QUARTERLY REPORTED ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2001

The figures have not been audited

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 30 SEPTEMBER 2006

The figures have not been audited



CONDENSED CONSOLIDATED INCOME STATEMENTS FOR THE QUARTER ENDED 

30 SEPTEMBER 2006






Individual Quarter
 Cumulative Quarter 


Current Year Quarter

30/09/2006

RM'000
(Restated)

Preceding Year Corresponding Quarter

30/09/2005

RM'000
Current Year- To-Date

30/09/2006

RM'000
(Restated)

Preceding Year Corresponding Period

30/09/2005

RM'000

Revenue
172,185
164,072
172,185
164,072

Cost of sales
(133,366)
(121,708)
(133,366)
(121,708)

Gross Profit
38,819
42,364
38,819
42,364







Operating expenses
(24,336)
(23,416)
(24,336)
(23,416)

Other income/(expense)
414
(1,075)
414
(1,075)

Interest income
817
1,149
817
1,149

Interest expense
(575)
(1,321)
(575)
(1,321)

Share of profit/(loss) of associates
22,813
(6,639)
22,813
(6,639)

Profit before taxation 
37,952
11,062
37,952
11,062







Taxation
(2,596)
(3,774)
(2,596)
(3,774)

Profit for the period
35,356
7,288
35,356
7,288







Attributable to:





Equity holders of the parent
35,477
6,504
35,477
6,504

Minority interests
(121)
784
(121)
784

Profit for the period
35,356
7,288
35,356
7,288







Earnings per ordinary share (sen):-





(a)
Basic 
19.39
3.52
19.39
3.52

(b)
Fully diluted 
19.39
3.52
19.39
3.52

The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Statements for the Financial Year Ended 30 June 2006.

CONDENSED CONSOLIDATED BALANCE SHEETS AS AT 30 SEPTEMBER 2006


As at end of current quarter

30/09/2006

RM'000
(Restated)

As at preceding financial year end
30/06/2006

RM'000

Non-current assets



Property, plant and equipment
286,410
289,231

Investments in associated companies
218,431
195,312

Other investments
28,890
28,890

Goodwill on consolidation
57,299
57,299

Deferred tax assets
13,853
12,773


604,883
583,505





Current assets



Inventories
83,081
83,275

Trade and other receivables
108,832
93,386

Tax recoverable
2,788
2,686

Other investments
9,533
9,503

Deposits, cash and bank balances
35,871
109,763


240,105
298,613





TOTAL ASSETS
844,988
882,118





Equity attributable to equity holders of the parent



Share capital
191,216
191,216

Reserves
505,062
483,264

Treasury shares – at cost
(40,460)
(40,460)


655,818
634,020





Minority interests
10,955
11,076





TOTAL EQUITY
666,773
645,096





Non-current liabilities



Borrowings
8,121
60,121

Retirement benefits
3,092
3,168

Deferred tax liabilities
8,949
8,912


20,162
72,201





Current liabilities



Trade and other payables
112,275
113,505

Short term borrowings and overdraft
41,875
48,009

Taxation
3,903
3,307


158,053
164,821





TOTAL LIABILITIES
178,215
237,022





TOTAL EQUITY AND LIABILITIES
884,988
882,118

Net assets per share attributable to ordinary equity holders of the 

 parent (RM) 
3.58
3.47

The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Statements for the Financial Year Ended 30 June 2006.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE PERIOD ENDED 30 SEPTEMBER 2006


Attributable to equity holders of the parent


Share capital

RM’000
Share 

premium

RM’000
Other reserves

RM’000
Reserve for own shares

RM’000
Retained profits

RM’000
Treasury shares

RM’000
Total

RM’000
Minority interest

RM'000
Total equity

RM’000

Current year-to-date ended

30 September 2006





















At 1 July 2006

            








As previously  reported 
191,216
  35,208
17,701
-
432,710
(40,460)
636,375
11,076
647,451

Prior year adjustments:










Effects of consolidation of ESOS Trust with the adoption of FRS 2
-
-
-
(2,355)
-
-
(2,355)
-
(2,355)












As restated
191,216
35,208
17,701
(2,355)
432,710
(40,460)
634,020
   11,076
645,096

Net profit for the period
-
-
-
-
35,477
-
35,477
(121)
35,356

Realisation of foreign currency translation reserve
-
-
(1,087)
-
-
-
(1,087)
-
(1,087)

Purchase of Company’s shares by the ESOS Trust
-
-
-
(12,898)
-
-
(12,898)
-
(12,898)

