PERMAJU INDUSTRIES BERHAD

(Incorporated in Malaysia) – 379057-V

QUARTERLY REPORT FOR THE FINANCIAL QUARTER

ENDED 30TH SEPTEMBER 2007
---------------------------------------------------------------------------------

PART A – EXPLANATORY NOTES PURSUANT TO FRS 134
1. BASIS OF PREPARATION

The interim financial statements have been prepared on a historical basis.
The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31st December 2006.  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 2006.

2. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 31st December 2006 was not qualified.

3. COMMENTS ABOUT SEASONAL OR CYCLICAL FACTORS

This is not applicable to the interim financial statements under review.

4. UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE
Timber extraction from the timber concession that relates to the log purchasing rights of the Group was ordered to cease operation by the authority. This has caused the Group to forgo its rights to purchase the remaining commercial timber logs extractable but unlogged after August 2007.
An impairment review on the log purchasing rights by assessing the volume of the estimated extractable but unlogged timber logs in the timber concession has resulted in the recognition of impairment loss totalling RM30 million by the Group in the financial quarter under review.
5. MATERIAL CHANGES IN ESTIMATES

This is not applicable to the interim financial statements under review.

6. DEBTS AND EQUITY SECURITIES
There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities during the current quarter under review except that the Company bought back 2,355,800 of its issued ordinary shares from the open market at an average price of RM0.648 per share. The total consideration paid for the share buy back including transaction costs was RM1,531,000 and this was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965. Total number of shares bought back and held as treasury shares as at the end of the current quarter was 9,319,500.
7. DIVIDEND PAYMENT

There were no dividend payment since the last annual financial statements.
8. SEGMENT REPORTING

This is not applicable to the interim financial statements under review.

9. CARRYING AMOUNT OF REVALUED ASSETS

There were no assets carried at revalued amount as at the end of the financial quarter under review.
10. SUBSEQUENT EVENTS

There were no material events subsequent to the interim financial statements under review except that Cergazam Sdn Bhd, a wholly-owned subsidiary company of the Group entered into three Interim Chevrolet Retailer Agreements with Hicom-Chevrolet Sdn Bhd whereby Cergazam Sdn Bhd is appointed as an authorised Chevrolet retailer for three locations in Malaysia. Details of this matter are contained in the Company’s announcement dated 19th November 2007.
11. CHANGES IN COMPOSITION OF THE GROUP

Disposal Of Subsidiaries
The Group disposed of its 100% equity interest in three of its wholly-owned subsidiary companies namely Plantowin Enterprise Sdn Bhd, Prosper Summit Sdn Bhd and Billion Features Sdn Bhd during the financial quarter under review.
The disposals had the following effect on the financial position of the Group as at the end of the financial quarter under review :
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Timber concession rights 8,698,799    

Sundry receivables 68,805         

Cash and bank balances 135,823       

Sundries payables (8,975,218)   

Net liabilities disposed (71,791)        

Total disposal proceeds (898,000)      

Gain on disposals (969,791)      

Cash inflow arising on disposals :

Cash consideration representing cash

inflow of the Company 898,000       

Cash and cash equivalents of

subsidiaries disposed (135,823)      

Net cash inflow to the Group 762,177       

RM

Total disposal proceeds 898,000       

Less : Cost of investment in subsidiaries (6)                 

Gain on disposals of subsidiaries 897,994       

Thedisposalsofthesubsidiarieshadthefollowingeffectonthefinancialresultsofthe

Company for the financial quarter under review :



12. CHANGES IN CONTINGENT LIABILITIES OR CONTINGENT ASSETS

There were no changes in contingent liabilities or contingent assets of the Group since the last annual balance sheet date of 31st December 2006.

13. INTANGIBLE ASSETS

This represents the recoverable amount of intangible assets of the Group.
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30.09.2007 31.12.2006

RM'000 RM'000

Log purchasing rights 1,918       62,907    

Timber concession rights 20,186     26,489    

22,104     89,396    


The log purchasing rights is the exclusive rights granted to a subsidiary company to purchase all commercial timber logs extractable from a timber concession.

