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SMR TECHNOLOGIES BERHAD

(Company No: 659523-T)

Interim Financial Reports for the fourth quarter ended 31 December 2006

A. 
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD (“FRS”) 134 INTERIM FINANCIAL REPORTING

A1.     Basis of Preparation

These interim financial statements of the Group are unaudited and have been prepared in accordance with FRS1342004 “Interim Financial Reporting” and Chapter 9 Part K the Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market.

The Interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2005. 

There are no changes in the accounting policies and methods of computation adopted in this quarterly report.

Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised FRS effective for the financial period beginning 1 January 2006:

FRS 3           Business Combinations

FRS 101       Presentation of Financial Statements

FRS 102       Inventories 

FRS 108       Accounting Policies, Changes in Estimates and Errors

FRS 110       Events after the Balance Sheet Date

FRS 116       Property, Plant and Equipment

FRS 121      The Effects of Changes in Foreign Exchange Rates

FRS 117       Leases

FRS 127       Consolidated and Separate Financial Statements

FRS 132       Financial Instruments: Disclosure and Presentation

FRS 133       Earnings Per Share

FRS 136       Impairment of Assets

FRS 138       Intangible Assets

The adoption of the FRS above does not have a significant financial impact on the Group. 

A2.
Audit Report of the preceding Annual Financial Statements

The audit report for the annual financial statements of the Group for the financial year ended 31 December 2005 was not subject to any qualification.

A3.
Seasonal or Cyclical Factors 

The Group’s operations are not subject to any seasonal or cyclical factors.  

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or 
Cash Flows

During the current quarter under review, there were no unusual items or events, which affected the assets, liabilities, equity, net income or cash flows of the Group.

A5.
Material Change in estimates

There were no changes in estimates of amounts reported that have a material effect on the results for the current quarter under review.

A6.
Issuances, cancellations, repurchases, resale and repayment of debt and equity securities
There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities during the current quarter under review.
A7. 
Valuation of Property, Plant and Equipment


There was no revaluation on property, plant and equipment of the Group during the current quarter under review.

A8.
Dividend Paid

The interim dividend of 1 sen per share was paid out to shareholders of the Company on 5th February 2007.

A9.
Segmental Information

Only the segmental analysis for revenue is available by product and services and region as the company’s accounting system was not set up to analyse profitability due to the sharing of resources.

Segmental reporting of the Group’s revenue by Products and Services is as follows:

	Product and services 
	Oct - Dec 06

RM
	% over total sales

	HRDPower Software
	1,703,200
	 61.33%

	Consultancy and Implementation
	   519,698
	 18.72%

	Annual Maintenance Charges
	             -
	        0%

	Training Power
	   454,000
	 16.35%

	HRDWebvarsity
	   100,000
	   3.60%

	Total
	2,776,898
	100.00%


Geographical reporting of the Group’s revenue is as follows:

	Country/Region
	Oct - Dec 06

RM
	% over total sales

	Malaysia 
	1,119,488
	   40.31%

	Asia
	   655,200
	   23.60%

	Australia
	-
	-

	USA
	  407,200
	   14.66%

	Qatar
	-
	-

	UAE
	  155,250
	     5.59%

	Bahrain
	  439,760
	   15.84%

	Total
	2,776,898
	 100.00%


A10.
Material Events Subsequent to 31 December 2006

There were no material events subsequent to the current financial quarter ended 31 December 2006 up to the date of this report which is likely to substantially affect the results of the operations of the Group other than stated below:-

1. Tenancy Agreement between a subsidiary company, SMR HR Technologies Sdn Bhd and Dr. Palaniappan
 on 12 February 2007 for the rental of an office space at Suite 2A-23-1, Block 2A, Level 23, Plaza Sentral, Jalan Stesen Sentral 5, 50470 Kuala Lumpur. The monthly rental is RM6,655 for a period of two years commencing 1 January 2007.

2. Payment of interim tax-exempt dividend at 1 sen per share on 5th February 2007.

A11.   Changes in the Composition of the Group

On 1 November 2006, the Company incorporated a wholly owned subsidiary company, SMR HR Services Sdn. Bhd. (“SMR HRS”) to cater for the Group’s future business. The principal activity of the Company is provision of human resource outsourcing services. The issued and paid up capital of SMR HRS is RM100.00 of which 98% of the issued and paid-up share capital of SMR HRS are presently held by the Company and the remaining 2% by appointed nominees for registration purposes.  As at 31 December 2006, the process of transferring the shares in SMR HRS to the Company was still in progress.

A12.
Contingent Liabilities or Contingent Assets

There were no material contingent liabilities or contingent assets as at 31 December 2006 and up to the date of this report.

A13.
Capital Commitments
There were no material capital commitments other than for the requirements in the normal course of business as at 31 December 2006 and up to the date of this report.

B.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD (“BURSA SECURITIES”)

B1.     Review of Performance 

For the fourth quarter ended 31 December 2006, the Group recorded revenue of RM2.78 million and profit before tax of RM1.12 million. For the financial year ended 31 December 2006, the Group recorded revenue of RM12.16 million and profit before tax of RM5.8 million. 

There is no comparison with the corresponding quarter results in the preceding year as this is only the first year of consolidated result of the Group to be submitted to Bursa Securities. 

