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BANENG HOLDINGS BHD

(Company No: 307139-w)

(Incorporated in Malaysia)

A.  Explanatory Notes to the Interim Financial Report Pursuant To FRS 134
1. Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with FRS 134: Interim Financial Reporting and Paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirements.

The interim financial report 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 report 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 financial 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 the 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

The adoption of FRS 2, 5,102, 108, 110, 116, 121, 127, 128, 131, 132, 133, 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 FRSs are as discussed below: 

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

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

2.
Changes in Accounting Policies (Cont’d)

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 recognized immediately in profit or loss. Prior to 1 January 2006, negative goodwill was set-off against the goodwill arising from the excess of the cost of other acquisitions over the Group’s interest in the net fair value of identifiable assets, liabilities and contingent liabilities of other subsidiaries. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM37,165,000 was derecognized with a corresponding increase in retained earnings. There is no effect on the results of the current quarter. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006.
(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 recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

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. Comparatives


As previously

As




stated
FRS 3
restated 





RM’000
RM’000
RM’000



Statement of equity changes

At 1 January 2006

Reserves
31,703
37,165
66,868
Goodwill on consolidation/

Negative goodwill
(34,305)
(37,165)
2,860   



======
======
======
4. Auditors’ Report on Preceding Annual Financial Statements
The audited financial statements for the year ended 31 December 2005 were reported without any qualification.
5. Seasonal or cyclical Factors

The Group performance is not affected by any major seasonal or cyclical fluctuations.

6. Unusual items affecting the assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income and cash flows for the current quarter and financial year to date.

7. Material changes in estimates

There are no material changes in estimates for the current quarter and financial period to date
8. Material Debt and Equity Securities

There are no issuances, cancellations, repurchases, resale and repayments of debts and equity securities for the current quarter and financial period to date.

9. Dividends paid
There are no dividends paid for the current quarter.

10. Segmental Information


Analysis by geographical location:

	
	Current period to date

	
	31 March 2006

	
	RM'000

	Revenue
	

	Malaysia
	46,035

	Brunei
	18,221

	Singapore
	578

	Lesotho
	-

	
	64,834

	Profit before taxation
	

	Malaysia
	(8)

	Brunei
	721

	Singapore
	(123)

	Lesotho
	(88)

	
	502


11. Valuations of Property, Plant and Equipment

There was no revaluation of property, plant and equipment as reported in the annual financial statement for the year ended 31 December 2005.

12.
Subsequent Event
There are no material events subsequent to the end of the period reported that have not been reflected in this quarterly report.
13.
Changes in composition of the Group
There were no changes in the composition of the Group during the current quarter.
14.
Contingent liabilities and contingent assets
As at the date of this report, the contingent liabilities were made-up of corporate guarantees issued by the Company to financial institutions for credit facilities granted to subsidiaries amounting to RM75.00 million.

15. Capital Commitments

There were no capital commitments as at the end of the current financial quarter.

B.  EXPLANATORY NOTES PURSUANT TO THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

1. Review of performance
During the period ended 31March 2006, the Group recorded a lower turnover of RM64.8 million compared to RM73.3 million in the previous corresponding quarter. The result has declined correspondingly from profit of RM 1.3 million in previous corresponding current quarter to profit of RM0.4 million in the current quarter. This is mainly due to much goods produced in current quarters were shipped in the next quarter.
2. Comparison with Preceding Quarter's Results
The pretax profit for the current quarter was RM0.5 million as compared to the pretax loss of RM0.98 million recorded in the immediate preceding quarter. The increase in mainly due to higher cost incurred immediate preceding quarter particularly in November & December 2005 owing to Hari Raya and Christmas Holiday especially in Brunei and Malaysia as shipments fall due.
3. Prospects
Group expects to receive continued and healthy customer orders over the coming seasons in this financial year. Efficiency and cost management is an on-going improvement process adopted by the Group in this financial year. In addition to these, the Group is also looking towards expansion of the production capacity worldwide particularly exploring into setting up of a garment plant in Cambodia to tap on the availability of labour-pool and lower cost.  Considering all the above factors, the Board expects a better performance for the coming financial quarters.
4. Variances from profit forecast and profit guarantee
Not applicable

