AIC CORPORATION BERHAD (“AIC” or “the Company”)
UNAUDITED 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



30.09.2000

30.09.1999

30.09.2000

30.09.1999




RM’000

RM’000

RM’000

RM’000

1(a) Turnover

82,832

68,117

229,537

197,668

  (b) Investment income

-

-

-

-

  (c) Other income including 

interest income

877



2,220

2,634




3,103







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

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

19,324

15,756

58,638

42,083

(b) Less interest on borrowings

(2,494)

(2,395)

(7,336)

(7,603)

(c) Less depreciation and amortisation

(5,195)

(5,097)

(18,006)

(15,188)

(d) Exceptional items

957

-

957

112

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

12,592

8,264

34,253

19,404

(f) Share in the results of associated companies

1,133

1,089

4,110

3,171

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

13,725

9,353

38,363

22,575

(h) Taxation

(1,872)

(328)

(5,098)

(1,433)

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

11,853

9,025

33,265

21,142

(ii) Less minority interests

(3,844)

(2,581)

(10,133)

(6,209)

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

8,009

6,444

23,132

14,933

(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 

8,009

6,444

23,132

14,933

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 )  NOTE

11.70

9.75

34.00

22.60

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

10.18

9.75

29.49

22.60

Dividend per share (sen)

-


-

-

4 (a)





 (b) Dividend Description







AS AT END OF CURRENT QUARTER

AS AT PRECEDING FINANCIAL YEAR END

5. Net tangible assets per share (RM)

6. NOTE


2.25



1.80

NOTE:  Computations are based on post bonus basis.






AIC CORPORATION BERHAD 

UNAUDITED CONSOLIDATED BALANCE SHEET AS AT 30 SEPTEMBER 2000








              AS AT END OF
           AS AT PRECEDING



 CURRENT QUARTER
   FINANCIAL YEAR END



                        30/09/2000
                             31/12/1999



                            RM'000
                                 RM'000







Fixed Assets


177,035

170,283







Property Development    Expenditure



20,534  




          22,639







Investment in Associated Companies
26,770
                                    22,239

 







Long Term Investments
60
                                     
60







Intangible Assets
38,163                             

40,429







Current Assets




Investment

Stocks
1,650

34,633
-

24,788 


Trade Debtors
50,199                              
57,747


Other debtors, deposits


and prepayments
13,130 
6,082


Fixed deposits with                                        licensed banks
76,805
44,775


Cash and bank balances
12,167
37,120


Amount due from associated companies
407
-













188,991 
170,512












Current Liabilities




Short Term Borrowings
30,476 
42,169


Trade Creditors
37,056 
33,547


Other Creditors and    Accruals
17,571 
24,705


Provision for taxation
6,144 
5,002


Finance lease and hire purchase creditors
3,264 
2,440


Proposed dividend
- 
1,310








94,511                          
109,173


   




Net Current Assets 
94,480                            


61,339








357,042                          
316,989

















Shareholders' Funds
192,137
160,846


Share Capital
68,266
32,765


Reserves
123,871
128,081


Share Premium
36,967
                                    62,341 


Capital Reserve
16,976
                                      2,014 


Reserve on Consolidation
6,114
                                      6,114 


Merger Reserve
2,592
                                      2,592 


Exchange Fluctuation                  Reserve
365
                                      1,531        


Retained Profit
60,857
                                    53,489 













Minority Interests
63,084
42,513







Finance Lease and Hire Purchase Creditors
2,779
3,592







Term Loans
48,652
59,465







Redeemable Unsecured Bank Guaranteed Bonds
50,000
50,000







Deferred Taxation
390
573













357,042
316,989







Net Tangible Assets Per Share (RM) –

Post bonus basis



2.25

1.80







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 quarter’s operating profit is an exceptional income of RM957,622 arising from the Company’s increased share of net assets in an associated company after the listing of the latter on the Second Board of Kuala Lumpur Stock Exchange in August 2000.  There was no exceptional items in the corresponding quarter.

Included in the corresponding period ended 30 June 1999’s operating profit is an exceptional income of RM112,000 arising from the Company’s accretion of shareholding in a subsidiary company.

3
Extraordinary items

There is no extraordinary item in current quarter and the corresponding quarter ended 30 September 1999.

