Panasonic Manufacturing Malaysia Berhad (6100-K)
(Incorporated in Malaysia)
Notes to the Interim Financial Statements for the First Quarter ended                            30 June 2007

Note 1: Accounting Policies and Basis of Preparation

The interim financial statements are unaudited and have 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 2007. 

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 2007 except for the change in accounting policy arising from the adoption of the following new or revised Financial Reporting Standards (“FRSs”):

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of FRS 124 will not have a significant financial impact on the Company.   The principal effect of the change in accounting policy resulting from the adoption of the FRS 117 with effect from 1st April 2007 is explained below:-

FRS 117:
Leases

Prior to 1st April 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation.  The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings.  Whilst previously classified as part of property, plant and equipment, leasehold land held for own use is now classified as an operating lease and the up-front payment represents prepaid lease payments and is amortized on a straight-line basis over the lease term.

The Company has applied the change in accounting policy in respect of leasehold land held for own use in accordance with the transitional provisions of FRS 117.  As at 1 April 2007, the unamortized amount of leasehold land is retained as the carrying amount of prepaid lease payments as allowed by transitional provisions.  The reclassification of leasehold land as prepaid lease payments has also been accounted for retrospectively.

Leasehold buildings held for own use remain classified in property, plant and equipment as they are finance leases, where substantially all the risks and rewards incidental to their ownership is transferred to the Company.  The leasehold buildings continue to be depreciated on a straight line basis, in accordance with the requirements of FRS 116 Property, Plant and Equipment.

Comparatives

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

	
	Restated for 

the Financial Year ended 31/03/2007

(RM’000)


	For the Financial 

Year Ended 31/03/2007

(RM’000)

	Property, plant and equipment
	44,092
	50,873

	Prepaid lease payments
	6,781
	-


Note 2.  Disclosure of Audit Report Qualification

The audit report of the Company’s annual financial statements for the financial year ended 31 March 2007 was 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.  Unusual Item

There were no other unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period under review.

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 2007.

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 was 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 2007 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 2007 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 2007.

Note 12.  Cash and Cash Equivalents

	
	As at

30/6/2007

(RM'000)


	As at      30/6/2006

(RM’000)

	Cash and bank balances 
	361
	605

	Deposits with a licensed bank 
	578
	628

	Placement of funds with a related company

    
	473,477
	523,910

	Total cash and cash equivalents
	474,416
	525,143


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 RM140.97 million for the first quarter ended 30 June 2007 was higher by 0.8% or RM1.12 million compared with the revenue of RM139.85 million registered in the previous year’s corresponding quarter.  

The combined profit before tax of RM13.68 million for the current quarter ended 30 June 2007 was RM1.95 million higher than the combined profit before taxation of RM11.73 million registered in the previous year’s corresponding quarter.

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

The Company’s revenue of RM140.97 million in the current quarter increased by RM24.55 million or 21.1% as compared to RM116.42 million recorded in the preceding quarter driven by improved sales in the both the domestic and export sector.  

However, the combined profit before tax of the Company for the current quarter ended 30 June 2007 of RM13.68 million was RM0.91 million lower than the combined profit before taxation of RM14.59 million registered in the preceding quarter.  The preceding quarter’s results included a higher share of results of associated company of RM2.69 million as compared to the current quarter’s share of results of associated company of RM 0.61 million.

Note 15. Prospects and Outlook

The current business environment remains highly competitive amidst volatile conditions such as raw material price hike and price erosion is expected to continue throughout the year.  However, the Company will focus on consistent efforts to improve its sales and operational efficiency in order 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 

30/06/07

(RM'000)


	Preceding

Quarter

Ended  

30/06/06

(RM'000)
	Current

Year Ended

30/06/07

(RM'000)
	Preceding

Year 

Ended 

30/06/06

(RM'000)

	Taxation charge: 
	
	
	
	

	- current financial year
	(2,110)
	(4,294)
	(2,110)
	(4,294)

	- over provision in the previous financial year
	-
	-
	-
	-

	
	
	
	
	

	Deferred Tax:
	
	
	
	

	- current financial year
	(1,271)
	1,257
	(1,271)
	1,257

	- under provision in the previous financial year
	-
	-
	-
	-

	
	(3,381)
	(3,037)
	(3,381)
	(3,037)


The effective tax rate for the quarter ended 30 June 2007 presented above was lower than statutory income tax rate, mainly due to availability of tax incentives.

