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AIC Corporation Berhad

Condensed unaudited consolidated income statements for the period ended 31 March 2005
	
	Current year quarter

31.3.2005

RM’000
	Preceding year corresponding quarter

31.3.2004

RM’000
	
	Current period to-date

31.3.2005

RM’000
	Preceding year corresponding period

31.3.2004

RM’000

	
	
	
	
	
	

	Revenue
	46,903
	35,461
	
	46,903
	35,461

	
	
	
	
	
	

	Operating expenses
	(50,529)
	(38,865)
	
	(50,529)
	(38,865)

	
	
	
	
	
	

	Other operating income
	202
	3,279
	
	202
	3,279

	
	
	
	
	
	

	Loss from operations
	(3,424)
	(125)
	
	(3,424)
	(125)

	
	
	
	
	
	

	Interest income
	204
	183
	
	204
	183

	
	
	
	
	
	

	Finance costs
	(1,802)
	(1,271)
	
	(1,802)
	(1,271)

	
	
	
	
	
	

	Share of results in associates
	1,033
	2,028
	
	1,033
	2,028

	
	
	
	
	
	

	Profit/(Loss) before taxation
	(3,989)
	815
	
	(3,989)
	815

	
	
	
	
	
	

	Tax expense
	(511)
	(643)
	
	(511)
	(643)

	
	
	
	
	
	

	Profit/(Loss) after taxation
	(4,500)
	172
	
	(4,500)
	172

	
	
	
	
	
	

	Minority interest
	202
	(153)
	
	202
	(153)

	
	
	
	
	
	

	Net profit/(loss) for the period
	(4,298)
	19
	
	(4,298)
	19

	
	
	
	
	
	

	
	
	
	
	
	

	Basic earnings per ordinary share (sen)
	(4.13)
	* 0.02
	
	(4.13)
	* 0.02

	
	
	
	
	
	

	Diluted earnings per ordinary share (sen)
	N/A
	N/A
	
	N/A
	N/A

	
	
	
	
	
	


* Adjusted for bonus issue in June 2004
(The condensed unaudited consolidated income statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

AIC Corporation Berhad

Condensed unaudited consolidated balance sheets as at 31 March 2005
	
	31.3.2005
RM’000
	(Audited)

31.12.2004
RM’000

	
	
	

	Property, plant and equipment
	166,272
	169,910

	Investment in associates
	87,095
	86,286

	Other investments
	4,605
	4,605

	Intangible assets
	9,024
	8,905

	
	
	

	Current assets
	
	

	Inventories
	28,591
	27,022

	Trade and other receivables
	48,493
	50,651

	Cash and cash equivalents
	17,863
	28,898

	
	
	

	
	94,947
	106,571

	Current liabilities
	
	

	Trade and other payables
	24,734
	23,935

	Borrowings 
	49,992
	45,822

	Taxation
	213
	201

	
	74,939
	69,958

	
	
	

	Net current assets
	20,008
	36,613

	
	
	

	
	287,004
	306,319

	Financed by:
	
	

	Capital and reserves
	
	

	Share capital
	104,920
	104,920

	Reserves
	60,642
	64,879

	Treasury shares
	(3,808)
	(3,808)

	
	
	

	
	161,754
	165,991

	
	
	

	Negative goodwill
	4,741
	4,741

	
	
	

	Minority shareholders’ interests
	29,132
	29,310

	Long term and deferred liabilities
	
	

	Borrowings 
	74,053
	89,045

	Preference shares
	16,127
	16,127

	Deferred taxation
	1,197
	1,105

	
	287,004
	306,319

	
	
	

	Net tangible assets per share (RM)
	1.47
	1.51


(The condensed unaudited consolidated balance sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

AIC Corporation Berhad

Condensed unaudited consolidated cash flow statement for the period ended 31 March 2005 

	
	31.3.2005
RM’000
	31.3.2004
RM’000

	Cash flows from operating activities
	
	

	
	
	

	(Loss)/Profit before taxation 
	(3,989)
	815

	Adjustments for:
	
	

	Gain arising from dilution/accretion of equity in subsidiaries
	-
	(2,576)

	Amortisation of development expenditure 
	144
	46

	Depreciation
	8,138
	7,329

	Interest expense
	1,802
	1,271

	Interest income
	(204)
	(183)

	Share of results in associates
	(1,033)
	(2,028)

	Other non-cash items
	508
	70

	
	
	

	Operating profit before working capital changes
	5,366
	4,744

	Changes in working capital:
	
	

	Inventories
	(2,069)
	(216)

