UMW HOLDINGS BERHAD

(COMPANY NO. 090278-P)

(INCORPORATED IN MALAYSIA)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 31ST MARCH 2006

(THE FIGURES HAVE NOT BEEN AUDITED)

CONDENSED CONSOLIDATED INCOME STATEMENT

	
	CURRENT QUARTER ENDED 31/03/2006 RM’000
	
	COMPARATIVE QUARTER ENDED

31/03/2005 RM’000
	
	3 MONTHS CUMULATIVE TO DATE

31/03/2006 RM’000
	
	COMPARATIVE

3 MONTHS CUMULATIVE TO DATE 31/03/2005

RM’000

	
	
	
	(RESTATED)
	
	
	
	(RESTATED)

	Continuing Operations
	
	
	
	
	
	
	

	Revenue

Operating Expenses

Other Operating Income
	2,346,646
(2,242,357)

25,378
	
	1,916,148
(1,858,566)

17,350
	
	2,346,646
(2,242,357)

25,378
	
	1,916,148
(1,858,566)

17,350

	Profit From Operations

Finance Costs

Share Of Profits Of 

   Associated Companies

Investment Income
	 129,667
(8,148)

29,027
10,462
	
	74,932
(4,709)
16,910
8,031
	
	129,667
(8,148)

29,027
10,462
	
	74,932
(4,709)

16,910
8,031

	Profit Before Taxation

Taxation
	161,008
(32,677)
	
	95,164
(23,416)
	
	161,008
(32,677)
	
	95,164
(23,416)

	Profit For The Period
	128,331
	
	71,748
	
	128,331
	
	71,748

	Attributable To :
	
	
	
	
	
	
	

	Equity Holders Of The

   Parent

Minority Interests
	63,061
65,270
	
	39,955
31,793
	
	63,061

65,270
	
	39,955
31,793

	
	128,331
	
	71,748
	
	128,331
	
	71,748

	EPS Attributable To Equity

Holders Of The Parent :

	
	
	
	
	

	Basic EPS For The 
  Period (Sen)
	12.44
	
	7.92
	
	12.44
	
	7.92

	Diluted EPS For The 
  Period (Sen)
	12.44
	
	7.92
	
	12.44
	
	7.92


(The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31st December 2005)

CONDENSED CONSOLIDATED BALANCE SHEET

	ASSETS

Non-Current Assets
	(UNAUDITED)

AS AT 31/03/2006

RM’000
	
	(AUDITED)

AS AT 31/12/2005

RM’000

(RESTATED)


	Investment In Associates

Property, Plant And Equipment

Investment Properties

Deferred Tax Assets

Intangible Assets

Other Financial Assets
	651,586
1,375,595

83,446

31,658

62,271

50,341
	
	621,185
1,337,127

83,458

32,151

62,740

51,226

	
	2,254,897
	
	2,187,887


Current Assets

	Deposits, Cash And Bank Balances
Trade Receivables

Other Receivables

Inventories
	1,749,369
520,814

325,890

1,147,554
	
	1,717,300
560,583

252,444

991,541

	Non-Current Assets Held For Sale
	3,743,627
12,935
	
	3,521,868
12,935

	
	3,756,562
	
	3,534,803


	TOTAL ASSETS
	6,011,459
	
	5,722,690

	EQUITY AND LIABILITIES
Equity Attributable To Equity Holders Of The Parent
	
	
	

	Share Capital

Share Premium
Capital Reserve

Translation Reserve

Retained Earnings
	506,963

145,251

5,793

30,140

1,718,958
	
	506,963

145,251

5,793

29,837

1,655,897

	Minority Interests
	2,407,105
995,849
	
	2,343,741
921,081

	TOTAL EQUITY
	3,402,954
	
	3,264,822


Non-Current Liabilities
	Long Term Liabilities
Provision For Liabilities

Deferred Tax Liabilities
	412,134
8,709

34,398
	
	370,906
7,244

35,918

	
	455,241
	
	414,068


Current Liabilities
	Bank Overdrafts

Short Term Borrowings

Trade Payables

Other Payables

Provision For Liabilities

Current Tax Payable

Dividend Payable
	8,438

458,706

1,036,974

536,176

69,234

43,736

-
	
	8,273

336,273

961,421

595,470

64,461

59,651

18,251

	
	2,153,264
	
	2,043,800

	TOTAL LIABILITIES
	2,608,505
	
	2,457,868


	TOTAL EQUITY AND LIABILITIES
	6,011,459
	
	5,722,690


(The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31st December 2005)