There is also no extraordinary item in the current period and the corresponding period.

4
Taxation

There is no transfer from / to deferred tax for the current quarter and there is no adjustment for under/over provisions in respect of prior year.  For the corresponding quarter ended 30 September 1999, the tax figure contains transfer from deferred tax of RM33,000 and there is no adjustment for under/over provisions in respect of prior year.

The tax figure for the current period contains transfer to deferred tax of RM51,000 and there is no adjustment for under / over provisions in respect of prior year.  Included in the corresponding period tax figure is a writeback of overprovision of RM490,000.

5
Pre-acquisition profits

There is no pre-acquisition profit / loss in the current quarter and the corresponding quarter ended 30 September 1999.


There is no pre-acquisition profit / loss for the current period ended 30 September 2000.  The pre-acquisition loss arising from the acquisition of additional shareholding in a subsidiary company during the corresponding period ended 30 September 1999 was RM16,000. 

6
Sale of investments / properties

There is no sale of investments / properties in the current quarter and the corresponding quarter ended 30 September 1999.

There is also no sale of investments / properties in the current period ended 30 September 2000 and for the corresponding period ended 30 September 1999.

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)

59,879


Total investment at market value at end of reporting period

57,025


8
Group structure
As announced on 16 October 2000, Custom Tooling Holdings Sdn Bhd (“CTH”), a 100% owned subsidiary of AIC had entered into the following agreements on 13 October 2000:-

i)
Share Sale Agreement ("SPA") between CTH and Custom Technology (S) Pte Ltd ("CTPL") for the sale by CTH of 70,000 ordinary shares of S$1.00 each, equivalent to 28.57% of the present equity capital, in CTES, a wholly owned subsidiary of CTH, to CTPL for a total cash consideration of RM1,733,333; 

ii)
Subscription Agreement ("SA") between CTES and CTPL in relation to CTPL’s subscription of  105,000 new ordinary shares of S$1.00 each in CTES for a total cash consideration of S$1,181,818, thus reducing CTH’s equity interest in the enlarged capital of CTES to 50% after the completion of the SPA and the enlarged paid-up share  capital; and


(The SPA and SA are hereinafter known as the "Proposals")

iii)
Shareholders’ Agreement ("SHA") between CTH and CTPL to give effect to their intentions and respective rights as shareholders in CTES and to regulate the company’s affairs.

Prior to the Proposals, CTES, a wholly owned subsidiary of CTH, then undertook an internal restructuring when it transferred 150,002 ordinary shares of RM1.00 each and 80,000 ordinary shares of RM1.00 each in Custom Tooling (Malaysia) Sdn Bhd (“CTM”) and Custom Tooling Engineering (Malaysia) Sdn Bhd (“CTEM”) respectively to CTH for a cash consideration of SGD99,787 based on the book value of the investment in CTES’s books (“Internal restructuring”).  Thus, CTH will hold 100% equity interest directly in CTM and CTEM instead of indirectly through CTES previously.

The Proposals were completed on 23 October 2000.

9
Corporate proposals

Status of corporate proposals announced previously and completed during the current quarter 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;


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").


As announced, 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 and the shareholders of AIC on 19 October 1999 and 28 January 2000 respectively.


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

A total of 17,446,064 Warrants were replaced.  The Replacement Warrants were allotted on 24 July 2000 and were listed on 9 August 2000.

(b)
On 17 April 2000, the Company has announced that Jotech Holdings Berhad (“Jotech”), a 40%-owned associated company of the Company proposes to undertake a capital restructuring exercise for the purpose of listing of Jotech shares on the Second Board of the Kuala Lumpur Stock Exchange (“KLSE”), which has been approved by the Securities Commission (“SC”) on 8 March 2000 (“Proposed Listing”).

We are pleased to announce that Jotech was listed on the KLSE on 9 August 2000.  After the listing, AIC’s shareholding in Jotech had been reduced from 40% to 34%.