Share of reserve of associates
-
-
306
-
-
-
306
-
306












At 30 September 2006
191,216
  35,208
16,920
  (15,253)
468,187
(40,460)
655,818
10,955
666,773












CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE PERIOD ENDED 30 SEPTEMBER 2006


Attributable to equity holders of the parent


Share capital

RM’000
Share 

premium

RM’000
Other reserves

RM’000
Reserve for own shares

RM’000
Retained profits

RM’000
Treasury shares

RM’000
Total

RM’000
Minority interest

RM'000
Total equity

RM’000

Preceding year

corresponding period ended 

30 September 2005





















At 1 July 2005
191,216
  35,208
  18,172
           -
434,753
(30,736)
 648,613
  11,508
 660,121

Net profit for the period
-
-
-
-
6,504
-
6,504
784
7,288

Purchase of treasury shares
-
-
-
-
-
(1,411)
(1,411)
-
(1,411)












At 30 September 2005
191,216
  35,208
  18,172
           -
441,257  
(32,147)
653,706
12,292
665,998












The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Statements for the Financial Year Ended 30 June 2006.

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS FOR THE PERIOD ENDED 

30 SEPTEMBER 2006




Current Year-

To-Date

30/09/2006

 RM'000 
(Restated)

Preceding Year Corresponding Period

30/09/2005

RM'000

CASH FLOWS FROM OPERATING ACTIVITIES



Profit before taxation
37,952
11,062

Adjustments for:-




Depreciation and amortisation
7,827
8,013


Share of (profit)/loss after tax of associated companies
(22,813)
6,639


Non cash items
(1,063)
746


Net finance costs
(242)
172

Operating profit before changes in working capital
21,661
26,632





Changes in working capital




Net change in current assets
(15,250)
(20,468)


Net change in current liabilities 
(1,230)
8,633


Net income taxes paid 
(3,145)
(3,038)


Retirement benefits paid 
(123)
(46)


Dividend received
-
6,738


Net finance costs paid
242
(172)

Net cash generated from operating activities
2,155
18,279





CASH FLOWS FROM INVESTING ACTIVITIES




Equity investments
-
(19,598)


Other investments 
(5,015)
(2,483)

Net cash used in investing activities
(5,015)
(22,081)





CASH FLOWS FROM FINANCING ACTIVITIES



Purchase of treasury shares
-
(1,411)


Purchase of Company’s shares by the ESOS Trust
(12,898)
-


Net repayment of borrowings
(58,116)
(6,676)

Net cash used in financing activities
(71,014)
(8,087)





NET CHANGE IN CASH AND CASH EQUIVALENTS
(73,874)
(11,889)





CASH & CASH EQUIVALENTS AT BEGINNING OF PERIOD
109,745
99,806





CASH & CASH EQUIVALENTS AT END OF PERIOD
35,871
87,917

Cash and cash equivalents included in the consolidated cash flow statement comprise the following balance sheet amounts:






30/09/2006

RM'000
30/09/2005

RM'000

Deposits, cash and bank balances


35,871
89,666

Bank overdraft


-
(1,749)




35,871
87,917

The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Statements for the Financial Year Ended 30 June 2006.
1.


Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with Financial Reporting Standards (“FRS”) 134 “Interim Financial Reporting” and the applicable disclosure provisions of the Listing Requirements of Bursa Malaysia Securities Berhad and should be read in conjunction with the Group’s audited financial statements for the financial year ended 30 June 2006. 

The accounting policies and presentation adopted for this interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 30 June 2006 except for the changes in accounting policies and presentation which are expected to be reflected in the financial statements for the financial year ending 30 June 2007 resulting from the adoption of applicable FRSs adopted by Malaysian Accounting Standards Board that are effective for the financial period beginning 1 January 2006 as follows:-




FRS 2


FRS 3

FRS 5

FRS 101

FRS 102

FRS 108

FRS 110

FRS 116

FRS 121

FRS 127

FRS 128

FRS 131

FRS 132

FRS 133

FRS 136

FRS 138

FRS 140


Share-based Payment

Business Combinations

Non-current Assets Held for Sale and Discontinued Operations

Presentation of Financial Statements

Inventories

Accounting Policies, Changes in Accounting Estimates and Errors

Events After the Balance Sheet Date

Property, Plant and Equipment

The Effect of Changes in Foreign Exchange Rates

Consolidated and Separate Financial Statements

Investments in Associates

Interests in Joint Ventures

Financial Instruments : Disclosure and Presentation

Earnings Per Share

Impairment of Assets

Intangible Assets

Investment Property


The adoption of FRSs 5, 102, 108, 110, 116, 121, 127, 128, 131, 132, 133 and 140 do not have any significant financial impact on the Group. The principal effect of the changes in accounting policies resulting from the adoption of other new and revised FRSs are as follows:-