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDED 31ST MARCH 2006
	---------------------------- ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT----------------------

	(---------------NON-DISTRIBUTABLE---------------(

	
	SHARE

CAPITAL

RM’000
	
	SHARE

PREMIUM

RM’000
	
	CAPITAL

RESERVE

RM’000
	
	TRANSLATION

RESERVE

RM’000
	
	RETAINED

EARNINGS

RM’000
	
	SUB-
TOTAL

RM’000
	
	MINORITY

INTERESTS
RM’000
	
	TOTAL

EQUITY

RM’000

	3 MONTHS PERIOD ENDED 31ST MARCH 2006

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1st January 2006

As previously stated

Effects of adopting FRS
	506,963

-
	
	145,251

-
	
	5,793
-
	
	29,837

-
	
	1,654,187

1,710
	
	2,342,031

1,710
	
	921,081

-
	
	3,263,112
1,710

	Balance as at 1st January 2006 (Restated)
	506,963
	
	145,251
	
	5,793
	
	29,837
	
	1,655,897
	
	2,343,741
	
	921,081
	
	3,264,822

	Translation of foreign subsidiaries representing gains/(losses) not recognised in income statement
	-
	
	-
	
	-
	
	303
	
	-
	
	303
	
	-
	
	303

	Net income/(expense) recognised directly in equity

Profit for the period
	-
-
	
	-
-
	
	-
-
	
	303
-
	
	-
63,061
	
	303
63,061
	
	-
65,270
	
	303
128,331

	Total recognised income/(expense) for

the period
	-
	
	-
	
	-
	
	303
	
	63,061
	
	63,364
	
	65,270
	
	128,634

	Increase in share capital of subsidiary

Dividends distributed to equity holders
	-
-
	
	-
-
	
	-
-
	
	-
-
	
	-
-
	
	-
-
	
	9,498

-
	
	9,498
-

	Balance as at 31st March 2006
	506,963
	
	145,251
	
	5,793
	
	30,140
	
	1,718,958
	
	2,407,105
	
	995,849
	
	3,402,954

	3 MONTHS PERIOD ENDED 31ST MARCH 2005

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1st January 2005
Effects of adopting FRS

Translation of foreign subsidiaries representing gains/(losses) not recognised in income statement

Profit for the period

Increase in share capital of subsidiary

Exercise of share options

Exercise of warrants

Dividends distributed to equity holders
	499,058
-

-
-

-

42

7,307

-
	
	124,845
-

-
-

-

104

18,999

-
	
	5,793
-

-
-

-

-

-

-
	
	30,882
-

(106)
-

-

-

-

-
	
	1,470,331
-

-
39,955

-

-

-

-
	
	2,130,909
-

(106)
39,955

-

146

26,306

-
	
	720,016
930

-
31,793

3,588

-

-

(980)
	
	2,850,925
930

(106)
71,748

3,588

146

26,306

(980)

	Balance as at 31st March 2005
	506,407
	
	143,948
	
	5,793
	
	30,776
	
	1,510,286
	
	2,197,210
	
	755,347
	
	2,952,557


(The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31st December 2005)
CONDENSED CONSOLIDATED CASH FLOW STATEMENT FOR THE PERIOD ENDED 31ST MARCH 2006

	
	3 MONTHS

ENDED

31/03/2006

RM’000
	
	3 MONTHS

ENDED

31/03/2005
RM’000

	Cash Flow From Operating Activities

Net Profit Before Taxation

Adjustments For:

Non-Cash Items

Non-Operating Items
	161,008
69,140
(10,461)
	
	100,360
20,794
(8,074)

	Operating Profit Before Working Capital Changes

Changes In Working Capital:

