument with off balance sheet risk as at the date of this report.

15
Material Litigation
There is no pending material litigation as at the date of this report.

16 Segmental Reporting

Analysis by Activity



       Turnover

Profit before Tax
Total assets employed



         RM’000

                RM’000

                 RM’000






Investment Holding

634

1,480

37,067

Electronics Division

61,507

6,421

51,388

Semiconductor  Division
191,376
21,932
256,643

IT Division

32,789

3,277

32,003

Property Division

134

(191)

26,822



286,440

32,919

403,923

Share of results in




 Associated companies

36,200

3,880

22,239



322,640

36,799

426,162





















Remarks:  The Electronics Division was formerly known as Automotive Division and Plastics Division.  Please refer to Note 8 on internal restructuring.

17
Quarterly Analysis
As compared to our 3rd quarter’s profit before tax, the current quarter’s results register a 52% growth as a result of the followings:

(i) the subsidiary in the information technology division registered a strong growth in profit due to more contracts secured and executed during the quarter; and

(ii) gain on disposal of seatbelt business and seatbelt related assets of RM5,417,000.

The earnings for the quarter was partially offset by the disposal of the seatbelt business and assets resulted in the non contribution to the profit by the seatbelt business from 18 October 1999.

18
Review of Results
As mentioned in our 3rd quarter results announcement on 17 November 1999, the Group had registered a better overall profit performance on the back of an improved GDP for the country, a more favourable business environment and the recovery of the global semiconductor business.  

The Group had registered a favourable performance due to the following factor: (in addition to the factors as mentioned in Note 17 above):

(i) the integrated circuits (“IC”) assembly and test plant and the IC distribution business in the semiconductor division continued to be profitable due to high semiconductor demand and increased lead times respectively; and

(ii) improvement in the performance of the associated companies in the metal division as a result of high demand from the semiconductor and electronics industry.

19
Prospects
With a favourable outlook of the worldwide semiconductor industry in 2000 and the improved economy in Malaysia, the Group is expected to do better in 2000 with high growth projected for the semiconductor division due to increase in capacity.

20
Profit guarantee 

As indicated in our half year results announcement dated 27 September 1999 regarding the profit guarantee given by the NEPL’s vendors, the shortfall in the profit guarantee for the years ended 31 March 1998 and 31 March 1999 amounting to RM88,200 and RM770,723 respectively had been fully compensated by the vendors of NEPL.

21 Earnings per share
The earnings per share for the financial year has been calculated on the Group’s profit after taxation and minority interests of RM25,658,000 on the weighted average number of shares in issue of 32,014,000.

The earnings per share for the current quarter has been calculated on the Group’s profit after taxation and minority interests for the current quarter of RM10,725,000 on the weighted average number of shares in issue of 32,467,184.

The assumed conversion of the warrants during the period is assumed to be antidilutive for the Group; accordingly, the basic and fully diluted earnings per share of the Group are assumed to be the same.

22
Dividend

The Board of Directors recommend the payment of a first and final tax exempt dividend of 4% (1998 – 3.6%) per ordinary share amounting to RM1,310,587 (1998 – RM1,144,860) in respect of the financial year ended 31 December 1999.

The book closure date for the purpose of determining the shareholders’ entitlements to the said dividend will be determined and announced at a later date.

23
Year 2000 (“Y2K”) Compliance
The Company did not encounter any critical Year 2000 disruptions in all its IT and production operations in the new millennium.  The rigorous Year 2000 remedial efforts undertaken by the Company appear to be successful.  The Company does not anticipate the Year 2000 issue to have any significant negative impact on its business operations.
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