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       HEITECH PADU BERHAD
                    

Company No:  310628-D



UNAUDITED RESULTS FOR

THE FINANCIAL QUARTER SEPTEMBER 30, 2006

Notes To The Accounts

1. BASIS OF PREPARATION

The interim financial statements have been prepared under the historical cost convention. The    interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005.

2.   CHANGES IN ACCOUNTING POLICIES

      The significant accounting policies adopted are consistent with those of the audited financial

       statements for the year ended 31 December 2005 except for the adoption of the following                 new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 2 
Share-based Payment

FRS 3 
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 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

2. CHANGES IN ACCOUNTING POLICIES (CONTD.)
The adoption of FRS 5,102, 108, 110, 116, 121, 128, 131, 132,133,136,138 and 140 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRS’s are discussed below:

(a) FRS 2: Share-based Payment

This FRS requires an entity to recognise share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other

assets, or equity instruments of the entity. 

The Company operates an equity-settled, share-based compensation plan for the employees of the Group, the HeiTech Padu Employee Share Option Scheme ("ESOS"). Prior to 1 January 2006, no compensation expense was recognised in profit or loss for share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognised in profit or loss 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 vesting date. The fair value of the share option is computed using a binomial model. At every balance sheet date, the Group revises its estimates of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in profit or loss and a corresponding adjustment to equity over the remaining vesting period.

Under the transitional provisions of FRS 2, this FRS must be applied to share options that were

granted after 31 December 2004 and had not yet vested on 1 January 2006. There is no adjustment to be made on the Company ESOS granted before 1 January 2006 as the ESOS were vested immediately on the grant date.
In 2nd March 2006, the Company has granted 1,534,400 number of share option under this scheme and the financial impact to the Group is as follows:

	
	
	 Quarter 

ended

30/9/2006

	Decrease in the profit for the period
	
	RM’000

552


2. CHANGES IN ACCOUNTING POLICIES (CONTD.)
(b) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The adoption of these new FRS’s has resulted in the Goodwill is carried at cost less accumulated impairment losses and is now 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 profit or loss and subsequent reversal is not allowed. 

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable

assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as

“negative goodwill”), after reassessment, is now recognised immediately in profit or loss. Prior to 1 January 2006, negative goodwill was amortised over the weighted average useful life of the non monetary assets acquired, except to the extent it related to identified expected future losses as at the date of acquisition. In such cases, it was recognised in profit or loss as those expected losses were incurred. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM227,000 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 1 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, some of the intangible assets are regarded as not yet available for use are not amortised but instead, are tested for impairment annually. Accordingly, software development expenditure incurred are considered as intangible assets not yet available for use. The carrying value of the software development expenditure will be assessed for impairment losses at the end of the financial year.  

Other intangible assets of the Group with finite useful lives continue to be stated at cost less accumulated amortisation and impairment losses.

     (c) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. 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 and to minority interest.

2. CHANGES IN ACCOUNTING POLICIES (CONTD.)
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 with the current period’s

presentation.

3. STATUS ON QUALIFIED FINANCIAL STATEMENT

Not applicable.

4. SEASONAL OR CYCLICAL FACTORS

The principal business operations of the Group are not significantly affected by seasonality or cyclical factors.

5. UNUSUAL ITEMS

Other than disclosed in the financial statement, there were no unusual items affecting the financial statement for the financial period under review.

6. CHANGES IN ESTIMATES

There were no significant changes in estimates that materially affect the financial statements for the financial period under review. 
7. DEBTS AND EQUITY SECURITIES

There were no repayment and issuance of debt securities, share buy-backs, share cancellation, share held as treasury shares and resale of treasury shares for the financial period under review. 

8. DIVIDENDS PAID 

An interim dividend of 5% less 28% taxation in respect of financial year ended December 31, 2005 was paid on April 7, 2006 for the amount of RM3,600,000 (3.6 sen per share). 

A final dividend of 7% less 28% taxation in respect of financial year ended December 31, 2005 was paid on August 3, 2006 for the amount of RM5,040,418 (5.04 sen per share) subsequent to the financial period under review.

