MASNET No. 71 OF 09.02.2000

Announcement No. 73

   NERA TELECOMMUNICATIONS LTD

Proforma Full Year Financial Statement And Dividend Announcement

Full-year financial statement on consolidated results for the year ended 31 December 1999.

These figures have not been audited.


Group
Company


S$'000
%
S$'000
%



Latest year
Previous year
Change
Latest year
Previous year
Change

1.(a)
Turnover 
118,942
113,996
4.3
66,683
70,029
(4.8)










1.(b)
Investment income 
0
0
0
0
0
0










1.(c)
Other income including interest income 
530
481
10.2
337
235
43.4



















2.(a)
Operating profit before income tax, minority interests, extraordinary items, interest on borrowings, depreciation and amortisation, foreign exchange gain/(loss) and exceptional items 
10,035
10,112
(0.8)
5,521
3,700
49.2










2.(b)(i)
Interest on borrowings 
(7)
(596)
(98.8)
(1)
(565)
(99.8)










2.(b)(ii)
Depreciation and amortisation 
(1,940)
(2,205)
(12.0)
(677)
(658)
2.9










2.(b)(iii)
Foreign exchange gain/(loss) 
898
579
55.1
491
329
49.2










2.(c)
Exceptional items 
0
0
0
0
0
0










2.(d)
Operating profit before income tax, minority interests and extraordinary items but after interest on borrowings, depreciation and amortisation, foreign exchange gain/(loss) and exceptional items 
8,986
7,890
13.9
5,334
2,806
90.1


Group
Company


S$'000
%
S$'000
%



Latest year
Previous year
Change
Latest year
Previous year
Change

2.(e)
Income derived from associated companies 
556
431
29.0
0
0
0










2.(f)
Less income tax 
(2,661)
(2,028)
31.2
(1,387)
(793)
74.9










2.(g)(i)
Operating profit after tax before deducting minority interests 
6,881
6,293
9.3
3,947
2,013
96.1










2.(g)(ii)
Less minority interests 
0
0
0
0
0
0










2.(h)
Operating profit after tax attributable to members of the company 
6,881
6,293
9.3
3,947
2,013
96.1










2.(i)(i)
Extraordinary items 
0
0
0
0
0
0










2.(i)(ii)
Less minority interests 
0
0
0
0
0
0










2.(i)(iii)
Extraordinary items attributable to members of the company 
0
0
0
0
0
0










2.(i)(iv)
Transfer to/from Exchange Reserve 
0
0
0
0
0
0










2.(i)(v)
Transfer to Capital Reserve 
0
0
0
0
0
0










2.(i)(vi)
Transfer to Reserve Fund 
0
0
0
0
0
0










2.(j)
Operating profit after tax and extraordinary items attributable to members of the company 
6,881
6,293
9.3
3,947
2,013
96.1


Group Figures


Latest year
Previous year

3.(a)
Operating profit [2(g)(i) above] as a percentage of turnover [1(a) above] 
5.80%
5.50%






3.(b)
Operating profit [2(h) above] as a percentage of issued capital and reserves at end of year 
20.20%
33.70%






3.(c)
Earnings per ordinary share for the year based on 2(h) above after deducting any provision for preference dividends:-








3.(c)(i)
Based on existing issued share capital 
9.8 cents
17.7 cents






3.(c)(ii)
On a fully diluted basis 
9.8 cents
17.7 centre






3.(d)
Net tangible asset backing per ordinary share 
37.8 cents
23.2 cents

Notes:

(a)
A subsidiary, Nera Electronics (S) Pte Ltd, was acquired by the Company on 30 December 1998.  The results of the previous year ended 31 December 1998 are proforma results prepared on the basis that Nera Electronics (S) Pte Ltd was a subsidiary from 1 January 1998.

(b)
Notes to item 2(b)(i):

Included in the interest on borrowing for the previous year were finance fees of $365,000 on factored debts charged by a related corporation.  For the year ended 31 December 1999, there were no such fees as the Group has stopped using the factoring facilities.

(c)
Notes to item 2(b)(iii):

The gain on foreign exchange for the year ended 31 December 1999 was due to:

appreciation of the US dollar since the closing year end rate as at 31 December 1998.

the Group has increased its sales in US dollar to natural hedge against its US dollar purchases.

the Group has also forwarded contracts in US dollar at 31 December 1998 to hedge against payments due in 1999.

(d)
Notes to item 2(d) and 2(g)(i):


Included in the operating results for the previous year ended 31 December 1998 was a reversal of doubtful debt provision of $1,086,000 and a dividend income of S$444,000 from an associated company.  In the current financial year, there was a reversal of doubtful debt provision of S$515,000 and a dividend income of S$35,000 from an associated company.

(e)
Notes to items 3(a)(i) and 3(a)(ii):

Earnings per share for the year ended 31 December 1999 was calculated based on the weighted average number of shares outstanding for the year of 70,090,703 ordinary shares of $0.20 each.

