DELLOYD VENTURES BERHAD

(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT ON CONSOLIDATION RESULTS

FOR THE FIRST QUARTER ENDED 31 MARCH 2006

A.  
NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation

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

The interim financial report is unaudited and should be read in conjunction with the audited financial statements for the year ended 31 December 2005.  The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of 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 financial statements commencing 1 January 2006, the Group has adopted all of the new/revised Financial Reporting Standards (“FRS”) that are relevant to its operations.

The adoption of the relevant FRSs’ does not have significant financial impact on the Group.  The principal effects of the changes in accounting policies resulting from the adoption of the new/revised standards are as follows :

FRS 3 :  Business Combinations

Under FRS 3, negative goodwill which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition is now recognised immediately to the income statement.  Prior to 1 January 2006, negative goodwill was recognised as consolidation reserve.  In accordance with the transitional provision of FRS 3, the consolidated reserve as at 1 January 2006 of RM797,000 was derecognised with a corresponding increase in retained earnings.

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 associate and other disclosures.  Minority interest is now presented within total equity in the consolidated balance sheet and as an allocation from net profit for the period in the consolidated income statement.  The movement of minority interest is now presented in the consolidated statement of changes in equity.
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FRS 140  :  Investment Property

In compliance with FRS 140, investment property comprising one lot of freehold industrial land has been separately classified on the balance sheet.  Previously, investment property was not separately classified and was included as part of property plant and equipment.

The presentation of the comparative financial statements of the Group have been restated to conform with the current period’s presentation.

3.
Auditors’ report on the preceding annual financial statements 

The auditors’ report of the previous financial year ended 31 December 2005 was not subject to any qualification.  

4.
Seasonal or cyclical factors
The operations of the Group are not affected by any significant seasonal or cyclical factors other than the plantation sector which is dependent on the selling prices of crude palm oil and the production of fresh fruit bunches.  

5.
Unusual items due to their nature, size or incidence 

There were no unusual items affecting assets, liabilities, equity, net income or cash flow during the current quarter ended 31 March 2006.

6.
Changes in estimates  
There were no changes in estimates that have had a material effect in the current quarter results.

7.
Debt and equity securities

There were no issuances, cancellations, repurchase, resale and repayment of debt and equity securities during the current quarter.

8.
Dividends paid

There were no dividends paid during the current quarter ended 31 March 2006.
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9.
Segmental Information


3 months ended


31/03/06
31/03/05


RM’000
RM’000

Segment Revenue







Automotive Components
45,262
52,388

Vehicle Distribution
14,528
25,794

Plantation
1,595
2,381

Others
401
106

Elimination
(4,578)
(4,666)

Group Revenue
57,208
76,003





Segment Results







Automotive Components
6,431
9,683

Vehicle Distribution
(425)
305

Plantation
709
1,252

Others
(82)
(347)


6,633
10,893

Share of profit/(loss) in associated company
477
(223)


7,110
10,670

10.
Valuation of property, plant and equipment

There were no valuation of property, plant and equipment during the financial period under review.

11.
Material events subsequent to the balance sheet date
There were no material events subsequent to the end of the financial period ended 31 March 2006 that have not being reflected in the financial statements except as disclosed in Part B Para 8 of this interim financial report.

12.
Changes in the composition of the Group
There were no changes in the composition of the Group during the financial period under review.

13.
Changes in contingent liabilities or contingent assets
Contingent liabilities of the Group as at 16 May 2006 amounted to RM16,543,000 which are in respect of corporate guarantees given to licensed banks for banking facilities granted to subsidiaries.
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B.
ADDITIONAL INFORMATION AS REQUIRED UNDER BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENT
1.
Review of performance

The Group recorded lower revenue for the current quarter ended 31 March 2006 of RM57.2 million as compared to RM76.0 million in the preceding quarter ended 31 March 2005.  The higher revenue in the preceding quarter was mainly due to higher sales from both the automotive and vehicle distribution sectors.

The Group recorded profit before tax of RM7.1 million compared to RM10.6 million in the preceding year corresponding period.  The lower profit was mainly due to lower revenue generated from the automotive sector and losses incurred by the vehicle distribution operations.

2.
Comparisons with preceding quarter’s result 
The Group’s turnover in the first quarter was RM57.2 million as compared to RM55.9 million achieved during the forth quarter of 2005.  The Group’s profit before tax was RM7.1 million against RM5.0 million during the preceding period.  The lower profit during the preceding quarter was mainly due to higher operating expenses incurred.

