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1. BASIS OF PREPARATION

The interim financial report, which is unaudited has been prepared in accordance with the requirements of Chapter 9, Continuing Disclosure, Paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“ Bursa Securities”) and in compliance with Financial Reporting Standard (“FRS”) 1342004, Interim Financial Reporting issued by the Malaysian Accounting Standards Board (MASB), and should be read in conjunction with the Group’s annual audited financial statements for the year ended December 31, 2005.
The interim financial report contains condensed consolidated financial statements and selected explanatory notes which provide an explanation of the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended December 31, 2005. The condensed consolidated interim financial report and explanatory notes thereon do not include all of the information required for full set of financial statements prepared in accordance with FRSs. 
2. CHANGES IN ACCOUNTING POLICIES

The significant accounting policies and methods of computation adopted by the Group for the preparation of the interim financial report are consistent with those adopted in the annual financial statements for the year ended December 31, 2005, except for the adoption of the new and revised Financial Reporting Standards (”FRSs”) issued by the MASB that are relevant to the Group’s operations and effective for accounting periods beginning on January 1, 2006.
The principal impact of the changes in accounting policies resulting from the adoption of these new and revised FRSs are disclosed as below:
(a) FRS 101: Presentation of Financial Statements
The current period’s presentation of the Group’s interim financial statements is based on the revised requirements of FRS 101. The standard requires an entity to present assets and liabilities in order of liquidity only when a liquidity presentation provides information that is reliable and is more relevant than current/ non-current presentation. This standard also requires disclosure, on the face of the statement of changes in equity, the total recognized income and expense for the period (including amounts recognized directly in equity). 

(b) FRS 140: Investment Property

With the adoption of FRS 140, the Group’s properties which are held to earn rental and previously included under property, plant and equipment and carried at valuation less accumulated depreciation are classified and accounted for as investment properties. Investment properties are now presented as a separate line item on the face of the Balance Sheet and are stated at fair value. Gains or losses arising from the changes in the fair values of the investment properties are recognised in profit or loss in the period in which they arise. In accordance with the transitional provisions of FRS 140, the Group has applied this change in accounting policy prospectively from January 1, 2006 and therefore the change has had no impact to the retained earnings and reserves of the Group as of December 31, 2005. Instead, the changes have been accounted for by adjusting the revaluation surplus for investment properties amounting to approximately RM3.636 million, previously included in the revaluation reserve to the opening balance of retained earnings at the earliest period presented in the statement of changes in equity and by restating the balance sheet presentation as of December 31, 2005 as illustrated below:

	
	Previously stated
	Effect of changes in accounting policy
	Restated

	
	RM’000
	RM’000
	RM’000

	Balance sheet as of December 31, 2005 

   Non current assets          
	
	
	

	      Property, Plant and Equipment
	49,465 
	(9,843) 
	39,622

	      Investment Properties
	-
	 9,843
	9,843

	
	
	
	

	
	
	
	


3.
AUDITORS’ 
REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS
The auditors’ report on the audited financial statement for the year ended December 31, 2005 was not subject to any qualification.

4.
SEASONAL OR CYCLICAL FACTORS

The cyclical nature of the manufacturing sector is generally correlated to the global economy and is normally seasonal with demand peaking at the year-end festive seasons. 

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 current quarter and financial period-to-date because of their nature, size or incidence except as disclosed in Note 2.
6.
CHANGES IN ESTIMATES

There were no material changes in estimates of amount reported in either the prior interim periods or prior financial years that have had material effect in the current quarter and financial period-to-date results.
7.
DEBT AND EQUITY SECURITIES
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities except for the following:

During the financial period ended March 31, 2006, the Company issued 448,000 new ordinary shares of RM1 each for cash pursuant to the Employees’ Share Option Scheme (“ESOS”) of the Company at an exercise price of RM1.70 per ordinary share.

8.
DIVIDEND PAID
The Company did not pay any dividend to its shareholders during the financial period ended March 31, 2006.
9.
SEGMENT REVENUE AND RESULTS

	Segments
	Manufacturing
	Trading
	Others
	Elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	

	External  sales
	            48,985
	       8,317
	         -
	         -
	57,302

	Inter-segment  sales
	              3,439
	              5
	32
	(3,476)
	-

	
	            52,424
	  8,322
	32
	(3,476)
	57,302

	
	
	
	
	
	

	Results
	
	
	
	
	

	Profit before tax
	              5,650
	         241
	       (793)
	     (301)     
	 4,797

	 Income tax expense
	             (1,128)
	   (71)
	         -
	         -
	  (1,199)

	  Profit for the period
	              4,522
	        170
	  (793)
	 (301)
	3,598


Inter-segment pricing is determined based on a negotiated basis.

