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AIC Corporation Berhad

Condensed unaudited consolidated income statements for the period ended 30 September 2005
	
	Current year quarter

30.09.2005

RM’000
	Preceding year corresponding quarter

30.09.2004

RM’000
	Current period to date

30.09.2005

RM’000
	Preceding year corresponding period

30.09.2004

RM’000

	
	
	
	
	

	Revenue
	48,457
	50,232
	134,720
	131,023

	
	
	
	
	

	Operating expenses
	(56,772)
	(51,723)
	(154,877)
	(137,977)

	
	
	
	
	

	Other operating income
	282
	480
	913
	4,422

	
	
	
	
	

	Loss from operations
	(8,033)
	(1,011)
	(19,244)
	(2,532)

	
	
	
	
	

	Finance costs
	(2,104)
	(1,714)
	(6,023)
	(4,571)

	
	
	
	
	

	Interest income
	227
	349
	918
	1,016

	
	
	
	
	

	Share of profits in associates
	2,031
	1,669
	4,112
	4,695

	
	
	
	
	

	Loss before taxation
	(7,879)
	(707)
	(20,237)
	(1,392)

	
	
	
	
	

	Taxation
	(309)
	(401)
	(1,095)
	(1,269)

	
	
	
	
	

	Loss after taxation
	(8,188)
	(1,108)
	(21,332)
	(2,661)

	
	
	
	
	

	Minority interest
	1,107
	1
	2,781
	127

	
	
	
	
	

	Net loss for the period
	(7,081)
	(1,107)
	(18,551)
	(2,534)

	
	
	
	
	

	
	
	
	
	

	Basic earnings per ordinary share (sen)
	(6.81)
	(1.07)
	(17.85)
	(2.44)

	
	
	
	
	

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

	
	
	
	
	


(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 30 September 2005
	
	30.09.2005
RM’000
	(Audited)

31.12.2004
RM’000

	
	
	

	Property, plant and equipment
	164,988
	169,910

	Investment in associates
	85,345
	86,286

	Other investments
	4,605
	4,605

	Intangible assets
	8,116
	8,905

	
	
	

	Current assets
	
	

	Inventories
	50,725
	27,022

	Trade and other receivables
	49,860
	50,651

	Cash and cash equivalents
	12,431
	28,898

	
	113,016
	106,571

	Current liabilities
	
	

	Trade and other payables
	36,140
	23,935

	Borrowings 
	76,131
	45,822

	Taxation
	92
	201

	
	112,363
	69,958

	
	
	

	Net current assets
	653
	36,613

	
	
	

	
	263,707
	306,319

	Financed by:
	
	

	Capital and reserves
	
	

	Share capital
	104,920
	104,920

	Reserves
	46,322
	64,879

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

	
	147,434
	165,991

	
	
	

	Negative goodwill
	4,741
	4,741

	
	
	

	Minority shareholders’ interests
	26,524
	29,310

	Long term and deferred liabilities
	
	

	Borrowings 
	64,771
	89,045

	Preference shares
	16,127
	16,127

	Deferred income
	2,913
	-

	Deferred taxation
	1,197
	1,105

	
	263,707
	306,319

	
	
	

	
	
	

	Net tangible assets per share (RM)
	1.34
	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 30 September 2005 

	
	30.09.2005
RM’000
	30.09.2004
RM’000

	Cash flows from operating activities
	
	

	Loss before taxation
	(20,237)
	(1,392)

	Adjustments for:
	
	

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

	Amortisation of development expenditure 
	481
	180   

	Development expenditure written off
	-
	94

	Depreciation
	24,904
	22,799

	Loss arising from dilution of equity interest in a subsidiary
	-
	723

	Loss arising from dilution of equity interest in an associate
	2,483
	-

	Write down of goodwill
	-
	110

	Interest expense
	6,023
	4,571

	Interest income
	(918)
	(1,016)

	Share of profits in associates
	(4,112)
	(4,695)

	Loss on disposal of property, plant and equipment
	-
	191

	Allowance for doubtful debts
	625
	-

	Other non-cash items
	233
	356

	
	
	

	Operating profit before working capital changes
	9,482
	19,345

	Changes in working capital:
	
	

	Inventories
	(23,989)
	(18,921)

	Trade and other receivables
	47
	(13,151)

	Trade and other payables
	12,166
	4,414

	
	
	

	Cash used in operations
	(2,294)
	(8,313)

	Interest income received
	918
	950

	Taxation paid
	(282)
	(243)

	Taxation refunded
	120
	704

	
	
	

	Net cash used in operating activities
	(1,538)
	(6,902)

	
	
	

	Cash flows from investing activities
	
	

	Development expenditure paid
	(1,002)
	(1,527)

	Acquisition of additional shares of a subsidiary
	-
	(1,764)

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

	Purchase of property, plant and equipment
	(18,672)
	(31,712)

