DELLOYD VENTURES BERHAD

(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT ON CONSOLIDATION RESULTS

FOR THE FIRST QUARTER ENDED 31 MARCH 2007

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 2006.  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 2006.

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 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 unaudited interim financial report for the period ended 31 March 2007 except that the adoption of FRS 117 Leases has resulted in a change in accounting policy for leasehold land and buildings and leasehold land and plantations. The adoption of this standard has resulted in a restrospective change in accounting policy relating to the classification of leasehold land and buildings and leasehold land and plantations.

The lease elements of land and buildings and leasehold plantation land are now classified separately.  The up-front payment made are allocated between the land and buildings and/or plantations in proportion to their respective fair values. The up-front payment made for land represents prepaid lease rental and is amortised on a straight line basis over the remaining lease period.

The reclassification has been accounted for retrospectively and the comparative figures as of 31 December 2006 have been restated as follows:-


As

previously

stated

RM’ 000
Reclassification in compliance with FRS 140

RM’ 000
Effects of change in

accounting policy

RM’ 000
As 

Restated

RM’ 000

Property, plant and 

equipment


224,685
* (4,397)
(5,306)
214,982

Investment properties


6,991


4,397



11,388

Prepaid lease rental




5,306
5,306

* This amount represents investment property erroneously included under property, plant and equipment in the annual audited accounts for the year ended 31 December 2006.

The adoption of FRS 117 has no effect an the unaudited income statement for the Group.

.3.
Auditors’ report on the preceding annual financial statements 

The auditors’ report of the previous financial year ended 31 December 2006 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 2007

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 financial period.

8.
Dividends paid

There was no dividend payment during the current financial quarter.

9.
Segmental Information

3 months ended


31/03/07
31/03/06


RM’000


RM’000



Segment Revenue







Automotive Components
36,584

6

6,


45,262

Vehicle Distribution
6,693
14,528

Plantation
3,480
1,595

Others
1,198


401

Elimination
(3,665)
(4,578)

Group Revenue
44,290
57,208





Segment Results







Automotive Components
3,985
6,431

Vehicle Distribution
(468)
(425)

Plantation
(2,644)
709

Others
(1,030)
(82)


(157)
6,633

Share of profit in an associate
427
477


270
7,110

10.
Valuation of property, plant and equipment

There were no valuation of property, plant and equipment during the current financial quarter.

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 2007 that have not being reflected in the financial statements.

12.
Changes in the composition of the Group
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 is RM500,000 and RM250,005 respectively.  The total number of shares 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 joint venture by the respective parties, ANA’s issued and paid-up capital has been increased to RM250,005 comprising 250,005 ordinary shares of RM1.00 each.

The interest 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

13.
Changes in contingent liabilities or contingent assets
Contingent liabilities of the Group as at 23 May 2007 amounted to RM17.7 million which are in respect of corporate guarantees given to licensed banks for banking facilities granted to subsidiaries.

B.
ADDITIONAL INFORMATION AS REQUIRED UNDER BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENT
1.
Review of performance

Revenue during  the first quarter ended 31 March 2007 decreased 22.6% from RM57.2 million to RM44.3 million compared to the preceding year corresponding period.

The sales of automotive components were significantly lower at RM36.6 million against RM45.3 million previously.  The decline was mainly due to the drop in  production volume by most major car assemblers because of slow sales during the period.

The vehicle distribution sector continued to fare poorly registering RM6.7 million sales against RM14.5 million previously.  The performance of this sector had been adversely affected by the slump in vehicle sales and the absence of new models to compete in the compact car market.  The implementation of the National Automotive Policy early last year and the tightening of the hire purchase loan approvals had further affected sales of automotive vehicles.

The results of the plantation sector took into account the performance of the newly acquired Indonesian plantation.  This sector suffered a loss of RM2.6 million during the current quarter against a profit of RM0.7 million previously as a result of the rehabilitation programme. 

2.
Comparison with preceding quarter’s result 
Group revenue increased 28% from RM34.5 million previously to RM44.3 million during the current quarter. The sales of automotive components recovered from the previous low of RM27.1 million to RM36.6 million. Revenue from this sector is expected to recover gradually with the introduction of new models and more aggressive sales campaign adopted by certain car distributors.

Both the vehicle distribution and plantation sectors registered higher revenue during the current period but continued to incur operational losses. The adverse results were mainly due to insufficient revenue to meet overheads incurred and the anticipated losses from the plantation operations in Indonesia as it embarked on its rehabilitation programme.

3.
Prospects
The automotive industry is currently undergoing a very challenging period. The sales campaign embarked by several franchise holders and the recent launch of a new model had attracted renewed buying interest.  Furthermore, the recently announced pay hike for civil servants may help lift demand for new cars in the coming months.  However, the stringent loan approvals and low trade-in price for used vehicles will continue to dampen demand for new automotive vehicles. 

The vehicle distribution sector will continue to pose a challenge to the Group. Steps have been taken to consolidate its operations and focus on high volume and profitable outlets. 

The long term outlook for the plantation operations is expected to remain positive. The current strong CPO price has given the Group the right impetus to continue with the planned rehabilitation programme of its Indonesian plantations. Contribution from the plantation sector is expected to improve significantly once the program has been successfully implemented.

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

5.
Taxation

3 months ended


31/03/2007
31/03/2006


RM’000
    RM’000

Income tax





- current
1,533
    1,818

- deferred
-
       -

Overseas

,
104
      198





 
1,637
    2,016

The income tax charge is attributed to certain profitable subsidiary companies of the Group which are subjected to tax at the applicable statutory tax rate. 

6.
Unquoted investments and properties
During the quarter ended 31 March 2007, the Company through its wholly owned subsidiary Delloyd Industries (M) Sdn Bhd invested RM53,572 in a joint venture company as referred to in Part A Para 12 of this interim financial report.

7.
Quoted investments
a)
During the first quarter ended 31 March 2007, the purchase / disposal of quoted securities are as follows:









RM’000



Total purchases





 2,417


Disposal proceeds




 5,505


Gain / ( loss ) on disposal



 ( 64 )
b)
Investments in quoted securities as at 31 March 2007 are as follows:







         
       
RM’000

 
At cost






18,047

At book value





17,954    

At Market value   




18,024
8.
Status of corporate proposals

There were no corporate proposals announced but not competed as at 23 May 2007.

9.
Group borrowings and debt securities


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


31/03/2007

31/03/2006


RM’000

RM’000

Short Term (secured)






Hire purchase payables


          15

-

Long Term (secured)




Hire purchase payables
          46

-

Term Loan
  1,318

905

Medium Term Notes
 50,000

-


51,379

905

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 2007.


Contracted Amount

Fair Value


RM’000

RM’000


Forward foreign exchange contract

        184     

       178      






                

11.
Capital Commitments

Amount contracted but not provided for in the accounts :






















                                    RM’000




- Property, plant and equipment




     2,136    


 
 
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 has recommended for shareholders’ approval at the forthcoming Annual General Meeting, a First & Final Dividend of 5 sen per share less 27% tax in respect of the financial year ended 31 December 2006.

The last date of lodgement for dividend entitlement is 19 July 2007 and the dividend will be paid on 1 August 2007.

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 March 2007 of RM241,000 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

29 May 2007
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