In respect of financial year ended 31 December 2004, an interim dividend of 3% less 28% taxation was paid on April 7, 2005 for the amount of RM2,160,000 (2.16 sen per share) and a final tax exempt dividend of 5% was paid on July 29, 2005 for the amount of RM5,000,000 (5 sen per share).

9. SEGMENTAL REPORTING

The segmental reporting is disclosed separately for the bulk mailing outsourcing contribution, which arises from the acquisition of Inter-City MPC Sdn Bhd on July 29, 2004. The segmental reporting by business segment is reflected below:

	As at 30 September 2006
	IT related products and services
	Bulk mailing outsourcing services
	Eliminations
	Consolidated

	REVENUE
	 
	 
	 
	 

	Group total
	         200,597 
	       29,669 
	          (1,913)
	          228,353 

	Inter-segment sales
	 
	               -   
	                 -   
	                   -   

	External
	         200,597 
	       29,669 
	          (1,913)
	          228,353

	 
	 
	 
	 
	 

	RESULT
	 
	 
	 
	 

	Profit for the year
	             3,759 
	         2,709 
	          (68)
	              6,400           


10. VALUATION OF PROPERTY, PLANT & EQUIPMENT

There is no valuation of property, plant and equipment as reported in the annual financial statement for the financial period ended September 30, 2006.

11. SUBSEQUENT EVENT

There was no material event subsequent to the financial period under review.

12. CHANGES IN THE COMPOSITION OF THE GROUP

There was an increase in equity interest of a subsidiary, Inter-City (MPC) Sdn Bhd from 84% to 90% equity in quarter ended March 31, 2006 and to 100% equity in quarter ended June 30, 2006. The increase arises from the acquisition of an additional 508,235 and 720,000 ordinary shares of RM1.00 each.

There were no other material changes to the composition of the Group other than the above.

13.  CAPITAL COMMITMENT     
The amount of commitments for purchase of property, plant & equipment not provided for in the interim financial statements as at September 30, 2006 is as follows:

	
	Quarter Ended

30/9/2006

	Approved and contracted for
	RM’000

7,796

	
	

	Approved but not contracted for
	28,282

	
	


14. CONTINGENT LIABILITIES

There were no contingent liabilities for the Group as at November 17, 2006 being the latest practicable date, which is not earlier than seven days from the date of issuance of this quarterly announcement.

15. REVIEW OF PERFORMANCE

The Group has recorded a revenue of RM228,353,000 for the financial period ended September 30 , 2006, an increase of RM17,800,000 or 8% relative to the previous financial period ended September 30, 2005. The increase in revenue was mainly attributable to the increase in maintenance revenue from system integration projects and managed network services.
The Group recorded a net profit attributable to equity holders of the parent of RM7,084,000 for the financial quarter ended September 30, 2006. This represents an adverse variance of 44% relative to the previous financial period ended September 30, 2005 . This is attributed mainly due to the lower contribution from system integration business, recognition of RM552,000 staff cost attributable to the grant of  ESOS as required by FRS 2 of the new Financial Reporting Standards, higher operating overheads and lower contribution from subsidiaries.
16. COMPARISON WITH PRECEDING QUARTER’S RESULTS

In comparison with the preceding quarter (quarter ended June 30, 2006), there was a reduction in consolidated revenue of 2% from RM77,637,000 to RM76,275,000 in the current quarter (quarter ended September 30, 2006) which results in a decrease in net profit attributable to equity holders of the parent, from RM2,187,000  in the preceding quarter to RM1,376,000 in the current quarter. This is due to lower contribution from the system integration business and subsidiaries.
17. PROSPECTS IN THE CURRENT FINANCIAL YEAR

The Group expects to remain profitable in the current financial year by focusing on its core businesses.
18. VARIANCE ON FORECAST PROFIT

Not Applicable.

19. TAXATION

The taxation of the Group for the financial year under review was as follows:-

	
	Current  Year Quarter

30/9/2006
	Accumulated  Currrent Year

  30/9/2006

	
	RM’000
	RM’000

	
	
	
	
	

	Current Taxation
	     
	991
	
	3,839


The effective tax rate of the Group is higher than the statutory rate of tax applicable primarily due to certain expenses incurred which are not deductible for tax purposes.

20. PROFIT ON SALE OF INVESTMENT 

There were no profits on sale of investment and/or investment properties for the financial period under review.