	Proceeds from disposal of property, plant and equipment
	-
	447

	Dividend received from associates
	1,728
	952

	Capital contribution from minority interest
	-
	1,108

	
	
	

	Net cash used in investing activities
	(17,946)
	(59,296)


(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 30 September 2005
 (continued)

	
	30.09.2005
RM’000
	30.09.2004
RM’000

	Cash flows from financing activities
	
	

	Interest paid
	(6,023)
	(4,571)

	Proceeds from borrowings
	36,655
	98,148

	Proceeds from issuance of shares
	-
	1,288

	Repayment of borrowings
	(30,620)
	(33,284)

	Dividends paid
	-
	(687)

	(Increase)/Decrease in fixed deposits pledged to a licensed bank
	(49)
	1,220   

	Government grant received
	3,006
	-

	
	
	

	Net cash generated from financing activities
	2,969
	62,114

	
	
	

	Net decrease in cash and cash equivalents
	(16,515)
	(4,084)

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

	
	
	

	Cash and cash equivalents at end of period
	12,190
	41,791

	
	
	

	
	
	

	Cash and cash equivalents comprise:
	
	

	
	
	

	Cash and bank balances
	7,736
	12,877

	Fixed deposits with licensed banks
	771
	6,033

	Short term placement fund
	3,924
	23,066

	Overdrafts
	-
	(9)

	
	
	

	
	12,431
	41,967

	
	
	

	Less: Fixed deposits pledged for banking facilities
	(241)
	(176)

	
	
	

	
	12,190
	41,791


(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 period ended 

30 September 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
	-
	(1,010)
	-
	-
	(1,010)

	
	
	
	
	
	

	Dilution of equity interest in an associate
	-
	77
	-
	-
	77

	
	
	
	
	
	

	Share of reserves of  associates
	-
	927
	-
	-
	927

	
	
	
	
	
	

	Net loss for the period
	-
	-
	(18,551)
	-
	(18,551)

	
	
	
	
	
	

	At 30 September 2005
	104,920
	28,935
	17,387
	(3,808)
	147,434


	
	Share capital

RM’000
	Non-distributable reserves
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
	-  
	(60)
	-
	-
	(60)

	
	
	
	
	
	

	Realisation of revaluation reserve
	-
	(136)
	-
	-
	(136)

	
	
	
	
	
	

	Net loss for the period
	-
	-
	(2,534)
	-
	(2,534)

	
	
	
	
	
	

	Final dividends
	-
	-
	(693)
	-
	(693)

	
	
	
	
	
	

	Issue of share capital
	35,008
	(33,721)
	-
	-
	1,287

	
	
	
	
	
	

	At 30 September 2004
	104,920
	29,162
	51,239
	(3,808)
	181,513


(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 30 September 2005. 

2.
Qualified audit report


The preceding annual audited financial statements of the Group were reported on 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 and financial period to-date.  

4.
Changes in estimates


There were no changes in the estimates of amounts which give a material effect for the current quarter and financial period to-date. 

5.
Taxation


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

	
	Current quarter

30.09.2005
RM’000
	Financial period to-date
30.09.2005
RM’000

	
	
	

	Tax expense – Malaysia
	
	

	- Current
	13
	189

	- Over provision in prior year
	(16)
	(16)

	- Transfer to deferred taxation
	-
	92

	Taxation on share of results in associates
	
	

	- Malaysia
	155
	430

	- Overseas
	157
	400

	
	
	

	
	309
	1,095


The effective tax rate of the Group for the current quarter and financial period to date 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 and financial period to-date.


7.
Purchase or disposal of quoted securities


There were no purchases or disposals of quoted securities for the current quarter and financial period to-date.

Investment in quoted securities as at 30 September 2005:

	
	Cost

RM’000
	Book value

RM’000
	Market value

RM’000

	
	
	
	

	Total quoted investments
	87
	60
	53


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
	14,120

	Unsecured
	126,782

	
	

	Total Group borrowings
	140,902

	
	

	Current
	76,131

	Non-current
	64,771

	
	

	Total Group borrowings
	140,902

	
	

	Foreign currency:
	

	- USD8,500,000 @ 3.77
	32,039

	Local currency
	108,863

	
	

	Total Group borrowings
	140,902


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 30 September 2005. As at 30 September 2005, the cumulative number of shares bought back is 1,000,000 ordinary shares with a total consideration of RM3,808,000.
On 15 October 2005, the exercise period of Warrants B has been extended for one year up to and including 15 January 2007. As provided by the Supplemental Deed Poll of the Warrants B dated 23 December 2002, the extension was made as the weighted average market price of the Company’s shares quoted on the Bursa Malaysia for the last 30 consecutive market days preceding 15 October 2005 did not represent a premium of more than twenty percent (20%) over the exercise price of Warrants B of RM2.53.
As at 30 September 2005, 25,893,096 of Warrants B remained unexercised. The Warrants B shall now expire on 15 January 2007 with a final option to extend the exercise period further by one (1) year expiring on 15 January 2008. The further extension of up to one year 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 is at a premium of not more than 20% over the exercise price of Warrant B for any period of 30 consecutive market days preceding 15 October 2006, being 3 months prior to expiry date of 15 January 2007.

