Panasonic Manufacturing Malaysia Berhad (6100-K)
[formerly known as Matsushita Electric Company (Malaysia) Berhad]
(Incorporated in Malaysia)
Notes to the Interim Financial Statements for the Quarter ended 30 June 2006

Note 1  Accounting Policies and Basis of Preparation

The interim financial statement are unaudited and has been prepared in accordance with the Financial Reporting Standards (“FRS”) 134: Interim Financial Reporting and Chapter 9, Part K of the Listing Requirements of Bursa Malaysia Securities Berhad.  The interim financial statements should be read in conjunction with the Company’s audited statutory financial statements for the financial year ended 31 March 2006.  The accounting policies and methods of computation for the interim financial statements are consistent with the annual audited financial statements of the Company for the financial year ended 31 March 2006 except as disclosed below. 

All changes in the accounting policies have been made in accordance with the transitional provision of the respective standards.

The principal effects of the changes in accounting policies resulting from the adoption of the new and revised FRS beginning 1 April 2006 are as follows:

(a) FRS 5:
Non-current Assets Held for Sale and Discontinued Operations

An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. The assets of discontinued operations that are classified as held for sale are measured in accordance with FRS 5. On initial classification, the non-current asset held for sale is carried at the lower of its carrying amount and fair value less costs to sell. 

In accordance with FRS 5, as at 1 April 2006, the following were reclassified from Property, Plant and Equipment to non-current assets held for sale: 

(i) Description of the non-current asset

	No.
	Item
	Description



	1.
	Land and Building
	Land with building attached bearing the title H.S. (D) No.14685, P.T. No. 11441, Mukim of Kajang, District of Ulu Langat, State of Selangor

	2.
	Location
	No. 7 Jalan P/2A, Bandar Baru Bangi, Bangi Industrial Site, 43650 Kajang, Selangor Darul Ehsan.

	3.
	Date of acquisition
	7 December 1987

	4.
	Tenure of land
	Leasehold 99 years expiring on 6 December 2086

	5.
	Land area
	Approximately 15.5889 acres.


(ii) Facts and circumstances leading to the expected sales

The Company had on 23 February 2005 made an announcement to discontinue the manufacture and sale of washing machines and refrigerators at its Bangi plant effective 1 October 2005.  Consequent to this decision, the land and building which is presently vacant, are available for immediate sale in its present condition. 

(iii) Expected manner and timing of the disposal

The Company has been actively searching for potential buyer through its appointed real estate agents namely Messrs. Rahim & Co. and Messrs Prime Properties, via open tender at a price that is reasonable in relation to its current fair value. The sale is expected to complete within 1 year from the date of re-classification of the land and building as non-current assets held for sale.
(iv) Gain or loss on sale of non-current asset
The Company will recognize any gain or loss on sale of the land and building to the income statement upon completion of the sale transaction.
(v) Segment of non-current assets to be disposed

The segmental reporting of non-current assets to be sold is not applicable as the Company is principally involved in the manufacture and sales of electrical home appliances, batteries and related components in one industry segment and operates wholly in Malaysia.
(b) FRS 101:  Presentation of Financial Statements

The adoption of FRS 101 has affected the presentation of the Company’s financial statements. The Company’s share of profit/(loss) of its associated company attributable to its equity holders are presented after tax in the income statement. 

The current quarter’s presentation of the financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current quarter’s presentation.

All amounts stated in this quarterly report are rounded up to the nearest thousand Ringgit Malaysia unless otherwise stated.

(c) FRS 116: 
Property, Plant and Equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (if any). The asset’s residual values and useful lives are reviewed at least once a year. An asset is written down immediately to its recoverable amount if its carrying amount is greater than its estimated recoverable amount.  

An item is reclassified as non-current asset held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. 

(d) 
FRS 121:  The Effects of Changes in Foreign Exchange Rates

(i) Functional and presentation currency

The assets and liabilities included in the financial statements were translated using the currency of the primary economic environment in which the Company operates         (the “functional currency”).  The financial statements are presented in Ringgit Malaysia, which is the Company’s functional and presentation currency, based on the guidance of the standards.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date of the transactions. Foreign exchange gain and losses resulting from the settlement of such transactions and from the translation at year-end exchange rate of monetary assets and liabilities denominated in foreign currency are recognised in the income statement in the period in which they arise. 

