SM SUMMIT HOLDINGS BHD (Company No. 287036-X)

(Incorporated in Malaysia)


NOTES (BMSB REVISED LISTING REQUIREMENTS) TO THE QUARTERLY FINANCIAL STATEMENTS FOR THE FINANCIAL QUARTER ENDED 31ST DECEMBER 2005

1. Review of Results

The Group registered total turnover of RM8.85 million and profit before taxation and minority interest of RM70 thousand for the current financial quarter ended 31st December 2005 as compared to turnover of RM8.80 million and loss before taxation and minority interest of RM459 thousand respectively for the preceding year corresponding quarter. 

The Group’s current financial quarter turnover was higher by RM52 thousand as compare to the preceding year corresponding quarter.  The Compact Disc turnover was decreased by RM928 thousand due to the reduction in low margin export sales.  The Audio Cassettes turnover dropped by RM154 thousand as the overall cassettes demand is shrinking.  However the significant improvement in the Plastic Fabricated Parts turnover by RM1.13 million helped the Group to posted higher turnover.  The surge in grade A product sales to Australia market was the main contributor to the 39% improvement in Plastic Fabricated Parts turnover if compare to preceding year corresponding quarter.  

The Group’s returned to back with the profit before taxation of RM70 thousand in the current financial quarter as compare to the loss before taxation of RM459 thousand in the preceding year corresponding quarter.  The better result achieved at the Compact Disc business and Plastic Fabricated Parts business help the Group to improve the bottom line in the current quarter.  The ability of Compact Disc business to increase production quantity by 8.4% despite lower turnover registered helped to reduce the sub-con expenses by RM1.10 million.  It helped the business to turnaround in the operating environment of high material cost.  The Plastic Fabricated Parts business achieved impressive result in line with the higher turnover.  It’s was due to the success of the strategy to focus toward the premium market segment with better profit margin and therefore lured in higher turnover and better return.  The Plastic Fabricated Parts business returned to back with RM237 thousand profit before tax in current financial quarter as compared to the loss before taxation of RM301 thousand in the preceding year corresponding quarter.

The Board of Directors are not aware of any material factors, significant trend or event affecting the earnings of the Group which may have occurred between the end of the reporting period and the date of issue of this quarterly report other than the above mentioned factors. 

2. Materials Change in the Current Quarterly Results Compared to the Results of the Preceding Quarter
The group turnover was about unchanged as compared to previous quarter.  However the composition of turnover experienced changes as the Compact Disc business and Plastic Fabricated Parts business registered higher turnover by 3% and 2% respectively.  The Cassettes turnover dropped 27% as the overall demand of the product is shrinking.

Our group posted lower profit before taxation at RM70 thousand in the current quarter compare to RM331 thousand in the preceding quarter.  It was mainly due to lower profit before taxation at Plastic Fabricated Parts business.  Plastic Fabricated Parts business enjoyed favourable material price and therefore posted higher profit margin in the preceding quarter.  

3. Current Year Prospects
The prospect for the Group business should remain sound despite the severe competitions in the industry and the tough and challenging economic condition in the country. It’s based on the acceptance by the Malaysian population for usage of CD as a medium for entertainment, data storage and education purposes. Despite the challenging economic condition in the country, with the Government’s strong promotion of the Multimedia Super Corridor and of a knowledge and technology based economy, we should see continued demand for the products manufactured by the Group.

Barring any unforeseen circumstances, the Board of Directors expects the Group to perform satisfactorily in the coming financial quarters.

4. Variance of Actual Profit from Profit Guarantee
Not applicable.  

5. Taxation


Current Year Quarter

Current Year

To Date



31/12/2005

31/12/2005



RM’000

RM’000







Taxation comprises: -






Current taxation

304

625


Deferred taxation provision / (written back)

(111)         

(466)


Over/(Under) provision in respect of prior years

0        

      0



193

      159

The group effective taxation rate is higher than the statutory taxation rate prevailing in Malaysia mainly due to certain expenses were not allowable for taxation purposes and the timing difference between depreciation charges and capital allowances claimed.

6.
Sales of Investments and /or Properties

There was no other disposal of investments or properties for the current financial quarter except for the disposal of one and half storey intermediate terrace factory by a subsidiary company which resulted in a gain of RM109,750.

7.
Quoted Securities
There was no purchase or disposal of any quoted securities by the Group for the current financial quarter.

8.
Corporate Proposals

On 17 November 2005, the Company announced that it entered into a conditional Share Subscription Agreement with Serta Usaha Sdn Bhd (“SUSB”) for the proposed subscription of 8,500,000 new ordinary shares of RM1.00 each at an issue price of RM1.00 per share, representing 89.47% of the enlarged issued and paid-up share capital in SUSB for a cash consideration of RM8.5 million.  The Proposed Subscription is completed on 4 January 2006 and the payment was satisfied with the Group’s internal generated fund.

Other than the above, there were no corporate proposals as at 20th February 2006.

9. Group Borrowings 

Total Group borrowings as at 31st December 2005 are as follows: -



Short Term Borrowings (Less than 12 months)

Long Term Borrowings (More than 12 months)



RM’000

RM’000

Secured: -






Bank overdrafts

123

0  


Onshore Foreign Currency Loan

0

0


Bankers’ Acceptances

2,425

0


Hire Purchase Creditors

605

518


Total Borrowings:

3,153

518


The hire purchase is secured by the way of legal charges over the assets of the subsidiary companies and guaranteed by the Company or the director.  The bank overdraft, onshore foreign currency loan and bankers’ acceptances are secured by the way of corporate guarantee given by the company.

10. Financial Instruments with Off Balance Sheet Risk
The Group entered into forward foreign exchange contracts where appropriate to limit its exposure on foreign currency receivables.  The fair value of forward foreign currency contracts is the estimated amount in which the Group would expect to receive on the termination of the outstanding position arising from such contracts.  The fair value of such contracts is determined by reference to the spot rate on that date.  The settlement date of these contracts range between 1 to 3 months

The contracted amount and fair value of financial instruments not recognized in the balance sheet as at 13 February 2006 being a date not earlier than 7 days from the date of this report are:



Contracted
Fair



Amount
Value



RM’000
RM’000


Forward foreign exchange contracts 
1,432
1,428



========
========

The Group has no significant concentrations of credit and market risks in relation to the above off balance sheet financial instruments as the forward foreign exchange contracts are entered into with reputable financial institutions and are not used for speculative purposes.

11. Material Litigation
Neither SM Summit nor any of its subsidiaries are engaged in any litigation, either as plaintiff or defendant, which has a material effect on the financial position of the Group as at 20th February 2006 (the latest practicable date which shall not be earlier than 7 days from the date issue of this report).

12. Dividends
The Directors do not recommend the payment of any interim dividend for the financial quarter ended 31st December 2005.

13. Earnings Per Share: - 


Current Year Quarter 

Ended
Preceding Year Corresponding Quarter Ended
Current Year 

Period Ended
Preceding Year Corresponding Period Ended

31/12/2005
31/12/2004
31/12/2005
31/12/2004

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

Profit / (Loss) after taxation and extraordinary items attributable to shareholders of the company
(123)
(471)
(294)    
(1,642)



     



Earnings per share





(i)
Basic 
(0.31 sen)
     (1.18 sen)
  (0.74 sen)
    (4.11 sen)








(ii)
Fully diluted 
     N/A
       N/A
     N/A
      N/A
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