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



31.12.2000

31.12.1999


Restated

31.12.2000

31.12.1999


Restated




RM’000

RM’000

RM’000

RM’000

1(a) Turnover

93,271

88,772

322,808

286,440

  (b) Investment income

-

-

-

-

  (c) Other income including 

interest income

689



137

3,323




1,686







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

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

20,501

14,287

79,139

56,370

(b) Less interest on borrowings

(1,798)

(1,806)

(9,134)

(9,409)

(c) Less depreciation and amortisation

(6,642)

(4,109)

(24,648)

(18,473)

(d) Exceptional items

562

5,417

1,519

5,529

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

12,623

13,789

46,876

34,017

(f) Share in the results of associated companies

563

709

4,673

3,880

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

13,186

14,498

51,549

37,897

(h) Taxation

(1,772)

(912)

(6,870)

(2,345)

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

11,414

13,586

44,679

35,552

(ii) Less minority interests

(2,288)

(2,637)

(12,421)

(8,996)

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

9,126

10,949

32,258

26,556

(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 

9,126

10,949

32,258

26,556

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

13.36

16.40

47.30

40.10

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

12.30

16.40

43.60

40.10









4 (a)
Dividend per share (sen)




4.00

4.00

 (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) NOTE


2.27



1.80

NOTE:  Computations are based on post bonus basis.






AIC CORPORATION BERHAD 

UNAUDITED CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2000








              AS AT END OF
           AS AT PRECEDING



 CURRENT QUARTER
   FINANCIAL YEAR END



                        31/12/2000
                             31/12/1999



                            RM'000
                                 RM'000


Restated

Restated










Fixed Assets


172,760

170,283







Property Development    Expenditure



18,299  




          22,639







Investment in Associated Companies
30,561
                                    22,239

 







Long Term Investments
60
                                     
60







Intangible Assets
38,659                             

37,153







Current Assets




Investment

Stocks
1,650

26,969
-

24,788 


Trade Debtors
59,056                              
57,747


Other debtors, deposits


and prepayments
19,483 
6,082


Fixed deposits with                                        licensed banks
74,161
44,775


Cash and bank balances
10,289
37,120


Amount due from associated companies
448
-













192,056 
170,512












Current Liabilities




Short Term Borrowings
30,031 
42,169


Trade Creditors
33,237 
33,547


Other Creditors and    Accruals
19,617 
24,705


Provision for taxation
6,384 
5,002


Finance lease and hire purchase creditors
3,103 
2,440


Proposed dividend
3,208 
1,310








95,580                          
109,173


   




Net Current Assets 
96,476                            


61,339








356,815                          
313,713

















Shareholders' Funds
194,262
158,128


Share Capital
68,268
32,765


Reserves
125,995
125,363


Share Premium
36,970
                                    62,341 


Capital Reserve
16,811
                                      2,014 


Reserve on Consolidation
6,114
                                      6,114 


Merger Reserve
1,997
                                      2,592 


Exchange Fluctuation                  Reserve
(432)
                                      1,531        


Retained Profit
64,535
                                    50,771 













Minority Interests
63,930
41,955







Finance Lease and Hire Purchase Creditors
2,360
3,592







Term Loans
45,939
59,465







Redeemable Unsecured Bank Guaranteed Bonds
50,000
50,000







Deferred Taxation
323
573













356,815
313,713







Net Tangible Assets Per Share (RM) –

Post bonus basis



2.27

1.80







Notes:

1 Accounting policies

There is a change in the accounting policy on the treatment of pre-operating expenses and deferred expenditure in line with the requirements of Malaysian Accounting Standards Board’s Standard 1, Presentation of Financial Statements.  Accordingly, there is a prior year adjustment relating to the writing off of the pre-operating expenses and deferred expenditure.  The 1999 comparative figures have been restated to conform with the prior year adjustment.  This has the effect of increasing the Group’s net profit for the quarter and year ended 31 December 1999 by RM224,000 and RM897,000 respectively and a net decrease of RM2,718,347 in the Group’s retained profit brought forward from 31 December 1999.  The other 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
4th Quarter
Year Ended
4th Quarter


1999
1999
2000
2000


RM’000
RM’000
RM’000
RM’000

(i) Increased share of net

assets in an associated

company
-
-
958
-

(ii) Dilution of shareholding

in subsidiary company
112
-
108
108

(iii) Gain on disposal of 

subsidiaries / assets
5,417
5,417
453
453


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


5,529
5,417
1,519
561


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

3
Extraordinary items

There is no extraordinary item in current quarter and the corresponding quarter ended 31 December 1999.