Earnings per share for the year ended 31 December 1998 was calculated based on the weighted average number of shares outstanding for the period of 35,493,827 ordinary shares of $0.20 each, after adjusting for bonus shares and the sub-division of each of the ordinary shares of $1.00 each into five ordinary shares of $0.20 each on 27 May 1999.

(f)

Notes to item 3(b):


Net tangible asset backing per ordinary share at 31 December 1999 was calculated based on the number of shares outstanding at 31 December 1999 of 90,000,000 ordinary shares of $0.20 each.


For comparative purposes, the net tangible asset backing per ordinary share at 31 December 1998 was calculated on the number of ordinary shares outstanding at 31 December 1998 of 80,000,000 ordinary shares of $0.20 each.  This is after taking into consideration the issue of 3,643,617 ordinary shares of $1.00 each on 27 April 1999, the bonus issue of 9,481,383 ordinary shares of $1.00 each on 27 May 1999 and the subsequent sub-division of each of the existing ordinary share of $1.00 each in the issued share capital of the Company into 80,000,000 ordinary shares of $0.20 each.  The net tangible assets are based on the adjusted net assets of the proforma group amounting to $18,659,000 as at 31 December 1998 set out in the Company's Prospectus dated 23 June 1999.

(g)
The net proceeds from the Company's IPO of $9.3 million in respect of the 10,000,000 new ordinary shares of $0.20 each were received on 5 July 1999.


Group
Company


S$'000
%
S$'000
%



Latest year
Previous year
Change
Latest year
Previous year
Change

4.(a)
Sales reported for first half year 
57,714
53,784
7.3
31,370
30,224
3.8










4.(b)
Operating profit [2(g)(i) above] reported for first half year 
3,458
2,481
39.4
1,182
750
57.6










4.(c)
Sales reported for second half year 
61,227
60,212
1.7
35,313
39,805
(11.3)










4.(d)
Operating profit [2(g)(i) above] reported for second half year 
3,423
3,812
(10.2)
2,765
1,263
118.9

5.(a)     Amount of any adjustment for under or overprovision of tax in respect of prior years

NIL

5.(b)      Amount of any pre-acquisition profits

There were no pre-acquisition profits included in the twelve months results in 1999.

A subsidiary, Nera Electronics (S) Pte Ltd, was acquired by the Company on 30 December 1998.  The proforma results of the previous year to 31 December 1998 were prepared on the basis that Nera Electronics (S) Pte Ltd was a subsidiary from 1 January 1998.  The amount of the pre-acquisition profit before tax of Nera Electronics (S) Pte Ltd included in the proforma statement for the previous year to 31 December 1998 was S$3.937 million.

5.(c)      Amount of profits on any sale of investments and/or properties

Sale of investments/properties
$Profit/(Loss)

Nil





























5.(d)     Any other comments relating to Paragraph 5

NIL

6.
         Segmental Results

(a)
Analysis by business activities


31/12/1999
31/12/1998
variance
var %


S$'000
S$'000
S$'000


Turnover





Telecommunications
19,171
25,070
(5,899)
(23.5)

Information Tecnology
49,075
46,149
2,926
6.3

Contract Manufacturing
52,056
45,509
6,547
14.4

less inter-segment eliminations
(1,360)
(2,732)
1,372
(50.2)








118,942
113,996
4,946
4.3

Profit before tax





Telecommunications
2,125
1,475
650
44.1

Information Technology
2,434
2,908
(474)
(16.3)

Contract Manufacturing
4,983
3,938
1,045
26.5








9,542
8,321
1,221
14.7

Profit before tax margin





Telecommunications
11.1%
5.9%
5.2%


Information Technology
5.0%
6.3%
(1.3%)


Contract Manufacturing
9.6%
8.7%
0.9%









8.0%
7.3%
0.7


(b)
Analysis by geographical market


31/12/1999
31/12/1998
variance
var %


S$'000
S$'000
S$'000


Turnover





Singapore
65,084
60,823
4,261
7.0

Oversea
55,218
55,905
(687)
(1.2)

less inter-segment eliminations
(1,360)
(2,732)
1,372
(50.2)








118,942
113,996
4,946
4.3

Profit before tax





Singapore
4,624
4,182
442
10.6

Overseas
4,918
4,139
779
18.8








9,542
8,321
1,221
14.7

Profit before tax margin





Singapore
7.1%
6.9%
0.2%


Overseas
8.9%
7.4%
1.5%









8.0%
7.3%
0.7%


7.
         Review of the performance of the company and its principal subsidiaries

Group turnover for the year ended 31 December 1999, at $118.9 million increased by 4.3% over that of the previous year. 

Turnover for the Information Technology and Contract Manufacturing businesses increased by 6.3% and 14.4% respectively compared with that of the previous year.

The increase in  turnover for the Information Technology business was due to an increase in domestic demand whilst the increase in the turnover for the Contract Manufacturing business was due to higher demand in Europe and USA.  Turnover for the Telecommunications business was lower, due to the slow recovery in the telecommunications infrastructure market, particularly for the microwave transmission sector.

