ACOUSTECH BERHAD (496665-W)


Third quarter interim report for the financial period ended 31 December 2006
(The figures have not been audited)
EXPLANATORY NOTES 
1. Basics of  Preparation

The interim financial report has been prepared under the historical cost convention. 

The interim financial report is unaudited and has been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjuction with the audited financial statements of the Group for the year ended 31 March 2006. These explanatory notes attached to the interim financial report provide an explanations 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 31 March 2006.

2. Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of  the audited financial  statements for the year ended 31 March 2006 except for the adoption  of the following new/ revised Financial Reporting Standards (“FRS”) which are applicable to the Group for financial period beginning 1 April 2006:

FRS 2
Share-based payment 

FRS 3
Business combinations

FRS 101
Presentation of financial statements

FRS 102
Inventories

FRS 108
Accounting policies, changes in accounting 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 128 
Investments in associates

FRS 131
Interests in joint ventures

FRS 132
Financial instruments: disclosure and presentation

FRS 133
Earnings per share

FRS
 136
Impairment of assets

The adoption of the above FRS does not have significant financial impact on the Group for the current quarter under review except for the following:
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(a) FRS 3: Business Combinations 

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisition (previously referred to as negative goodwill or reserve on consolidation ), after reassessment, is now recognized immediately in profit or loss. Prior to 1 April 2006, negative goodwill was amortised over a period of twenty (20) years. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 April 2006 of  RM867,256 was derecognised with a corresponding increase in retained earnings.  

(b) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of  net after-tax results of associates 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 in equity, total recognized 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.
3.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the financial year ended 31 March 2006 was not qualified.
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3. Segmental Information 


	
	
	

	9-month ended
	31/12/06
	31/12/05

	
	RM’000
	RM’000

	
	
	

	Segments Revenue
	
	

	Audio
	155,073
	164,624

	Chemical paints
	40,211
	43,769

	Electrical equipment
	55,902
	31,771

	
	251,186
	240,164

	Segments Result
	
	

	Audio  
	4,579
	1,457

	Chemical paints
	11,149
	11,614

	Electrical equipment
	3,874
	1,503

	
	19,602
	14,574

	Unallocated corporate expenses 
	(225)
	(167)

	Operating profit
	19,377
	14,407

	Finance costs
	(405)
	(337)

	Share of profits in an associated company
	1,933
	91

	Share of profits in jointly controlled entities
	188
	5,008

	Profit before taxation
	21,093
	19,169

	Tax expenses
	(4,303)
	(4,338)

	Profit after taxation
	16,790
	14,831

	Minority interest
	(1,068)
	(279)

	Net profit for the period
	15,722
	14,552


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

There were no unusual items affecting assets, liabilities, equity, net income and cash flow during the current quarter.

5. Changes in Estimates 

There were no significant changes in estimates of amount reported in prior interim period or prior financial year that have a material effect in the current quarter.

6. Comments about Seasonal or Cyclical Factors

Sales of the Group are seasonal and are affected by economic conditions in countries in which the products are sold.
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7. Dividends Paid

	
	Current year
	Preceding year

	
	to date
	corresponding period

	
	RM’000
	RM’000

	Interim tax-exempt dividend of 3.5 sen per share for the financial year ended 31 March 2005
	-
	5,673

	Final tax-exempt dividend of 4 sen per share for the financial year ended 31 March 2005
	-
	6,620

	Interim dividend of 4.5 sen per share less 28% tax for the financial year ended 31 March 2006
	5,434
	-

	Final tax-exempt of 6 sen per share less 28% tax for the financial year ended 31 March 2006
	7,462
	-

	
	12,896
	12,293


8. Carrying Amount of Revalued Assets

Property, plant and equipment are stated at cost less accumulated depreciation and impairment loss, if any.

9. Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the financial year to date, other than 6,442,800 ordinary shares of RM0.50 each issued under the Company’s Employee Share Option Scheme.

10. Changes in Composition of the Group

There was no change in the composition of the Group for the current quarter and financial period to date.

11. Changes in Contingent Liabilities or Contingent Assets

There were no contingent liabilities or contingent assets since the last annual balance sheet date.

12. Subsequent Events

There were no material events subsequent to 31 December 2006 that have not been reflected in the interim report.
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13. Review of Performance

The Group’s profit before tax was lower at RM4.0 million for the current quarter as compared to previous corresponding quarter of RM4.9 million. The drop was mainly attributable to lower revenue and higher foreign exchange losses in the current quarter.

For 9-month period ended 31 December 2006, the Group’s profit before tax of RM21.1 million was 9.9% higher than the previous corresponding period of RM19.2 million. The increase, which was attributable to higher profitability level achieved by audio and electrical equipment segments. However, it was partly affected by the depreciating US Dollars and the recent flood in Johor which had affected the deliveries of the associated company located in that State. (This associated company was previously a jointly controlled entity).
14. Comment on Material Change in Profit Before Taxation

The Group’s profit before tax was significantly lower at RM4.0 million as compared to immediate preceding quarter of RM9.9 million. This was mainly attributed to lower revenue and higher foreign exchange losses.

