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a. BASIS OF PREPARATION

The interim condensed financial statements for the 3rd financial quarter ended 30 November, 2004 are un-audited and have been prepared in accordance with Accounting Standard MASB 26 (Interim Financial Reporting) issued by the Malaysian Accounting Standard Board (“MASB”) and should be read in conjunction with the audited financial statements of the Group for the financial year ended 29 February 2004.

The accounting policies and methods of computation adopted by the Group in the interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 29 February 2004.                                                                                                                                           

The Sale and Purchase of Shares Agreement dated 31 October 2003 for the sale of the Company’s subsidiary, Aktif Lifestyle Stores Sdn. Bhd. (hereafter referred to as “ALS”) and three of its operating subsidiaries. (hereafter referred to as “ALS Group”) to CP Properties Sdn. Bhd. has been completed on 30 July 2004.

The financial results of the ALS Group were deconsolidated from the financials of the Group from 1 March 2003.  

b. AUDIT REPORT
The auditors report for the financial year ended 29 February 2004 has not been qualified except for the following:

“The financial statements of the Group have been presented on the basis that the said subsidiaries were deconsolidated effective from 1 March 2003 i.e. the beginning of the financial year. However, as mentioned in Note 14, the Sale and Purchase of Shares Agreement (“SPSA”) for the Proposed Disposal was signed on 31 October 2003. According to MASB 11: Consolidation Financial Statements and Investments in Subsidiaries, the results of operations of the subsidiaries disposed of should be included in the consolidation financial statement up to the date of disposal, which is the date on which the holding company ceases to have control of the subsidiaries. The income statement of the Group omits the results of the subsidiaries up to the date control was transferred pursuant to the SPSA. 

In addition, it is our opinion that it is inappropriate to include the reversal of the merger reserve and the reserve on consolidation in the gain on disposal recognized in the consolidated financial statements, as analysed in Note 14 to the financial statements.

Therefore it is our opinion that in view of the significance of the above matters, the income statement of the Group does not show a true and fair view of the results for the year ended 29 February 2004 in accordance with applicable approved accounting standards in Malaysia, and matters required to be disclosed by Section 169 of the Companies Act, 1965.

In view of the matter referred above, it is our opinion that the cash flow statement of the Group does not give a true and fair view of the cash flows for the year.”

In response, the directors have stated in the Directors’ Report that: 

“The financial statements of the Group and the Company have been prepared on the basis:

i) that the control of ALS Group has been transferred on 1 November 2003 pursuant to the Sale and Purchase of Shares Agreement (“SPSA”);

ii) that the control of the management of ALS Group has been transferred pursuant to the management agreement dated 31 October 2003 as provided under the SPSA;

iii) that under the SPSA, the Company is not liable for the losses of ALS Group as at 31 October 2003

iv) that the resulting from (i) and (ii) above, the financial statements of ALS Group as at 29 February 2004 are unavailable to the Company 

v) the Securities Commission has granted its approval to the sale of the ALS Group on 17 May 2004 and the Shareholders approval was obtained on 18 June 2004

Based on the above rationale, the deconsolidation of the ALS Group as at 1 March 2003 presents in the opinion of the directors, the true and fair effects of the sale transaction as at 29 February 2004.

However, the auditors differ in opinion on the treatment of this transaction and have qualified their report to state that the income and cash flow statements of the Group do not show a true and fair view. The directors are of the opinion that since the control and the management of the disposed ALS Group has passed to the purchaser on 1 November 2003 pursuant to the SPSA and the management agreement and the deconsolidation of the income and cash flow statements of ALS Group would more appropriately reflect the reality of the transaction. In this respect, the directors felt that it is in the best interest of the shareholders to choose ‘substance over form’ to reflect the reality of the transaction especially the financials of ALS and its subsidiaries as at 29 February 2004 are no longer available to the Company.” Moreover, the treatment adopted by the directors does not have any impact on the net results in the income statement of the Group.

c. SEASONAL OR CYCLICAL FACTORS

      The Group’s remaining retail operation under the branding ‘Zense’ through the Company’s subsidiary, Retail Commercio Sdn. Bhd. ceased operation on 26 August 2004. With effect from that date, the Group is now dormant and is presently seeking new viable business to be injected into it.  

d. ITEMS EFFECTING NET INCOME AND CASH FLOW 

      There were no items affecting assets, liabilities, equity, net income or cash flows of the Group during the financial period ended 30 November 2004.

e. CHANGES IN ESTIMATES

      There were no material changes in estimate of amounts reported in prior interim periods of the current financial year or in prior financial year that have a material effect in the current interim period.

f. ISSUANCE AND REPAYMENTS

      There were no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the current financial period to date.  

g. DIVIDENDS

      No dividend was paid or declared by the Company during the current financial quarter

h. SEGMENTAL REPORTING

      The Group’s segmental report for the financial period to date ended 30 November 2004 is as follows:

