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

(Incorporated in Malaysia)


NOTES (IN COMPLIANCE WITH FRS 134) TO THE QUARTERLY FINANCIAL STATEMENTS FOR THE FINANCIAL PERIOD ENDED 30TH JUNE 2006.

1. Basis of Preparation

The Quarterly Report is prepared under the historical cost convention except for the revaluation of freehold and leasehold land and buildings included within property, plant and equipment. 

The Quarterly Report is prepared in accordance with FRS 134 “Interim Financial Reporting” and Chapter 9 part K of the Listing Requirement of Bursa Malaysia Securities Berhad (“BMSB”).

The Quarterly Report should be read in conjunction with the audited financial statements for the year ended 31st March 2006. These explanatory notes attached to the Quarterly Report 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 March 2006.

2.
Changes in Accounting Policies 

All significant accounting policies adopted in the preparation of the quarterly financial statements are consistent with those of the audited financial statements for the year ended 31st March 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1st April 2006:

FRS 3
Business Combinations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110 
Events after the Balance Sheet Date

FRS 116 
Property, Plant and Equipment

FRS 121 
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of FRS 102, 108, 110, 121, 127, 132 and 133 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 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortisation. 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. Prior to 1 January 2006, goodwill was amortised on a straight-line basis over its useful life of twenty years. The transitional provisions of FRS 3, however, have required the Group to eliminate at 1st April 2006 the carrying amount of the accumulated amortisation of RM372,000 against the gross amount of goodwill of RM1,110,000. The carrying amount of goodwill as at 1st April 2006 of RM738,000 ceased to be amortised. This has the effect of reducing the amortisation charges by RM19,000 in the current quarter. 

(b) FRS 101: Presentation of Financial Statements

The adaptation of the revised FRS 101 has affected the presentation of minority interest, and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are 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 of equity, total recognised 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 requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(c)
FRS 116: Property, Plant and Equipment

The adoptions of the above FRS do not have significant financial impact on the Group except for the reclassification of a freehold land and building to investment property (please refer to Note (d)). 

(d)
FRS 140: Investment Property

With the adoption of the new FRS 140, properties held for rental or capital appreciation have been reclassified to investment properties. Prior to 1st April 2006, these properties were classified under Property, Plant and Equipment in the balance sheet.

The above change in accounting policy has been accounted for prospectively and in accordance with the transitional provision of FRS 140, the Group has made the following reclassifications in the opening balance sheet:



As previously 



Balance Sheet
reported
Effect
As restated

As at 1st April 2006
RM’000
RM’000
RM’000

Property, plant & equipment
45,304
(17,822)
27,482

Investment property
-
17,822
17,822

3.
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the year ended 31st March 2006 was not qualified.

4.
Segmental Information

The Group is organized into three main business segments:

· Replication of compact discs

· Duplication of audio cassettes

· Manufacturing of Plastic fabricated parts

Other operations of the Group mainly comprise investment holding and property rental business, 

neither of which is of a sufficient size to be reported separately. 

Inter-segment sales comprise sales of compact discs and fabricated plastics on an arms length basis. 

Primary reporting format – business segments

Current quarter ended

30th June 2006
Replication of Compact Discs

RM’000
Duplication of Audio Cassette

RM’000
Plastic Fabricated Parts

RM’000
Others

RM’000
Group

RM’000








Sales






Total sales
4,231 
292
3,187 
180 
7,890

Inter-segment sales
0 
0 
(130)
0 
(130)

External sales
4,231
               292
3,057
180
7,760

 






Results






Segment result
26
0
138
(40)
124

Unallocated costs
 
 
 
 
0 

Profit from operations




124

Finance cost
(5)
0 
(85)
0
(90)

Profit from ordinary activities before tax




34

Tax
0
4
0
0
4

Profit after tax




38

Minority Interest
0
0
0
1
1

Net profit for the quarter




39

Preceding year corresponding quarter ended 30th June 2005
Replication of Compact Discs

RM’000
Duplication of Audio Cassette

RM’000
Plastic Fabricated Parts

RM’000
Others

RM’000
Group

RM’000








Sales






Total sales
3,774
388 
3,804 
0 
7,966

Inter-segment sales
0
0 
(172)
0 
(712)

External sales
3,774 
388 
3,632 
0 
7,794 








Results






Segment result
(176)
(35)
(188) 
(46)
(445)

Unallocated costs
 
 
 
 
(19) 

Operating Profit




(464)

Finance cost
0 
0 
(72)
0 
(72)

Profit from ordinary activities before tax




(536)

Tax
63
2
0 
0
65

Net loss for the quarter




(471)








Cumulative current quarter ended 30th June 2006
Replication of Compact Discs

RM’000
Duplication of Audio Cassette

RM’000
Plastic Fabricated Parts

RM’000
Others

RM’000
Group

RM’000








Sales






Total sales
4,231
292
3,187
180
7,890

Inter-segment sales
0 
0 
(130) 
0 
(130)

External sales
4,231
            292
3,057 
180 
7,760 








Results






Segment result
26
0
138
(540) 
124

Unallocated costs
 
 
 
 
0 

Profit from operations




124

Finance cost
(5) 
0 
(85)
0 
(90)

Profit from ordinary activities before tax




34

Tax
0
4
0
0
4

Profit after tax




38

Minority Interest
0
0
0
1
1

Net profit for the quarter




39

Cumulative preceding year corresponding quarter ended 30th June 2005
Replication of Compact Discs

RM’000
Duplication of Audio Cassette

RM’000
Plastic Fabricated Parts

RM’000
Others

RM’000
Group

RM’000








Sales






Total sales
3,774 
388 
3,804 
0 
7,966 

Inter-segment sales
0
0 
(172)
0 
(172)

External sales
3,774 
388 
3,632 
0 
7,794 








Results






Segment result
(176)
(35) 
(188) 
(46)
(445)

Unallocated costs
 
 
 
 
(19) 

Operating Profit 
 



(464)

Finance cost
0 
0 
(72)
0 
(72)

Profit from ordinary activities before tax
 



(536)

Tax
63
2
0 
0
65

Net loss for the quarter
 



(471)

5.
Unusual Items due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial quarter except as disclosed in Note 2. 

6.
Changes in Estimates

There was no material change to estimates of amounts reported in prior quarterly reports or prior financial years.

7.
Comments about Seasonal or Cyclical Factors
The Group’s performance is not affected by any seasonal or cyclical factors.

8.
Dividend Paid

No dividend was paid out during the financial quarter ended 30th June 2006.

9. Carrying Amount of Revalued Assets

The valuation of property, plant and equipment has been brought forward without any amendment from the previous annual financial statements. 

10.
Debt and Equity Securities

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities by the Group for the current financial period to date.

11.
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations other than mentioned below:

The Company completed the acquisition of 40% equity interest in Giga Gates Sdn Bhd on June 2006. Its result has not been equity accounted into the accounts of the Group for this quarter because it is deemed immaterial to the Group results.



12.
Contingent Liabilities

The contingent liabilities of the Group as at 23rd August 2006 amounted to RM5,792,455 (31st March 2006: RM3,858,000) represent corporate guarantees given by the Company for banking facilities extended to subsidiary companies and corporate guarantee to the subsidiary company trade creditor balance for the purchases of the raw materials.  The movement in balances is mainly due to the higher purchases of raw materials made by the Group during the financial period.
13. 
Material Events Subsequent to the End of the Interim Period 

There was no material event subsequent to the end of the current financial quarter as at 23rd  August 2006 (the latest practicable date which shall not be earlier than 7 days from the issue date of this report).
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