3.
Prospects
With the implementation of the National Automotive Policy, car assemblers will use more local components.  It is also anticipated that there will be more models and choices of locally assembled passenger cars available to the public.  However, the increased cost of raw materials will continue to pose a threat to operating margins.      The Group shall continue to control its operational costs to ensure its existing and new products remain competitive.

4.
Profit forecast
There was no profit forecast or profit guarantee made during the financial period under review.

5.
Taxation


 3 months ended

 


31/03/2006
31/03/2005


RM’000
RM’000

Income tax





- current
1,818
3,025

- deferred
-
-

Overseas

,
   198
-





 
2,016
3,025
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6.
Unquoted investments and properties
There were no purchases or disposal of unquoted investments and / or properties for the current financial quarter.

7.
Quoted investments
a)
There were no purchases or disposal of quoted securities for the current financial quarter.

b)
Investments as at 31 March 2006 :







         
       RM’000

 
At cost





          5,301
        

At book value




          5,105
           

At Market value   



          5,105
  
8.
Status of corporate proposals
There were no corporate proposals undertaken/announced but not completed at the date of issue of this quarterly report other than the following :

(i)
On 19 January 2005, it was announced that Delloyd Ventures Berhad (DVB), through its 90% owned subsidiary Delloyd Plantation Sdn Bhd (DPSB) and Taipan Hectares Sdn Bhd (TH) (Purchasers), a company in which certain Directors and substantial shareholders of DVB have interests, have on 18 January 2005 entered into a Conditional Sale and Purchase Agreement (SPA) with Selat Bersatu Sdn Bhd, a subsidiary of Mentiga Corporation Berhad and Karli Boenjamin (Vendors) for the proposed acquisition of 19,950 ordinary shares of Rupiah 1 million each in P T Rebinmas Jaya (PTR) representing 95% of the issued and paid-up share capital of PTR for a total purchase consideration of RM68 million to be wholly satisfied in cash.

The Proposed Acquisition involved the acquisition by DPSB of 12,600 PTR shares representing 60% of the issued and paid-up capital of PTR for a purchase consideration of RM42,947,368 to be wholly satisfied in cash.  The cash consideration will be funded through internally generated funds and bank borrowings of the DVB Group.

PTR is a limited company incorporated in the Republic of Indonesia and is principally involved in oil palm cultivation.  PTR presently owns, operates and manages three (3) oil palm plantations known as Parit Gunung, Darul Makmur and Air Ruak with a total hectarage of 13,949.486 hectares.

The plantation lands are leasehold land with a 30 years lease period expiring 7 November 2029 with an option for renewal for another 30 years.  

The Proposed Acquisition are conditional upon the approvals being obtained from :
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a) Bank Negara Malaysia for investment abroad, if applicable ;

b) Securities Comission for the proposed disposal of the entire issued and paid-up shareholdings in PTR held by Mentiga (to be sought by Mentiga) ;

c) Shareholders of DVB and Mentiga ;

d) Indonesian authorities including the Capital Investment Coordinating Board of Indonesia, and 

e) Any other relevant authorities.

(ii)
On 21 March 2005, it was announced that DVB propose to implement a 7-Year Islamic Commercial Papers (CPs)/ Medium Term Notes (MTNs) Programme of up to RM100 million nominal value.


In relation thereto, Commerce International Merchant Bankers Berhad (CIMB) and OCBC Bank (Malaysia) Berhad have been appointed as Joint Principal Advisers, Joint Lead Arrangers and Joint Lead Managers for the Proposed CP & MTN Programme.  CIMB has been appointed as the Facility Agent for the Proposed CP & MTN Programme.

On behalf of DVB, CIMB & OCBC Bank (Malaysia) Berhad, as Joint Principal Advisors have made an application on 12 May 2005 to the Securities Commission (SC) seeking the SC’s approval for the proposed programme.

(iii)
On 3 May 2005, DPSB and TH entered into a First Supplemental Agreement (FSA) which is supplemental to the SPA dated 18 January 2005 with the Vendors.


Both the Purchasers and Vendors have irrevocably agree and undertake that the Agreed Sum of RM23,246,000 as referred to in Clause 4.3(b) of the SPA   be revised to RM12,000,000 and that this amount is to be retained from the Balance Sum and only to be release to the Vendors upon the issuance and delivery of non HGU Plantation Titles in favour of the Purchasers. 