Group operating profit before tax for the year ended 31 December 1999, $9.54 million (comprising $8,986,000 and income derived from associated company of $556,000), increased by 14.7% compared to that of the previous year.

The improvement was attributed mainly to increased turnover in the Contract Manufacturing business and improved gross margins.

Share of profit from an associated company in Malaysia increased from $431,000 to $556,000 due to improved operations.

Save as disclosed herein, in the opinion of the Directors,  no item, transaction or event of a material or unusual nature has arisen since the end of the year under review to the date of this report, which would affect the results of the Company or of the Group.

8.
         Commentary on current year prospects

The outlook for the Group remains positive with the economic recovery in the South East Asian region and further liberalisation of telecommunication services.

The Company has incorporated a wholly-owned subsidiary, Nera Infocom (M) Sdn Bhd in Malaysia to concentrate on various Information Technology infrastructure developments in Malaysia as this will provide additional revenues for the Group.

Barring unforeseen circumstances, the Directors expect the Group to maintain its performance.

9.
         Dividend

(a) Present Period

Name of Dividend
First & Final



Dividend Type
Ordinary



Dividend Rate
6.75% or 1.35 cents a share less tax
  
  

Par value of shares
$0.20



Tax Rate
26%



(b) Previous Corresponding Period

Name of Dividend
Interim



Dividend Type
Ordinary



Dividend Rate
387.12% or $3.87 a share less tax
  
  

Par value of shares
$1.00



Tax Rate
26%



(c) Total Annual Dividend


Latest Year (S$)
Previous Year (S$)

Ordinary
900,000
8,236,000

Preference
0
0

Total:
900,000
8,236,000

(d)
Date payable

To be announced

(e) Books closing date

To be announced

(f)   Any other comments relating to Paragraph 9

The Annual General Meeting will be held on 15 June 2000.

10.        Balance sheet


Group
Company



Proforma

Proforma


1999
1998
1999
1998


S$'000
S$'000
S$'000
S$'000

Non Current Assets





Property, plant and equipment
7,182
7,614
5,378
5,170

Subsidiaries
-
-
8,128
7,288

Associate
2,594
1,999
199
199

Deposits
-
52
-
-







Total non-Current Assets
9,776
9,665
13,705
12,657







Current Assets





Inventories
21,687
21,212
7,573
8,465

Trade debtors
15,038
9,902
10,367
7,960

Other debtors
588
848
1,511
325

Due by holding corporation - non-trade
-
-
-
2,489

Due by associate - trade
756
2,669
756
2,669

Due by associate - non-trade
1,647
-
1,647
-

Due by related corporation - trade
-
1,538
-
56

Due by related parties - trade
1,056
-
54
-

Due by subsidiaries - trade
-
-
90
-

Due by subsidiaries - non-trade
-
-
665
138

Bank and cash balances
19,562
7,891
16,491
3,713







Total Current Assets
60,334
44,060
39,154
25,815







Less:





Current Liabilities





Trade creditors
18,698
16,634
9,146
9,660

Other creditors
9,919
7,004
4,983
3,622

Due to holding corporation - trade
-
758
-
758

Due to holding corporation - non-trade
-
6,894
-
-

Due to related parties - trade
4,074
-
3,820
-

Due to related corporation - trade
-
1,896
-
1,894

Due to subsidiaries - trade
-
-
-
1,199

Obligations under finance lesses (secured)
-
287
-
-

Taxation
2,459
1,593
893
652

Dividend payable
900
-
900
-







Net Current Liabilities
36,050
35,066
19,742
17,785







Net Current Assets
24,284
8,994
19,412
8,030







Net Assets
34,060
18,659
33,117
20,687







Shareholders' Equity





Share capital
18,000
16,000
18,000
16,000

Non-distributable reserves
10,702
3,282
11,383
4,000

Goodwill write-off reserve
(4,223)
(4,223)
-
-

Retained profits
9,581
3,600
3,734
687








34,060
18,659
33,117
20,687

11.        Details of any changes in the company's issued share capital

As at July 1999, the issued share capital of the Company was 90 million shares of $0.20 each fully paid, of which 10 million shares were allotted on 30 June 1999 pursuant to the Company's IPO.  The proceeds for the 10 million shares were received on 5 July 1999.

12.        Comparative figures of the group's borrowings and debt securities

(a) Amount repayable in one year or less, or on demand

As at 31/12/1999
As at 30/6/1999

Secured
Unsecured
Secured
Unsecured






0
0
97,000
0

(b) Amount repayable after one year

As at 31/12/1999
As at 30/6/1999

Secured
Unsecured
Secured
Unsecured






0
0
0
0

(c)  Any other comments relating to Paragraph 12

NIL

13.
Y2K Statement

The Group had a successful transition through the Y2K period and did not encounter any problems pertaining to Y2K issues in its internal systems.  There were also no customer reports of any Y2K problems.  All costs pertaining to Y2K readiness had been recognised in 1999 costs.

BY ORDER OF THE BOARD

Yvonne Choo

Company Secretary

9/2/2000

