UNITED U-LI CORPORATION BERHAD (510737-H)
Quarterly Report on Unaudited Consolidated Results for the Twelve-Month period ended 31 December 2017
Page 5


A.
EXPLANATORY NOTES PURSUANT TO MFRS 134
1. Basis of Preparation

These condensed consolidated interim financial statements are unaudited and has been prepared in accordance with the requirements of MFRS 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board (MASB) and paragraph 9.22 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad.
These interim consolidated financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2016. 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 2016.
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 2016 except for the mandatory adoption of the Malaysian Financial Reporting Standards (“MFRS”), Amendments to MFRSs and IC Interpretations effective for the financial period beginning on or after 1 January 2017.
The adoption of these MFRSs, Amendments to MFRSs and IC interpretations do not have any material impact on the interim financial statements of the Group.
2.
Changes in Accounting Policies (Cont’d)
Meanwhile, the Group has not adopted the following MFRSs, Amendments to MFRSs and IC interpretations that have been issued but not yet effective. 
	
	Effective for financial periods beginning on or after

	
	

	MFRS 9 - Financial Instruments
	1 January 2018

	MFRS 15: Revenue from Contracts with Customers
	1 January 2018

	Amendments to MFRS 15: Clarification to MFRS 15:

 Revenue from Contracts with Customers
	1 January 2018

	 Amendments to MFRS 1: First-time Adoption of 

  MFRSs
	1 January 2018

	Amendments to MFRS 2: Share-based Payment
	1 January 2018

	Amendments to MFRS 4: Insurance Contracts
	1 January 2018

	Amendments to MFRS 140: Investment Property
	1 January 2018

	IC Interpretation 22: Foreign Currency Transactions

  and Advance Consideration

IC Interpretation 23: Uncertainty over Income Tax

 Treatments
	1 January 2018

1 January 2019

	MFRS 16: Leases

MFRS 17: Insurance Contracts
	1 January 2019

1 January 2021

	
	

	
	

	
	

	
	


3. Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the year ended 31 December 2016 was not qualified.

4. Segmental Information

Segmental information is presented in respect of the Group’s geographical and operating business segments. This is based on the chief operating decision maker of the Group who reviews the Group’s internal reporting regularly in order to allocate resources and assess the performance of the Group. Segmental information for the Group by geographical segment is represented as follows:-
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current  Year Quarter Ended 
	Preceding Year  Corresponding Quarter Ended
	
	Current Year to Date Ended
	Preceding Year CorrespondingPeriod Ended 

	
	31.12.2017
	31.12.2016
	
	31.12.2017
	31.12.2016

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Malaysia
	         45,980
	41,658
	
	      172,662
	         160,963

	Overseas
	           6,105
	  8,145
	
	        27,300 
	           40,109

	
	         52,085
	49,803
	
	      199,962
	         201,072


Segmental information for the Group by business segment for the current quarter under review is represented as follows:- 
	
	Investment

Holding 
	Cable

Support

Systems
	Electrical

Lighting & Fittings
	Elimination
	Per
Consolidated

Financial

Statements

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

	Revenue
	
	
	
	
	

	External customer
	  -
	    40,726
	   11,359
	  -
	52,085

	Inter-segment
	           -
	      1,154
	     4,227
	       (5,381)
	     -

	Total revenue
	           -
	    41,880
	   15,586
	       (5,381)
	52,085

	
	
	
	
	
	

	Results
	
	
	
	
	

	Interest income
	  -
	         168
	          31
	   -
	     199

	Depreciation
	   10
	      2,548
	        126
	     10
	  2.694

	Segment profit
	
	
	
	
	

	    or loss
	         (102)
	         550
	     1,964
	             (10)
	  2,402


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 31 December 2017.

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
No dividend was paid during the quarter 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 2016.

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
As at 31 December 2017, the Group had capital expenditure authorized and contracted for but not provided in the financial statements in relation to property, plant and equipment amounting to approximately RM353,000.
14.
Changes in Contingent Liabilities and Contingent Assets
There were no material changes in other contingent liabilities or contingent assets since 31 December 2016 except for an additional corporate guarantee which was issued to a financial institution for banking facilities granted to a subsidiary company amounted to RM19.80 million.