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

4
Taxation

The tax figure for the current quarter contains transfer to deferred tax of RM36,000 and there is an adjustment for over provisions of RM20,000 in respect of prior year.  For the corresponding quarter ended 31 December 1999, the tax figure contains transfer to deferred tax of RM97,000 and there is no adjustment for under provisions in respect of prior year.

The tax figure for the current year contains transfer to deferred tax of RM87,000 and there is an adjustment of over provision of RM20,000 in respect of prior year. The 1999 tax figure contain transfer to deferred tax of RM64,000 and contain a writeback of overprovision of RM512,000.

Pursuant to the Income Tax (Amendments) Act, 1999 which was gazetted on 8 July 1999, all income (except for dividend income) derived in 1999 would be waived from income tax.  Accordingly, no provision for Malaysian taxation was made in the financial statements for the year ended 31 December 1999.

5
Pre-acquisition profits

There is no pre-acquisition profit / loss in the current quarter and the corresponding quarter ended 31 December 1999.


There is no pre-acquisition profit / loss for the current year ended 31 December 2000.  The pre-acquisition loss arising from the acquisition of additional shareholding in a subsidiary company during the corresponding year ended 31 December 1999 was RM16,000. 

6
Sale of investments / properties

For the current quarter and financial year, there is a gain of RM452,879 for the sale by Custom Tooling Holdings Sdn Bhd (“CTH”), a wholly owned subsidiary of AIC of 70,000 ordinary shares of S$1.00 each, equivalent to 28.57% of the present equity capital, in Custom Tooling & Engineering (S) Pte Ltd (“CTES”).

For the corresponding quarter and year ended 31 December 1999, there was a gain of RM4,767,000 and RM650,000 on disposal of the seatbelt subsidiary companies and seatbelt related assets respectively.

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 year;


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



  RM


Total investments at cost

86,970

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

59,879


Total investments at market value at end of reporting period

56,108


8
Group structure
As announced on 16 October 2000, 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.  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 proposal announced and completed at the date of this quarterly report is as follow:

(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.

On 19 January 2001, the proposal has been completed after fulfilling all the necessary conditions precedent.  The proposal was approved by all the relevant authorities by 11 January 2001.  Based on the findings of the due diligence review on Neolec, the total Subscription for the proposal has been agreed at NT$57.254 million or RM6.678 million equivalent.

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

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

On 29 January 2001, the Company announced that the proposals had been approved by the shareholders of AIC at the Extraordinary General Meeting of the Company held on the same date. 

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 2000. Our IT Division managed to execute certain contracts in hand and thus made a positive contribution in the last quarter.  

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 on 23 June 2000, the number of Warrants has been increased to 18,406,004 and out of that, 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 year 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 RM68,266,346 as at end of last quarter to RM68,268,346 as at 31 December 2000 as a result of the exercise of 2,000 shares of RM1.00 each per share pursuant to the Company’s Employee Share Option Scheme (“ESOS”).


Subsequent to year end, the paid-up share capital of the Company has increased from RM68,268,346 to RM68,380,346 as a result of the exercise of  112,000 shares of RM1.00 each per share pursuant to the Company’s ESOS.

12.
Group borrowings
Group Borrowings as at 31 December 2000:



RM’000

Secured

131,433

Unsecured

-


TOTAL BORROWINGS

131,433



RM’000

Short Term

33,134

Long Term

98,299

TOTAL BORROWINGS

131,433

12.
Group borrowings (“Cont’d”)


RM’000

Foreign Currency 

USD10,157,825 @ 3.80

SGD824,986 @ 2.18

38,599


1,798

Local Currency

91,036

TOTAL BORROWINGS

131,433

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

475

(2,880)


  23,206


Electronics Division

36,888

4,732

44,791

Semiconductor  Division
255,702
41,829
298,507

IT Division

24,835

4,025

32,348

Property Division

4,908

(830)

