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A1
Basis of preparation

This interim financial report has been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of the Bursa Malaysia Securities Berhad, including compliance with Financial Reporting Standard (FRS) 134, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (MASB) and should be read in conjunction with the Group’s audited financial statements for the year ended 30 September 2006.  

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 30 September 2006.

A2
Changes in accounting policies

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 30 September 2006 except for the adoption of the following new/revised FRSs issued by MASB that are effective for the Group’s first quarter interim financial results for the period ended 31 December 2006:

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 Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 117
Leases

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 124
Related Party Disclosures

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investment in Associates

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 140
Investment Property

The adoption of the above FRS has no material impact on the Group interim financial report. 

The principal effects of the changes in accounting policies resulting from the adoption of the new and revised FRS are disclosed as follows:

(a) FRS 3: Business Combinations and FRS: 136 Impairment of Assets

(i)
Goodwill


      With effect from 1 October 2006, the Group no longer amortises positive goodwill. Such goodwill is tested annually for impairment, including in the year of its initial recognition, as well as when there are indications of impairment. Impairment losses are recognized when the carrying amount of the cash generating unit to which the goodwill has been allocated exceeds its recoverable amount. Impairment loss is recognized in the income statement and subsequent reversal is not allowed. 

The new policy in respect of positive goodwill has been applied prospectively in accordance with the transitional arrangement under FRS 3. As a result, comparative amounts have not been restated, the cumulative amount of amortization as of 1 October 2006 has been offset against the cost of the goodwill. The carrying amount of positive goodwill for the Group as at 1 October 2006 of RM1,046,000 shall ceased to be amortised. With the adoption of these new FRSs, no impairment loss on goodwill has been recognised in the first quarter ended 31 December 2006. 

(ii) Excess of Group’s interest in the net fair value of acquiree’s identified assets , liabilities and contingent liabilities over     

     cost ( previously known as reserve on consolidation ).

     Under FRS 3 , the reserve on consolidation is now recognized immediately in income statement. In accordance with  

     the transitional provision of FRS 3, the reserve on consolidation as at 1 October 2006 of RM35,518 was derecognized 

     with a corresponding increase in retained profits.

(b) FRS 101: Presentation of Financial Statements and FRS 127:
 Consolidated and Separate Financial Statements

With effect from 1 October 2006, minority interests at the balance sheet date are presented in the consolidated balance sheet within equity, separately from the equity attributable to the equity holders of the parent, and minority interests in the results of the Group for the period are presented on the face of the consolidated income statement as an allocation of the total profit or loss for the period between the minority interests and the equity holders of the parent, in order to comply with FRS 101 and FRS 127.

The presentation of minority interests in the consolidated balance sheet, income statement and statement of changes in equity for the comparative period has been restated accordingly.

(c) FRS 117: Leases

Prior to 1 October 2006, leasehold interest in land held for own use classified as property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. 

The adoption of FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold interest in land held for own use is accounted for as being held under an operating lease with the unamortised carrying amount classified as prepaid lease payments. Such prepaid lease payments are amortised on a straight line basis over the remaining lease term of the land.

(d) FRS 140: Investment Property

Prior to 1 October 2006, properties held for rental are classified as property, plant and equipment and are stated at cost less accumulated depreciation and accumulated impairment losses. 

The adoption of FRS 140 has resulted the classification of properties held for rental to investment property and those under leasehold are amortised on a straight line basis over the remaining lease term of the land while those under freehold are depreciated on a straight line basis.

A3
Comparatives

The following comparatives have been restated to reflect the change in accounting policies as explained in A2.



As previously

As




stated
FRS 117
restated 





RM’000
RM’000
RM’000



Balance sheet

At 30 September 2006




Property, plant and equipment
28,124
(3,641)
24,483

Prepaid lease payments
-
3,641
3,641


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


A4
Auditors’ report on preceding annual financial statements

The auditors’ report on the financial statements for the year ended 30 September 2006 was not subject to any qualifications.

A5
Seasonal or cyclical factors

The principal activities of the company is that of an investment holding company with its subsidiaries mainly dealing  

with the distribution of mechanical power transmission and material products and systems and industrial spare parts. 

As such the trading nature or operations of these companies does not linked directly to seasonality or cyclical of 

operations.

A6
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, except for the changes in accounting policies as disclosed in A2. 

A7
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.

A8
Debts and equity securities

There were no new debts and equity securities issued during the quarter.

A9
Dividends

There were no dividends paid during the quarter under review.

A10
Segmental reporting

The segmental analysis for the Group for the financial period ended December 31, 2006 are as follows:






WEST 






    EAST

SINGAPORE
TOTAL


              

MALAYSIA





    MALAYSIA




Northern
Southern
Eastern

Central
    Sarawak




RM’000

RM’000

RM’000

RM’000
    RM’000
RM’000

RM’000

Segment 

Revenue

616

1,583

1,162

13,272
    1,758

1,864

20,255



____________________________________________________________________________

Elimination











(4,025)

Consolidated











_____

Revenue












16,230















=====

Profit before

Taxation and

Minority 

Interest

(73)

100

23

2,510
147

 3

2,710



Elimination











(900)

Share of profit

Of associated













Companies











301














____














2,111















====

A11
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.