Net Change In Current Assets

Net Change In Current Liabilities
	219,687
(239,685)

(41,361)
	
	113,080
41,285
(74,338)

	Net Cash (Used In)/Generated From Operating Activities
	(61,359)
	
	80,027

	Cash Flow From Investing Activities

Net Cash Inflow Arising From Equity Investments

Disposal/(Purchase) Of Fixed Assets

Interest Income
	2,431
(74,840)
10,461
	
	50,644
(66,260)
8,031

	Net Cash Used In Investing Activities
	(61,948)
	
	(7,585)

	Cash Flow From Financing Activities

Proceeds From Issue Of Shares

Dividends Paid

Bank Borrowings
	9,498
(18,251)
163,661
	
	28,580
(980)

77,943

	Net Cash Generated From Financing Activities
	154,908
	
	105,543

	Net Increase In Cash And Cash Equivalents

Cash And Cash Equivalents As At 1st January

Effects Of Exchange Rate Changes
	31,601
1,709,027
303
	
	177,985
1,185,450
-

	Cash And Cash Equivalents As At 31st March
	1,740,931
	
	1,363,435


(The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31st December 2005)

Note 1 - Accounting Policies

The interim financial statements have been prepared in accordance with FRS 134 : Interim Financial Reporting and Chapter 9, Part K of the Listing Requirements of Bursa Malaysia Securities Berhad. The significant accounting policies and methods of computation in the interim financial statements are consistent with those in the annual financial statements for the year ended 31st December 2005 except for the adoption of the following new or revised Financial Reporting Standards (“FRSs”) where applicable to the Company, effective for the financial period beginning 1st January 2006:

	FRS 3
	Business Combinations

	FRS 5
	Non-current Assets held for Sales and Discontinued Operations

	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 Effect of Changes in Foreign Exchange Rates

	FRS 127
	Consolidated and Separate Financial Statements

	FRS 128
	Investments in Associates 

	FRS 131
	Interests in Joint Ventures

	FRS 132
	Financial Instruments : Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets

	FRS 138
	Intangible Assets

	FRS 140
	Investment Property


The adoption of FRSs 102, 108, 110, 116, 127, 128, 131, 132 and 133 does not have significant financial impact on the UMW Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new and revised FRSs are discussed below:-

(a) FRS 3 : Business Combinations, FRS 136 : Impairment of Assets and FRS 138 : Intangible Assets

The adoption of these new or revised FRSs has resulted in the Group having to cease amortisation of goodwill arising from consolidation.  Goodwill arising from consolidation is now carried at cost less accumulated impairment losses and is tested for impairment annually, or more frequently, if events or changes in circumstances indicate that it might be impaired.  Any impairment loss is recognised in the income statement and subsequent reversal is not allowed.  Prior to 1st January 2006, goodwill arising from consolidation was amortised on a straight-line basis over a period of ten years.  This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1st January 2006.  

The carrying amount of goodwill arising on consolidation as at 1st January 2006 of RM60,018,000 ceased to be amortised.  This has the effect of increasing the Group’s profit before taxation by RM2,369,000 in the current financial period ended 31st March 2006.

Under FRS 3, any excess of the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “reserve arising on consolidation”), after reassessment, is now recognised immediately in the income statement.  Prior to 1st January 2006, reserve arising on consolidation was retained in the consolidated balance sheet and was not amortised.  
In accordance with the transitional provisions of FRS 3, the reserve arising on consolidation as at 1st January 2006 of RM1,710,000 was derecognised with a corresponding increase in retained earnings.

In addition, the useful lives of other intangible assets are now assessed at the individual asset level as having either a finite or indefinite life.  Prior to 1st January 2006, intangible assets were considered to have a finite useful life and were stated at cost less accumulated amortisation and impairment losses.  Under the new FRS 138, certain intangible assets are regarded to have an indefinite useful life when, based on an analysis of all of the relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the Group. Intangible assets with indefinite useful lives are not amortised but instead, are tested for impairment annually.  
As at 1st January 2006, the Group has no intangible assets with indefinite useful life. Thus, intangible assets of the Group as at 1st January 2006 of RM2,722,000 with finite useful lives continue to be stated at cost less accumulated amortisation and impairment losses.

