OCI BERHAD (95161-H)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED  30 SEPTEMBER 2006
PART A – EXPLANATORY NOTES IN COMPLIANCE WITH FINANCIAL REPORTING STANDARD (FRS) 134 – INTERIM FINANCIAL REPORTING

1.
Basis of Preparation and Consolidation
The interim financial report is unaudited and has  been prepared in accordance with  FRS 134 – “Interim Financial Reporting” and Paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

The  interim financial report has been prepared based on accounting policies and methods of computation that are consistent with those adopted in the preparation of annual audited financial statements for the year ended 30 June 2006 except for the adoption of the following new/revised FRS, where applicable to the Group, effective for  the  financial period beginning 1 July 2006:-

FRS 2 

Shares-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 Accounting  Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant & Equipment

FRS 117
Leases

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 Statements: Disclosure and Presentation

FRS 133 
Earnings per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140 
Investment Property

Other than as explained in the foregoing paragraph, the adoption of new/revised FRS does not have significant financial impact to the Group. The presentations of the financial statements of the Group for the current period conforms to the revised requirement of FRS 101.

2. Preceding Audited Financial Statements
The Auditors had expressed a modified opinion with emphasis on the Company’s going concern for the financial year ended  30 June 2006.
3.
Seasonal or Cyclical Operations
There were no significant factors of such nature affecting the Group’s operation for the interim financial period ended 30 September 2006.

4.
Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual  items during the reporting quarter which affect the assets, liabilities, equity, net income or  cash flow of the Group.

5.
Changes in Estimates

There were no material changes in estimates of amounts reported in the interim periods of the current financial year or prior years that have a material effect in the current quarter.

6.
Changes in Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity security during the reporting quarter. 

7.
Dividend Paid

There were no dividends declared or paid by the Company during the current interim period.
8.
Segmental Reporting

a) Analysis by industry segments :


	
	Ended 30 September 2006
	
	Ended 30 September 2005

	
	Revenue
	Operating 
	Total Assets
	
	Revenue
	Operating 
	Total  Assets

	
	
	Loss
	
	
	
	Profit/(Loss)
	

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

	
	
	
	
	
	
	
	

	Manufacturing
	 15,742
	        (135) 
	        84,696
	
	 18,348
	         755
	      127,533

	
	 
	 
	 
	
	 
	 
	 

	Trading and others
	      9,131
	           (75)
	        26,009 
	
	    13,839    
	         130
	        37,863 

	
	 
	 
	 
	
	 
	 
	 

	
	      24,873        
	          (210)  
	      110,705
	
	   32,187         
	         885
	       165,396 


 b) Analysis by geographical locations :

	
	Ended 30 September 2006
	
	Ended 30 September 2005

	
	Revenue
	Operating 
	Total Assets
	
	Revenue
	Operating 
	Total  Assets

	
	
	Loss
	
	
	
	Profit/(Loss)
	 

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

	
	
	
	
	
	
	
	

	Malaysia
	  21,797
	           (257)
	      108,366
	
	  24,870
	          852
	       145,686

	
	 
	 
	 
	
	 
	 
	 

	Outside Malaysia
	      3,076  
	              47
	          2,339
	
	     7,317    
	            33
	          19,710

	
	 
	 
	 
	
	 
	 
	 

	
	    24,873       
	           (210)  
	       110,705
	
	   32,187        
	           885 
	        165,396


9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.
10.
Subsequent Events

There is no material event subsequent to the end of the current quarter, which has not been reflected in the financial statements for the current period.

11.
Changes in the Composition of the Group

There were no material changes in the composition of the Group during the financial period other than the divestment of its entire 51% equity interest in Tongyong Resin Chemical Industry Co. Ltd (Fujian, China).  

As at financial period ended 30 September 2006, the Group had collected proceeds  from the divestment of  USD1,077,857  (RM4,042,193).

12.
Contingent Liabilities or Contingent Assets
There were no changes in the contingent liabilities since the last balance sheet date to the date of the interim financial period ended 30 September 2006.

13.
Capital Commitment

There was no capital commitment for the interim financial period ended 30 September 2006.