	Trade and other receivables
	2,232
	3,046

	Trade and other payables
	778
	2,965

	
	
	

	Cash generated from operations
	6,307
	10,539

	Interest income received
	204
	183

	Taxation paid
	(159)
	(124)

	
	
	

	Net cash generated from operating activities
	6,352
	10,598

	
	
	

	Cash flows from investing activities
	
	

	
	
	

	Development expenditure paid
	(264)
	(150)

	Dilution of equity interest in a subsidiary
	-
	(26,800)

	Purchase of property, plant and equipment
	(4,499)
	(18,179)

	
	
	

	Net cash used in investing activities
	(4,763)
	(45,129)


(The condensed unaudited consolidated cash flow statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

AIC Corporation Berhad

Condensed unaudited consolidated cash flow statement for the period ended 31 March 2005
(continued)

	
	31.3.2005
RM’000
	31.3.2004
RM’000

	Cash flows from financing activities
	
	

	
	
	

	Interest paid
	(1,802)
	(1,271)

	Proceeds from borrowings
	14,932
	69,947

	Proceeds from issuance of shares
	-
	1,288

	Repayment of borrowings
	(25,753)
	(21,891)

	Increase in fixed deposit pledged to a licensed bank
	(11)
	-

	
	
	

	Net cash (used in)/generated from financing activities
	(12,634)
	48,073

	
	
	

	Net (decrease)/ increase in cash and cash equivalents
	(11,045)
	13,542

	Cash and cash equivalents at beginning of period
	28,705
	45,875

	
	
	

	Cash and cash equivalents at end of period
	17,660
	59,417

	
	
	

	
	
	

	Cash and cash equivalents comprise:
	
	

	
	
	

	Cash and bank balances
	9,616
	10,687

	Fixed deposits with licensed banks
	1,442
	50,132

	Short term placement fund
	6,806
	-

	Overdrafts
	(1)
	(6)

	
	
	

	
	17,863
	60,813

	
	
	

	Less: Fixed deposits pledged for banking facilities
	(203)
	(1,396)

	
	
	

	
	17,660
	59,417


(The condensed unaudited consolidated cash flow statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

AIC Corporation Berhad

Condensed unaudited consolidated statement of changes in equity for the year ended 31 March 2005
	
	Share capital

RM’000
	Non-distributable reserves

RM’000
	Distributable reserve

RM’000
	Treasury shares

RM’000
	Total

RM’000

	
	
	
	
	
	

	At 1 January 2005
	104,920
	28,941
	35,938
	(3,808)
	165,991

	
	
	
	
	
	

	Currency translation differences
	-
	(282)
	-
	-
	(282)

	
	
	
	
	
	

	Share of reserves of  associates
	-
	343
	-
	-
	343

	
	
	
	
	
	

	Net loss for the period
	-
	-
	(4,298)
	-
	(4,298)

	
	
	
	
	
	

	At 31 March 2005
	104,920
	29,002
	31,640
	(3,808)
	161,754


	
	Share capital

RM’000
	Non-distributable reserve

RM’000
	Distributable reserve

RM’000
	Treasury shares

RM’000
	Total

RM’000

	
	
	
	
	
	

	At 1 January 2004
	69,912
	63,079
	54,466
	(3,808)
	183,649

	
	
	
	
	
	

	Currency translation differences
	-
	138
	-
	-
	138

	
	
	
	
	
	

	Net profit for the period
	-
	-
	19
	-
	19

	
	
	
	
	
	

	Issue of share capital
	368
	920
	-
	-
	1,288



	At 31 March 2004
	70,280
	64,137
	54,485
	(3,808)
	185,094

	
	
	
	
	
	


(The condensed unaudited consolidated statement of changes in equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

Explanatory notes

1. Basis of preparation

The quarterly financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9, part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”). 

The quarterly financial report should be read in conjunction with the annual audited financial statements of the Group for the year ended 31 December 2004.

The accounting policies and methods of computation adopted by the Group in this quarterly financial report are consistent with those adopted in the financial statements for the year ended 31 December 2004. 
The results of associated companies have been equity accounted for based on their unaudited financial results for the financial period ended 31 March 2005.

2.
Qualified audit report


The preceding annual audited financial statements of the Group were reported without any qualification.

3.
Unusual items affecting assets, liabilities, equity, net income or cash flows


There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter. 
4.
Changes in estimates


There were no changes in the estimates of amounts which give a material effect for the current quarter. 

