GOLSTA SYNERGY BERHAD (Company No. 484964-H)
QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 30 SEPTEMBER 2006 


NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Basis of Preparation

The interim financial report is unaudited but has been reviewed by the External Auditor and has been prepared in accordance with the requirements of Financial Reporting Standard FRS 1342004 “Interim Financial Reporting” issued by the Malaysian Accounting Standard Board (“MASB”) and paragraph 9.22 and Appendix 9B of the Listing Requirements of the Bursa Malaysia Securities Berhad. It should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 December 2005.

The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to the understanding of the changes in the financial position and performance of Company since the financial year ended 31 December 2005.

The MASB has issued a total of 39 Financial Reporting Standards and other Interpretations (hereinafter referred to as “FRSs”) which were enacted and out of which 35 FRSs had been effected for financial statements commencing on and before 1 January 2006. The Group has opted for the early adoption of 2 FRSs for which the effective date is 1st October 2006, i.e. FRS 117 and FRS 124.

Other than as explained in the foregoing paragraph and disclosed under Note A1(a), the accounting policies and methods of computation adopted by the Group in these quarterly financial statements are consistent with those adopted in the most recent annual audited financial statements for the year ended 31 December 2005.

A1 (a)

The adoption of the FRSs have resulted in changes to the Group’s accounting policies in the following areas that have affected the amounts reported for the current period. They are as follows:


FRS 3 : Business Combination

· Under the FRS 3, negative goodwill which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition, is now recognized immediately to the income statement. Prior to 1 January 2006, negative goodwill was not amortised. 


Goodwill acquired in a business combination is now restated as intangible assets. The Group ceased amortisation of goodwill since 1 January 2006. Instead, goodwill is now tested annually for impairment. Any impairment loss is recognised in the income statement. No impairment loss on goodwill has been recognised in the quarter under review.


FRS 117: Leases

· The leasehold land has been reclassified from property, plant and equipment to intangible assets at prepaid interest in land.  As allowed by the transitional provision of the FRS 117, the unamortized revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid interest in land.

FRS 140: Investment Property

· In compliance with FRS 140, the Group has reclassified the properties held for capital appreciation, which had previously classified as property, plant and equipment, as investment properties. The Group has chosen the fair value model to measure all these investment properties. Gains or losses arising from changes in the fair values of investment properties are included in the income statement for the period in which they arise. 

The adoption of FRSs has no significant financial impact on the Group.

The following comparatives amounts have been restated due to the adoption of the FRSs stated above:

	As at December 31, 2005
	As previously reported
	Effect of reclassification
	As restated

	
	RM’000
	RM’000
	RM’000

	Property, plant and equipment
	36,606
	(11,214)
	24,792

	Prepaid interest in land
	-
	9,114
	9,114

	Investment properties
	-
	2,100
	2,100

	Goodwill on consolidation
	1,316
	(1,316)
	-

	Retained earnings
	(740)
	10
	(730)

	Intangible assets
	-
	1,326
	1,326


A2.
Audit Report of Preceding Annual Financial Statements

The audit report of the Group’s most recent annual audited financial statements for the year ended 31 December 2005 was not qualified.
A3.
Seasonal or Cyclical Factors
There were no material seasonal or cyclical factors affecting the performance of the Group for the financial period under review.

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the financial period under review.

A5.
Changes in Estimates

There were no changes in estimates of amounts reported in prior quarters of the current financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter.
A6.
Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt or equity securities for the financial period under review.

A7.
Dividend Paid

There were no dividends paid during the quarter ended 30 September 2006.

A8.
Segment Revenue and Results
The Group’s primary basis of segment reporting is base on business segments.

The analysis of results by business activities for the current financial year to date ended 30 September 2006 is as follows:

	
	Revenue

RM ‘000
	
	Operating Profit/(Loss)

Before Taxation

RM ‘000

	
	
	
	

	Design and manufacture of machinery
	7,089
	
	435

	Process and trading of rubber
	61
	
	(157)

	Other operating income
	-
	
	66

	
	7,150
	
	344


A9.
Valuation of property, plant and equipment

The property, plant and equipment have been brought forward from the annual financial statements without any amendment to its valuation.

A10.
Material Events Subsequent to the End of Reporting Period
There have been no material events as at 21 November 2006 that have not been reflected in the financial statements for the current period.