The timber concession rights is the exclusive rights granted to several subsidiary companies to extract and sell all commercial timber logs extractable from designated timber concession areas.
14. SHORT TERM INVESTMENT
This represents investment in unit trust funds.
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30.09.2007 31.12.2006

RM'000 RM'000

Quoted unit trust, at cost -         20,474   

Market value of unit trust -         20,494   


PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

15. REVIEW OF PERFORMANCE

The Group’s revenue for the current quarter ended 30th September 2007 decreased to RM55.83 million from RM96.27 million in the quarter ended 30th September 2006 while pre-tax profit decreased from RM6.19 million to pre-tax loss of RM28.65 million for the respective periods.
The significant decrease in revenue for the current quarter ended 30th September 2007 compared to the previous financial quarter ended 30th September 2006 is mainly attributable to lower volume and lower selling price on sales of logs.
The sharp decrease in pre-tax profit for the quarter ended 30th September 2007 compared to the previous financial quarter ended 30th September 2006 is resulting from the lower volume of log sales and provision for impairment loss on log purchasing rights amounted to RM30 million as disclosed in Note 4 above.
16. COMMENT ON MATERIAL CHANGES IN PROFIT BEFORE TAXATION

The Group’s loss before taxation for the current quarter ended 30th September 2007 of RM28,649,000 compared to profit before taxation in the preceding quarter ended 30th  June 2007 of RM2,017,000 represents a drastic decrease of RM30,666,000. The unfavourable variance is mainly attributable to the provision for impairment loss on log purchasing rights.
17. CURRENT YEAR PROSPECTS

As a result of the unexpected cessation of log extraction operation by the authority on the concession that relates to the log purchasing rights of the Group, the Directors anticipate that this would cause an unfavourable impact on the performance of the Group for the year.
18. PROFIT FORECAST OR PROFIT GUARANTEE

This is not applicable to the financial quarter under review.

19. INCOME TAX EXPENSE
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RM'000 RM'000 RM'000 RM'000

Income tax 2,706       4,609      10,882     11,262   

Deferred tax (11,068)    (4,412)     (17,358)    (9,949)    

(8,362)      197         (6,476)      1,313     

3 months ended 9 months ended


20. SALE OF UNQUOTED INVESTMENTS AND PROPERTIES

There were no sales of unquoted investments and properties for the financial quarter under review.

21. PURCHASE AND DISPOSAL OF QUOTED SECURITIES

There were no purchase and disposal of quoted securities for the financial quarter under review.
22. CORPORATE PROPOSALS

There were no corporate proposals announced but not completed as at the date of this announcement. 
23. BORROWINGS
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30.09.2007 31.12.2006

RM'000 RM'000

Short term borrowings

Bank overdraft 6,714      8,596     

Term loans - 133        

Hire purchase payables - 10          

6,714      8,739     


All borrowings are secured.


24. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no off balance sheet financial instruments as at the date of this announcement.

25. CHANGES IN MATERIAL LITIGATION

As disclosed during the quarter ended 31st March 2007, the Company was named one of the defendants in a civil suit initiated by Jubilee bin Karonoh against Ahmad bin Patong. There has been no new developments on the legal matter since the filing of a Memorandum of Appearance by the Company in May 2007.
As at 23rd November 2007, there were no changes in material litigation since the last annual balance sheet date of 31st December 2006, except as disclosed above.
26. DIVIDEND PAYABLE
No interim ordinary dividend has been declared for the financial period ended 30th September 2007 (30th September 2006: Nil).

27. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit / (loss) for the period by the weighted average number of ordinary shares in issue during the period.
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Net profit/(loss) for the period (RM'000) (20,287)    5,989       (16,304)    15,002    

Weighted average number of

ordinary shares in issue ('000) 209,013   216,429   213,243   216,429  

Basic earnings per share (sen) (9.7)          2.8           (7.6)          6.9          

3 months ended 9 months ended


The basic earnings per share is not subject to dilution as there is no dilutive effect of any potential ordinary shares.

28. AUTHORISATION FOR ISSUE

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 30th November 2007.
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		Timber concession rights												8,698,799

		Sundry receivables												68,805
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		Sundries payables												(8,975,218)

		Net liabilities disposed												(71,791)

		Total disposal proceeds												(898,000)

		Gain on disposals												(969,791)
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		The disposals of the subsidiaries had the following effect on the financial results of the Company for the financial quarter under review :
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		Total disposal proceeds												898,000

		Less : Cost of investment in subsidiaries												(6)

		Gain on disposals of subsidiaries												897,994
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		Short term borrowings

		Bank overdraft								6,714				8,596

		Term loans								-				133

		Hire purchase payables								-				10

										6,714				8,739
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										RM'000				RM'000

		Quoted unit trust, at cost								- 0				20,474

		Market value of unit trust								- 0				20,494