10.
REVALUATION OF PROPERTY, PLANT AND EQUIPMENT

The valuations of land and buildings have been brought forward without amendment from the previous annual financial statements for the year ended December 31, 2005.
11.
MATERIAL POST BALANCE SHEET EVENTS

There are no material events subsequent to the end of the current quarter that requires adjustment to, or disclosure in the financial statements for the financial period ended March 31, 2006 except for the dividend received by the Company from its foreign subsidiary company amounting to approximately RM5.192 million on April 4, 2006. This dividend was paid out of a foreign subsidiary company’s profit earned prior to the acquisition and thus was treated as a return of part of Company’s investment in this subsidiary and was accounted for as a reduction in the cost of investment.
12.
CHANGES IN THE COMPOSITION OF THE GROUP

There was no change in the composition of the Group for the current quarter and financial period-to-date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

13.
CONTINGENT LIABILITIES 

As of March 31, 2006, the Company is contingently liable to the extent of RM4 million in respect of guarantees given to certain banks and financial institutions for banking facilities granted to and utilised by its subsidiary companies.


As of March 31, 2006, there were obligations and contingent liabilities for the Group resulting from the issuance of letter of guarantee on a foreign subsidiary company’s import duties by a banker amounting to approximately RM0.276 million.  
14.
REVIEW OF PERFORMANCE
The Group recorded a 50.6% revenue growth by achieving revenue of RM57.302 million for this quarter ended March 31, 2006 as compared to RM38.058 million posted in the last corresponding quarter. The growth in the Group’s revenue was mainly contributed by the higher demand on Contract Electronics Manufacturing Services, Wire and Cable Manufacturing and Trading activities. Besides, the new manufacturing division in Thailand has also contributed of approximately RM5.4 million to the revenue of this current quarter. 
In tandem with the higher revenue recorded for this quarter, the Group has registered a profit before tax of RM4.797 million, showing an improvement of RM2.80 million or 140.21% as compared to RM1.997 million as recorded in the preceding year corresponding quarter. 

15.
COMPARISON WITH IMMEDIATE PRECEDING QUARTER’S RESULTS
The Group’s revenue and profit before tax for the current quarter decreased by RM2.48 million or -4.15% and RM3.99 million or -45.44% respectively as compared to the immediate preceding quarter. The decrease of revenue was mainly due to the cyclical nature of the manufacturing sector that will normally peak at the second half of the year. While the drop of profit before tax was mainly due to unfavorable product mix in Contract Electronics Manufacturing activities, the drastic increasing of the cost of copper and PVC materials used in the Wire and Cable Manufacturing activities and also the short of investment income.
16.
CURRENT YEAR PROSPECTS
Barring any unforeseen circumstances, the Group’s performance is expected to remain positive with the continuous efforts to undertake some new business negotiations and upgrade the engineering capacities, manufacturing facilities and technical know-how to provide more valuable services to customers. 
17.
VARIANCE ON PROFIT FORECAST

Not applicable as no profit forecast was published.

18.
INCOME TAX EXPENSE
	
	3 Months Ended
	Period Ended

	
	31.03.2006
	31.03.2005
	31.03.2006
	31.03.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	           Income tax in respect of: 
	
	
	
	

	Current period
	1,227 
	736
	1,227 
	736

	           Deferred tax Income
	(28)
	(23)
	(28)
	(23)

	
	
	
	
	

	
	1,199
	713
	1,199
	713

	
	
	
	
	


The Group’s taxation for the current quarter and financial period-to-date reflects an effective tax rate which is lower than the statutory income tax rate mainly due to certain income which is not taxable and incentives enjoyed by the foreign subsidiary in Thailand under Investment Promotion Act of Thailand B.E. 1977 in which income derived from Board of Investment operations is entitled to corporate income tax exemption. 
19.
SALES OF UNQUOTED INVESTMENTS AND PROPERTIES

There was no sale of unquoted investment and/or property for the current quarter and financial period-to-date.

20.
QUOTED SECURITIES

There was no purchase or disposal of quoted securities by the Group for the current quarter and financial period-to-date.  
21.
STATUS OF CORPORATE PROPOSALS ANNOUNCED

There were no corporate proposals announced but pending completion as at the date of this interim financial report. 

