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



30.06.2001

30.06.2000

30.06.2001

30.06.2000







RM’000

RM’000

RM’000

RM’000

1(a) Revenue

57,067

82,281

129,969

146,736

  (b) Investment income

-

-

-

-

 
(c) Other income 

958



861

2,005




1,757







2(a) Operating profit/(loss) before finance cost, depreciation

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

8,752

21,960

21,339

39,196

(b) Finance cost

(1,593)

(2,215)

(3,467)

(4,842)

(c) Depreciation and amortisation

(7,584)

(6,655)

(13,717)

(12,577)

(d) Exceptional items

(782)

-

(782)

-

(e) Profit/(loss) before income tax, minority interests and extraordinary items

(1,207)

13,090

3,373

21,777

(f) Share of profits and losses of associated companies

578

961

1,160

2,976

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

(629)

14,051

4,533

24,753

(h) Income Tax

(1,322)

(1,718)

(2,413)

(3,273)

(i) (i) Profit/(loss) after income tax before deducting minority interests

(1,951)

12,333

2,120

21,480


(ii) Less minority interests

514

(4,037)

(1,007)

(6,404)

(j)
Pre-acquisition profit / (loss), if applicable

-

-

-

-

(k) Net profit/(loss) from ordinary activities attributable to members of the company

(1,437)

8,296

1,113

15,076

(l) (i) Extraordinary items

-

-

-

-


    (ii) Less minority interests

-

-

-

-

(iii) Extraordinary items attributable to members of the company

-

-

-

-

(m) Net profit/(loss) attributable to members of the company 

(1,437)

8,296

1,113

15,076

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





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

(2.10)

12.16

1.63

22.19

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

N/A

10.51

1.57

19.16









4 (a)
Dividend per share (sen)








 (b) Dividend Description








AS AT END OF CURRENT QUARTER

AS AT PRECEDING FINANCIAL YEAR END

5.
Net tangible assets per share (RM) 


2.30



2.27






AIC CORPORATION BERHAD 

UNAUDITED CONSOLIDATED BALANCE SHEET AS AT 30 JUNE 2001








              AS AT END OF
           AS AT PRECEDING



 CURRENT QUARTER
   FINANCIAL YEAR END



                        30/06/2001
                             31/12/2000



                            RM'000
                                 RM'000













Property, Plant and Equipment


178,844

172,760







Property Development    Expenditure



12,474  




          18,299







Investment in Associated Companies
30,837
                                    30,561

 







Long Term Investments
60
                                     
60




Goodwill on Consolidation
37,240
                                     
36,409




Intangible Assets
1,721                             

2,250







Current Assets




Investment

Stocks
2,310

31,085
1,650

26,969 


Trade Debtors
47,695                              
59,056


Other debtors, deposits


and prepayments
15,665 
19,483


Fixed deposits with                                        licensed banks
51,182
74,161


Cash and bank balances
15,235
10,289


Amount due from associated companies
462


448















163,634
192,056












Current Liabilities




Short Term Borrowings
25,288 
30,031


Trade Creditors
20,328 
33,237


Other Creditors and    Accruals
15,986 
19,617


Provision for taxation
5,171 
6,384


Finance lease and hire purchase creditors
2,513 
3,103


Proposed dividend
2,931 
3,208








72,217                          
95,580


   




Net Current Assets
91,417                           


96,476








352,593                          
356,815

















Shareholders' Funds
193,556


194,263


Share Capital
68,425
68,268


Reserves
125,131
125,995


Share Premium
37,254
                                    36,970 


Capital Reserve
16,811
                                     16,811 


Reserve on Consolidation
6,114
                                      6,114 


Merger Reserve
1,997
                                      1,997 


Exchange Fluctuation                  Reserve
(1,398)
                                      (432)        


Retained Profit

Treasury shares, at cost
65,446

(1,093)
                                    64,535


-





















Minority Interests
70,157
63,930







Finance Lease and Hire Purchase Creditors
1,422
2,360







Term Loans
36,973
45,939







Redeemable Unsecured Bank Guaranteed Bonds
50,000
50,000







Deferred Taxation
485



  323















352,593
356,815







Net Tangible Assets Per Share (RM) 



2.30

2.27







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
During the quarter, there is an exceptional item of RM782,000 arising from the dilution of shareholding in AIC Semiconductor Sdn Bhd (“AICS”), a subsidiary company as a result of the issuance of 777,000 shares by AICS pursuant to the AICS ESOS scheme .  There is no exceptional item in the corresponding quarter ended 30 June 2000.
3
Extraordinary items

There is no extraordinary item in the current quarter and financial period to-date.

There is also no extraordinary item in the corresponding quarter ended 30 June 2000.

