
B. I. G. INDUSTRIES BERHAD (195285-D)

(Incorporated in Malaysia)

PART A –EXPLANATORY NOTES PURSUANT TO FRS 134
A1 
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 Financial Reporting Standards (“FRS”) No.134, “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).

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 31st December 2005.

A2.

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 FRS effective for the financial period beginning 1 January 2006:


FRS2

Share-based Payment



FRS3

Business Combinations



FRS5

Non-current Assets Held for Sale and Discontinued Operations



FRS101
Presentation of Financial Statements 



FRS102
Inventories 



FRS108
Accounting Policies, Changes in Estimates and Errors



FRS110
Events after the Balance Sheet Date


FRS116
Property, Plant and Equipment



FRS121
The Effects of Changes in Foreign Exchange Rates


FRS127
Consolidated and Separate Financial Statements



FRS128
Investment in Associates



FRS131
Investment in Joint Ventures



FRS132
Financial Instruments: Disclosure and Presentation



FRS133
Earning Per Share



FRS136
Impairment of Assets



FRS138
Intangible Assets



FRS140
Investment Property


A2.

Changes in Accounting Policies (cont’d)


The adoption of FRS 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 discussed below:

(a) FRS 2: Share-based Payment

This FRS requires an entity to recognize 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. Prior to 1 January 2006, no compensation expense was recognized in profit and loss for share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognized in profit or loss over the vesting periods of the grants with a corresponding increase in equity. The total amount to be recognized 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 vested on 1 January 2006. However, the share options of the Company were granted before 1 January 2005 in which only certain disclosures are required as follows:


Employees’ Share Option Scheme (“ESOS”)


The Company’s ESOS is governed by the Bye-Laws approved by the shareholders at an Extraordinary General Meeting held on 16 June 2003.  The ESOS was implemented on 26 February 2004 and is to be in force for a period of five (5) years from the date of implementation and will expire on 25 February 2009.


The salient features of the ESOS are as follows:

(i) The ESOS Committee appointed by the Board of Directors to administer the ESOS, may from time to time grant options to eligible employees of the Group to subscribe for new ordinary shares of RM1.00 each in the Company.

(ii)
Subject to the discretion of the ESOS Committee, any full time employee (including Executive Director) as at the date of offer, whose employment has been confirmed and have completed one year of service within the Company or its subsidiaries (which are not dormant) shall be eligible to participate in the ESOS.

A2.

Changes in Accounting Policies (cont’d)
(a) FRS 2: Share-based Payment

(iii)
The total number of shares to be issued under the ESOS shall not exceed ten percent (10%) of the issued share capital of the Company at any point of time during the tenure of the ESOS and out of which not more than fifty percent (50%) of the shares shall be allocated, in aggregate, to Directors and other senior management of the Group. In addition, not more than ten percent (10%) of the shares available under the ESOS shall be allocated to any individual eligible employee or Executive Director of the Group, who either singly or collectively through his/her associates, hold twenty percent (20%) or more of the issued and paid-up capital of the Company and no option shall be granted for less than one hundred (100) shares.

(iv)
The option price for each share shall be the 5-day weighted average market price of the Company’s shares as quoted in the Daily Official List issued by Bursa Malaysia Securities Berhad immediately prior to the Date of Offer, if the ESOS Committee shall so determine at their discretion from time to time, at a discount of not more than 10% or the par value of the shares of the Company of RM1.00, whichever is higher.

 (v)
All new ordinary shares issued and allotted upon exercise of the options granted under the ESOS will rank pari passu in all respects with the existing ordinary shares of the Company except that they shall not rank for any rights, dividends, allotment and/or distributions declared which entitlement date precedes the date of exercise of the said options and will be subject to the provisions of the Articles of Association of the Company.

(vi) The persons to whom the options have been granted have no right to participate by virtue of the options, in any share issue of any other company.

           The terms of share options outstanding as at the end of the period are as follows:







        |-----------------Number of Share Options------------------------|
	
	
	
	At
	
	
	
	At 31

	Offer
	Expiry
	Exercise
	1 January
	
	
	
	March

	Date
	Date
	Price
	2006
	Granted
	Exercised
	Lapsed
	2006

	
	
	RM
	
	
	
	
	

	
	
	
	
	
	
	
	

	08/03/2004
	25/02/2009
	2.72
	2,969,000
	-
	-
	-
	2,969,000

	10/04/2004
	25/02/2009
	2.83
	135,000
	-
	-
	-
	135,000


A2.