                                                                                                 (Loss)

                                                            Turnover                    before tax
                                                             RM’000                          RM’000

Investment holding                                72                              (231)  

Retailing                                              478                              (191)                

Total                                                    550                             (422)                                             

     The retailing turnover was mainly from the turnover from the specialty store by one of the subsidiary companies.

i. PROPERTY, PLANT AND EQUIPMENT

      The Group’s property, plant and equipment are stated at cost or valuation less accumulated depreciation and impairment losses. There was no valuation of property, plant and equipment in the current financial quarter. 

j. MATERIAL EVENTS SUBSEQUENT TO END OF THE INTERIM FINANCIAL  PERIOD SUBSEQUENT EVENTS

The Group became dormant since the closure to the operations of the specialty store in one of the subsidiary companies of the Company; Retail Commercio Sdn. Bhd on 26 August 2004. 
 There were no material events subsequent to the end of the reported financial quarter 
k. CHANGES IN COMPOSITION OF THE GROUP

For the current financial quarter and financial year-to-date, the Group is not involved in any business combination, acquisition or disposal of subsidiaries and long term investments, restructuring or discontinuance of operation.

l. CONTIGENT LIABILITIES


There were no contingent liabilities disclosed in the audited annual accounts for the year ended 29 February 2004. 
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a. REVIEW OF PERFORMAMCE OF THE COMPANY AND ITS SUBSIDIARIES

The Group reported a turnover and pre-tax profit of RM0.018 million and RM0.143 million for the quarter respectively compared to RM0.32 million and a profit of RM0.132 million respectively in the previous year’s corresponding quarter. The current quarter’s turnover was mainly derived from the dividend received on the investment in quoted shares. The pre-tax profit of RM 0.146 million was mainly due to a “write back” of the impairment in value for the quoted investment amounting to RM 0.166 million which is no longer required.  The disposal of the ALS Group to CP Properties Sdn. Bhd. on 31 October 2003 had since stopped significant losses in the Group. 
b. MATERIAL CHANGES IN THE QUARTERLY RESULTS COMPARED TO THE RESULTS OF THE PRECEDING QUARTER

There was no material change in the quarterly results compared to the results of the preceding quarter after the disposal of the ALS Group to CP Properties Sdn. Bhd. at the end of October 2003. Net profit attributable to members of the Group was RM0.143 million in the third quarter compared to RM0.132 million for the same preceding year quarter. 

With the disposal of the ALS Group on 31 October 2003 there has been no significant change to the financial position of the Group since that date.  Shareholders’ fund of the Group as at 30 November 2003 was RM2.816 million compared with RM2.307million as at 30 November 2004. 

c. PROSPECT FOR THE NEXT FINANCIAL YEAR.

No significant changes are expected for the Group in the next quarter for the financial year ending 29 February 2005 as the Company seeks viable businesses to be injected into it. The closing down of the specialty store during the last quarter has left the Group dormant. The Company now seeks viable business to be injected into the Group to meet the 16 May 2005 extended deadline set by Securities Commission   

d. VARIANCE ON PROFIT FORECAST AND PROFIT GUARANTEE

The Group has not provided any profit forecast or profit guarantee in any public document as at the end of February 2004.

e. TAXATION

                                                              3rd Quarter ended Nov Cum Quarter ended Nov                                                                       2004           2003               2004             2003
                                                         RM’000     RM’000         RM ‘000     RM’000

         Major components of tax expenses

         Current tax expenses                              -                  -                      -                   -

         Under provision in prior years               -                  -                      -                   -

         Deferred tax expense                              -                  -                      -                   - 

         Total                                                     Nil             Nil                 Nil                  Nil 
      No taxation is provided for in the current quarter and for the year ended 29 February 2004 as the Group has unutilized tax losses brought forward of approximately RM 9.5 million and unutilized capital allowances brought forward of approximately RM0. 515 million available for set off against future taxable income.

f. PROFIT FROM THE SALE OF UNQUOTED INVESTMENT AND/OR PROPERTIES

There was no sale of unquoted investments and / or properties for the current quarter ended 30 November 2004.

g. PURCHASE/DISPOSAL OF QUOTED SECURITIES 

There was no disposal or acquisition of quoted shares (both quoted in Malaysia and outside Malaysia) during the quarter ended 30 November 2004.    

h. QUOTED SECURITIES

      Investment in quoted securities as at 30 November 2004 is as  follows:

                                              At cost             At book value       At market value
                                                    RM                    RM                          RM

                                             ‘000                   ‘000                         ‘000

Quoted in Malaysia           1,349                    1129                       1,179                             

      Quoted outside Malaysia      279                     279                          677

      Total                                   1,628                 1,408                       1,856
i. CORPORATE PROPOSALS ANNOUNCED

The following were the corporate proposals announced during the financial quarter ended 30 November 2004 and the previous quarter.