PART B -ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD’S  LISTING REQUIREMENT

1.
Review of Performance

The Group’s revenue and loss before taxation for financial period ended 30 September 2006 were RM24.9 million and  RM0.2 million respectively compared to revenue of RM32.2 million and profit before taxation of RM0.9 million recorded in the corresponding quarter in last financial year. The decrease in revenue was mainly attributed to the lower revenue achieved by some of its subsidiaries as well as the  disposal of its subsidiary, Tongyong Resin Chemical Industry Co. Ltd (Fujian, China) on 24 January 2006 which contributed RM3.3 million for the financial period ended 30 September 2005.
The results for the current financial period under review have not been affected by any transaction or event of a material or unusual nature.
2.
Comparison with the Immediate Preceding Quarter’s Results
For the first quarter ended 30 September 2006, the Group registered a loss before tax of RM0.2 million as compared to a profit before tax of RM0.9 million of the 

preceding quarter as a result of the rising interest rates and increasing of fuel prices which affected the cost of doing business. 

3.
Current Year Prospects

Barring any unforeseen circumstances coupled with a more favourable operating environment and the Group-wide rationalisation exercise carries out by the Group to improve its financial performance, the Group is cautiously optimistic of a better performance in the coming year. However, the Group will remain cautious and expect year 2007 to be a very challenging year.  

4.
Profit Forecast and Profit Guarantee


No profit guarantee / forecast was issued during the period.
5.
Taxation

The tax figures comprised :-





                         




	
	
	
	30 September

	
	
	
	2006
	
	2005

	
	
	
	RM'000
	
	RM'000

	
	
	
	
	
	

	Income tax
	
	
	 142
	
	  402

	Under provided in prior year 
	
	
	    -
	
	      -

	Deferred tax 
	
	
	 400
	
	      -

	
	
	
	 542
	
	    402


6.
Profit on Sale of Investments and/or  Properties
The Company disposed off its entire 51% equity interest in Tongyong Resin Chemical Industry Co. Ltd. (Fujian, China) on 24 January 2006. Upon completion of the disposal on 23 January 2007, the expected loss on disposal will be RM0.7milion. 

7.
Purchases and Disposal of  Quoted securities
There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.
8.
Status of Corporate Proposals
There was no corporate proposal announced as at the date of this interim report but pending completion.

9. 
Group Borrowings
	
	30 September 2006

	
	 Secured 
	
	 Unsecured 
	
	 Total 

	
	 (RM’000) 
	
	 (RM'000) 
	
	 (RM'000) 

	
	
	
	
	
	

	Short Term Borrowings
	          35.2
	
	         20.5
	
	        55.7

	Long Term Borrowings
	    11.8
	
	    5.7
	
	        17.5

	Total Borrowings
	    47.0
	
	  26.3
	
	73.2   


	
	30 September 2005

	
	 Secured 
	
	 Unsecured 
	
	 Total 

	
	 (RM’000) 
	
	 (RM'000) 
	
	 (RM'000) 

	
	
	
	
	
	

	Short Term Borrowings
	          46.3
	
	          21.5
	
	           67.8

	Long Term Borrowings
	    13.8
	
	      7.6
	
	     21.4

	Total Borrowings
	   60.2
	
	    29.1
	
	     89.2


              All the above borrowings are denominated in Ringgit Malaysia.

10.
Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of this quarterly report.
11.
Material Litigation

There were  no material litigation pending at the date of this report.
12.
Dividend
The Board of Directors does not recommend any interim dividend in respect of the interim period ended 30 September 2006.
13.
Earnings Per Share 

Basic loss per share of the Group are calculated by dividing the net loss for the period by the  number of ordinary shares in issue during the year. 

	
	
	3 months ended 
30 September

	
	
	2006
	
	2005

	
	
	
	
	

	 (Loss)/profit attributable to oridinary equity holder of the parent (RM'000)
	
	        (373) 
	
	           496

	Weighted average number of ordinary shares in issue (‘000)
	
	      43,148
	
	       43,148

	Basic (loss)/profit per share (sen)
	
	        (0.86)        
	
	           1.15  

	
	
	
	
	


No diluted earnings per share was calculated as there is no financial instruments in    issue with share option exercisable in future.
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