(b) FRS 5 : Non-current Assets Held for Sale and Discontinued Operations
During the period ended 31st March 2006, no component of the Group was discontinued.
An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than continuing use.  The assets and liabilities of a discontinued operation (a disposal group) that are classified as held for sale are measured in accordance with FRS 5.  Immediately before classification as held for sale, the carrying amounts of all the assets and liabilities in the disposal group are measured in accordance with applicable FRSs.  Then, on initial classification as held for sale, the disposal group is recognised at the lower of the carrying amount and fair value less costs to sell.

In accordance with FRS 5, property amounting to RM12.9 million as at 1st January 2006 was reclassified from Property, Plant and Equipment to Non-current Assets Held for Sale.  

(c) FRS 101 : Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of consolidated balance sheet, consolidated income statement as well as the consolidated statement of changes in equity.  Among other things, minority interests are now presented within total equity in the consolidated balance sheet and are presented as an allocation of the total profit or loss for the period in the consolidated income statement.  In addition, the Group’s share of profit/loss of associated companies is stated net of tax and minority interests in the consolidated income statement. 
FRS 101 also requires disclosure on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent, minority interests and potential shareholders.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentations.
(d) FRS 121 : The Effects of Changes in Foreign Exchange Rates 
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic environment in which the entity operates (the “functional currency”).  The consolidated financial statements are presented in Ringgit Malaysia, which is the Company’s functional and presentation currency.

Under the revised FRS 121, exchange differences arising on a monetary item that forms part of a reporting entity’s net investment in a foreign operation, where that monetary item is denominated in a currency other than the functional currency of either the reporting entity or the foreign operation, are to be recognised in the consolidated income statement. Prior to 1st January 2006, these translation differences were accounted for in the translation reserves within equity.
In addition, as of 1st January 2006, any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of assets and liabilities arising on the acquisition are now treated as assets and liabilities of the foreign operation and translated at the closing rate.  In accordance with the transitional provisions of FRS 121, this change is applied prospectively.  Goodwill acquired in business combinations prior to 1st January 2006 and fair value adjustments arising on those acquisitions are deemed to be assets and liabilities of the parent company and were translated using the exchange rate at the dates of acquisitions.

For the quarter ended 31st March 2006, there was no goodwill or fair value adjustments to assets and liabilities arising on acquisition of a foreign subsidiary. 

(e) FRS 140 : Investment Property

Investment property is land or buildings held by the Group or held under a finance lease, to earn rental income or for capital appreciation or both. Prior to 1st January 2006, investment property of RM83.5 million was classified as land held for property development and as part of property, plant and equipment.  Investment property is stated at cost less accumulated depreciation and accumulated impairment losses.   
Freehold land and long term leasehold land with an unexpired lease term of above 99 years are not depreciated. Depreciation of other investment property is provided for on a straight-line basis to write off the cost to its residual value over its estimated useful life at the following annual rates or periods:
	Leasehold land  

	
	Over a period of the lease



	Buildings
	
	Over a period of 50 years or period of the lease whichever is shorter


Upon the disposal of an item of investment property, the difference between the net disposal proceeds and the carrying amount is recognised in the income statement.  

When an indication of impairment exists, the carrying amount of the asset is written down immediately to its recoverable value. 

(f) Comparatives

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

RM’000
	Previously stated

RM’000

	At 31st December 2005
	
	

	Property, plant and equipment 
	1,337,127
	1,243,598

	Land held for property development 
	-
	81,085

	Leased assets 
	-
	108,837

	Investment property
	83,458
	-

	Non-current assets held for sale 
	12,935
	-

	Investment 
	-
	672,411

	Investment in associates
	621,185
	-

	Other financial assets 
	51,226
	-

	Intangible assets 
	62,740
	61,030

	Retained earnings
	1,655,897
	1,654,187

	
	
	

	3 months ended 31st March 2005
	
	

	Share of profits of associated companies 
	16,910
	22,106

	Profit before tax
	95,164
	100,360

	Taxation  
	23,416
	27,682

	Profit after tax
	71,748
	72,678

	Minority interests
	31,793
	32,723

	
	
	


Note 2 - Audit Qualification
The audit report in respect of the annual financial statements for the year ended 31st December 2005 was not qualified.