Changes in Accounting Policies (cont’d)
(b) FRS 3: Business Combinations and FRS 136: Impairment of Assets
This new FRS 3 has resulted in consequential amendments to FRS 136

The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortization. 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 recognized 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 acquisition (previously referred to as “negative goodwill”), after reassessment, is now recognized immediately in profit or loss. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM766,000 was derecognized with a corresponding increase in retained earnings.
(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 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 requirement of FRS 101, with the comparatives restated to conform with the current period’s presentation. 

A3.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.
A4.
Segmental Information 

	Revenue
	Profit before taxation

	-------------- 3 months ended 30 June ---------------------------

	
	2006
RM’000
	2005
RM’000
	2006
RM’000
	2005
RM’000

	Industrial Gas/Oil & Gas
	6,665
	8,072
	813
	289

	RMC/ Quarry
	10,730
	12,048
	635
	398

	Property & Construction
	16
	3,513
	(80)
	30

	Others
	457
	1,650
	(980)
	(1,305)

	Total
	17,868
	25,283
	388
	(588)


	Revenue
	Profit before taxation

	------------  6 months ended 30 June----------------------------

	
	2006
RM’000
	2005
RM’000
	2006
RM’000
	2005
RM’000

	Industrial Gas/ Oil & Gas
	13,208
	15,903
	1,229
	743

	RMC/ Quarry
	21,744
	21,088
	1,417
	1,010

	Property & Construction
	910
	6,770
	(345)
	125

	Others
	734
	3,296
	(1,166)
	(991)

	Total
	36,596
	47,057
	1,135
	887


A5.
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 under review.

A6.
Changes in Estimates



There were no changes in the estimates of amounts reported in preceding quarter of the current financial year or changes in estimates of amounts reported in prior financial year that have a material effect in the current quarter under review.
A7.
Comments about Seasonal or Cyclical Factors

The business operations of the Group were not affected by any significant seasonal or cyclical factors.

A8. 
Dividends Paid
No dividend has been paid for the quarter under review.
A9.
Carrying Amount of Revalued Assets
The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

A10. 
Debts and Equity Securities

There were no debt and equity securities issued, cancelled, repurchased, resold or repaid during the current quarter under review.

A11.
Changes in Composition of the Group

There are no material changes in the composition of the Group during the current quarter under review.

A12.
Changes in Contingent Liabilities and Contingent Assets

There are no material changes in the contingent liabilities or contingent assets since the last balance sheet date.
A13.
Material Subsequent Events

There were no material events subsequent to the end of the current quarter under review.
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING      REQUIREMENTS OF BMSB
B1.
Performance Review

The turnover for the second quarter of 2006 reflected a 29% decrease as compared to that of 2005.

This decrease in turnover is mainly due to the completion of construction projects in the construction division in the current year. 
The profit before tax for the second quarter of 2006 was RM388,000 as compared to a loss of RM588,000 in 2005. This was mainly contributed by better sales mix in the industrial gas/oil & gas and RMC/Quarry division.
B2.
Comparison of Material Change with preceding quarter’s result 
	Group Results
	Current quarter
ended 30/6/2006
              RM’000
	
	Preceding quarter 
ended 31/03/2006
RM’000

	Turnover
	17,868
	
	18,728

	Profit Before Taxation
	388
	
	747


In comparison with the 1st quarter of 2006, the 2nd Quarter of 2006 registered a 4.6% decrease in turnover. This was contributed mainly from the Property Division. 
The profit has decreased by 48% from RM747,000 to RM388,000 due to the management taking a conservative approach to provide for diminution in value of an investment and certain doubtful debts while in active pursuit of recovery.
B3.
Current Year Prospects  
The Oil, Gas and Petrochemical Industry has been very active leading to a high demand for industrial gases, services & maintenance and engineering products.
The 9th Malaysia Plan has been announced and the Government has placed emphasis on its implementation leading to an upsurge of activities in the construction industry in East Malaysia.
Given these positive developments, the group expects the coming results to be positive and the outlook for the current years’ prospects is bright.
B4.
Profit Forecast


The company has not provided any profit forecast in a public document.