5.
Taxation


The tax expense for the current quarter is as follows:

	
	Current quarter

31.3.2005

RM’000

	
	

	Malaysia
	

	- Current tax 
	113

	-  Transfer to deferred taxation
	92

	Taxation on share of results in associates
	

	- Malaysia
	150

	- Overseas
	156

	
	

	
	511


The effective tax rate of the Group in the current quarter is higher than the statutory tax rate as there is no group relief available and the Group’s tax expense relates mainly to the taxable income from our electronics segment and associated companies. 

6.
Purchase or sale of unquoted investments/properties


There were no purchases or sales of unquoted investments/properties for the current quarter.


7.
Purchase or disposal of quoted securities


There were no additions or disposals of quoted securities for the current quarter.


Investment in quoted securities as at 31 March 2005 as follows:

	
	Cost

RM’000
	Book value

RM’000
	Market value

RM’000

	
	
	
	

	Total quoted investments
	60
	60
	63


8.
Valuation of property, plant and equipment


The valuations of land and building have been brought forward, without amendment from the previous annual report. 

9.
Borrowings


The Group borrowings as at the end of the reporting period are as follows:

	
	RM’000

	Secured
	10,077

	Unsecured
	113,968

	
	

	Total Group borrowings
	124,045

	
	

	Current
	49,992

	Non-current
	74,053

	
	

	Total Group borrowings
	124,045


	Foreign currency:
	

	USD11,000,000 @ 3.800
	41,800

	Local currency
	82,245

	
	

	Total Group borrowings
	124,045


10.
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of the Company’s debt or equity securities for the financial period ended 31 March 2005. As at 31 March 2005, the cumulative number of shares bought back is 1,000,000 ordinary shares with a total consideration of RM3,808,000.
As at 31 March 2005, 25,893,096 of Warrants B with an exercise price of RM2.53 each remained unexercised. The Warrants B expires on 15 January 2006 and carries an option to extend the exercise period for one (1) year expiring on 15 January 2007 and with a final option to extend the exercise period further by one (1) year expiring on 15 January 2008. The extensions of up to 2 periods of one year each from 16 January 2006 to 15 January 2007 and from 16 January 2007 to 15 January 2008 will be implemented by the Company if the weighted average market price of the Company’s shares quoted on the Bursa Malaysia are at a premium of not more than 20% over the exercise price of RM2.53 per Warrant B for any period of 30 consecutive market days preceding 15 October 2005 and 15 October 2006, being 3 months prior to expiry dates of 15 January 2006 and 15 January 2007 respectively.

Under the Company’s employees’ share option scheme which became effective on 3 September 2004, a total of 8,723,000 employees’ share options remain unexercised as at 31 March 2005.

11.
Changes in composition of the Group

There was no change in the Group structure for the period to date.
12.
Segmental information

Analysis by business segments being the primary basis of the Group’s segment reporting.

	
	Investment holding

RM’000
	Test and assembly and other semiconductor related activities

RM’000
	Display

RM’000
	Electronics

RM’000
	Group

RM’000

	Turnover
	
	
	
	
	

	
	
	
	
	
	

	External turnover
	69
	31,713
	8,429
	6,692
	46,903

	
	
	
	
	
	

	Internal turnover
	417
	-
	56
	530
	1,003

	
	
	
	
	
	

	Total turnover
	486
	31,713
	8,485
	7,222
	47,906

	
	
	
	
	
	

	Results
	
	
	
	
	

	
	
	
	
	
	

	Segment results
	(378)
	(1,638)
	(1,527)
	119
	(3,424)

	
	
	
	
	
	

	Finance costs
	
	
	
	
	(1,802)

	
	
	
	
	
	

	Interest income
	
	
	
	
	204

	
	
	
	
	
	

	Share of results in associates
	
	
	
	1,033

	
	
	
	
	
	

	Loss before taxation
	
	
	
	
	(3,989)

	
	
	
	
	
	

	Taxation
	
	
	
	
	(511)

	
	
	
	
	
	

	Loss after taxation
	
	
	
	
	(4,500)

	
	
	
	
	
	

	Minority interest
	
	
	
	
	202

	
	
	
	
	
	

	Net loss for the period
	
	
	
	(4,298)


The information technology and property business segments have ceased operations and hence not presented as separate business segments.
13.
Corporate proposals

Save as disclosed below, there were no other corporate proposals that were announced but not completed within 7 days from the date of issue of this quarterly report:
The proposed private placement of up to 10% of the issued and paid-up share capital of the Company to placees to be identified was approved by the shareholders on 27 April 2004 (“Proposed Private Placement”). On 20 May 2005, the Company announced that the Securities Commission (“SC”) had vide its letter dated 19 May 2005, approved a further and final extension of time of 6 months, i.e. up to 5 November 2005 for AIC to implement the Proposed Private Placement. The SC in the said letter, has also granted its approval for AIC to implement the Proposed Private Placement on a staggered basis.
14.
Material events subsequent to the balance sheet date


There are no material events after the period-end that have not been reflected in the financial statements for the current quarter.