Note 3 - Seasonal or Cyclical Factors

The Group is principally engaged in:

(a) import, assembly and marketing of passenger and commercial vehicles and related   spares and manufacturing of original/replacement automotive parts;
(b) trading and manufacturing of a wide range of light and heavy equipment including related spares for use in the industrial, construction, agricultural sectors; and 
(c) manufacturing of oil pipes and providing various oil and gas services including drilling and pipe-coating. 

The Group’s products and services are generally dependent on the Malaysian and global economies, consumer demand and market sentiment. 

Note 4 - Exceptional Items
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows except as disclosed in Note 1 above.

Note 5 - Accounting Estimates
There were no changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.
Note 6 - Issuance or Repayment of Debt and Equity Securities

There were no issuances and repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the quarter ended 31st March 2006.  

The issued and paid-up capital of the Company remained unchanged at RM506,962,766 as at 31st March 2006 and at the date of this report.  
Note 7 - Dividends Paid
A special interim dividend of 5.0 sen per share less 28% income tax, amounting to a net dividend of RM18,250,667, for the financial year ended 31st December 2005, was paid on 23rd January 2006.
Note 8 - Segmental Reporting 
	
	Quarter Ended 31st March 2006

	Business Segment 
	Segment Revenue

RM’000
	Segment Result

RM’000

	Automotive
	1,687,931
	84,060

	Equipment 
	248,300
	15,914

	Manufacturing & Engineering
	106,048
	2,851

	Oil & Gas
	314,347
	37,117

	Others 
	10,959
	(8,722)

	Sub-Total
	2,367,585
	131,220

	Unallocated Corporate Expenses
	-
	(1,553)

	Elimination of Inter-Segment Sales
	(20,939)
	-

	Consolidated Total 
	2,346,646
	129,667


Note 9 - Valuation of Property, Plant and Equipment 

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31st December 2005.
Note 10 - Subsequent Material Events
There was no material event or transaction during the period from 31st March 2006 to the date of this announcement, in the opinion of the Directors which affects substantially the results of the operations of the Group for the quarter ended 31st March 2006 in respect of which this announcement is made.

Note 11 - Changes in Composition/Group 
On 23rd February 2006, UMW Corporation Sdn. Bhd., a wholly-owned subsidiary of the Company, entered into a sale and purchase agreement with P.T. Citra Tubindo, a company incorporated in the Republic of Indonesia, and Blackrock Corporation Sdn. Bhd. for the acquisition of 21.86% equity interest in its 51%-owned subsidiary, UMW Citra Maju Sdn. Bhd. (“UCM”) for a total cash consideration of RM9,181,200.  Upon completion of the acquisition, UMW’s equity interest in UCM increased from 51% to 72.86%.
Note 12 - Contingent Liabilities and Contingent Assets 
There were no material changes in contingent liabilities or contingent assets since 31st December 2005. 
Note 13 - Commitments
These are in respect of capital commitments :

	
	RM’000
	
	RM’000

	Approved and contracted for :
	
	
	

	  Land and buildings
	136,447
	
	

	  Equipment, plant and machinery
	78,792
	
	

	  Others
	34,147
	
	249,386

	
	
	
	

	Approved but not contracted for :
	
	
	

	  Land and buildings
	1,854
	
	

	  Equipment, plant and machinery
	186,873
	
	