21. QUOTED SECURITIES

There were no acquisitions or disposal of quoted securities for the financial period under review. 

22. CORPORATE DEVELOPMENTS

There were no corporate developments during the financial period under review. 

23. GROUP BORROWINGS AND DEBT SECURITIES

As at September 30, 2006, the Group has the following borrowings which are denominated in Ringgit Malaysia from a local financial institution:-

	
	
	Total

	Secured:
	
	
	
	RM’000

	
	
	
	

	Short Term Borrowings
	
	
	

	Long term loan due within 12 months 
	
	
	
	6,228

	Hire Purchase Creditor due within12 months
	
	
	
	197

	Other short term borrowings due within 12 months
	
	
	
	29,582

	
	
	
	
	36,107

	
	
	

	Long Term Borrowings
	
	

	Long term loan due after 12 months 
	
	
	
	250

	Hire Purchase Creditor due after 12 months 
	
	
	
	1,389

	
	
	
	
	1,639

	
	
	
	
	

	Total
	
	
	
	37,746


24. OFF BALANCE SHEET FINANCIAL INSTRUMENT 

The Group does not have any financial instruments with off balance sheet risk as at November 17 2006, being the latest practicable date, which is not earlier than seven days from the date of issuance of this quarterly announcement.

25. MATERIAL LITIGATION

The Group is not engaged in any material litigation, claims or arbitration either as plaintiff or defendant as at November 17, 2006, being the latest practicable date, which is not earlier than seven days from the date of issuance of this quarterly announcement. 

26. PROPOSED DIVIDEND

There are no dividends proposed in respect of the current financial year during the financial period under review.

27. EARNINGS PER SHARE

	
	Current  Year Quarter

30/9/2006
	Accumulated  Currrent Year

  30/9/2006

	a) Basic
	
	

	Net profit attributable to shareholders (RM’000)
	     
	915
	
	6,954


	
	
	
	
	

	Number of ordinary shares issued at beginning of the year
	
	100,008,300
	
	100,008,300

	Effect of the exercise of share options
	
	2,321
	
	2,321

	
	
	
	
	

	Weighted average number of ordinary shares in issue
	
	100,010,621
	
	100,010,621

	
	
	0.91
	
	            6.95

	Basic earnings per share (sen)
	
	
	
	

	
	
	
	
	

	.


	
	Current  Year Quarter

30/9/2006
	Accumulated  Currrent Year

  30/9/2006

	b) Diluted
	
	

	Net profit attributable to shareholders (RM’000)
	     
	915
	
	6,954


	
	
	
	
	

	Weighted average number of ordinary shares in issue 


	
	100,010,621
	
	100,010,621

	Effects of dilution: Share Options
	
	123,484
	
	123,484

	
	
	
	
	

	Weighted average number of ordinary shares in issue
	
	100,134,105
	
	100,134,105

	
	
	0.91
	
	            6.94

	Diluted earnings per share (sen)
	
	
	
	

	
	
	
	
	


28. SIGNIFICANT EVENTS

i   On 21 February 2006, the Company has announced interim dividend of 5% less 28% taxation    in respect of  financial year ended 31 December 2005.


ii   On 21 March 2006, the Company has accepted the award from Jabatan Imigresen Malaysia for 

     the maintenance of its Network System. 

iii  On 21 March 2006, the Company has accepted the Letter of Award from the Malaysian  

     Technology Development Corporation Sdn. Bhd. ("MTDC") on the Appointment for the   

     Separation of RAIDAH Project from MATRIX Project.

iv  On 14 June 2006, the Company has announced final dividend of 7% less 28% taxation in respect of financial year ended 31 December 2005.

v   On 8 August 2006, the Company has entered into a Maintenance Service Contract with Jabatan Pengangkutan Jalan. 

vi  On 21 September 2006, the Company has accepted the award from Ministry of Internal Administration of Sri Lanka for the purchase of Passport Printing Systems for regional offices in Sri Lanka.
By Order of the Board

KHAERUDDIN BIN SUDHARMIN  (LS007037)

NORISWADI BIN HAJI ISMAIL (LS0008892)
Secretary
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This document forms part of the unaudited quarterly announcement of HeiTech Group for the financial period ended 30/9/2006.