5. Tax expense

	
	Current
	Current Year

	
	Quarter
	to date

	
	31 March 2006
	31 March 2006

	
	RM'000
	RM'000

	Income Tax Expense
	
	

	 - Current period
	54
	54

	Deferred Tax Expense
	
	

	- Origination and reversal 
	
	

	   of temporary difference
	60
	60

	
	114
	114

	
	
	

	Effective tax rate
	22.7%
	22.7%


The effective tax rate of the Group is lower than the statutory tax rate mainly due to availability of tax incentive for certain subsidiaries in Malaysia and pioneer status granted to foreign subsidiaries.
6. Profits/(losses) on Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties for the current financial quarter and financial period to date.

7. Quoted Securities Other than Securities in Existing Subsidiaries and Associated Company

There were no purchases or sales of quoted securities for the current financial quarter and financial period to date.

The investment in quoted securities as at the reporting period:

	 
	  
	RM'000

	(i)
	At cost
	4

	(ii)
	At carrying value/book value
	4

	(iii)
	At market value
	2


8. Status of Corporate Proposals

There were no corporate proposals announced but not completed the date of this quarterly report.

9. Group Borrowings and Debt Securities
Group Borrowings as at 31 March 2006 were:-

	 
	 
	 
	 
	
	Short Term
	
	Long Term
	
	Total

	 
	 
	 
	 
	
	RM'000
	
	RM'000
	
	RM'000

	Secured - in local currencies
	 
	
	 
	
	 
	
	 

	- Bank Overdrafts
	
	 
	
	731
	
	           -   
	
	731

	- Trust receipts
	
	 
	
	3,059
	
	            -   
	
	3,059

	- Bankers acceptance
	
	 
	
	136,317
	
	            -   
	
	136,317

	- Export credit refinance
	
	 
	
	7,917
	
	             -   
	
	7,917

	- Term loans
	
	 
	
	4,497
	
	18,802         
	
	23,299        

	- Hire purchases
	
	 
	
	420
	
	419           
	
	839            

	 
	
	
	 
	
	
	
	 
	
	 

	Secured - in foreign currencies*
	
	
	
	 
	
	 

	- Trust receipts (in Brunei dollars)
	
	18,654
	
	              -   
	
	18,654            

	- Hire purchases (in Singapore/Brunei dollars)
	
	11
	
	93              
	
	104               

	- Term loan (in Brunei dollars)
	
	5,708
	
	8,749 
	
	14,457

	Total
	 
	 
	 
	
	         177,314
	
	         28,063 
	
	        205,377


10. Off Balance Sheet Financial Instruments
As at the date of this report, the Group has entered into the following outstanding foreign currency contracts to hedge against confirmed export proceeds in foreign currencies:-

	Type
	Currency
	 Contract Amount 
	  Amount in RM 

	
	
	 '000 
	 '000 

	Foreign Exchange Sell Contract
	USD
	
858
	
3,178


The Group does not foresee any significant credit and market risks as the rates are fixed at the time when the contracts are entered into. There is no cash requirement for the above hedging instruments.
11. Changes in material litigation
There are no pending material litigations as at the date of this quarterly report.

12. Dividends
The Company does not propose any interim dividend in respect of the current financial quarter.

13. Earnings per share
	
	
	
	 
	Preceding
	Current
	Preceding

	
	
	
	Current
	corresponding
	Year
	corresponding

	
	
	
	Quarter
	Quarter
	to date
	Year to date

	
	
	
	31 March 2006
	31 March 2005
	31 March 2006
	31 March  2005

	Profit attributable to ordinary equity holders of the parent (RM'000)
	
	197        
	739 
	197           
	739 

	Weighted average number of ordinary shares ('000)
	
	60,000 
	60,000 
	60,000 
	60,000 

	Basic earnings per share (sen)
	0.33
	1.23
	0.33            
	1.23


There is no diluted earnings per share as the Company does not have any dilutive potential ordinary shares.