	  Others
	3,585
	
	192,312

	Total
	
	
	441,698


Note 14 - Significant Related Party Transactions

	No.
	UMW & Its Subsidiaries
	Transacting

Parties
	Relationship
	Nature of

Transaction
	RM’000

	1.
	UMW Auto Parts Sdn. Bhd.
	Perodua

Group
	Associated Company
	Sale of Filters
	3,679

	2.
	KYB-UMW Malaysia Sdn. Bhd. (formerly known as Kayaba (Malaysia) Sdn. Bhd.)
	Perodua

Group
	Associated Company
	Sale of Shock Absorbers
	17,670

	3.
	UMW Toyota Motor Sdn. Bhd. and its subsidiaries 
	Perodua

Group
	Associated Company
	Sale of Goods   and Services 

Purchase of Goods and Services
	227,868

340,042



	4.
	UMW Industries (1985) Sdn.  Bhd. 
	Perodua 
Group 
	Associated Company
	Sale of Goods   and Services 


	265

	5.
	UMW Auto Parts Sdn. Bhd.
	UMW Pennzoil

Distributors

Sdn. Bhd.
	Associated Company
	Purchase of

Lubricants
	512

	6.
	UMW Toyota Motor Sdn. Bhd. and its subsidiaries
	Toyota Motor Corporation, Japan and its subsidiaries
	Corporate Shareholders of UMW Toyota Motor Sdn. Bhd.
	Sale of Goods   and Services 

Purchase of Goods and Services 
	163,888
1,039,325

	7.
	KYB-UMW Malaysia Sdn. Bhd. (formerly known as Kayaba (Malaysia) Sdn. Bhd.) and its subsidiary
	Kayaba Industry Co., Ltd., Japan and its subsidiaries

Toyota Tsusho (Malaysia) Sdn. Bhd.
	Corporate Shareholders of KYB-UMW Malaysia Sdn. Bhd.
Corporate Shareholder of KYB-UMW Malaysia Sdn. Bhd.


	Sale of Goods and Services

Purchase of assets

Sale of Goods and Services 

Purchase of Goods and Services


	4,445

703

107

13,202




Note 15 - Review of Performance 
Group revenue of RM2,346.6 million for the first quarter ended 31st March 2006 increased by 22.5% or RM430.5 million over the RM1,916.1 million registered in the preceding year’s corresponding quarter.  In line with the higher revenue, the Group recorded a higher profit before taxation of RM161.0 million compared to the RM95.2 million achieved in the preceding corresponding quarter, an increase of 69.1% or RM65.8 million.  
Higher revenue from the Automotive, Oil & Gas and Equipment segments contributed to the growth in Group revenue. Higher sales volume of Toyota and Perodua vehicles and strong demand for oil and gas tubular goods primarily resulted in the higher profit before taxation. 
Total Toyota and Perodua vehicle sales of 59,191 units was 48.2% of the total industry volume of 122,829 units for the first quarter of 2006, as reported by the Malaysian Automotive Association.
Note 16 - Comparison with Preceding Quarter’s Results
Group revenue of RM2,346.6 million for the first quarter ended 31st March 2006 was 15.6% lower than the 2005 fourth quarter revenue of RM2,781.7 million.  Similarly, Group profit before taxation of RM161.0 million for the first quarter ended 31st March 2006 was 26.2% lower than the RM218.1 million registered in the preceding quarter ended 31st December 2005.  The lower revenue and profit before tax for the quarter as compared to the preceding quarter was as expected, and was due to lower motor vehicle sales resulting from the uncertainties prior to the recently-announced National Automotive Policy. 
Note 17 - Current Prospects
The Board expects the performance of the Group to remain satisfactory despite the competitive local business environment, escalating cost of materials and fluctuations in foreign exchange rates. The ongoing measures of hedging imports, enhancing productivity, increasing localisation and multi-sourcing of components will ensure that the companies in the Group remain competitive.
Note 18 - Variance from Profit Forecast and Profit Guarantee 
This is not applicable to the Group.
Note 19 - Taxation 

	
	Period Ended

31st March 2006
 RM’000

	Current year’s provision 
	33,708

	Add/(Less) : Under/(Over) provision in prior years
	(4)

	
	33,704

	Deferred taxation
	(1,027)

	Total
	32,677


The effective tax rate for the current quarter is 24.8%.  The effective tax rate is lower than the statutory tax rate primarily due to:

(a) the utilisation of reinvestment allowances by some of the Malaysian subsidiaries; and
(b) lower corporate tax rates of some overseas subsidiaries.
Note 20 - Profit on Sales of Investment and/or Properties

The Group recorded a profit of RM2.97 million from the sale of an unquoted investment. There was no profit or loss registered from the sale of properties for the quarter ended 31st March 2006. 
Note 21 - Purchase or Disposal of Quoted Securities 
(a) There were no purchases or disposals of quoted securities for the quarter ended 31st March 2006. 