15. Commentary on Prospects 

Barring unforeseen circumstances, the Directors are of the opinion that the results for the financial year ended 31 March 2006 are expected to be sustainable in the current financial year.

16. Deviation from Profit Forecast and Profit Guarantee 



The Group did not provide any profit forecast in a public document and therefore, this note is not applicable.

17. Income Tax Expense

	
	Individual Quarter
	Cumulative Quarter

	
	Current

year

quarter
	Preceding year corresponding quarter
	Current year

to date
	Preceding year corresponding period

	
	31/12/06
	31/12/05
	31/12/06
	31/12/05

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current Taxation
	526
	1,488
	4,647
	4,358

	Deferred Taxation
	244
	(20)
	(344)
	(20)

	
	770
	1,468
	4,303
	4,338


The effective tax rates for the current quarter and year to date are lower than the statutory tax rate principally due to the utilization of reinvestment allowance.

18. Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties outside the ordinary course of business of the Group for the current quarter and financial year to date.
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19. Quoted Securities

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

(b) Total investment in quoted securities (classified under long term investment) as at 31 December 2006 are as follows: -

	
	31/12/06



	
	RM’000

	At cost / carrying value:-

arrying value:-
	

	Shares quoted in Malaysia
	3,756

	
	

	At market value:-
	

	Shares quoted in Malaysia
	2,450


20. Corporate Proposals

There was no corporate proposal announced which remained incomplete as at the date of issue of the interim report.

21. Group Borrowings and Debt Securities

	
	As at end of current quarter 31/12/06

RM’000

	Bank overdraft (secured)
	                440

	Bankers’ acceptance
	            6,200

	
	6,640


The Group does not have any foreign borrowings as at 31 December 2006.

22. Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments  for the current quarter.

23. Changes in Material Litigation

The Company had on 6 December 2006 announced that a subsidiary, Formosa Prosonic Equipment Sdn. Bhd. (“FPEQ”) has been served with a Notice of Lawsuit and Request for waiver of Summon (“the Suit”) by Zohar Waterworks LLC d/b/a Tri Palm International and Elkay Manufacturing Co. The Suit, which was filed in the United States District Court, was in relation to an alleged claim for patent infringement involving MTN Products Inc, IGO Consolidated Corp Sdn. Bhd. and FPEQ as defendants.

FPEQ has since engaged an attorney to study the matter and to take the necessary steps required to defend the Suit.
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24. Dividend Payable


The Board has declared an interim dividend of 5 sen per share of RM0.50 each less 27% income tax in respect of the nine months financial period ended 31 December 2006 (31 December 2005:4.5 sen per share  of RM0.50 each less 28% income tax).

The interim dividend is payable on 28 March 2007 to shareholders whose names appear in the Record of Depositors of the Company at the close of business on 8 March 2007.
The Board of Directors proposed a final dividend of 6 sen per share of RM0.50 each less 28% income tax in respect of the financial year ended 31 March 2006 (31 March 2005: tax exempt 4 sen per share of RM0.50 each ) and this dividend was approved by the shareholders at the Annual General Meeting held on 21 September 2006. This dividend was paid on 10 November 2006.

25. Earnings Per Share

a)
Basic earnings per share

	
	Individual Quarter
	Cumulative Quarter

	
	Current

year

quarter
	Preceding year corresponding quarter
	Current year

to date
	Preceding year corresponding period

	
	31/12/06
	31/12/05
	31/12/06
	31/12/05

	
	
	
	
	

	Net profit attributable to equity 
	
	
	
	

	holders of the parent (RM’000)
	3,031
	3,334
	15,722
	14,552

	Weighted average no. of shares
	
	
	
	

	in issue (‘000)
	173,498
	165,518
	171,118
	164,223

	Basic earnings per share (sen)
	1.75
	2.01
	9.19
	8.86



b)
Diluted earnings per share

	
	Individual Quarter
	Cumulative Quarter

	
	Current

year

quarter
	Preceding year corresponding quarter
	Current year

to date
	Preceding year corresponding period

	
	31/12/06
	31/12/05
	31/12/06
	31/12/05

	
	
	
	
	

	Net profit attributable to equity
	
	            
	
	       

	holders of the parent (RM’000)
	3,031
	            3,334
	15,722
	           14,552

	Weighted average no. of shares
	
	
	
	

	in issue (‘000)
	175,257
	        166,734  
	172,653
	         165,759

	Diluted earnings per share (sen)
	1.73
	              2.00
	9.11
	               8.78
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