DELLOYD VENTURES BERHAD

(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT ON CONSOLIDATION RESULTS

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 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 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 December 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 twelve months ended 31 December 2006, except for the following :  

On 30 June 2006, the Company completed the first issuance of Islamic Commercial Papers / Medium Term Notes (CP/MTN) with an issue of RM50.0 million in nominal value of a 5 years tenure.   The Islamic CP/MTN Programme has been assigned a long term and short term ratings of A+ID and Marc1ID respectively by Malaysian Rating Corporation Berhad.

During the current financial quarter, the Company repurchased 1,000 ordinary shares of its issued share capital from the open market for a total consideration of RM2,015.  This repurchased shares are to be held as treasury shares and the total number of treasury shares held as at 31 December 2006 is 1,000 ordinary shares.

8.
Dividends paid

The amount of dividend paid during the twelve months ended 31 December 2006 is as follows :-

In respect of the financial year ended 31 December 2005.  Final dividend of 10% per share (3% tax exempt and 7% less 28% tax) totalling RM7,145,000 paid on 1 August 2006.
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9.
Segmental Information


Individual Quarter
Cumulative Quarter


Current Quarter Ended 
12 Months Cumulative


31/12/06
31/12/05
31/12/06
31/12/05


RM’000
RM’000
RM’000
RM’000

Segment Revenue











Automotive Components
30,906
46,487
161,445
201,013

Vehicle Distribution
4,043
11,882
30,433
91,178

Plantation
3,273
1,778
11,167
9,771

Others
406
161
896
651

Elimination
(4,133)
(4,417)
(13,964)
(18,111)

Group Revenue
34,495
55,891
189,977
284,502







Segment Results











Automotive Components
(61)
4,685
13,197
33,921

Vehicle Distribution
(530)
(828)
(2,610)
(646)

Plantation
(961)
721
565
5,120

Others
(1,371)
70
(2,324)
(529)


(2,923)
4,648
8,828
37,866

Share of profit in associated company
        1,590
279
3,922
685


(1,333)
4,927
12,750
38,551

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 December 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

Changes in the composition of the Group during the financial period are as follows :

a)
On 15 June 2006, Delloyd Industries (M) Sdn Bhd (DISB) a wholly owned subsidiary incorporated a company in Thailand namely Delloyd Industries (Thailand) Company Limited (DITCO) in which the DISB owns 100% equity interest.

DITCO has an authorised capital of Baht 100 million comprising 10 million ordinary shares of Baht 10 each and an issued and paid up capital of Baht 25 million divided into 10 million ordinary share of Baht 2.5 each.

The principal activities of DITCO are the manufacturing and distribution of automotive parts and components.
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b) 
On 26 June 2006, DISB subscribed for 700,000 ordinary shares of RM1.00 in GMI Mould Industries Sdn Bhd representing 70% of the total issued and paid up capital of the company.

GMI was incorporated in Malaysia on 2 June 2006 as a private limited company and its principal activity is in the fabrication of mould.  Its issued and paid up capital is RM1 million divided into 1,000,000 ordinary shares of RM1.00 each.

c) 
On 28 November 2006, the Company subscribed for an additional 45 million new ordinary shares of RM1.00 each in Delloyd Plantation Sdn Bhd (DPSB) for a total cash consideration of RM45 million.  The total number of shares held by the Company after the subscription consist of 63 million ordinary shares of RM1.00 each representing 90% of the enlarged issued and paid up capital of DPSB.

The subscription is to enable DPSB to finance the acquisition of a 60% equity interest in PT Rebinmas Jaya, a company involved in oil palm cultivation in Pulau Belitung, Indonesia.

13.
Changes in contingent liabilities or contingent assets
Contingent liabilities of the Group as at 22 February 2006 amounted to RM17.4 million 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

Revenue for the fourth quarter ended 31 December 2006 decreased 38.3% from RM55.9 million to RM34.5 million compared to the preceding year corresponding period.

The sales of automotive components were significantly lower at RM30.9 million against RM46.5 million previously.  The decline was mainly due to the drop in  production volume by most major car assemblers because of slow sales.

The vehicle distribution sector continued to fare poorly registering RM4.0 million sales against RM11.9 million previously.  The performance of this sector had been adversely affected by the slump in vehicle sales and the success of Perodua’s Myvi which have captured the bulk of the compact car market. 

The results of the plantation sector took into account the performance of the newly acquired Indonesian plantation.  This sector suffered a loss of RM0.96 during the current quarter against a profit of RM0.72 million previously.  This was mainly due to the operational losses incurred from the rehabilitation programme by the newly acquired oil palm plantation company in Indonesia.  

For the financial year to 31 December 2006, the Group recorded profit before tax of RM12.7 million compared to RM38.5 million in the preceding year.  The lower profit was mainly due to lower earnings from the automotive sector and losses incurred by the vehicle distribution and plantation operations in Indonesia and borrowing cost.

2.
Comparison with preceding quarter’s result 
Group revenue was significantly lower at RM34.5 against RM49.3 million recorded during the preceding quarter.

