UMW HOLDINGS BERHAD

(COMPANY NO. 090278-P)

(INCORPORATED IN MALAYSIA)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE THIRD QUARTER ENDED 30TH SEPTEMBER 2006
(THE FIGURES HAVE NOT BEEN AUDITED)

CONDENSED CONSOLIDATED INCOME STATEMENT

	
	CURRENT QUARTER ENDED 30/09/2006 RM’000
	
	COMPARATIVE QUARTER ENDED

30/09/2005 RM’000
	
	9 MONTHS CUMULATIVE TO DATE

30/09/2006 RM’000
	
	COMPARATIVE

9 MONTHS CUMULATIVE TO DATE 30/09/2005

RM’000

	
	
	
	(RESTATED)
	
	
	
	(RESTATED)

	Continuing Operations
	
	
	
	
	
	
	

	Revenue

Operating Expenses

Other Operating Income
	2,528,331
(2,371,494)

22,633
	
	2,804,769
(2,660,053)

25,143
	
	7,367,591
(6,979,499)

70,211
	
	7,123,965
(6,819,205)

61,883

	Profit From Operations

Finance Costs

Share Of Profits Of 

   Associated Companies

Investment Income
	 179,470
(14,285)

29,133
8,943
	
	169,859
(9,354)
28,640
13,250
	
	458,303
(29,228)
95,202
32,014
	
	366,643
(19,865)
61,400
30,587

	Profit Before Taxation

Taxation
	203,261
(36,066)
	
	202,395
(47,015)
	
	556,291
(122,179)
	
	438,765
(105,585)

	Profit For The Period
	167,195
	
	155,380
	
	434,112
	
	333,180

	Attributable To :
	
	
	
	
	
	
	

	Equity Holders Of The

   Parent

Minority Interests
	88,607
78,588
	
	81,609
73,771
	
	214,057
220,055
	
	175,275
157,905

	
	167,195
	
	155,380
	
	434,112
	
	333,180

	EPS Attributable To Equity

Holders Of The Parent :

	
	
	
	
	

	Basic EPS For The 
  Period (Sen)
	17.48
	
	16.13
	
	42.22
	
	34.65

	Diluted EPS For The 
  Period (Sen)
	17.36
	
	16.13
	
	41.94
	
	34.65


(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 30/09/2006

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
	699,181
1,555,430
83,434
22,421
77,746
22,764
	
	621,185
1,337,127

83,458

32,151

62,740

51,226

	
	2,460,976
	
	2,187,887


Current Assets

	Deposits, Cash And Bank Balances
Trade Receivables

Other Receivables

Inventories
	1,139,922
650,353
333,758
1,537,473
	
	1,717,300
560,583

252,444

991,541

	Non-Current Assets Held For Sale
	3,661,506
12,935
	
	3,521,868
12,935

	
	3,674,441
	
	3,534,803


	TOTAL ASSETS
	6,135,417
	
	5,722,690

	EQUITY AND LIABILITIES
Equity Attributable To Equity Holders Of The Parent
	
	
	

	Share Capital

Share Premium
Capital Reserve

Translation Reserve

ESOS Reserve

Retained Earnings
	507,774
149,849
5,793

30,393
26,422
1,731,221
	
	506,963

145,251

5,793

29,837

-
1,655,897

	Minority Interests
	2,451,452
975,827
	
	2,343,741
921,081

	TOTAL EQUITY
	3,427,279
	
	3,264,822


Non-Current Liabilities
	Long Term Liabilities
Provision For Liabilities

Deferred Tax Liabilities
	400,265
3,374
21,598
	
	370,906
7,244

35,918

	
	425,237
	
	414,068


Current Liabilities
	Bank Overdrafts

Short Term Borrowings

Trade Payables

Other Payables

Provision For Liabilities

Current Tax Payable

Dividend Payable
	9,131
508,879
994,888
616,156
44,377
45,569
63,901
	
	8,273

336,273

961,421

595,470

64,461

59,651

18,251

	
	2,282,901
	
	2,043,800


	TOTAL LIABILITIES
	2,708,138
	
	2,457,868


	TOTAL EQUITY AND LIABILITIES
	6,135,417
	
	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 30TH SEPTEMBER 2006
	I----------------------------------​ ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT -----------------------------------I