15.
Material Subsequent Events
In the opinion of the Directors, there were no material events which have arisen between the end of the reporting period and 27 February 2018, which had affected substantially the results of the Group for the financial quarter ended 31 December 2017.
B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
16.
Performance Review on operating segments
(a) Current Year to date vs. Previous Year to date

The Group’s Profit before taxation for the period ended 31 December 2017 of RM27.353 million was lower than the previous corresponding profit before taxation of RM43.483 million, mainly due to higher labour costs, higher finance costs, higher depreciation/amortization costs, higher transportation cost, a one-off unrealised loss on forex, higher maintenance cost for plant and machineries, higher electricity charges and lower profit margin achieved on goods sold.

The Group’s revenue for the period ended 31 December 2017 of RM199.962 million was slightly lower than the previous corresponding revenue of RM201.072 million, mainly due to lower revenue contribution from the Cable Support Systems division as a result of slower demand for certain products and also the delay in delivery of certain outsourced components/activities.
Performance of the respective operating business segments for the period ended 31 December 2017 as compared to previous corresponding period are as follows:-

Cable Support Systems

For the current financial period ended 31 December 2017, this business segment registered a revenue of RM159.548 million as compared to RM167.598 million in the previous corresponding period, a decrease of 4.8% comparatively. This is mainly due to the reasons mentioned above. Profit before taxation of RM21.673 million was lower as compared to RM40.839 million in the previous corresponding period, mainly due to lower revenue generated, higher labour costs, higher finance costs, higher depreciation/amortisation costs, higher transportation costs, a one-off unrealized loss on forex, higher maintenance cost for plant and machineries, higher electricity charges and lower profit margin achieved on goods sold. The decrease in profit margin is mainly due to stiff competition in the market amid an overall tougher than expected operating environment for the manufacturing sector i.e shortage of foreign labour, rising operating costs etc.
Electrical Lighting and Fittings

For the current financial period ended 31 December 2017, this business segment registered a revenue of RM40.413 million as compared to RM33.474 million in the previous corresponding period, an increase of 20,7% comparatively. This segment registered a profit before taxation of RM6.196 million as compared to RM3.174 million in the previous corresponding period. This is mainly attributable to better profit margin achieved on goods sold during the period under review.
(b) Current Quarter vs. Previous Year Corresponding Quarter

The Group’s profit before taxation for the current quarter ended 31 December 2017 of RM2.402 million was lower than the previous corresponding quarter of RM9.524 million, mainly due to lower revenue generated and lower profit margin achieved on goods sold from the Cable Support Systems division during the quarter under review.
The Group’s revenue for the current quarter ended 31 December 2017 of RM52.085 million was higher than the previous corresponding quarter of RM49.803 million, mainly due to higher revenue contribution from the Electrical Lighting and Fittings division.
Performance of the respective operating business segments for the current quarter ended 31 December 2017 as compared to previous corresponding quarter are as follows:-
Cable Support Systems

For the current quarter ended 31 December 2017, this business segment registered a revenue of RM40.726 million as compared to RM40.248 million in the previous corresponding quarter. 

Profit before taxation for the current quarter of RM0.550 million was lower as compared to RM9.091 million in the previous corresponding quarter. This is mainly due to lower fixed deposit interest received, a one-off unrealised loss on forex, higher electricity charges, higher transportation cost, higher depreciation/amortisation cost, higher maintenance cost for plant and machineries and lower profit margin achieved on goods sold during the quarter under review. The lower profit margin is mainly attributable to a more intensified campaign to gain market share by lowering the selling price for its products. However, stiff competition in the market amid an overall tougher than expected operating environment for the manufacturing sector has prevented this division to achieve a more positive result during the quarter under review.
Electrical Lighting & Fittings

For the current quarter ended 31 December 2017, this business segment registered a revenue of RM11.359 million as compared to RM9.555 million in the previous corresponding quarter, an increase of 18.9% comparatively. This is mainly due to higher demand for its core products. 