Under the Company’s employees’ share option scheme which became effective on 3 September 2004, a total of 7,086,000 employees’ share options remain unexercised as at 30 September 2005.

11.
Changes in composition of the Group

Save as disclosed below, there were no changes in the composition of the Group during the quarter and financial period to-date.
On 13 September 2005, AIC Display Sdn. Bhd. (formerly known as AIC-MTN Corporation Sdn. Bhd.), a wholly owned subsidiary of the Company, has acquired the entire interest in a shelf company, ZETA Zehnte VV GmbH and subsequently changed its name to AIC Display GmbH.  
12.
Segmental information

Analysis by business segments being the primary basis of the Group’s segment reporting for the financial period ended 30 September 2005 is as follows:
	
	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
	205
	79,433
	36,084
	18,998
	134,720

	
	
	
	
	
	

	Internal turnover
	1,860
	-
	457
	4,414
	6,731

	
	
	
	
	
	

	Total turnover
	2,065
	79,433
	36,541
	23,412
	141,451

	
	
	
	
	
	

	Results
	
	
	
	
	

	
	
	
	
	
	

	Segment results
	(2,080)
	(12,382)
	(4,380)
	(402)
	(19,244)

	
	
	
	
	
	

	Finance costs
	
	
	
	
	(6,023)

	
	
	
	
	
	

	Interest income
	
	
	
	
	918

	
	
	
	
	
	

	Share of profits in associates
	
	
	
	4,112

	
	
	
	
	
	

	Loss before taxation
	
	
	
	
	(20,237)

	
	
	
	
	
	

	Taxation
	
	
	
	
	(1,095)

	
	
	
	
	
	

	Loss after taxation
	
	
	
	
	(21,332)

	
	
	
	
	
	

	Minority interest
	
	
	
	
	2,781

	
	
	
	
	
	

	Net loss for the period
	
	
	
	(18,551)


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

There were no other corporate proposals that were announced but not completed within 7 days from the date of issue of this quarterly report. 
On 2 November 2005, the Company announced that the Company had decided not to proceed with the proposed private placement of up to 10% of the issued and paid-up share capital of the Company, after taking into consideration current market conditions and the expiry of the final extension of time granted by the Securities Commission to implement the proposed private placement by 5 November 2005.
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 financial period ended 30 September 2005.

15.
Contingent liabilities/assets

As at 30 September 2005, the Company has executed corporate guarantees in favour of licensed banks and financial institutions of up to a limit of RM97 million and USD15 million for credit facilities granted to its subsidiaries. Out of the total banking facilities secured by corporate guarantee, a total borrowing of RM81.7 million remains outstanding as at the end of the period. 

16.
Capital commitments
	
	RM’000

	
	

	Property, plant and equipment
	

	
	

	Approved but not contracted for
	11,610

	
	

	Approved and contracted for
	12,022


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 decreased by 3% from RM50.2 million for the preceding year corresponding quarter to RM48.5 million for the current quarter. The decline in revenue was mainly attributable to a decrease in revenue from the assembly and test business. This decline was partially offset by a growth in revenue seen in the display segment.  

The Group recorded a net loss of RM7.1 million for the current quarter as compared to a net loss of RM1.1 million for the corresponding quarter last year. This decline in results was mainly due to the decline in the revenue from the assembly and test business. 
21.
Quarterly analysis

For the quarter ended 30 September 2005, the Group’s revenue increased by 23% or RM9.1 million as compared to the previous quarter ended 30 June 2005. The increase in revenue was due to a quarter-to-quarter increase in revenue from our display and assembly and test businesses. 
As a result of the increase in revenue, the Group recorded a decrease in the loss before taxation from RM8.4 million for the previous quarter to RM7.9 million for the current quarter. 
22.
Prospects

We expect the business conditions to remain challenging in the remaining quarter of the financial year but nonetheless, all efforts are being undertaken to continuously improve the business and operations. 
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 and financial period to-date have been calculated on the Group’s loss after taxation and minority interest of RM8.3 million and RM19.8 million respectively, based on the weighted average number of ordinary shares in issue as follows:

	
	Current quarter

’000
	Financial 

period to-date
’000

	
	
	

	Weighted average number of ordinary shares
	
	

	
	
	

	Issued ordinary shares at beginning of 1 July 2005 / 1 January 2005
	104,920
	104,920

	Effect of share buy back
	(1,000)
	(1,000)

	
	
	

	Weighted average number of ordinary shares
	103,920
	103,920



Diluted earnings per share


It is not applicable to calculate the diluted earnings per share as any potential conversion of the Company’s warrants to ordinary shares would be antidilutive.

25.
Dividends 


The Board of Directors does not recommend any interim dividend in respect of the financial period ended 30 September 2005.
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