B2.
Comparison of Current Quarter Results with the Preceding Quarter

The Group recorded a decrease of 15.13% in its revenue to RM2.78 million in the fourth quarter of 2006 against RM3.27 million in the third quarter of 2006 whilst profit before tax decline by 28.4% to RM1.1 million in the fourth quarter of 2006  as compared to RM1.57 million in the third quarter of 2006.

Although more than 100% growth in sales were achieved for the new products, the increase has been negated by the much lower sales recorded from its HRDPower software due to the focus in the marketing of the new products and the opening new markets in Middle East and USA.     
Higher depreciation charges also contributed to the decline in the profits for the Quarter due to acquisition of new assets for its new office at Plaza Sentral.
B3.
Prospects for the next financial year

The current trend of strong sales growth achieved in ASEAN and the Middle Eastern countries supports our forecast of strong potential growth and demand for our products and services in these regions. With the listing proceeds and more strategic partnerships abroad, we would be in a better position to compete more effectively and deliver more efficiently our products and services globally.

Barring any unforeseen circumstances, the Board reasonably believes that the Group will post positive growth in the revenue and results for 2007.

B4.
Variance on Profit forecast and Profit Guarantee

The Group has not provided any profit forecast or profit guarantee in a public document.

B5.
Taxation 

No provision for taxation was required for the financial year ended 31 December 2006 in respect of its core activities as the Group is still within the tax exemption period granted by the Ministry of International Trade and Industry and Ministry of Finance.

B6.
Profit on Sale of Unquoted Investment and/or Properties

There was no disposal of unquoted investment or properties during the financial quarter under review.

B7.
Purchase and Disposal of Quoted Securities 

There was no purchase or disposal of quoted securities during the financial quarter under review.

B8.
Status of Corporate Proposals 

Status of corporate proposals announced but not completed :-

On 6 November 2006, the Company announced that it had incorporated a subsidiary company known as SMR HR Services Sdn. Bhd. (“SMR HRS”) on 1 November 2006 to cater for the Group’s future business expansion needs.  The issued and paid up capital of SMR HRS was 100 ordinary share capital of RM1.00 each of which 98 shares are held by the Company.  

Subsequently, on 7 February 2007, the Company announced that it had acquired the remaining 2 ordinary shares of RM1.00 each for a consideration of RM1.00 per ordinary shares, thereby making SMR HRS a wholly owned subsidiary of the Company. 

On 13 November 2006, the Company announced that its wholly owned subsidiary, SMR HR Technologies Sdn. Bhd. signed a Memorandum of Understanding (MOU) with UMS Link Holdings Sdn. Bhd., a business wing formed by University Malaysia Sabah for the purpose of collaboration in developing and promoting human resource management field.  The MOU shall be terminated after one year from the date of MOU, unless mutually extended.      

B9.
Group Borrowings and Debt Securities 

Particulars of the Group’s borrowings denominated in Ringgit Malaysia as at 31 December 2006 are as follows:

	
	
	  RM

	Short term borrowings - Secured
	

	
	  Bank Overdraft

  Bankers’ acceptance 
	-

-

	
	  Hire Purchase
	56,352

	
	

	Long term borrowings - Secured
	

	
	 Hire purchase
	225,314

	
	

	Total Borrowings
	281,666


B10.
Off Balance Sheet Financial Instruments
There were no off balance sheet financial instruments as at the date of this report.

B11.
Material Litigations

The Company is not engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings pending or threatened against the Company as at the date of this quarterly financial report.
B12.
Earnings Per Share

(a)
Basic earnings per share

The earnings per share for the current year to date is calculated by dividing the net profit attributable to shareholders of RM5,835,732 by the weighted average number of shares in issue of 94,164,384 of RM0.10 per ordinary share. 

	
	Current quarter 

31/12/2006
	Current year to-date

31/12/2006

	Profit attributable to ordinary equity holders of the parent (RM)
	1,120,736
	5,835,724

	Weighted Average No of Ordinary shares of RM0.10 par each 
	94,164,384
	94,164,384

	Basic Earnings per Ordinary Shares (sen)
	1.19
	6.20


(b)
Fully diluted earnings per share

The Group does not have any convertible securities and accordingly a fully diluted earnings per share is not applicable.

B13.
Status of Utilisation of Proceeds

The IPO proceeds were received after the Company was listed on 13 March 2006.  A summary of the status of the utilisation of listing proceeds as at 31 December 2006 is as follows:

	
	Proposed utilisation

(RM’000)
	Actual utilisation

(RM’000)
	Deviation 

	
	
	
	RM’000
	%

	Capital investment
	4,700
	3,426
	1,274
	27.1

	Working capital
	2,400
	514
	1,886
	78.6

	Research & Development (“R&D”)
	1,300
	800
	500
	38.5

	Listing expenses
	1,500
	1,499
	1
	0.1

	Total
	9,900
	6,239
	3,661
	36.9


Notes

Capital investment

 The balance of RM1.274 million will be utilised in the current financial year for purchase of office                                 equipment,  computer systems and payment for renovation works.

 R&D 

The balance of RM0.5 million would be utilised by the financial year ending 31 December 2007 for the         creation of new products and for the upgrading and enhancement of existing products.

B14.  Dividend


The Board of Directors had on 28 November 2006 declared and approved a first interim tax-exempt dividend of 1 sen per share in respect of the financial year ended 31 December 2006.  The interim tax-exempt dividend amounting to RM1.0 million was paid on 5 February 2007 to all shareholders whose names appear on the Record of Depositors on 30 January 2007. 
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