(c) As announced on 12 May 2000, the Company has on 10 May 2000 entered into a Sale and Purchase of Shares Agreement (“the S & P Agreement”) with Mr Tan Kean Lee, Mr Goh Chea Sit and Mr Boey Weng Seng (collectively known as “the Vendors”), the shareholders of ECI Integrated Holdings Sdn Bhd (“ECI”) for the purchase by AIC of 2,513,281 ordinary shares of RM1.00 each in ECI (“ECI Shares”), representing 51% of the entire issued and paid-up capital of ECI, in proportion to the current shareholding of the Vendors, for a total cash consideration of RM7,548,300.

As announced on 9 June 2000, the Company has on 8 June 2000 entered into a Novation Agreement with the Vendors of ECI and AIC Inspirasi Sdn Bhd (“AICI”), a wholly owned subsidiary of AIC to vary the S & P Agreement dated 10 May 2000 whereby AICI will substitute AIC as the purchaser of the ECI Shares.

Foreign Investment Committee’s approval had been obtained on 14 July 2000 on the above purchase of shares.

On 11 August 2000, the Company announced that both AICI and the Vendors have mutually agreed not to proceed with the proposed share purchase.

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

(a)
As announced on 6 November 2000, Nucleus Electronics Ltd ("Nucleus"), a subsidiary of AIC via AIC Technology Sdn Bhd, has on 3 November 2000 entered into a Subscription and Shareholders Agreement ("the Agreement") with the existing shareholders of Neolec International Inc ("Neolec"), for the subscription by Nucleus of 4,995,919 new ordinary shares of NT$10.00 per share in Neolec, representing 51% of the enlarged issued and paid-up capital of Neolec, for a total cash subscription ("the Subscription") based on the net tangible assets ("NTA") of Neolec as at 30 September 2000 and after adjusting for NT$30 mil. cash injection by the Shareholders in October 2000.

The completion of the proposal is subject to the following condition precedents being fulfilled:-

i)
Nucleus shall obtain the authorisation from the Investment Commission of the Ministry of Economic Affairs of the Republic of China (“R.O.C.”) under the Statute for Investment by Foreign Nationals for the proposed Subscription;

ii)
All the parties to the Agreement shall obtain all other consents, approvals and authorisations from all R.O.C. governmental agencies or regulatory bodies as required by the laws of R.O.C.; and

iii) Nucleus shall obtain the approval, if necessary, from its shareholders, Board of Directors and any other approvals, if required, under the laws of Singapore.

(b) The Company has announced the following proposals on 14 November 2000:-

i) a proposed executives’ share option scheme (“AICS ESOS Scheme”) for all eligible executives including Executive Directors (“Eligible Executives”) of AIC Semiconductor Sdn Bhd (“AICS”), a subsidiary of AIC (“Proposed AICS ESOS”); and

ii) a proposed cash acquisition scheme by AIC of new ordinary shares of RM1.00 each in AICS issued pursuant to the exercise of options granted to Eligible Executives of AICS pursuant to the Proposed AICS ESOS (“Proposed Acquisition Scheme”).

The proposals are subject to the approval of the followings:

i) the Foreign Investment Committee for the Proposed Acquisition Scheme;

ii) the KLSE for the Bye-Laws constituting the terms of the Proposed AICS ESOS;

iii) the shareholders of AICS for the Proposed AICS ESOS;

iv) the shareholders of AIC for the proposals at an extraordinary general meeting to be convened, if required; and

v) any other regulatory authorities.

The Proposed Acquisition Scheme is conditional upon the Proposed AICS ESOS.  The Proposed AICS ESOS is however not conditional upon the Proposed Acquisition Scheme.

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 30 September 2000. The Board of Directors was expecting a better third quarter contribution from our IT Division due to the cyclical nature of its operations.  However, due to the delay in the execution of certain contracts in hand, the third quarter results from IT Division was not up to expectation.

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. 

Pursuant to the one for one bonus issue, the number of Warrants has been increased to 18,406,004 and as mentioned in 9(a) above, 17,446,064 Warrants had been cancelled in July 2000 and replaced with the Replacement Warrants.  The exercise price of the Warrants and the Replacement Warrants had been adjusted to RM4.50 and RM3.80 respectively. As at period end, none of the Warrants and the Replacement Warrants had been exercised.

Increase in share capital

The paid-up share capital of the Company has increased from RM68,245,346 as at end of last quarter to RM68,266,346 as a result of the exercise of 21,000 shares of RM1.00 each per share pursuant to the company’s Employee Share Option Scheme (“ESOS”).