(e) 
FRS 128: Investment in Associates

The Company holds 40% (2006: 40%) equity interest in its associated company, Panasonic Malaysia Sdn. Bhd., a company incorporated in Malaysia. 

The investments in associated company over which the Company has significant influence (but not control over its operations) are accounted for using the equity method.  The investment is initially recognized at cost and adjusted thereafter includes the Company’s share of post-acquisition distributable and non-distributable reserves of the associated company.   

The effect of changes in adopting FRS 128 is summarized below:


(i)
The Company’s profit before tax in the Combined Income Statements includes the Company’s share of post-tax profit of the associated company as follows: 
	
	30.06.2006

RM'000

	Profit from operations
	          10,868

	Share of post-tax profit of associated company
	               858                       

	Profit before taxation
	          11,726



(ii)
The interest in associated company in the Combined Balance Sheet includes the Company’s share of post-acquisition distributable and non-distributable reserves of the associated company with details as follows:
	
	30.06.2006  RM'000
	Restated

31.03.2006

RM'000

	Investment at cost
	           2,000
	            2,000

	Share of post-acquisition distributable and                  non-distributable reserves
	       109,061
	                 108,203

	Interest in associated company
	        111,061
	        110,203


Comparatives

The following comparative amounts have been restated due to the adoption of new and revised FRS:

(i)
Income Statement

	
	Restated 

as at 31.03.2006

(RM’000)
	As at Financial Year End 31.03.2006

(RM’000)

	
	
	

	Profit before tax
	48,590
	47,021

	Profit after tax
	35,554
	33,093

	Share of post-tax profit of associated company
	2,461
	0


(ii) Balance Sheet

	
	Restated 

as at 31.03.2006

(RM’000)
	As at Financial Year End 31.03.2006

(RM’000)

	
	
	

	Interest in associated company
	110,203
	2,000

	Retained Earnings
	584,683
	476,480


Note 2.  Disclosure of Audit Report Qualification

The audit report of the Company’s annual financial statements for the financial year ended 31 March 2006 were not qualified.

Note 3.  Seasonality or Cyclicality of Interim Operations

The Company’s business operations were not materially affected by any seasonal or cyclical factors since the last balance sheet date.

The Company’s products are generally dependent on consumer demand both in the domestic and global market.

Note 4.  Exceptional or Unusual Item

Save as disclosed under Note 1(a), there were no items affecting assets, liabilities, equity, net income or cash flows that were exceptional or unusual because of their nature, size or incidence since the last balance sheet date.

Note 5.  Changes in Estimates of Amounts Reported in Prior Interim Periods for the Current Financial Year or in Prior Financial Years

There were no major changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in the prior financial year, which give a material effect in the current interim period.

Note 6.  Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and             Equity Securities

There were no issuances and repayment of debt securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares since the last balance sheet date.
Note 7.  Dividends Paid 

There was no dividend paid in the current quarter ended 30 June 2006.

Note 8.   Segmental Reporting

There is no segmental reporting as the Company is principally involved in the manufacture and sales of electrical home appliances, batteries and related components in one industry segment and operates wholly in Malaysia.

Note 9.  Valuation of Property, Plant and Equipment

There were no valuation of property, plant and equipment for the period under review.

Note 10.  Significant Post Balance Sheet Events

There has not arisen in the interval between 30 June 2006 and the date of this announcement, any item, transaction or event of a material or unusual nature in the opinion of the Directors, likely to affect substantially the result of the operations of the Company for the quarter ended 30 June 2006 in respect of which this announcement is made.

Note 11.  Contingent Liabilities or Contingent Assets

There were no contingent liabilities or contingent assets since the last financial year ended 31 March 2006.