	< ------------------------- NON-DISTRIBUTABLE ------------------------ >

	
	SHARE

CAPITAL

RM’000
	
	SHARE

PREMIUM

RM’000
	
	CAPITAL

RESERVE

RM’000
	
	TRANSLATION

RESERVE

RM’000
	
	ESOS
RESERVE
RM’000
	
	RETAINED

EARNINGS

RM’000
	
	SUB-
TOTAL

RM’000
	
	MINORITY

INTERESTS
RM’000
	
	TOTAL

EQUITY

RM’000

	9 MONTHS PERIOD ENDED 
30TH SEPTEMBER 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

	Currency translation differences
	-
	
	-
	
	-
	
	556
	
	-
	
	-
	
	556
	
	383
	
	939

	Net income/(expense) recognised
   directly in equity

Profit for the period
	-

-
	
	-

-
	
	-

-
	
	556
-
	
	-

-
	
	-

214,057
	
	556
214,057
	
	383
220,055
	
	939
434,112

	Total recognised income and
   expense for the period
	-
	
	-
	
	-
	
	556
	
	-
	
	214,057
	
	214,613
	
	220,438
	
	435,051

	Increase in share capital of
   subsidiary
Acquisition of subsidiary
Reduction of Minority Interests in
   subsidiary

Exercise of share options 

Share-based payment under ESOS

Dividends distributed to equity
   holders
	-

-

-
811
-

-
	
	-

-

-
4,598
-

-
	
	-

-

-
-

-

-
	
	-

-

-
-

-

-
	
	-

-

-
-

26,422
-
	
	-

-

-
-

-

(138,733)
	
	-

-

-
5,409
26,422
(138,733)
	
	15,589
5,750

(20,053)
-

-

(166,978)
	
	15,589
5,750

(20,053)
5,409
26,422
(305,711)

	Balance as at 30th September 2006
	507,774
	
	149,849
	
	5,793
	
	30,393
	
	26,422
	
	1,731,221
	
	2,451,452
	
	975,827
	
	3,427,279

	9 MONTHS PERIOD ENDED
30TH SEPTEMBER 2005
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1st January 2005

Effects of adopting FRS

Currency translation differences
Profit for the period

Increase in share capital of
   subsidiary

Exercise of share options

Exercise of warrants

Dividends distributed to equity 
   holders
	499,058

-

-

-

-
598
7,307

-
	
	124,845

-

-

-

-
1,407
18,999

-
	
	5,793

-

-

-

-

-

-
-
	
	30,882

-

(349)  

-

-

-

-
-
	
	-
-

-

-
-

-

-
-
	
	1,470,331

-

-

175,275
-

-

-
(82,083)
	
	2,130,909

-

(349)

175,275
-

2,005
26,306
(82,083)
	
	720,016

2,078
-

157,905
19,494
-
-

(56,184)
	
	2,850,925

2,078
(349)

333,180
19,494
2,005
26,306

(138,267)

	Balance as at 30th September 2005
	506,963
	
	145,251
	
	5,793
	
	30,533
	
	-
	
	1,563,523
	
	2,252,063
	
	843,309
	
	3,095,372


(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 30TH SEPTEMBER 2006
	
	9 MONTHS

ENDED

30/09/2006

RM’000
	
	9 MONTHS

ENDED

30/09/2005
RM’000

(Restated)

	Cash Flow From Operating Activities

Net Profit Before Taxation

Adjustments For:

Non-Cash Items

Non-Operating Items
	556,291
83,529
(33,083)
	
	438,765
175,782
(30,688)

	Operating Profit Before Working Capital Changes

Changes In Working Capital:

Net Change In Current Assets

Net Change In Current Liabilities
	606,737
(743,470)

(131,612)
	
	583,859
(397,621)
295,484

	Net Cash (Used In)/Generated From Operating Activities
	(268,345)
	
	481,722

	Cash Flow From Investing Activities

Net Cash (Outflow)/Inflow Arising From Equity Investments

Dividend Received

Disposal/(Purchase) Of Fixed Assets

Interest Income
Other Investments
	(35,697)
20,624
(321,260)
31,629
31,356
	
	52,927

10,535
(353,290)
30,335
(9,410)

	Net Cash Used In Investing Activities
	(273,348)
	
	(268,903)

	Cash Flow From Financing Activities

Proceeds From Issue Of Shares

Dividends Paid

Bank Borrowings
	20,998
(260,062)
201,965
	
	46,186
(92,652)
336,677

	Net Cash (Used In)/Generated From Financing Activities
	(37,099)
	
	290,211

	Net (Decrease)/Increase In Cash And Cash Equivalents

Cash And Cash Equivalents As At 1st January

Effects Of Exchange Rate Changes
	(578,792)
1,709,027
556
	
	503,030
1,185,450
-

	Cash And Cash Equivalents As At 30th September
	1,130,791
	
	1,688,480


(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 Financial Reporting Standard (“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 FRSs where applicable to the Company, effective for the financial period beginning 1st January 2006:

	FRS 2
FRS 3
	Share-Based Payment

Business Combinations

	FRS 5
	Non-Current Assets held for Sale and Discontinued Operations

	FRS 101
	Presentation of Financial Statements

	FRS 102
	Inventories

	FRS 108
	Accounting Policies, Changes in Accounting 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 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 principal effects of the changes in accounting policies resulting from the adoption of the above FRSs were disclosed in the Interim Financial Statements for the quarters ended 31st March 2006 and 30th June 2006.

The adoption of FRSs 102, 108, 110, 116, 127, 128, 131, 132, 133 and 140 does not have significant financial impact on the Group.  Financial impacts on the Group arising from the adoption of the remaining FRSs stated above are as follows:
(a) FRS 2 : Share-Based Payment

The adoption of FRS 2 during the nine-month period ended 30th September 2006 resulted in an additional expense of RM26.4 million to the Group.

(b) FRS 3 : Business Combinations, FRS 136 : Impairment of Assets and FRS 138 : Intangible Assets
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 RM7,107,000 for the nine-month period ended 30th September 2006.
(c)
FRS 5 : Non-Current Assets Held for Sale and Discontinued Operations
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. 

(d)
FRS 101 : Presentation of Financial Statements 
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 presentation.
(e)
FRS 121 : The Effects of Changes in Foreign Exchange Rates
For the period ended 30th September 2006, there was no goodwill or fair value adjustments to assets and liabilities arising on acquisition of a foreign subsidiary. 
Where applicable, comparative amounts as at 31st December 2005 and for the nine months ended 30th September 2005 have been restated as a result of the adoption of new and revised FRSs stated above.
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 and 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
In compliance with FRS 116 : Property, Plant and Equipment, the residual value of certain assets under Property, Plant and Equipment was revised.  The revision was accounted for as a change in accounting estimates and has the effect of reducing the depreciation charge for the current interim period by approximately RM14.6 million.

There were no other changes in estimates that have a material effect on the results of 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 period ended 30th September 2006.  

During the quarter ended 30th September 2006, 28,208,600 option shares at an option price of RM6.66 per share and 2,578,100 option shares at an option price of RM6.65 per share, of par value RM1.00 each,  were offered to and accepted by eligible employees of the Group.
The issued and paid-up capital of the Company was increased from RM506,990,166 to RM507,774,366 during the quarter ended 30th September 2006, as a result of the exercise and allotment of:

(a) 412,300 option shares of par value RM1.00 each at an option price of RM6.67 per share; and
(b) 371,900 option shares of par value RM1.00 each at an option price of RM6.66 per share. 
Total number of unexercised share options as at 30th September 2006 was 46,817,700.