(a)
FRS 2 : Share-based Payment

FRS 2 requires an entity to recognise share-based payments in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instruments of the entity. With the adoption of FRS 2, the compensation expense relating to share options is recognised in the income statements over the vesting periods of the grants with a corresponding increase in equity. The total amount to be recognised as compensation expense is determined by reference to the fair value of the share options at the date of the grant and the number of share options to be vested by the vesting date. The change in accounting policy is applied retrospectively only for those shares options granted after 31 December 2004 and have not vested as of 1 January 2006 as provided in the transitional provision of FRS 2.  



1.
Basis of preparation (Cont’d)


(a)
FRS 2 : Share-based Payment (Cont’d)

The Group operates an equity-settled, share based compensation plan for the employees of the Group under the Hume Industries (Malaysia) Berhad’s Executive Share Option Scheme (“ESOS”). As at 30 June 2006, there were no share options outstanding pursuant to the ESOS. For the current quarter under review, there were no share options granted under the ESOS and accordingly, the adoption of FRS 2 has not resulted in any financial impact to the Group.

In connection with the ESOS, a trust has been set up and is administered by an appointed trustee. The trustee will be entitled from time to time to accept advances from the Group to purchase the Company’s ordinary shares from the open market for the purposes of the ESOS (“ESOS Trust”). 

With the adoption of FRS 2, the ESOS Trust has been consolidated into the Company’s consolidated financial statements where the cost of the Company’s ordinary shares purchased is classified as reserve for own shares. 




(b)

(c)
FRS 3 : Business Combination, FRS 136 : Impairment of Assets and FRS 138 : Intangible Assets

The adoption of FRS 3, FRS 136 and FRS 138 has resulted in the Group ceasing amortization of goodwill. Goodwill carried at cost less accumulated impairment losses, is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it may be impaired. Impairment losses are recognised in the income statement when the carrying amount of the cash-generating unit to which the goodwill has been allocated exceeds the recoverable amount. 

In prior periods, goodwill was amortised on a straight-line basis over its estimated useful life of forty (40) years.

In accordance with the transitional provision of FRS 3, the cumulative amortisation as at 1 July 2006 has been offset against the cost of goodwill and the carrying amount of goodwill as at 1 July 2006 of RM57,299,000 ceased to be amortised. This change in accounting policy has been applied prospectively and as such there is no restatement of comparative amounts whilst the Group’s results for the current quarter under review has improved by RM447,000 resulting from the cessation of amortisation of goodwill.

FRS 101 : Presentation of Financial Statements

The adoption of revised FRS 101 requires new presentation of the financial statements. 

In the consolidated income statement, minority interests are presented as an allocation of the total profit for the financial period between the equity holders of the parent and minority interests. In the consolidated balance sheet and consolidated statement of changes in equity, minority interests are presented within total equity. FRS 101 also requires disclosure on the face of the consolidated statement of changes in equity, a total for recognised income and expenses for the financial period, showing separately the amount attributable to the equity holders of the parent and the minority interests.



1.
Basis of preparation (Cont’d)


(c)
FRS 101 : Presentation of Financial Statements (Cont’d)

Share of profit of associates is now presented net of taxation and minority interest (if any) in the consolidated income statement.

The presentation of this interim financial report is based on the revised requirements of FRS 101 in which certain comparative figures have been restated to conform with the current period’s presentation


The following comparatives have been restated due to the adoption of new and revised FRSs which have retrospective impact on the preceding period’s financial statements:-


Condensed Consolidated Income Statement



Individual /Cumulative Quarter Ended 30 September 2005



As 

Previously Reported


Adoption of 

FRS 101
As

 Restated



RM’000
RM’000
RM’000


Share of loss of associated companies 
         (7,417)
           778
(6,639)


Profit before taxation
       10,284
           778
        11,062


Taxation
(2,996)
           (778)
(3,774)