Note 12.  Cash and Cash Equivalents

	
	As at

30/06/06

(RM'000)
	As at      31/03/06

(RM’000)



	Cash and bank balances 
	605
	379

	Deposits with a licensed bank 
	628
	725

	Placement of funds with a related company

    
	523,910
	514,387

	Total cash and cash equivalents
	525,143
	515,491


Disclosure Requirements Pursuant to Part A, Appendix 9B of Bursa Malaysia Securities Berhad Listing Requirements
Note 13.
Review of Performance

The Company’s revenue of RM139.8 million for the current quarter ended 30 June 2006 decreased by 23.9% or RM43.9 million compared with the revenue of RM183.7 million registered in the previous year’s corresponding quarter. However, excluding the sales of washing machine and refrigerator in the previous year, the revenue of RM139.8 million for the current quarter ended 30 June 2006 was RM1.8 million or 1.3% higher than revenue of RM138.0 million for the previous year’s corresponding quarter.

The combined profit before tax of the Company of RM11.7 million for the current quarter ended 30 June 2006 (which includes the share of post-tax profit of the associated company of RM858 thousand) was RM4.4 million higher than the combined profit before taxation of RM7.3 million (which includes the share of post-tax profit of the associated company of RM1.4 million) registered in the previous year’s corresponding quarter. The higher profitability against previous year’s corresponding period was mainly due to lower cost of production in the current quarter compared with the previous year’s corresponding quarter which included the higher cost of production for washing machine and refrigerator.

Note 14. Material Changes in Quarterly Results Compared to Preceding Quarter

For the current quarter under review, the Company’s revenue of RM139.8 million increased by 11.3% or RM14.2 million over the revenue of RM125.6 million registered in the preceding quarter ended 31 March 2006. This was mainly due to higher sales off-take in the current quarter ended 30 June 2006.

The combined profit before tax of the Company for the current quarter ended 30 June 2006 of RM11.7 million was RM4.7 million higher than the combined profit before taxation of RM6.0 million registered in the preceding quarter ended 31 March 2006. This was mainly due to higher interest income in the current quarter under review and higher non-operating expenses recognised in the preceding quarter. 

Note 15. Prospects and Outlook

The Company expects to encounter continued severe market competition and further increase in raw material prices. With higher cost of production, the Management has implemented various innovation plans and efforts have been stepped up to improve sales, product quality, productivity and cost efficiency. This will place the Company in a stronger and more competitive position to maintain its current level of profitability.

Note 16. Profit Forecast

The Company did not issue any profit forecasts or profit guarantee for the period under review.
Note 17. Taxation

	
	Current

Quarter Ended 

30/06/06

(RM'000)


	Preceding

Quarter

Ended  

30/06/05

(RM'000)
	Cumulative Quarter

Ended

30/06/06

(RM'000)
	Preceding

Year 

Ended 

31/03/06

(RM'000)

	Tax charge:
	
	
	
	

	- Current financial period
	(4,294)
	(1,444)
	(4,294)
	(10,300)

	- Over/(under) accrual in prior financial period
	0
	0
	0
	0

	Deferred Tax
	1,257
	    985
	1,257
	(3,628)

	
	(3,037)
	(459)
	(3,037)
	(13,928)


The effective tax rate for the current quarter ended 30 June 2006 presented above approximates the statutory income tax rate. 

Note 18. Profit on Sales of Unquoted Investments and/or Properties

There were no sales of unquoted investment or properties for the current quarter under review.

Note 19. Purchase/Disposal of Quoted Securities

There were no purchases or disposal of quoted securities for the current quarter under review. 

Note 20. Corporate Proposals

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

Note 21. Borrowings and Debt Securities

As at the end of the current quarter under review, the Company has neither long term nor short-term borrowings.

Note 22. Off Balance Sheet Financial Instruments

Foreign Currency Contracts

Foreign exchange forward contracts are entered into by the Company in currencies other than Ringgit Malaysia to manage the exposure to fluctuations in foreign currency exchange rates on specific transactions. In general, the Company’s policy is to enter into foreign exchange forward contracts approximately 80% of such foreign currency receipts and payments anticipated for the following three months.