4
Taxation

The taxation for the current quarter and period to date are as follows:-


Current Quarter
Current Period To-Date


RM
RM

Income tax
1,092,000
2,183,000

Transfer to Deferred tax
170,000
170,000

Underprovsion in previous years
60,000
60,000


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


1,322,000
2,413,000


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

The effective tax rate of the Group for the financial period to-date is higher than the statutory tax rate of 28%.  This is mainly due to:

(i) certain expenses being disallowed for tax purposes; and

(ii) losses incurred by some subsidiaries which cannot be offset against profits earned by other companies in the Group.



5
Pre-acquisition profits

There is no pre-acquisition profit / (loss) recognised in the current quarter and in the corresponding quarter ended 30 June 2000.

6
Sale of investments / properties

There is no sale of investments / properties in the current quarter and financial period to-date.  There is also no sale of investments / properties for the corresponding quarter ended 30 June 2000.

7
Quoted securities

The particulars of quoted securities by the Group for the quarter and financial period to-date are as follows:-

(a) On 11 May 2001, Neolec International Inc., a subsidiary company acquired an investment in quoted bonds at the equivalent cost of RM660,000.  The investment is to be held on a short-term tenor.


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



  RM


Total investments at cost

747,000

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

720,000


Total investments at market value at end of reporting period

716,000


8
Group structure
(i)
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.

(ii) Pursuant to the cash acquisition scheme as detailed in 9(a) below, AIC had acquired 777,000 ordinary shares in AIC Semiconductor Sdn Bhd (“AICS”) on 23 April 2001 for a cash consideration of RM2,447,550, thus increasing its shareholdings from 14.96% to 16.71% in AICS’s issued and paid up ordinary share capital.

(iii)
As announced on 14 August 2001, Custom Tooling Holdings Sdn Bhd ("CTH"), a wholly owned subsidiary of AIC, had on 10 August 2001 entered into a Share Sale Agreement ("SPA") with Custom Technology (S) Pte Ltd ("CTPL") for the sale by CTH of 175,000 ordinary shares of S$1.00 each, equivalent to 50% of the present equity capital in CTES, a 50% owned associated company of CTH, to CTPL for a total cash consideration of S$1,910,000. Following the completion of the above share sale on 10 August 2001, CTH will now cease to own any shares in CTES.

9
Corporate proposals

Status of corporate proposal announced and completed as at end of the quarter are as follows:-

(a) 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 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.

The Proposed Acquisition Scheme for this financial year was completed in June 2001. 

(b)
On 16 March 2001, the Company had announced that the Company proposes to seek a mandate from their shareholders at the forthcoming Annual General Meeting (“AGM”) to be convened on 22 May 2001, for the Company to be authorised to purchase on the Kuala Lumpur Stock Exchange up to 10% of the issued and paid-up ordinary share capital of the Company pursuant to Section 67A of the Companies Act, 1965 (“Proposed Purchase of Own Shares”), following the expiry of the authorisation of the aforesaid matter at the conclusion of the AGM held on 18 June 1999, which the Company did not seek renewal.

The Company’s shareholders had earlier approved the Proposed Purchase of Own Shares by the Company during an Extraordinary General Meeting held on 8 December 1998.

The Proposed Purchase of Own shares will be subjected to the prevailing laws and relevant regulations, rules and guidelines as may be issued by the relevant authorities, and the amount of distributable reserves and / or share premium reserves of the Company.

The shareholders’ mandate for the Company to be authorised to purchase its own shares was obtained during the AGM that was held on 22 May 2001.

There is no corporate proposal that was announced but not completed within 7 days from the issue of this quarterly report.

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 June 2001 except that, as previously announced, the first half results is usually weaker than the second half years results due to the cyclical nature of our IT Division’s operations and lesser working days arising from the various festive season in the first half year. 

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 end of this quarter, none of the Warrants and the Replacement Warrants had been exercised.

Increase in share capital

There is no change in the share capital as compared to the end of last quarter of RM68,425,346.

Share buy-back
As at 30 June 2001, the Company bought back a total of 268,000 of its issued share capital from the open market.  The shares bought back are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act, 1965.