Previous Quarter

1. On 1 June 2004, the Company received a letter from Securities Commission dated 17 May 2004 approving the disposal of Aktif Lifestyle Stores Sdn Bhd. and its subsidiaries. The Company was to submit its comprehensive proposal to Securities Commission to regularize its financials within 6 months from 17 May 2004.

1. On 18 June 2004, the shareholders of Company at its Extraordinary General Meeting approved the disposal of Aktif Lifestyle Stores Sdn. Bhd. and its subsidiaries. The said disposal became unconditional on that date and the parties had 30 days from 18 June 2004 to complete the disposal.

2. On 19 July 2004, the Company and CP Properties Sdn. Bhd. mutually agreed to extend the Completion Date of the Proposed Disposal from 17 July 2004 to 23 July 2004 to facilitate the finalization of documentation for completion under the Sale and Purchase of Shares Agreement dated 31 October 2003.

3. On 26 of July 2004 the Completion Date of the Proposed Disposal was further extended to 30 July 2004.

4. On 2 August 2004 the Company announced the completion of the Proposed Disposal on 30 July 2004. 

Current Quarter

The Company on 28 October 2004, as required by the Company’s PN10/2001 status (“PN10”), announced that the Company is continuing its effort to seek and acquire viable new core business. 

On 1 November 2004, Hwang DBS Securities Berhad on behalf of the Company announced that an application for an extension of time has been made to Securities Commission for a period of six (6) months from 17 November 2004 to 16 May 2005 in order for the Company to submit a comprehensive proposal to Securities Commission.

Subsequent to the current financial quarter 

On 6 December 2004, Hwang BDS Securities Berhad, on behalf the Company announced the application for the extension of time to Securities Commission dated 1 November 2004 on the submission of a proposal to regularize the Company financial position, has been approved by Securities Commission without any conditions attached vide a letter dated 3 December 2004 to the Company

j. GROUP BORROWINGS AND DEBTS SECURITIES

     The Group does not have any borrowings as at the date of this report.  

k. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

The Group does not have any financial instrument with off balance sheet risk as at the date of this report.

l. MATERIAL LITIGATION

A third party had claimed damages against ALS arising from the termination of a lease agreement. ALS has contended that the lease is void and or deemed terminated by reason of frustration and or misrepresentation by the third party. The Plaintiff has filed the amended schedule of claims on 16 July 2003 and ALS has filed its defense and a counter claim. Solicitors for ALS have advised that there is a good prospect of success in defending the suit and in the counterclaim.

During the financial period under review in March 2004, in a related court action which the ALS had initiated in 1999 to restrain the landlord from claiming on certain guarantees issued by RHB Bank Berhad in respect of the lease, the landlord was successful in its appeal to the Court of Appeal in setting aside one of the two injunctions which was granted by the Court in respect of the guarantees. The injunction which was set aside was in respect of the guarantee for ‘Fit Out Deposit’ amounting to RM190,096.90. Based on the advice of lawyers, the Court of Appeal’s decision does not have a financial impact on the Company in that the decision merely sets aside the injunction but did not rule as to the liability to pay on the guarantee against which the Company has denied liability by legal notice to RHB Bank Berhad. 

Subsequently, the Company’s solicitors, Denis Nik & Wong vide their letter dated 6 July 2004 to Company, informed the Company that the  above claim by the Plaintiff’s for damages was dismissed and the Company’s counterclaim allowed with damages to be assessed by the Senior Assistant Registrar.

      The above matter is now at the case management stage whereby both parties had been directed by the high court to files in bundles of documents for case management hearing fixed on 20 April 2005. 

m. DIVIDEND

No dividend has been declared for the current financial period to date. 

n. EARNINGS PER SHARE

The Company’s earnings per share was 0.70 sen for the current quarter this year compared to 0.64 sen  per share for the same quarter last year.

The earnings/loss per share of the Group for the quarter has been computed by dividing the net operating profit/loss, after the recovery of bad debts, by the weighted average number of ordinary shares in issuance during the reporting period.

                                        3rd. Quarter ended Nov  Cum. Quarter ended Nov                                              2004                 2003                 2004                 2003

                                           RM’000           RM’000            RM’000             RM’000

Net Profit (loss)                    0.143              0.132                  (0.422)             (10,513)
Weighted no. of                  

Ordinary Shares in issue       20,479             20,479               20,479                20,479    

Basic earning ( loss) per

      share (sen)                             0.70                 0.64                 (  2.05  )               (51.34)
o. MINIMUM PAID UP CAPITAL REQUIREMENTS

Under the Bursa Securities Practice Note 4 of 2001, the Group had made a First Announcement that it is an effected issuer on 8 May 2002. The Group had also made an Announcement that it is an effected issuer under PN 10 on 15 June 2004. 

The Group’s proposed restructuring and business injection schemes are currently being formulated by the Company. Upon completion of the proposed scheme, the Group will meet the minimum requirement for companies to be listed on the Second Board of the Bursa Securities. 
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