As at 16 August 2006, the settlement dates on open forward contracts ranged between one and three months. The foreign currency amounts to be received/paid and contractual exchange rates of the Company’s outstanding contracts are as follows:

Hedged items:


	Currency
	Foreign Currency

Contract Amount
	Equivalent Amount in RM’000
	Contractual Rates

	(Net future sales of goods over the next 3 months)

	USD
	2,000,000
	7,229
	1 USD = RM3.6143

	(Net payables)

	SGD
	146,792
	336
	1 SGD = RM2.2895

	(Net future purchases over the next 3 months)

	SGD
	400,000
	916
	1 SGD = RM2.2895

	EURO
	19,638
	90
	I EURO = RM4.586


As foreign currency contracts are entered into to hedge the Company’s sales and purchases in foreign currencies, the contract rates will be used to convert the foreign currency amounts to Ringgit Malaysia. This method of hedging mitigated the Company from currency risks such that the underlying liabilities and assets are preserved.


The settlement dates of the above open forward contracts ranged between 1 to 3 months.

Exchange gains and losses arising on contracts entered into as hedges of forecast transactions are deferred until the date of the transactions. All exchange gains and losses relating to hedged instruments are recognised in the income statement in the same period as the exchange differences on the underlying hedged items. 

Credit Risk

Credit Risk is the potential loss of revenue as a result of default in payments by its customers upon due date.

The Company controls its credit risk by exercising strict monitoring procedures on its collections from all its customers as they fall due. Credit evaluation is performed on all customers and strictly limiting the Company’s association to business partners with high credit worthiness. Trade receivables are monitored on an ongoing basis.

Note 23. Material Litigation

There were no material litigations pending on the date of this announcement.

Note 24. Dividends

(a) No interim dividends have been proposed or declared for the current quarter ended 30 June 2006.

(b) The Board of Directors had on 22 May 2006 proposed a final and a special tax-exempt dividends in respect of the financial year ended 31 March 2006 for the approval of shareholders at the forthcoming Annual General Meeting:
(i) The final tax-exempt dividend for the financial year ended 31 March 2006 amounted to 35 sen per ordinary share of RM1.00; and 
(ii) The special tax-exempt dividend for the financial year ended 31 March 2006 amounted to 65 sen per ordinary share of RM1.00.

(iii) The final and special tax-exempt dividends are payable on 20 September 2006.

(iv) Entitlement to the dividends:
A Depositor shall qualify for entitlement to the dividend only in respect of:

· Shares deposited into the Depositors’ Securities Account before 12.30 p.m. on      4 September 2006 in respect of securities exempt from mandatory deposit;

· Shares transferred to the Depositor’s Securities Account before 4.00 p.m. on        6 September 2006 in respect of transfers; and 

· Shares bought on the Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of the Bursa Malaysia Securities Berhad.

(v) The final and special dividends paid for the previous financial year ended           31 March 2005 amounted to 185 sen per ordinary share of RM 1.00 less 28% income tax.

Note 25. Earnings per share


Basic earnings/(loss) per share is calculated by dividing the net profit/(loss) attributable to the shareholders by weighted average number of ordinary shares in issue as at 30 June 2006 of 60,745,780 shares. 

(a)  Basic earnings/(loss) per share 

	
	Quarter Ended

30/06/06


	Year 

Ended 

31/03/06

(restated)

	Net profit/(loss) after taxation for the year (RM’000)
	8,689
	37,847

	Weighted average number of ordinary shares in issue (’000)
	60,746
	60,746

	Basic earnings/(loss) per share (sen)
	14
	62


(b) Summary of earnings per share

	
	Basic (sen)
	Diluted (sen)

	Quarter 1
	14
	-

	Year-to-date
	14
	-


Note 26. Commitments For Capital Expenditure

	
	As at 

30/06/06

(RM’000)


	As at 

31/03/06

(RM’000)

	Contracted
	1,158
	4,941

	Not contracted
	1,016
	473

	
	2,174
	5,414

	Analysed as follows:-

Property, plant and equipment
	2,174
	5,414


By Order of the Board

Chu Kum Yoon

Pang Chia Tyng

Soh Beng Kuan

Company Secretaries

23 August 2006
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