For the current quarter, this division made a higher profit before taxation of RM1.964 million as compared to RM0.553 million in the previous corresponding quarter, mainly due to higher revenue generated and better profit margin achieved on goods sold during the quarter under review.
17.
Material Changes in Profit Before Taxation for the current quarter as compared to the preceding quarter
For the quarter under review, the Group’s profit before taxation was RM2.402 million as compared to RM7.486 million in the immediate preceding quarter. The decrease in profit before taxation is mainly due to lower revenue generated, higher depreciation/amortization costs, a one-off unrealised loss on forex, higher maintenance costs for plant and machineries and lower profit margins achieved on goods sold during the quarter under review. The decrease in profit margin is mainly due to stiff competition in the market amid an overall tougher than expected operating environment for the manufacturing sector.
18.
Commentary on Prospects

The Group anticipates that the outlook for 2018 to be very challenging but still remains positive with the implementation of various major infrastructure projects under the Economic Transformation Programme (ETP). Domestic demand for our Cable Support Systems and Electrical Lighting and Fittings products will continue to grow while the outlook for export market is expected to be stable especially in ASEAN countries. The Group will continue to exercise caution in all its business dealings as global market conditions remain uncertain. The Group will continue its efforts to further improve on product quality and customers’ needs while maintaining efficient operations.

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 31.12.2017
	
	Current Year to Date Ended 31.12.2017

	
	RM’000
	
	RM’000

	Malaysian income tax
	
	
	

	- Current year
	          1,161
	
	         7,064

	- Under/(Over) provision in prior years
	                64
	
	               64

	Deferred taxation
	
	  
	

	- Current year
	              982
	
	             982

	- Under/(Over) provision in prior years
	                28
	
	   28

	
	           2,235
	
	          8,138


The effective tax rate of the Group for the current quarter under review and current financial year to date is higher than the statutory tax rate due to certain expenses being non-allowable for deduction.
21.
Borrowings
	
	
	
	
	

	
	
	As at 31.12.2017
	
	As at 31.12.2016

	
	
	RM’000
	
	RM’000

	Short Term Borrowings
	
	
	
	

	Secured:-
	
	
	
	

	Portion of Long Term Loans payable within
 the next 12 months
	
	     840
	
	  7,558   

	Bankers’ Acceptance
	
	     39,006
	
	     27,259

	
	
	
	
	

	Long Term Borrowings
	
	
	
	

	Secured:-
	
	
	
	

	Portion of Long Term Loans payable after
 the next 12 months
	
	  5,948
	
	       -

	
	
	
	
	

	Total Borrowings
	
	45,794
	
	34,817


There are no borrowings denominated in foreign currency.
22.
Profit before tax for the period
Profit before taxation for the period is arrived at after charging/(crediting):-

	
	Current Quarter Ended
	
	Cumulative Quarter Ended

	
	
	
	
	
	 

	
	31.12.2017
	31.12.2016
	
	31.12.2017
	31.12.2016

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Interest income
	(199)
	        (533)
	
	         (731)
	        (1,858)

	Gain on disposal of
	
	
	
	
	

	  property, plant & equipment
	    (1)
	        (167)
	
	              (1)
	  (189)

	Net foreign exchange loss/(gain)
	(277)
	          167
	
	      (1,752)
	    127

	Net unrealised (gain)/loss on
	
	
	
	
	

	  foreign exchange
	  942
	            -
	
	           942
	     -

	Depreciation and amortisation
	        2,694
	      1,974
	
	        9,907
	7,211

	Interest expenses
	  413
	         338
	
	        2,028
	1,385

	Impairment loss on receivables
	  -
	         116
	
	             -
	   116

	Reversal of impairment loss on
	
	            
	
	
	    

	  receivables
	            (56)
	        (211)
	
	            (56)
	  (211)

	Inventories written off
	  -
	            84
	
	             -
	      84

	Other income
	(417)
	        (540)
	
	       (1,503)
	        (1,621)

	Insurance recoveries
	     (1)
	            -
	
	               (7)
	      (1)


23.
Gains or Losses arising from Fair Value Changes of Financial Liabilities


There are no gains or losses arising from fair value changes of any financial liabilities.

24.
Changes in Material Litigation

There was no pending material litigation as at the date of this report. 
25.
Dividend Payable
On 27 February 2018, a first single tier interim dividend of 0.5 sen per ordinary share for the financial year ended 31 December 2017 amounting to RM726,000 had been declared by the Board of Directors, payable on 21 May 2018.
26.
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’s profit attributable to equity holders of the Company for the current quarter of RM0.167 million and current year to date of RM19.215 million and the number of ordinary shares in issue of 145,200,000.

(b)
Diluted

Not applicable.

27.
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 27 February 2018.