22.
GROUP BORROWINGS AND DEBT SECURITIES
There were no borrowings and debt securities as of March 31, 2006 except for short-term banker acceptance amounted to RM4 million. The bank borrowings are all unsecured and denominated in local currency. 

23.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

There was no financial instrument with off balance sheet risk as at the date of this interim financial report.

24.
CHANGES IN MATERIAL LITIGATION

Save as disclosed below, the Group is not engaged in any material litigation, claims or arbitration either as plaintiff or defendant, and the Directors do not have any knowledge of any proceedings, pending or threatened, against the Group or of any facts likely to give rise to any proceedings which might materially affect the financial position or business of the Group:

(a) On December 26, 2001, Pan-International Electronic (Malaysia) Sdn. Bhd. (PIESB) commenced legal proceeding against Inter-Network Multimedia Solutions Sdn. Bhd. (IMS) to recover the sum of Ringgit Malaysia Eight Hundred Forty Eight Thousand Five Hundred Thirty Eight and Sen Fifty Only (RM848,538.50) for goods sold and delivered to and stock kept for the defendant, IMS.  PIESB had on June 19, 2002 obtained summary judgement against the defendant. The defendant has since approached PIESB to discuss settlement of the judgement sum and has began to settle part of the judgement sum. The Board is of the opinion that there is a fair chance that both parties will reach an agreement on the settlement of the judgement sum. Until the date of this interim financial report, IMS has made payment of RM114,524.74.
(b) PIESB had on October 24, 2002 commenced legal action against Xircom Operations (M) Sdn. Bhd. (Xircom) to claim the sum of Ringgit Malaysia Five Million Nine Hundred Fifty Seven Thousand Three Hundred Sixteen and Sen Twenty Only (RM5,957,316.20) for damages arising from the breach of contract to purchase goods and wrongful set-off of payment. Xircom has applied to the court for the case to be referred to arbitration. Xircom’s application for stay of proceeding and PIESB’s application to set down preliminary issue down for trial and the security for costs from Xircom has been fixed on November 21, 2006. The Board is advised by the Company’s solicitor that PIESB has a reasonable chance to succeed in the claim.
(c) Pan International Electronics (Thailand) Co., Ltd. (PIT) had on December 30, 2003 commenced legal action against Delta Electronics (Thailand) Public Company Limited (Black case no.: 1797/2546(2003)) to claim the sum of Baht13,559,759 (equivalent to approximately RM1,288,177) for the compensation damages as a result of the cancellation of purchase orders by Delta. The case is now pending in the Samutprakarn Provincial Court which is a court of first instance and the hearing date has been fixed by the Court on May 24 to 26, 2006. The Board is advised by the solicitor of PIT that the Company has a reasonable chance to succeed in the claim.

25.
DIVIDEND

The following Dividends for the year ended December 31, 2005 has been declared and approved by the Company’s shareholders:
(a)
A Special Dividend of 6 sen per share tax exempt; and 
(b)
A First and Final Dividend of 12 sen per share less income tax at 28%
The above dividends will be paid on June 13, 2006 to depositors registered in the Record of Depositors on May 26, 2006.

26.
BASIC EARNINGS PER ORDINARY SHARE

Basic earnings per ordinary share

The calculation of basic earnings per ordinary share for the current quarter ended March 31, 2006 is based on the net profit attributable to the ordinary shareholders of RM3.598 million divided by the weighted average number of ordinary shares in issue outstanding during the quarter of 62,125,101 which is calculated as follows:

	Weighted average number of ordinary shares in issue
	
	

	
	
	

	Issued ordinary shares at beginning of the period
	
	 62,046,000

	
	
	

	Effect of the exercise of Employees’ Share Option Scheme
	
	              79,101

	
	
	

	Weighted average number of ordinary shares in issue
	
	    62,125,101


Fully diluted earnings per ordinary share

The calculation of diluted earnings per ordinary share for the current quarter ended March 31, 2006 is based on the net profit attributable to the ordinary shareholders of RM3.598 million divided by the weighted average number of ordinary shares outstanding during the quarter of 62,471,905 which is calculated as follows:
	Weighted average number of ordinary shares (diluted)
	
	

	
	
	

	Weighted average number of ordinary shares in issue 
	
	62,125,101

	
	
	

	ESOS:
	
	

	No. of unissued shares
	
	1,550,000

	No. of shares that would have been issued at fair value
	
	(1,203,196)

	
	
	

	Weighted average number of ordinary shares (diluted)
	
	62,471,905