The details of the shares bought back during the financial period to date were as follows:-

Month
No. of

Shares

Bought back

Highest

Price paid

(RM)
Lowest

Price Paid

(RM)
Average

Price Paid

(RM)
Total

Consideration

(RM)

June 2001
268,000
4.184
3.960
4.072
1,093,830.24



12.
Group borrowings
Group Borrowings as at 30 June 2001:



RM’000

Secured

116,196

Unsecured

-


TOTAL BORROWINGS

116,196



RM’000

Short Term

27,801

Long Term

88,395

TOTAL BORROWINGS

116,196



RM’000

Foreign Currency 

USD8,773,205 @ 3.80

SGD1,013,410 @ 2.0836

NT$794,979 @ 0.11

33,338


2,112


88

Local Currency

80,658

TOTAL BORROWINGS

116,196

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

266

(2,047)


  17,467


Electronics Division

17,552

3,120

47,410

Semiconductor  Division
100,638
3,902
287,893

IT Division

5,421

(1,498)

24,153

Property Division

6,092

(104)

17,050



129,969

3,373

393,973

Share of results in




 Associated companies

17,693

1,160

30,837



147,662

4,533

424,810

17
Quarterly Analysis
Turnover for the current quarter has decreased by 22% as compared to the preceding quarter ended 31 March 2001.  However, the current quarter’s profit before tax has shown a decline of more than 100% as compared to the preceding quarter ended 31 March 2001. 

The decrease in profit before tax as compared to the preceding quarter ended 31 March 2001 is attributable to the continuing low capacity utilisation arising from lower die loading from customers of our integrated circuits (“ICs”) test and assembly plant in Kulim primarily due to weaker industry demand.  In addition, the general price erosion in the semiconductor industry had also negatively impacted the profits and margins for both our IC assembly and test and distribution business.

Included in the current quarter’s profit before tax is an exceptional item of RM782,000 arising from the dilution in shareholdings in a subsidiary company.

18
Review of Results
On a period to period basis, the Group had recorded a 82% decline in profit before tax and a 11% decrease in turnover for the financial period ended 30 June 2001 as compared to the period ended 30 June 2000.  

Operating environment for the semiconductor and electronics industries have not improved since the Company announced its first quarter 2001 results.  As announced in our first quarter result announcement, the earnings of our major subsidiaries which are involved in IC test & assembly and distribution continue to be affected by the prolonged inventory adjustments experienced by the semiconductor and electronics industry.  Turnover for our distribution business had increased but margins had been eroded due to competitive pricing as compared to last year where there was acute shortage in semiconductor chip supply thus giving rise to better margins for the distribution business.  The contribution from our associated company, who is dependent on the semiconductor and electronics industries had also been affected.

Included in the current period’s profit before tax, other than the exceptional item as mentioned in Item 17 above, is an one-off expense of RM400,000 and RM195,000 being contributions made to Multimedia University (“MMU”) for the formation of an AIC Professorship Chair of Microelectronics at the Faculty of Engineering in the MMU campus and expenses for launching of our new logo & official opening of our second test and assembly plant in Kulim respectively.

19 Material Events After Period End
There have been no material events after the period end that have not been reflected in the financial statements for the current quarter.

20
Prospects
The semiconductor and electronics industries outlook remains uncertain at the moment. Nonetheless, we expect a gradual but erratic recovery in our semiconductor business and improvement of the non-semiconductor related business in the second half year.  Barring any unforeseen circumstances, we expect the Group’s performance should be better in the second half year.

21
Profit guarantee 

Not applicable.

22 Earnings per share (“EPS”)
Basic Earnings Per Share
The basic earnings per share for the current financial period has been calculated based on the Group’s profit after taxation and minority interests for the current period of RM1,113,000 (30.6.2000: RM15,076,000) on the weighted average number of shares in issue of 68,377,346 (30.6.2000: 67,928,500).

The loss per share for the current quarter has been calculated on the Group’s loss after taxation and minority interests for the current quarter of RM1,437,000 (30.06.2000:  RM8,296,000) on the weighted average number of shares in issue of 68,393,038 (30.06.2000:  68,209,972).

The weighted average number of shares used for the corresponding period and quarter ended 30 June 2000 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 period has been calculated based on the Group’s profit after taxation and minority interests for the current period of RM1,113,000 (30.6.2000:  RM15,076,000) on the weighted average number of shares in issue of 70,735,216 (30.6.2000:  78,702,276). The adjusted weighted average number of ordinary shares issued and issuable for the current period and corresponding period has been arrived at based on the assumption that all the Warrants and ESOS are exercised on 1 April 2001 and 1 April 2000 respectively.

As the Group has incurred loss for the current quarter, it is not appropriate to calculate the diluted earnings per share for the current quarter.  The diluted earnings per share for the corresponding quarter has been calculated based on the Group’s profit after taxation and minority interests for the corresponding quarter of RM8,296,000 on the adjusted weighted average number of ordinary shares issued and issuable of 78,919,164 during the quarter.  The adjusted weighted average number of ordinary shares issued and issuable for the corresponding quarter has been arrived at based on the assumption that all the Warrants and ESOS are exercised on 1 April 2000.

23
Dividend

The Board of Directors do not recommend any dividend in respect of the financial quarter ended 30 June 2001.
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