(iv)
On 18 July 2005, DPSB and TH entered into a Second Supplemental Agreement (SSA) to extend the last date for the conditions precedent of the SPA to be fulfilled to 17 October 2005. Under the SSA, the Vendors agree to release an amount of RM500,000 from the RM3.3 million currently held by the vendors solicitors for further rehabilitation of the plantations. The amount released will be repaid to SBSB together with the balance consideration for the proposed acquisition in accordance with the SPA. 

(v) On 21 September 2005, is was announced that the SC has approved the Proposed CP & MTN Programme subject to the conditions as stipulated in the announcement made to Bursa Malaysia on the same date.

(vi) On 18 October 2005, DPSB and TH entered into a Third Supplemental Agreement (TSA) whereby the Vendors and the Purchasers agree to extend the period for the satisfaction of the Relevant Conditions by another three (3) months ie. on or before 17 January 2006.  (Further Extension of Time).  In consideration, the Vendors has agreed to release a further sum of RM500,000 from the stakeholder sum through its solicitors.  The sum released shall be utilised by DPSB to purchase fertilizers for further rehabilitation of the plantations.
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On the Completion Date, the total sum released for rehabilitation amounting to

RM1 million will be repaid by DPSB to SBSB together with the balance of Purchase Price. 

(vii) On 18 January 2006, the Purchasers and the Vendors entered into a Fourth Supplemental Agreement and agreed to the following :

a) Extend the period for the satisfaction of the Relevant Conditions by a further three (3) months till 17 April 2006.

b) Release a further RM500,000 from the Stakeholder sum (third release sum) to DPSB in order to purchase fertilizers for the rehabilitation of the plantations.

c) Pursuant to Clauses 3.1 and 6.1 of the SPA concerning the assignment of debts to the Purchasers, to amend the clauses to include a condition requiring the Vendors to deliver to the Purchasers a written agreement from the Assignors assigning their respective debts owing to them by PTR for a nominal consideration of RP100,000 each.  In the event the Vendors are unable to procure the assignment from all the parties involved, the Vendors shall continue to be bound by their obligations under the SPA to provide the Purchasers with the irrevocable written confirmation and undertaking from the parties to release and discharge all amounts owing by PTR to them.

Clause 2 of the SPA shall be amended such that on completion of the sale and purchase of the Sale Shares, PTR shall be free from all liabilities or obligations of any nature whatsoever.

d) As mutually agreed between the Vendors and the Purchasers, the 5% Sales Tax on the purchase price imposed by the Foreign Investment Companies, Tax office, Jakarta, Indonesia shall be borne equally between the parties.

(viii) On 18 April 2006, it was announced that DVB entered into a Fifth Supplemental Agreement with SBSB and KB to extend the period of satisfaction of the relevant conditions by a further four months to 17 August 2006.

9.
Group borrowings and debt securities


Details of the Group’s borrowings as at the end of the current quarter are as follows :


31/03/2006

31/03/2005


RM’000

RM’000

Long Term Borrowings






Term loan (secured)


905

NIL
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10.
Off balance sheet financial instruments

The contracted amount and fair value of financial instruments not recognised in the balance sheet as at 31 March 2006 are :


Contracted Amount

Fair Value


RM’000

RM’000

Forward foreign exchange contract


6,297

6,432

11.
Capital Commitments

Amount contracted but not provided for in the accounts :























                  RM’000



- Property, plant and equipment



 

5,300

- Proposed acquisition of PT Rebinmas Jaya

  balance of purchase consideration



           39,727
12.
Changes in material litigation
On 7 January 1999, a legal suit was instituted against certain subsidiaries of the Group for copyright infringement.  The application for summary judgement by the Plaintiff was dismissed by the Court at a hearing held on 14 April 2000.  The Plaintiff did not file an appeal on the dismissal for summary judgement but has proceeded to set the matter down for trial.  The Shah Alam High Court has set the date for the full hearing of the trial on 24-26 July 2006. 

On 19 April 2006, the plaintiff through its solicitors offered to withdraw the case subject to each party bearing its own cost.  The Directors are of the view that the litigation can be settled amicably and as such no material liability is expected to arise from the legal suit.  

13.
Dividend 
The Board of Directors does not recommend the payment of any dividend in the quarter under review.

For the financial year ended 31 December 2005, the Board has proposed a final dividend of 3% tax exempt and 7% less tax at 28% per ordinary share.

14.
Earnings per share
The basic earnings per share is derived based on the net profit attributable to ordinary shareholders for the current quarter ended 31 March 2006 of RM7.11 million divided by the weighted average number of ordinary shares issued during the current quarter of 88,863,250.

By Order of the Board

Ng Say Or

Company Secretary

23 May 2006
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