A11.
Changes in composition of the Group

There have been no changes in composition of the Group during the period under review.

A12.
Changes in Contingent liabilities/Contingent assets
As at 21 November 2006, other than those disclosed below, there have been no changes in the contingent liabilities/assets since the last annual balance sheet date. 

	
	RM’000

	Trade purposes
	80


A13.
Capital commitment

There is no capital commitment as at 30 September 2006.

ADDITIONAL INFORMATION REQUIRED BY BURSA SECURITIES LISTING REQUIREMENTS

B1.
Review of performance
For the quarter under review, the Group had achieved RM344,000 profit before taxation compared to loss before taxation of RM87,000 in immediate preceding quarter. The improved operational result was principally due to cost cutting measures undertaken by the Group by way of refinement of manufacturing process and product design.
B2.
Quarterly analysis
The revenue for the current quarter is 14% higher compare with that of the corresponding quarter of preceding year due to stronger demand on rubber processing equipment. The Group suffers loss of RM1,263,000 for the current cumulative year-to-date mainly due to weaker performance in oversea subsidiaries and lackluster demand in food equipment.
B3.
Prospects
The Group is optimistic in its future prospect albeit world economic uncertainty due to soaring oil price and rising interest rate. The surge in natural rubber price had prompted increasing demand on the Group’s core product i.e., rubber processing machinery. The Group will continuously venture into other businesses especially in agricultural sector in order to widen its earning base.

B4.
Profit forecast or profit guarantee

There were no profit forecast or profit guarantee given for this financial year ending 31 December 2006.

B5.
Taxation

The taxation for the current quarter and year to date are as follows :-

	
	Current

Quarter
	
	Current Year

To-date

	
	RM’000
	
	RM’000

	Tax expense for the period
	12
	
	27

	Deferred Tax
	132
	
	192

	
	144
	
	219


Domestic income tax is calculated at Malaysian statutory tax rate of 28% of the estimated assessable profit for the period. Taxation for other jurisdiction is calculated at the rates prevailing in the respective jurisdiction.

The effective tax rates for the periods are higher than the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries.

B6.
Profit/(Loss) on Sale of Unquoted Investments or Properties

There were no sales of unquoted investments or properties in the current quarter and financial year-to-date.

B7.
Purchase or disposal of quoted securities

(a)
There were no purchase and disposal of quoted securities for the current quarter and financial year-to-date.

(b)
There were no investments in quoted securities as at the end of the financial year-to-date.
B8.
Status of Corporate proposals & Utilisation of Proceeds

(a) There were no outstanding corporate proposals announced.

(b) There were no utilisations of proceeds from corporate exercise.

B9.
Company borrowings

Company borrowings as at 30 September 2006.

	
	
	RM’000

	(a)
	Short Term (Secured)
	

	
	- Bank overdraft
	5,050

	
	- Revolving credit
	3,000

	
	- Hire purchase creditors
	191

	
	- Bankers’ acceptance
	3,583

	
	
	11,824

	(b)
	Long Term (Secured)
	

	
	- Hire purchase creditors
	204

	
	
	

	
	Total
	12,028


All borrowings are denominated in Ringgit Malaysia

B10.
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 21 November 2006.

B11.
Material litigation
There is no pending material litigation as at 21 November 2006.

B12.
Dividend

The Board of Directors does not recommend any dividend in respect of the financial period ended 30 September 2006.
B13.
Earnings per share

	
	Individual Quarter
	Cumulative Quarter

	
	Current Year Quarter
	Preceding Year Quarter
	Current Year To Date
	Preceding Year To Date

	
	30.09.2006
	30.09.2005
	30.09.2006
	30.09.2005

	
	
	
	
	

	Profit/(loss) attributable to ordinary equity holders of the parent (RM’000)
	200
	1,171
	(1,263)
	890

	
	
	
	
	

	Weighted average number of ordinary shares in issue ('000)
	42,000
	42,000
	42,000
	42,000

	
	
	
	
	

	Basic earning/(loss) per share (sen)
	0.48
	2.79
	(3.01)
	2.12


The Group does not have in issue any financial instrument or other contract that may entitle its holder to ordinary shares and which may dilute its basic earnings/(loss) per share.
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