22,983



322,808

46,876

421,835

Share of results in




 Associated companies

40,096

4,673

30,560



362,904

51,549

452,395

17
Quarterly Analysis
The current quarter’s earnings before interest on borrowings, depreciation and amortisation, exceptional items, income tax (“EBITDA”) had recorded an improvement of 43% over EBITDA for the quarter ended 31 December 1999.  As compared to the corresponding year ended 31 December 1999, the current year’s EBITDA had registered a satisfactory improvement of approximately 40%.  The improvement in EBITDA is mainly attributable to better utilisation and efficiency in our test and assembly plant in Kulim and better margins enjoyed by both our test and assembly business and our Integrated Circuits (“IC”) distribution business this year.  

The current quarter’s profit before tax has shown a slight decline of about 4% as compared to the preceding quarter ended 30 September 2000.    As compared to the profit before tax for the corresponding quarter ended 31 December 1999, the Group’s profit before tax has declined by approximately 9%.

On the profit before tax and exceptional items basis, the current quarter performance had registered a decline of approximately 1% over the preceding quarter’s performance.  The decrease in profit before tax and exceptional items as compared to the preceding quarter ended 30 September 2000 is attributable to the low die loading from customers of the test and assembly plant in Kulim primarily due to weaker industry demand and also a slower demand experienced by our distribution business in the last quarter. 

18
Review of Results
On a year to year basis, the Group had registered a satisfying 36% improvement in profit before tax for the financial year ended 31 December 2000 as compared to the year ended 31 December 1999.  

The encouraging performance is mainly due to higher sales revenue, increased utilisation and efficiency and improved margin from the IC assembly and test plant and the IC distribution business in the semiconductor division as a result of higher semiconductor demand in particular for the first nine months of the year.  In addition, the profit before tax contribution from the Metal Division had also improved by 20% due to a better demand from the semiconductor and electronics market.

19
Prospects
The growth in the semiconductor industry for the Year 2001 is expected to grow at a slower rate compare to Year 2000 and coupled with a possible slowdown in the US economy, we anticipate Year 2001 would be a challenging time for the Group.  Nevertheless, the Group expects that it will at least grow in tandem with the projected growth of the industry for Year 2001.

20
Profit guarantee 

Pursuant to a Share Purchase Agreement (“SPA”) dated 24 April 1997, a Profit Guarantee and Stakeholders’ Agreement and a Second Supplemental Agreement dated 8 July 1998 between the vendors of Integral CAD Technologies Sdn Bhd (“ICT”) and AIC, the vendors of ICT had guaranteed a pre tax profits for financial year ended 31 December 2000 to be not less than RM4,000,000.

Based on the Year 2000 management accounts of ICT, the above warranted profit had been met.

21 Earnings per share (“EPS”)
Basic Earnings Per Share
The basic earnings per share for the current financial year has been calculated on the Group’s profit after taxation and minority interests for the current year of RM32,258,000 (31.12.1999:  RM26,556,000) on the weighted average number of shares in issue of 68,095,149 (31.12.1999:  66,136,673).

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 RM9,126,000 (31.12.1999:  RM10,949,000) on the weighted average number of shares in issue of 68,267,520 (31.12.1999:  66,589,857).

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

Diluted Earnings Per Share

The diluted earnings per share for the current year has been calculated based on the Group’s profit after taxation and minority interests for the current year of RM32,258,000 on the adjusted weighted average number of ordinary shares issued and issuable of 73,987,279 during the year.  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 RM9,126,000 on the adjusted weighted average number of ordinary shares issued and issuable of 74,159,650 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 September 2000.

For the year ended 31 December 1999, the assumed conversion of Warrants and exercise of ESOS would be antidilutive for the Group and accordingly, the basic and fully diluted earnings per share of the Group for the quarter and year ended 31 December 1999 are the same.

22
Dividend

The Board of Directors recommend the payment of a first and final tax exempt dividend of  4% (1999 – 4%) per ordinary share in respect of the issued and paid up share capital of 68,268,346 (1999 – 34,114,975) amounting to RM2,730,734 (1999 – RM1,364,599) in respect of the financial year ended 31 December 2000.

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.
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