12.
Group borrowings
Group Borrowings as at 30 September 2000:



RM’000

Secured

135,171

Unsecured

-


TOTAL BORROWINGS

135,171



RM’000

Short Term

33,740

Long Term

101,431

TOTAL BORROWINGS

135,171



RM’000

Foreign Currency 

USD10,850,135 @ 3.80

SGD849,988 @ 2.20

41,231


1,870

Local Currency

92,070

TOTAL BORROWINGS

135,171

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

1,031

(1,459)

25,817

Electronics Division

28,143

3,155

50,756

Semiconductor  Division
193,538
34,469
305,278

IT Division

4,255

(1,251)

17,677

Property Division

2,570

(661)

25,254



229,537

34,253

424,782

Share of results in




 Associated companies

32,652

4,110

26,771



262,189

38,363

451,553

17
Quarterly Analysis
The current quarter’s profit before tax has shown a slight decline of 2% as compared to the preceding quarter ended 30 June 2000.  However, as compared to the corresponding quarter ended 30 September 1999, the Group’s profit before tax has improved by about 48%.

The decrease in earnings as compared to the preceding quarter ended 30 June 2000 is attributable to a lower die loading from customers of the test and assembly plant in Kulim primarily due to reduce inventory levels and slightly weaker demand. This is partially offset by the higher sales revenue and margin enjoyed by our distribution business as a result of expansion in the technical marketing division and product base coupled with good market demand for electronics components in the consumer electronics sector.

18
Review of Results
On a period to period basis, the Group had registered a satisfying 70% improvement in profit before tax for the financial period ended 30 September 2000 as compared to the period ended 30 September 1999.

The encouraging performance is mainly due to higher sales revenue and improved margin from the integrated circuits (“IC”) assembly and test plant and the IC distribution business in the semiconductor division as a result of higher semiconductor demand.  In addition, the profit before tax contribution from the Metal Division had also improved by 30% due to a better demand from the semiconductor and electronics market.

The increase in earnings for the Group was partially offset by the lacklustre performance from the IT Division.

19
Prospects
With the continued positive outlook of the worldwide semiconductor industry in 2000 and the strong demand for the electronics components coupled with the drive to execute the IT contracts in hand in the 4th quarter, we expect the Group’s results for the last quarter to be better than this quarter.

20
Profit guarantee 

Status of profit guarantee given by the Vendors of Integral CAD Technologies Sdn Bhd would be reported in the forthcoming quarterly report.

21 Earnings per share (“EPS”)
Basic Earnings Per Share
The basic earnings per share for the current financial period has been calculated on the Group’s profit after taxation and minority interests for the current period of RM23,132,000 (30.9.1999:  RM14,933,000) on the weighted average number of shares in issue of 68,037,273 (30.9.1999:  65,984,452).

The basic 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 RM8,009,000 (30.9.1999:  RM6,444,000) on the weighted average number of shares in issue of 68,252,455 (30.9.1999:  66,099,548).

The weighted average number of shares used has been adjusted by the bonus issue of 34,122,673 ordinary shares which was allotted on 23 June 2000.

Diluted Earnings Per Share

The diluted earnings per share for the current period has been calculated based on the Group’s profit after taxation and minority interests for the current period of RM23,132,000 on the adjusted weighted average number of ordinary shares issued and issuable of 78,436,914 during the period.  The adjusted weighted average number of ordinary shares issued and issuable has been arrived at based on the assumption that all the Warrants and ESOS are exercised on 1 January 2000.

The diluted earnings per share for the current quarter has been calculated based on the Group’s profit after taxation and minority interests for the current quarter of RM8,009,000 on the adjusted weighted average number of ordinary shares issued and issuable of 78,652,096 during the quarter.  The adjusted weighted average number of ordinary shares issued and issuable has been arrived at based on the assumption that all the Warrants and ESOS are exercised on 1 July 2000.

For the period ended 30 September 1999, the assumed conversion of Warrants and exercise of ESOS would be antidilutive for the Group; accordingly, the basic and fully diluted earnings per share of the Group for the period ended 30 September 1999 are the same.

22
Dividend

The Board of Directors do not recommend any dividend in respect of the financial quarter ended 30 September 2000.
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