(b) As at 31st March 2006, investments  which were quoted within Malaysia held as long term investments were as follows:

	
	RM’000

	At cost
	44,791

	Provision for diminution in value
	-

	At net book value
	44,791

	Market value as at 31st March 2006
	46,147


Note 22 - Corporate Proposals
On 8th February 2006, the Company announced its proposal to establish a new Employee Share Option Scheme (“ESOS”) for the benefit of eligible executive directors and employees of the Company and its subsidiary companies following the expiry of the Company’s previous ESOS on 28th August 2005. 

As at the date of the announcement, all relevant approvals or requirements relating to the implementation of the ESOS have been complied with. The effective date of the ESOS is 18th April 2006.

Other than the above, there were no corporate proposals announced but not completed as at the date of this announcement.

Note 23 - Group Borrowings and Debt Securities
	
	
	RM’000
	
	RM’000
	
	’000

	(a)
Short term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Short term loans and trade facilities
	
	112,593
	
	
	
	USD2,469

	

Finance lease payable 
	
	27
	
	
	
	

	

Portion of long term loans payable 

within 12 months
	
	15,313
	
	127,933
	
	      USD1,667 

	
	
	
	
	
	
	

	
-
Secured
	
	
	
	
	
	

	

Short term loans
	
	330,773
	
	
	
	RMB696,748
THB47,100

	Portion of long term loans payable within 12 months
	
	-
	
	330,773
	
	

	
	
	
	
	458,706
	
	USD4,136
RMB696,748

     THB47,100

	
	
	
	
	
	
	

	(b)
Long term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Long term loans
	
	
	
	427,378
	
	USD102,515

	

Finance lease payable 
	
	
	
	69
	
	

	

Portion of long term loans payable

within 12 months 
	
	
	
	(15,313)

	
	(USD1,667)

	
	
	
	
	412,134
	
	USD100,848


Note 24 - Financial Instruments
Foreign Currency Contracts 

As at 15th May 2006, the Group had entered into the following outstanding foreign currency contracts to hedge its committed purchases in foreign currencies:

	Currency
	Contract 

Amounts

’000
	Equivalent 

Amount in 

RM’000
	Expiry Dates

	J¥
	1,067,410
	34,105
	19/05/2006 - 30/11/2006

	Euro
	995
	4,531
	30/06/2006 - 30/08/2006

	Swedish Krone
	1,840
	888
	26/05/2006 - 31/05/2006

	Sterling Pound
	172
	1,119
	31/05/2006 - 30/08/2006

	USD
	1,464
	5,299
	31/05/2006 - 31/01/2007


As foreign currency contracts are entered into to hedge the Group’s purchases in foreign currencies, the contracted rates are used to convert the foreign currency amounts into Ringgit Malaysia.

These contracts are short-term in nature and as such, we do not calculate the difference between the contracted rates and the spot rates and therefore do not take up the difference in the income statement for the current interim period.

Forward foreign exchange contracts are used to cover confirmed foreign currency payments or receipts of the Group.  The maturity period for each contract depends on the terms of payments or receipts agreed with our suppliers or customers.  This method of hedging mitigates the Group from currency risks such that the values of the underlying liabilities or assets are preserved.  Besides a small fee, there are no other cash requirements for these contracts.
Note 25 - Material Litigation
There was no material litigation pending on the date of this announcement.

Note 26 - Dividend
No interim dividend has been recommended for the quarter ended 31st March 2006. 

Note 27 - Earnings Per Share 

Basic earnings per share is calculated by dividing the net profit attributable to shareholders of RM63,061,000 by the weighted average number of ordinary shares in issue as at 31st March 2006 of 506,962,766 shares.

The Company had no potential ordinary shares as at 31st March 2006. Therefore, the diluted earnings per share were not computed. 
By Order Of The Board

SUSEELA MENON

Secretary

(MAICSA 7028386)

Shah Alam

18th May 2006
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