At the date of this report, an additional 683,200 option shares were exercised and allotted subsequent to 30th September 2006.  After taking into account these new shares, the paid-up capital of the Company increased to RM508,457,566.                 .

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.
A final dividend of 20.5 sen per share less 28% income tax, amounting to a net dividend of RM74,831,757, for the financial year ended 31st December 2005, was paid on 28th July 2006.
Note 8 - Segmental Reporting 
	
	Nine Months Ended 
30th September 2006

	Business Segment 
	Segment Revenue

RM’000
	Segment Result

RM’000

	Automotive
	5,204,009
	262,987

	Equipment 
	767,552
	40,147

	Manufacturing & Engineering
	319,851
	8,311

	Oil & Gas
	1,098,403
	170,040

	Others 
	26,486
	(12,545)

	Sub-Total
	7,416,301
	468,940

	Unallocated Corporate Expenses
	-
	(10,637)

	Elimination of Inter-Segment Sales
	(48,710)
	-

	Consolidated Total 
	7,367,591
	458,303


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 1st October 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 nine months ended 30th September 2006 in respect of which this announcement is made.

Note 11 - Changes in Composition/Group 
(a) On 2nd August 2006, UMW Petropipe (L) Ltd. (“UMW Petropipe”), a wholly-owned subsidiary of UMW, acquired one (1) ordinary share of USD1.00, representing 100% of the total issued and paid-up share capital in UMW China Ventures (L) Ltd., a company incorporated in Wilayah Persekutuan Labuan, for a cash consideration of USD1.00. 
(b) On 4th August 2006, UMW Petropipe (L) Ltd. (“UMW Petropipe”) received the Certificate of Incorporation for the establishment of a joint venture company known as UMW Oilpipe Services (Turkmenistan) Ltd. (“UOS Turkmenistan”), in Wilayan Persekutuan Labuan with ACE Technologies (L) Ltd. of Labuan.  UMW Petropipe has a 51% equity interest in UOS Turkmenistan and its share of the initial paid-up capital is USD51.
(c) On 18th August 2006, UMW China Ventures (L) Ltd., a wholly-owned subsidiary of UMW, subscribed to 15,300 new ordinary shares of USD1.00 each, representing 30.6% of the equity interest in First Space Holdings Limited, a company incorporated in the British Virgin Islands, for a cash consideration of USD15,300.
(d) On 18th August 2006, UMW Petropipe (L) Ltd. entered into a Share Sale Agreement with ACE Technologies (L) Ltd. to acquire 1,438,558 ordinary shares of par value USD1.00 each, representing 9% of the total issued and paid-up capital in UMW ACE (L) Ltd. (“UMW ACE”), a 51%-owned subsidiary of UMW, for a total cash consideration of RMB72 million (equivalent to approximately RM33.16 million).  Upon completion of the acquisition, UMW ACE became a 60%-owned subsidiary of UMW.
(e) On 21st September 2006, UMW Petropipe (L) Ltd. (“UMW Petropipe”) entered into a Share Sale and Subscription Agreement with Mr Manoj Saraf (“MS”) for the acquisition of 30,000 ordinary shares of par value INR10 each, representing 30% of the issued and paid-up capital of a new company (“Newco”) to be incorporated in India, for a total cash consideration of INR28,050,000 (equivalent to approximately RM2.24 million).  Newco will take over the business of Multicoat Systems, a partnership registered in India owned by MS.