Condensed Consolidated Balance Sheet



At 30 June 2006



As 

Previously Reported
Consolidation of  ESOS Trust with the adoption of FRS 2
As

 Restated









RM’000
RM’000
RM’000


Other assets

 
2,355
       
(2,355)
-


Reserves


485,619
(2,355)
483,264


Condensed Consolidated Statement of Changes in Equity 



As 

Previously Reported
Consolidation of ESOS Trust with the adoption of FRS 2
As

Restated





RM’000
RM’000
RM’000


Reserve on own shares at 1 July 2006
-
        (2,355)
           (2,355)



1.
Basis of preparation (Cont’d)


Condensed Consolidated Cash Flows Statements



Period Ended 30 September 2005



As 

Previously Reported
Adoption of 

FRS 101
As

 Restated









RM’000
RM’000
RM’000


Profit before taxation
10,284
               778
         11,062


Share of (loss)/profit of associated companies
         (7,417)
               778
         (6,639)

2.
Qualification of audit report of the preceding annual financial statements 

The audit report for the preceding annual financial statements was not qualified.



3.
Seasonality or cyclicality of interim operations

The Group’s operation is not affected materially by any seasonal / cyclical factors.



4.

Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence

There were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence during the current financial year-to-date.



5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There were no changes in estimates of amounts reported in the prior financial years.



6.
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities




There was no share buy-back, share cancellation, resale of treasury shares nor repayment of debt or equity share during the current financial year-to-date.




The total number of shares bought back as at 30 September 2006 was 8,276,600 shares and the shares are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act, 1965.


7.
Dividend

There were no dividend paid during the current financial year-to-date.



8.
Segmental reporting

The Group’s segmental report for the current financial year-to-date are as follows:-







Building Boards  

RM’000
Concrete Products

RM’000
Others

RM’000
Total

RM’000




Revenue

99,082
55,620
17,483
172,185










Results















Segment results

10,686
4,179
612
15,477


Unallocated corporate expenses




(580)


Share of profit after tax of associated companies 

  -Steel products

  -Others




22,809

4







37,710


Interest expense




(575)


Interest income




817


Profit before taxation




37,952


Taxation




(2,596)


Profit for the period




35,356

9.
Valuations of property, plant and equipment 

The valuations of property, plant and equipment has been brought forward without any amendments from the previous annual financial statements.



10.
Material events not reflected in the financial statements

There are no material subsequent events to be disclosed as at the date of this report other than as mentioned below:-

The Company had, on 20 October 2006, accepted the unconditional mandatory offer made by CIMB Investment Bank Berhad on behalf of Daikin Industries, Ltd. in respect of its 9,410,000 ordinary shares of RM0.10 each representing 0.71% of the issued and paid-up share capital of O.Y.L. Industries Bhd (“OYL Shares”), for a total cash consideration of RM53,919,300/- or RM5.73 per OYL Share (“Acceptance”). After the Acceptance, HIMB does not hold any shares in OYL. This Acceptance had resulted in a gain of RM46,729,832 for the Group.



11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the current quarter under review, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings and discontinuing operations.



12.
Contingent liabilities or contingent assets
There are no contingent liabilities or contingent assets as at the date of this report.

13.


Review of performance 

The Group registered a revenue of RM172.2 million for the quarter under review as compared with RM164.1 million registered in the preceding year’s corresponding quarter. Improvement in sales volume was recorded in the building boards and concrete products segments. 

The Group’s profit before taxation (“PBT”) for the quarter under review closed at RM38.0 million as compared with RM11.1 million registered in the preceding year’s corresponding quarter. The increase in PBT was mainly attributable to the improvement in profits from associated companies.

The PBT for the quarter under review includes a share of profit of RM22.8 million from associated companies as compared with a share of loss of RM6.6 million recorded in the preceding year’s corresponding quarter. The significant improvement in the results of the associated companies was attributable to stronger selling prices of steel products and reduction in deferred taxation liabilities. 



14.
Material changes in profit before taxation  

For the quarter under review, the Group recorded a PBT of RM38.0 million as compared with a PBT of RM14.0 million for the preceding quarter. The improvement was attributed to higher contributions from an associated company and the concrete products segment. 

 

15.
Prospects

Barring any unforeseen circumstances, the Board expects the Group’s performance to be satisfactory for the financial year ending 30 June 2007.

16.
Profit forecast / profit guaranteed

This note is not applicable.



17.