B5.
Taxation
	
	Current
	Preceding
	Current
	Preceding

	
	Year
	Year
	Year
	Year

	
	Quarter
	Quarter
	To date
	To date

	
	30/06/2006
	30/06/2005
	30/06/2006
	30/06/2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Taxation comprises:-
	
	
	
	

	  Malaysian income tax
	
	
	
	

	    - Current year
	12
	-
	18
	-

	
	
	
	
	

	  Deferred taxation
	
	
	
	

	    - Current year
	-
	-
	-
	-

	Total
	12
	-
	18
	-


The Group’s effective tax rate for the current quarter and financial year-to-date is lower than the statutory rate as certain wholly owned subsidiary of the Company has sufficient reinvestment allowance and capital allowances to offset taxable profit. 
B6.    
Sale of Unquoted Investment and Properties



There were no sales of unquoted investments and properties for the current quarter under review and financial year to date.
B7.
Quoted Investment



There were no sales or purchases of quoted investments for the current quarter under review and financial year to date.

B8.
Corporate Proposals 


There was no update on the corporate proposals for the current quarter under review.


B9.
Borrowings

              a) Short Term Borrowings
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Bank overdraft
	187
	-
	187

	Bankers’ acceptance
	-
	5,479
	5,479

	Revolving credits
	2,500
	5,300
	7,800

	Term loans
	569
	-
	569

	Total
	3,256
	10,779
	14,035


              b) Long Term Borrowings
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Term loans
	1,683
	45,000
	46,683

	
	
	
	

	Repayable within 1 year**
	569
	-
	569

	Repayable after 1 year
	1,114
	45,000
	46,114

	
	1,683
	45,000
	46,683

	
	
	
	


** Note: Term loans repayable within 1 year is included under short-term borrowings.

None of the Group’s borrowings as at the financial year to date are denominated in foreign currency.
 B10.
Off Balance Sheet Financial Instruments

The Group did not have any financial instruments with off balance sheet risk at the date of issue of these interim financial statements.

B11.
Changes in Material Litigation

There was no material litigation at the date of issue of these interim financial statements.

B12.
Dividend Payable
No interim ordinary dividend has been recommended for the quarter under review.
B13.
EARNINGS PER SHARE

       
[image: image1.wmf]Current

Preceding

Current

Preceding

Year

Year

Year

Year

Quarter

Quarter

To date

To date

30/6/2006

30/6/2005

30/6/2006

30/6/2005

RM'000

RM'000

RM'000

RM'000

a) Basic 

    Net profit / (loss) attributable to equity holders

    of the parent

378

              

 

(588)

               

 

1,169

             

 

887

              

 

Weighted average number of 

    ordinary share in issue

48,092

        

 

48,092

           

 

48,092

           

 

48,092

        

 

    Basic earnings / (loss) per share

0.79

             

 

(1.22)

              

 

2.43

               

 

1.84

             

 

b) Diluted

    Net profit / (loss) attributable to equity holders

    of the parent

378

              

 

(588)

               

 

1,169

             

 

887

              

 

Weighted average number of 

    ordinary share in issue

48,092

        

 

48,092

           

 

48,092

           

 

48,092

        

 

        Weighted average number of unissued 

        shares (warrants & ESOS)

-

               

 

2,500

             

 

-

                 

 

2,500

           

 

Weighted average number of ordinary

shares for diluted earnings / (loss) per share

48,092

        

 

50,592

           

 

48,092

           

 

50,592

        

 

Fully diluted earnings / (loss) per share (sen)

0.79

             

 

(1.16)

              

 

2.43

               

 

1.75

             

 


By Order of the Board

Choong Wye Lin (MIA 16229)

Chan Sau Leng (MAICSA 7012211)

Joint Secretaries
Kuching, Sarawak.
29 August 2006
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				Current		Preceding		Current		Preceding

				Year		Year		Year		Year

				Quarter		Quarter		To date		To date

				30/6/2006		30/6/2005		30/6/2006		30/6/2005

				RM'000		RM'000		RM'000		RM'000

		a) Basic

		Net profit / (loss) attributable to equity holders

		of the parent		378		(588)		1,169		887

		Weighted average number of

		ordinary share in issue		48,092		48,092		48,092		48,092

		Basic earnings / (loss) per share		0.79		(1.22)		2.43		1.84

		b) Diluted

		Net profit / (loss) attributable to equity holders

		of the parent		378		(588)		1,169		887

		Weighted average number of

		ordinary share in issue		48,092		48,092		48,092		48,092

		Weighted average number of unissued

		shares (warrants & ESOS)		- 0		2,500		- 0		2,500

		Weighted average number of ordinary

		shares for diluted earnings / (loss) per share		48,092		50,592		48,092		50,592

		Fully diluted earnings / (loss) per share (sen)		0.79		(1.16)		2.43		1.75