Subsequent to the acquisition, UMW Petropipe will subscribe for an additional 22.5% of the equity interest in Newco for a cash consideration of INR31,500,000 (equivalent to approximately RM2.52 million).  Upon completion of the above transactions, Newco will become a 52.5%-owned subsidiary of UMW.
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
	44,774
	
	

	  Equipment, plant and machinery
	24,317
	
	

	  Others
	1,906
	
	70,997

	
	
	
	

	Approved but not contracted for:
	
	
	

	  Land and buildings
	64,496
	
	

	  Equipment, plant and machinery
	162,555
	
	

	  Others
	3,033
	
	230,084

	Total
	
	
	301,081


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
	11,356

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

Group
	Associated Company
	Sale of Shock Absorbers
	58,114

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

Group
	Associated Company
	Sale of Goods   and Services 

Purchase of Goods and Services
	607,573
896,895


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


	2,271

	5.
	UMW Auto Parts Sdn. Bhd.
	UMW Pennzoil

Distributors

Sdn. Bhd.
	Associated Company
	Purchase of

Lubricants
	654

	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 
	576,229

2,925,056


	No.
	UMW & Its Subsidiaries
	Transacting

Parties
	Relationship
	Nature of

Transaction
	RM’000

	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


	19,631
2,927
107
39,996


	8.
	UMW Toyota Motor Sdn. Bhd. 
	UMW Toyotsu Motors Sdn. Bhd.
	Associated Company
	Sale of Goods   
	32,339


Note 15 - Review of Performance
Group revenue of RM2,528.3 million for the third quarter ended 30th September 2006 was lower than the RM2,804.8 million registered in the preceding year’s corresponding quarter by 9.9% or RM276.5 million as a result of the lower sales volume of Toyota vehicles.

However, Group profit before taxation of RM203.3 million was marginally higher than the RM202.4 million achieved in the preceding year’s corresponding quarter.  Higher profit contributions from the Oil & Gas and Equipment business segments were able to offset the reduced profit from other business segments.
Group revenue of RM7,367.6 million for the nine months ended 30th September 2006 was higher than the RM7,124.0 million registered in the same period of 2005 by RM243.6 million or 3.4%.  As a result of the improved revenue, Group profit before taxation of RM556.3 million was RM117.5 million or 26.8% higher than the RM438.8 million registered in the same period of 2005. 
Continued strong demand for industrial and heavy equipment and higher sales of oil and gas tubular goods manufactured by our overseas subsidiary accounted for the improved revenue and profit before taxation.  In addition, higher profit contributions from associated companies resulted in the higher profit before taxation.

Total Toyota and Perodua vehicle sales of 183,314 units for the nine months ended 30th September 2006 was 8.8% higher than the 168,563 units registered in the same period of 2005.  The nine months’ sales volume represented 47.9% of the total industry vehicle sales volume of 382,403 units, as reported by the Malaysian Automotive Association (“MAA”). 
Note 16 - Comparison with Preceding Quarter’s Results
The Group recorded a marginally higher revenue of RM2,528.3 million for the third quarter ended 30th September 2006 compared to the second quarter revenue of RM2,492.6 million, an increase of RM35.7 million.  Similarly, Group profit before taxation of RM203.3 million for the third quarter ended 30th September 2006 was 5.9% higher than the RM192.0 million registered in the preceding quarter ended 30th June 2006.   Generally, improved revenue and margins contributed to the higher Group profit before taxation. 
Note 17 - Current Prospects
MAA expects total industry volume (“TIV”) for 2006 to be below last year’s TIV of 551,042 units.  However, Toyota sales are expected to improve in the last quarter of the year with the introduction of new and upgraded models.  Demand for oil and gas products and services is expected to remain strong in the last quarter of the year resulting from active development and exploration and drilling activities globally. 
Barring unforeseen circumstances, the Board expects the Group’s performance for this year to be satisfactory and within expectations.