Taxation





Individual Quarter
Cumulative Quarter



Current Year Quarter

30/09/2006

RM'000
Preceding Year Corresponding Quarter

30/09/2005
RM'000
Current Year- To-Date

30/09/2006
RM'000
Preceding Year Corresponding Period

30/09/2005
RM'000


Current tax






- current
2,539
3,765
2,539
3,765


- prior years
-
(4)
-
(4)









Deferred tax






- current
37
13
37
13


- prior years
20
-
20
-










2,596
3,774
2,596
3,774
















The Group’s effective tax rate is lower than the statutory tax rate mainly due to tax incentives/allowances granted to certain subsidiaries. 

18.


Sale of unquoted investments and/or properties 

There were no sales of unquoted investments and/or properties for the current quarter and year-to-date.

19.


Quoted securities




(a)
There were no purchases or disposals of quoted securities (other than securities in existing subsidiaries and associated companies) for the current quarter and year-to-date.









(b)
Particulars of investments in quoted securities as at 30 September 2006:



At cost:
RM’000



· Associated Company

· Others
164,815

38,805




203,620



At book value:




· Associated Company

· Others 
218,175

37,775




255,950



At market value:




· Associated Company

· Others 
168,430
86,106



254,536




20.
Corporate proposals 




There were no corporate proposals announced but not completed as at the date of this report. 



21.
Group’s borrowings and debt securities

Particulars of the Group’s borrowings and debt securities as at 30 September 2006 are as follows:






RM’000


(i)
Unsecured short term borrowings and overdraft
41,875


(ii)
Unsecured long term borrowings
8,121




49,996







There are no foreign currency borrowings as at 30 September 2006.





22.
Financial instruments with off balance sheet risk 
Derivative financial instruments are used to reduce exposure to fluctuations in foreign exchange rates and interest rates. While these are subject to the risk of market rates changing subsequent to acquisition, such changes are generally offset by opposite effects on the items being hedged.

Financial instruments are viewed as risk management tools by the Group and are not used for trading or speculative purposes.




The financial instruments with off balance sheet risk as at 9 November 2006 are as follows:






Contract amount 

RM’000





· Foreign exchange forward contracts
       32,367






The above contracts are maturing within a period of 6 months.

There is minimal credit and market risk because the contracts were executed with established financial institutions.




Gains and losses on foreign exchange forward contracts are recognised in the income statements upon realisation.

  

23.
Changes in material litigation

There is no material litigation as at the date of this report. 

24.
Dividend

(a)  The Board has declared a gross interim dividend of 13 sen per share less tax for the quarter ended 30 September 2006 of the financial year ending 30 June 2007 (2005/2006: 13 sen per share less tax) to be paid on 20 December 2006 to shareholders of ordinary shares whose names appear in the Record of Depositors at the close of business on 6 December 2006.

This is to inform that a Depositor shall qualify for the entitlement only in respect of:-

(i)   shares transferred into the Depositor’s securities account before 4.00 p.m. on 6 December 2006 in respect of ordinary transfers; and

(ii)  shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of the Bursa Malaysia Securities Berhad Listing Requirement.

(b) For the financial year-to-date, a total gross dividend of 13 sen per share less tax has been declared (2005/2006: 13 sen per share less tax).


25.


Earnings per ordinary share


Basic earnings per ordinary share

The calculation of basic earnings per ordinary share for the current quarter / year-to-date is based on the profit attributable to equity holders of the parent of RM35,477,000 (2005/2006 : RM6,504,000) and the weighted average number of ordinary shares outstanding during the quarter / year-to-date of 182,939,000 (2005/2006: 184,909,000).





Weighted average number of ordinary shares



Individual Quarter
Cumulative Quarter



Current Year Quarter

30/09/2006

‘000


Preceding Year Corresponding Quarter

30/09/2005

‘000

Current Year- To-Date

30/09/2006

‘000

Preceding Year Corresponding Period

30/09/2005

‘000



Issued ordinary shares at   beginning of period
182,939
184,990
182,939
184,990


Effect of purchase of treasury shares
-
(81)
-
(81)


Weighted average number of ordinary shares
182,939
184,909
182,939
184,909

25.
Earnings per ordinary share (Cont’d)

Diluted earnings per share

The Group has no dilution in its earnings per ordinary share in the current quarter / year-to-date and preceding year corresponding quarter / period as there are no dilutive potential ordinary shares. Therefore, no consideration for adjustment in the form of increase in the number of shares was used in calculating the potential dilution of its earnings per share.



By Order of the Board

Hume Industries (Malaysia) Berhad

Joanne Leong Wei Yin

Company Secretary

Kuala Lumpur

15 November 2006
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