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A.
EXPLANATORY NOTES PURSUANT TO FRS 134

1. Basis of Preparation

The interim financial statements are unaudited and has 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 31 December 2005. 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 31 December 2005.

2. Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of all the new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006.

The principal effects of the changes in accounting policies resulting from the adoption of the new/revised FRSs are discussed below:

(a)
Property, Plant and Equipment (FRS 116)
Certain freehold building, which were previously carried at valuation less accumulated depreciation under property, plant and equipment, are now treated as investment properties under non current assets.

FRS 116 requires the review of the residual value and remaining useful life of each item of property, plant and equipment at least at each financial year end. The Group shall revise the residual value and the estimated useful lives, when applicable, and any revisions will be accounted for as change of accounting estimates.

(b)
Investment property (FRS 140)
Investment properties, being properties held to earn rentals and/or for capital appreciation, previously included under property, plant and equipment at valuation less accumulated depreciation, are now disclosed as a separate line item and will be carried at fair value.

Gains or losses arising from changes in the fair value of the investment properties will be included in the income statement for the period in which they arise.

In accordance with the transitional provisions of FRS 140, this change in accounting policy is applied prospectively and the comparatives as at 31 December 2005 are not restated.

(c)
Business Combination (FRS 3), Impairment of Assets (FRS 136) and Intangible Assets (FRS 138)
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 acquisitions (previously referred to as “reserve on consolidation”), after reassessment, is now recognized immediately in profit or loss. Prior to 1 January 2006, reserve on consolidation was captured as part of reserves which constitute the Group’s shareholders’ fund. In accordance with the transitional provisions of FRS 3, the reserve on consolidation as at 1 January 2006 of RM2,184,823 was derecognized with a corresponding increase in retained earnings.

The intangible asset of the Group is deemed to have finite useful lives and will continue to be stated at cost less accumulated amortization and impairment losses.

The adoption of other new/revised FRSs does not have any significant financial impact on the Group.

3. Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.

4. Segment Information

Segment information is presented in respect of the Group’s geographical segments. This is based on the Group’s management and internal reporting structure.

	
	
	Revenue
	

	
	Current Quarter Ended 30.09.2006
	
	Current Year to Date Ended 30.09.2006

	
	RM’000
	
	RM’000

	
	
	
	

	Malaysia
	21,876
	
	57,889

	Overseas
	  5,994
	
	17,670

	
	27,870
	
	75,559


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

Other than those stated in the notes, there were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 30 September 2006.

6. Changes in Estimates

There were no changes in estimates that have material effect in the current quarter results.

7.
Comments about Seasonal or Cyclical Factors

The Group’s performance is not significantly affected by any seasonal or cyclical factors.

8.
Dividends Paid

There was no dividend paid during the period under review.

9. Carrying Amount of Revalued Assets

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2005.

10.
Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and current financial year to date under review.

11.
Changes in the Composition of the Group
There were no changes in the composition of the Group during the current quarter under review.

12.
Discontinued Operations


There was no disposal of subsidiaries by the Group during the current quarter under review.

13.
Capital Commitments

There were no capital commitments entered into and not provided for by the Group during the current quarter under review.

14.
Changes in Contingent Liabilities and Contingent Assets
There were no changes in other contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2005.

15.
Material Subsequent Events
In the opinion of the Directors, no material events have arisen between the end of the reporting period and 20 November 2006, which had affected substantially the results of the Group for the financial quarter ended 30 September 2006.

B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
16.
Performance Review
For the quarter under review, the Group registered a revenue of RM27.870 million as compared to RM 25.282 million in the same period last year, an increase of 10.2%. This is mainly due to efforts of the Group in promoting and increasing customer demand for its products.

17.
Comment on Material Change in Profit Before Taxation
For the quarter under review, the Group’s profit before taxation was RM2.378 million as compared to RM2.985 million in the immediate preceding quarter. This 20.3 % decrease is due to the Group’s venture into the manufacturing of electrical ballast which resulted in a significant increase in operational expenditure, which have eroded the Group’s profit margin during the quarter under review.

18.
Commentary on Prospects
Barring any unforeseen circumstances, the Board of Directors expects the prospects for the current financial year to remain satisfactory.

19.
Profit Forecast or Profit Guarantee
The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

20. Income Tax Expense
	
	
	
	

	
	Current Quarter Ended 30.09.2006
	
	Current Year to Date Ended 30.09.2006

	
	RM’000
	
	RM’000

	Malaysian income tax:
	
	
	

	Current tax
	333
	
	1,392

	Overprovision in prior years
	-
	
	-

	Deferred taxation
	-
	
	-

	
	333
	
	1,392


The effective tax rate of the Group for the current quarter and for the current financial year to date is lower than the statutory tax rate due to the Group’s sufficient tax losses, capital allowances and reinvestment allowances available for offset.

21.
Sale of Unquoted Investments and Properties
There were no sales of unquoted investments or properties during the current quarter under review.

22.
Quoted Securities
There were no quoted securities held as at the end of the financial quarter under review.

23.
Corporate Proposals
As at 20 November 2006, the Employee Share Option Scheme (“ESOS”) for eligible Directors and employees of the ULC Group that was approved by shareholders of the Company at an Extraordinary General Meeting held on 29 October 2004 has not yet been implemented.

24.
Borrowings
	
	
	

	
	
	As at 30.09.2006

	
	
	RM’000

	Short Term Borrowings
	
	

	Secured:-
	
	

	Bank Overdrafts
	
	  4,809

	Portion of Long Term Loans payable within the next 12 months
	
	  1,239

	Trust Receipts
	
	  1,757

	Revolving Credit
	
	  2,000

	Bankers’ Acceptance
	
	28,842

	Portion of Hire Purchase Creditors payable within the next 12 months
	
	     834

	
	
	

	Long Term Borrowings
	
	

	Secured:-
	
	

	Portion of Long Term Loans payable after the next 12 months
	
	  3,390

	Portion of Hire Purchase Creditors payable after the next 12 months
	
	  2,150

	
	
	

	Total Borrowings
	
	45,021


There are no borrowings denominated in foreign currency.

25.
Off Balance Sheet Financial Instruments
There were no off balance sheet financial instruments up to 20 November 2006.

26.
Changes in Material Litigation
(a)
A claim has been filed against United U-LI (M) Sdn. Bhd., a wholly owned subsidiary of United U-LI Corporation Berhad for alleged infringement of patent rights. The Company is contesting the claim and the hearing date, which was originally fixed on 24 August 2006, has been postponed to 7 December 2006.

(b)
The Board of Directors Of United U-LI Corporation Berhad has on18 May 2006 been served with an oppression petition filed by an Executive Director of the Company against a substantial shareholder of the Company, namely Pearl Deal (M) Sdn Bhd, pursuant to Section 181 of the Companies Act 1965. The Company has opposed the petition and seek to strike it out on the ground, amongst other, of abuse of process of court. The hearing date has been fixed on 14 December 2006.

27.
Proposed Dividend 
During the quarter under review, the Board of Directors has recommended an interim tax exempt dividend of 1 sen per ordinary share amounting to RM1,320,000 for the year ended 31 December 2006.

28.
Earnings Per Share
(a)
Basic
The calculation of basic earnings per share for the current quarter and current year to date is based on the Group unaudited profit after taxation for the current quarter of RM2.045 million and current year to date of RM5.972 million and the number of ordinary shares in issue of 132,000,000.

(b)
Diluted

Not applicable.

29.
Authorisation for Issue

The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors on 20 November 2006.

