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Notes To Interim Financial Report On Consolidated Results For


The Fourth Quarter Ended 31 December 2005


A1
Accounting policies

This interim financial report is unaudited and has been prepared in compliance with FRS 134, Interim Financial Reporting. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2004.

The following notes explain the events and transactions that are significant to gain an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2004.

A2
Qualification of Annual Financial Statements

The financial statements of the preceding year of the Group were not subject to any qualifications.

A3
Seasonal or cyclical factors

As reported by the Malaysian Automotive Association (“MAA”), the passenger car sector achieved a growth of 5% in 2005. Passenger car sales were 410,892 units for the year ended 31 December 2005, as compared to 392,139 units in the previous corresponding period. 

This was attributed to the introduction of new models and players in the automotive industry, coupled with low interest rates, long repayment periods and aggressive promotions by manufacturers.
However, despite buoyant sales, high raw material costs, in particular petro-chemical based products, continued to place pressure on operating results.
A4
Unusual nature and amount of items affecting assets, liabilities, equity, net income and cash flows

There were no unusual nature and amount of items, which affected the assets, liabilities, equity, net income and cash flows of the Group during the quarter under review. 

A5
Material changes in estimates of amounts reported in prior periods in current financial year or prior financial years which have material effect in the current interim period

There were no material changes in estimates during the quarter under review.

A6
Debts and equity securities
There were no new debts and equity securities issued during the quarter.
A7
Dividends

There were no dividends paid during the quarter under review.
A8
Segmental reporting

Segmental analysis of the results and assets employed for 12 month period ended 31 December 2005.




Automotive
Machinery




parts
parts
Eliminations
Consolidated




RM’000
RM’000
RM’000
RM’000


Business segments


Revenue from


   external customers
  
55,608
17,411
(21)   
72,998


========================================


Segment results

1,928
376
-
2,304

                                                      ==================================


Unallocated expenses




(1,658)



--------







646

Financing costs




(156)


Interest income




197


--------


Profit before taxation




687

Tax expense




 (627)



--------


Profit after taxation




60

Minority interest




1,338


---------


Net profit for the year




1,398
 





=====


A8
Segmental reporting (continued)




Automotive
Machinery




parts
parts
Eliminations
Consolidated




RM’000
RM’000
RM’000
RM’000


Segment assets

47,279
23,826
-    
71,105


    
       ________________________________

Unallocated assets*




10,544






_______


Total assets




81,649






======



Segment liabilities

12,870
2,218
-
15,088

     
________________________________



Unallocated liabilities




4,105


----------


Total liabilities




19,193


=====


Capital expenditure*
   
3,573
357   
-   
3,930


Depreciation*
3,176
489
-
3,665



Amortisation of goodwill

-
656
-
656

Amortisation of negative goodwill
(2,740)
-
-
(2,740)

Gain on disposal of property, plant 


and equipment

(57)
(730)
-
(787)
*
Capital expenditure of RM329,000 and depreciation charge of RM682,000 incurred by a subsidiary which had not commenced operations as of 31 December 2005, are included in unallocated assets.
No segmental reporting has been prepared for geographical segments as the Group’s activities are predominantly carried out in Malaysia.

A9
Statement on the effect on interim results concerning valuation of property, plant and equipment brought forward without amendment from the previous annual financial statements.

There were no valuations of property, plant and equipment performed or brought forward from the previous financial year.
A10
Material events

In the opinion of the Directors, there are no items, transactions or events of a material and unusual nature, which have arisen, which would substantially affect the results of the Group for the period between 31 December 2005 and the date of this announcement.

A11
Changes in the composition of the Group
On 1 July 2005, the Company subscribed for an additional 210,000 new ordinary shares of RM1.00 each, representing 60% of the enlarged issued and paid up share capital of Sugihara Grand Industries Sdn Bhd (“Sugihara”) for a total cash consideration of RM210,000.

The issued and paid up share capital of Sugihara after the subscription is RM3,942,557 divided into 3,942,557 ordinary shares of RM1.00 each.



There were no further changes in the composition of the Group during the quarter under review.

A12
Contingent assets and contingent liabilities


There were no contingent assets and contingent liabilities for the quarter under review.

A13
Capital commitments

The capital commitments of the Group for the quarter under review is as follows:-



31.12.2005
31.12.2004


RM’000
RM’000
Plant and equipment


Contracted but not provided for in 


the financial statements
474
1,771


=======
=======
B1.
Review of performance

The revenue growth of 18% for the year ended 31 December 2005, in comparison to the previous corresponding period of the Group’s automotive segment, is attributable to the favourable market conditions as reported by MAA. However, the cost of raw materials (petro-chemical based) continued to be high. 
During the quarter under review, there was a write down of certain properties, due to impairment in value amounting to RM379,000.
B2.
Material change in the quarterly results compared to preceding quarter’s results


Factors contributing to material changes in the results for the current quarter as compared to the results of the preceding quarter are set out in Note B1.

B3.
Next financial year’s prospects


The Malaysian Automotive Association (MAA) expects overall vehicle sales growth to slow to 3% in 2006 compared with the surge of 13% in 2005. MAA forecasts sales for 2005 to be 565,000 units, compared to actual units sold in 2005 of 551,045 units. The slower expected sales growth has been attributed to higher oil-prices and excise duties.

The Group expects its performance to be stable in light of the marginal growth mentioned above.
B4.
Variance of actual profit from profit forecast


Not applicable to the Group.
B5.
Taxation

Taxation comprises:


For the quarter ended
For the year 

31.12.2005
ended 31.12.2005

RM’000
RM’000

Income tax 
(180)
486
Deferred tax 
141
141

--------
--------


(39)
627

====
====

B6.
Unquoted investments and properties

In the previous quarter ended 30 September 2005, the Group disposed a piece of freehold land with a net book value of RM675,000, for a total cash consideration of RM1,340,000.
B7.
Quoted investments


Not applicable to the Group.
B8.
Status of corporate proposals announced


There were no new corporate proposals announced during the quarter under review.

B9.
Group borrowings and debt securities

The Group’s borrowings as at 31 December 2005 are as follows:

RM’000 
RM’000
Bank overdraft

1,637

Hire purchase liabilities
122
Less: Interest in suspense
(5) 
117

______
______


1,754


=====
Repayable within the next 12 months

1,706
Repayable more than the next 12 months 

48


______


1,754


=====
B10.
Financial instruments with off balance sheet risks

There were no financial instruments with off balance sheet risks during the quarter under review.

B11.
Material litigation

There are no pending material litigations as at the date of this quarterly report.
B12.
Dividend

There were no dividends paid during the quarter under review.

B13.
Basic earnings per ordinary share


The calculation of basic earnings per ordinary share for the quarter and for the cumulative quarter is based on the following:



For the
For the
quarter ended
year ended


31.12.2005
31.12.2005


RM’000
RM’000


Net (loss)/profit attributable to



ordinary shareholders
245
1,398

Weighted average number of



ordinary shares
44,800
44,800




======
======


Basic earnings per share (sen)
0.55
3.12


======
======
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