Note 18 - Variance from Profit Forecast and Profit Guarantee 
This is not applicable to the Group.
Note 19 - Taxation 

	
	Current Quarter
 RM’000
	Nine Months Ended

30th September 2006

 RM’000

	Current year’s provision 
	38,298
	127,025

	Add/(Less) : Under/(Over) provision in prior years
	(236)
	(256)

	
	38,062
	126,769

	Deferred taxation
	(1,996)
	(4,590)

	Total
	36,066
	122,179



The effective tax rates for the current quarter and nine months ended 30th September 2006 were 20.8% and 26.6%, respectively.  The effective tax rates were lower than the statutory tax rate primarily due to:

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

The Group recorded a profit of RM3.01 million from the sale of an unquoted investment. There was no profit or loss registered from the sale of properties for the period ended 30th September 2006.
Note 21 - Purchase or Disposal of Quoted Securities 
(a) Total purchase consideration and sales proceeds of quoted investment were as follows:

	
	Current 

Quarter

RM’000
	Nine Months Ended

30th September 2006

RM’000

	Total purchases 
	1,566
	2,170

	Total sales proceeds
	29,186
	29,186

	Total loss arising from sales
	(605)
	(605)


(b) As at 30th September 2006, investments which were quoted within Malaysia held as long term investments were as follows:

	
	RM’000

	At cost
	17,170

	Provision for diminution in value
	-

	At net book value
	17,170

	Market value as at 30th September 2006
	17,454


Note 22 - Corporate Proposals
On 31st October 2006, the Company announced that it had taken further steps to re-organise its shareholding in Wuxi Seamless Oil Pipe Co., Ltd. (“WSP”), a 51%-owned subsidiary of UMW ACE (L) Ltd., which is in turn 51% owned by UMW, in preparation for an eventual possible listing of a new holding company of WSP on a stock exchange to be determined in due course. The formation of the new holding company of WSP is still pending as at the date of this report.
Save for the above-stated corporate proposal, there were no other corporate proposals announced but not completed as at the date of this report.

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

	(a)
Short term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Short term loans and trade facilities
	
	62,636
	
	
	
	USD4,809
SGD1,000

	

Finance lease payable 
	
	30
	
	
	
	

	

Portion of long term loans payable 

within 12 months
	
	15,779
	
	78,445
	
	     USD1,333 


	
-
Secured
	
	
	
	
	
	

	

Short term loans
	
	430,434
	
	
	
	RMB903,460
THB77,617

	

Portion of long term loans payable 

within 12 months
	
	-
	
	430,434
	
	      

	
	
	
	
	508,879
	
	USD6,142
SGD1,000
RMB903,460
    THB77,617


	
	
	RM’000
	
	RM’000
	
	’000

	(b)
Long term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Long term loans
	
	
	
	416,009
	
	USD101,431

	

Finance lease payable 
	
	
	
	35
	
	

	

Portion of long term loans payable

within 12 months 
	
	
	
	(15,779)

	
	(USD1,333)

	
	
	
	
	400,265
	
	USD100,098


Note 24 - Financial Instruments
Foreign Currency Contracts 

As at 13th November 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¥
	1,461,571
	46,339
	17/11/2006 - 30/05/2007

	Euro
	2,357
	10,986
	30/11/2006 - 30/03/2007

	Swedish Krone
	7,698
	3,871
	24/11/2006 - 28/02/2007

	Sterling Pound
	148
	1,020
	30/11/2006

	USD
	55,141
	200,971
	20/11/2006 - 30/03/2007


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 30th September 2006.
Note 27 - Earnings Per Share 

Basic earnings per share for the current quarter and nine-month period ended 30th September 2006 are calculated by dividing the net profit attributable to shareholders of RM88,607,000 and RM214,057,000, respectively, by the weighted average number of ordinary shares in issue as at 30th September 2006 of 507,040,504 shares.
Diluted earnings per share for the current quarter and nine-month period ended 30th September 2006 are calculated by dividing the adjusted net profit attributable to shareholders of RM88,607,000 and RM214,057,000, respectively, by the adjusted weighted average number of ordinary shares in issue and issuable of  510,351,758 shares.

	
	No. of Shares of RM1.00 Each

	Weighted average number of shares as at 30/09/2006

Add: Dilutive ESOS
	507,040,504
3,310,756

	Adjusted weighted average number of shares
	510,351,260


By Order Of The Board

SUSEELA MENON

Secretary

(MAICSA 7028386)

Shah Alam

16th November 2006
3