Note 18. Sale of Unquoted Investments and/or Properties

The Company has on 10 January 2007 entered into a Sale and Purchase Agreement with Bayplex Realty Sdn Bhd of Nos. 26 & 28 Jalan Pasar Baru 1, of Jalan Meru, 41050 Klang, Selangor Darul Ehsan for the purpose of disposing the following property for a total consideration of RM21,500,000 (Ringgit Malaysia: Twenty One Million and Five Hundred Thousand) only, subject to all the terms and conditions as stipulated in the said SPA:

	Property
	Address
	 Price (RM)

	
	
	

	Leasehold land measuring approximately 6.3086 hectares (15.5889 acres) together with the buildings erected upon the same bearing the title particulars H.S.(D) 14685 P.T. No. 11441, Mukim of Kajang, Daerah Ulu Langat, Negeri Selangor 
	No. 7 Jalan P/2A 

Bangi Industrial Estate

Bangi,  Selangor
	21,500,000.00

============


The transaction is expected to complete by this financial year.  The estimated net gain arising from the disposal will be recognized in the income statement upon completion of the sale.

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 of approximately 80% of such foreign currency receipts and payments anticipated for the following three months.


As at 15 August 2007, 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
	4,500,000
	15,332
	1 USD = RM3.407

	(Net future purchases over the next 3 months)

	SGD
	400,000
	906
	1 SGD = RM2.265

	Euro
	40,000
	184
	1 Euro = RM4.605

	JPY
	67,000,000
	1,943
	100 JPY = RM2.900


Foreign currency contracts are entered into to hedge the Company’s sales and purchases in foreign currencies, hence mitigating the Company from risk of currency fluctuation.


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. 

Note 23. Material Litigation

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

Note 24. Dividends 

(a) No interim dividends have been declared or recommended for the current quarter ended 30 June 2007 and previous year’s corresponding quarter ended 30 June 2006.
(b) In respect of the financial year ended 31 March 2007, a final and a special dividend was recommended by the Directors on 21 May 2007 for approval of shareholders at the forthcoming Annual General Meeting:

(i) A final tax-exempt dividend of 35 sen per ordinary share of RM1.00 payable on 20 September 2007; and

(ii) A special tax-exempt dividend of 65 sen per ordinary share of RM1.00 payable on 20 September 2007.

(iii) 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 12.30p.m. on 4 September 2007 in respect of securities exempt from mandatory deposit;

· Shares transferred to the Depositor’s Securities Account before 4.00p.m. on 6 September 2007 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.

Note 25. Earnings per share

Basic earnings per share is calculated by dividing the net profit attributable to the shareholders by weighted average number of ordinary shares in issue as at 30 June 2007 of 60,745,780 shares. 

(a)  Basic earnings per share 

	
	Year To Date Ended

30/06/07


	Year To Date

Ended 

30/06/06

	Net profit after taxation for the year (RM’000)
	10,300
	8,689

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

	Basic earnings per share (sen)
	17
	14


(b) Summary of earnings per share

	
	Basic (sen)


	Diluted (sen)

	Quarter 1
	17
	-

	Year-to-date
	17
	-


Note 26. Commitments For Capital Expenditure

	
	As at 

30/06/07

(RM’000)


	As at 

30/06/06

(RM’000)

	Contracted
	6,793
	1,158

	Not contracted
	238
	1,016

	
	7,031
	2,174

	Analysed as follows:

Property, plant and equipment
	7,031
	2,174


By Order of the Board

Chu Kum Yoon

Pang Chia Tyng

Soh Beng Kuan

Company Secretaries

22 August 2007
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