The Group registered a loss of RM1.3 million in the current quarter compared to a profit of RM2.74 million previously.  The results were adversely affected by low sales of automotive components especially during the last quarter and losses incurred by the vehicle distribution, plantation operations and borrowing cost.

3.
Prospects
The impact of the New Automotive Policy, hike in interest rates and stringent lending policies instituted by banks and finance companies have adversely affected the sale of new vehicles.  These factors coupled with the drop in the prices of used vehicles have deterred buyers of both locally assembled and imported vehicles thus reducing the demand for the Group’s automotive components.

The lower production volume, higher operating cost and the increased prices of raw materials have eroded operating margins.  These factors, together with the cost of rehabilitation program will continue to impact group results.  However, contribution from the plantation sector is expected to improve significantly once the program has been successfully implemented.
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4.
Profit forecast
There was no profit forecast or profit guarantee made during the financial period under review.

5.
Taxation

3 months ended
Year To Date


31/12/2006
31/12/2005
31/12/2006
31/12/2005


RM’000
    RM’000
    RM’000
RM’000

Income tax







- current
 240
    3,060
(2,599)
(6,498)

- deferred
  (882)


       203
   (882)
  203

Overseas

,
   (61)
         -
  (542)
   (90)







 
  (703)
    3,263
   (4,023)
     (6,385)

6.
Unquoted investments and properties
There were no purchases or disposal of unquoted investments and / or properties during the current financial quarter.

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

b)
Investments as at 31 December 2006 :







         
       RM’000

 
At cost





         21,152      
        

At book value




         20,896
           

At Market value   



         20,989

8.
Status of corporate proposals
a)  
On 5 January 2007, the Company, through its subsidiary ATOZ Motor Marketing  Sdn Bhd (ATOZ) subscribed for 499,998 ordinary shares of RM1.00 each at par for cash in Vantage Speed Sdn Bhd ( VSSB).

On the same date, ATOZ acquired two ordinary shares from its director, Dato’ Tee Boon Kee and Leon Tee Wee Leng, a person connected with him for a total cash consideration of RM2.00

Subsequent to the above, VSSB became a wholly owned subsidiary of ATOZ.

VSSB was incorporated in Malaysia on 9 February 2006 as a private limited company.  Its principal activity is buying and selling commission agent.  Its issued and paid up capital is RM500,000 divided into 500,000 ordinary shares of RM1.00 each.
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b)  
On 30 January 2007, the Company, through its wholly owned subsidiary, Delloyd Industries (M) Sdn Bhd (DISB) entered into a Subscription, Joint Venture and Shareholders Agreement with 3 other parties to collectively promote their businesses through a joint venture company, AUTOPARTS NETWORKS ALLIANCES SDN BHD (ANA).

The authorised and paid-up capital of ANA shall be RM500,000 and RM250,005 respectively.  The total number of shares to be held by DISB in ANA consist of 53,572 ordinary shares of RM1.00 each, representing 21.43% of the issued and paid-up share capital of ANA.

ANA was incorporated in Malaysia as a private limited company on 8 August 2006 with 2 subscriber shares and its registered office is at 4th Floor, Lin Ho Building, 15, Jalan Hang Lekir 50100 Kuala Lumpur.  With the proposed joint venture by the respective parties, its issued and paid-up capital will be increased to RM250,005 comprising 250,005 ordinary shares of RM1.00 each.

The interest to be held by the respective parties are as follows :-

Parties
No. of Shares
Percentage %

W&A Ventures Sdn Bhd
89,287
35.71

Delloyd Industries (M) Sdn Bhd
53,572
21.43

TS Hi-Tech Seat Sdn Bhd
53,574
21.43

WSA Capital Corporation Sdn Bhd
53,572
21.43


250,005
100.00

The principal activity of ANA is in the trading and manufacturing of automotive interior and precision parts and components.

9.
Group borrowings and debt securities


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


31/12/2006

31/12/2005


RM’000

RM’000

Short Term (secured)






Hire purchase payables


            4 

-

Long Term (secured)




Hire purchase payables
             8

-

Term Loan
       1,235

-

Medium Term Notes
     50,000

-


     51,243    

-
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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 December 2006 are :


Contracted Amount

Fair Value


RM’000

RM’000

Forward foreign exchange contract


 4,840

4,744

11.
Capital Commitments

Amount contracted but not provided for in the accounts :






















                                    RM’000




- Property, plant and equipment



 
     4,928 
12.
Material litigation
There were no material litigations or pending material litigations involving the Group as at the date of this announcement.  


13.
Dividend 
The Board of Directors is recommending for shareholders’ approval at the forthcoming Annual General Meeting, a First & Final Dividend of 5 sen per share less tax.

The date of the Annual General Meeting and book closure for dividend entitlement will be announced in due course.

14.
Earnings per share
The basic earnings per share is derived based on the net profit attributable to ordinary shareholders for the period ended 31 December 2006 of RM11.4 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

27 February 2007
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