15.
Contingent liabilities/assets

As at 31 March 2005, the Company has executed corporate guarantees in favour of licensed banks and financial institutions of up to a limit of RM134 million and USD15 million for credit facilities granted to its subsidiaries. Out of the total banking facilities secured by corporate guarantees, a total borrowing of RM70.4 million were outstanding at the period end. 

16.
Capital commitments

	
	RM’000

	
	

	Property, plant and equipment
	

	
	

	Approved but not contracted for
	25,000

	
	

	Approved and contracted for
	2,200


17.
Off-balance sheet financial instruments


There were no contracts entered into within 7 days from the date of the quarterly report involving financial instruments with off balance sheet risk.

18.
Seasonal and cyclical factors


There are no material seasonal or cyclical factors affecting the income and performance of the Group.

19.
Material litigation 


There is no material litigation within 7 days from the date of the quarterly report.

20.
Review of performance

The Group’s revenue has increased by 32% from RM35.5 million for the preceding year corresponding quarter to RM46.9 million for the current quarter. The improved revenue is mainly attributable to growth seen in the assembly and test business as well as contribution from the display segment.  

The Group recorded a net loss of RM4.3 million for the current quarter as compared to a net profit of RM19,000 for the corresponding quarter last year. This decline in results is due mainly to the display division as a result of it being in its initial years of its operations and included in the net profit of the Group for the corresponding quarter last year was a net gain arising on accretion/dilution of equity interests in subsidiaries amounting to RM2.2m. 

Furthermore our associates also recorded a decline in their contributions. The metal division’s loss contribution in the preceding year corresponding quarter increased from RM0.2 million to RM0.7 million for the current quarter. This was due to an increase in its material cost and low demand for its products. Whereas the distribution segment recorded a decline in its profit contribution from RM2.2 million for the preceding year corresponding quarter to RM1.7 million for the current quarter, due mainly to the general softening of the semiconductor industry.
21.
Quarterly analysis

For the quarter ended 31 March 2005, the Group’s revenue has declined by 10% or RM5.0 million as compared to the previous quarter ended 31 December 2004. The decrease in revenue is largely due to the decline in revenue from our assembly and test business as a result of the general softening of the semiconductor industry and the first quarter of the year coinciding with the traditionally slow and shorter month of February. 
The Group recorded a net loss of RM4.3 million for the current quarter as compared to a net loss of RM15.4 million registered in the previous quarter. The Group registered a decrease in net losses quarter on quarter due mainly to a reduction in the net losses contributed by our display segment as a result of the completion and sale of our own designed TFT-LCD monitor products and included in the net loss of the Group for the previous quarter was a goodwill written off of RM8.8 million. This improvement is partially offseted by a reduction in net profit from our test and assembly business resulting mainly from the decline in its revenue. 

22.
Prospects

Despite the softening of the global semiconductor industry, the Board expects sentiments to improve in the second half of 2005. 
Based on industry trend, customer demand and the completion of our own designed flat panel display products, we anticipate, barring any unforeseen circumstances, that the display business will contribute positively to the Group’s results by the end of the year.

23.
Profit forecast

Not applicable as no profit forecast was published.


24.
Earnings per share


Basic earnings per share


The basic earnings per share for the current quarter have been calculated based on the Group’s loss after taxation and minority interest of RM4.3 million and the weighted average number of ordinary shares in issue as follows:

	
	Current quarter

‘000

	
	

	Weighted average number of ordinary shares
	

	
	

	Issued ordinary shares at beginning of 1 January 2005
	104,921

	Effect of share buy back
	(1,000)

	
	

	Weighted average number of ordinary shares
	103,921


The weighted average number of ordinary shares used for computing the preceding year corresponding quarter’s basic loss per share have been adjusted by the bonus issue element arising from the bonus issue of 34,640,171 ordinary shares which were allotted in June 2004.

Diluted earnings per share


As the Group has incurred loss for the current quarter, it is not applicable to calculate the diluted earnings per share for the current quarter as any potential conversion of the Company’s warrants and employee share options to ordinary shares would be antidilutive. 
25.
Dividends 

The Board of Directors does not recommend any dividend in respect of the financial period ended 31 March 2005.

11