A12
Material events subsequent to the end of the interim period

On 25 January 2007, the Board of Directors announced that the Company intends to seek the approval of its 

             shareholders to undertake the proposed purchase and/or hold its own shares up to 10% of its issued and paid-up 

             share capital of the Company in accordance with Section 67A of the Companies Act, 1965.

A13
Changes in the composition of the Group



There were no changes in the composition of the Group during the current quarter concerned including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations. 

A14
Changes in contingent assets and liabilities


There were no changes in contingent assets or liabilities since the end of last annual balance sheet date.

B1.
Review of current year performance

Revenue for the current period ended 31/12/2006 has decreased to RM16,230,000 as compared to RM16,417,000 for the preceding period ended 31/12/2005, a decreased of 1.13%.

Net profit from ordinary activities attributable to shareholders of the company for the current period ended 31/12/2006 has decreased to RM1,180,000 as compared to RM1,371,000 for the preceding period ended 31/12/2005, a decrease of 14.00%.

The decreased in net profit attributable to shareholders was mainly due to increase in operating cost and drop in turnover. 

B2.
Comments on material changes in the profit before taxation for the quarterly results compared to the results of the preceding quarter. 

Revenue for the current quarter  ended 31/12/2006 has decreased to RM16,230,000 as compared to RM16,576,000 for the preceding quarter ended 30/9/2006, a decreased of 2.09%.

Profit before taxation of the Group for the current quarter ended 31/12/2006 has increased to RM2,111,000 as compared to RM825,000 for the preceding quarter ended 30/9/2006, an increase of 155.76%.

The increase in net profit before taxation despite a slight decrease in revenue was mainly due to an allowance of doubtful debts of RM1,255,000 which was provided in the quarter ended 30/9/2006 .

B3.
Current financial year’s prospects


The prospect remains quite unchanged from the forecast of the last quarter. Implementation of projects plan under the Ninth Malaysian Plan will continue to drive growth through increase in building and construction activities as well as the retail industry. The external demand for our primary commodities of palm oil, rubber, timber and petroleum remains buoyant. Exports of manufactured goods such as electronic and electrical products remains stable. The economy is expected to perform creditably barring any geopolitical uncertainties especially in the Middle East and other untoward events in the form of natural disaster.


Barring the above risk factors, the Directors are confident of maintaining the current level of performance.

    
. 

B4.
Variance of actual profit from profit forecast


This note is not applicable as there is no profit forecast been made

B5.
Taxation

   Taxation consists of the following :


Individual quarter
Accumulated quarter

                                                                   2006
           2005         2006             2005

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

Current Malaysian Tax                                   (862)
         (847)           (862)
        (847)
 

Share of taxation of associated companies
     (90)           (71) 
  (90)          (71)

Under/overprovision in prior years
         0                0
                  0


                                          _______________    _________________


       (952)        (918)
 (952)          (918)

Deferred taxation
         36             40
   36              40


   _______________
_________________

   
        (916)         (878)
   (916)          (878)                              


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

The effective tax rates for the current quarter and current period ended 31 December 2006 and 2005 were 45.11% and 40.74% as compared to the applicable statutory tax rate. This is due to certain expenses which are not deductible for tax purposes.





B6.
Sales of investments and properties

There were no sale of investment and properties for the current period concerned. 

B7.
Purchase and sale of quoted securities


There were no purchase or sale of quoted securities for the financial period concerned.

 
Details of other investments to date are as follows:

31.12.2005 31.12.2006









   RM’000
   RM’000


Share in corporations at cost:





Quoted in Malaysia


4

4





Unquoted


           50
           50









_________
________

54 54









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


Market value of quoted investments


1

1









________
________

B8.
Status of corporate proposals 

Refer to note A12 above on status of corporate proposals announced but not completed as of the date of this report.

B9.
Group borrowings and debt securities

The Group’s borrowings as at 31 December 2006 are as follows:


31.12.2006
  30.9.2006

                                                                   Secured
    Unsecured   Secured   Unsecured
           

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

Long term loan



3,338

0              4,544
           0


Hire purchase creditors


   300

0
      398
           0






______
   _______
______
  ______






3,638

0
   4,942
           0






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




Short term loan:-

Term loan                                  
                337

0
    410
           0

Trust receipt



       0

0
        0
           0

Banker acceptance


       0

0
        0              0

Letter of credit



       0

0
        0              0

Bills payable



2,193

0
 2,423
           0


Hire purchase creditors


   435

0
    398              0

Bank overdraft



 1,421

0
    314              0






______
  _______
_____     ______






4,385

0
3,545
           0






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

B10.
Financial instruments with off balance sheet risks

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

B11.
Material litigation

Save as disclose below, neither UMS nor its subsidiary companies are engaged in any material litigation  either as plaintiff or defendant and the Directors of UMS are not aware of any proceedings pending or threatened against UMS or its subsidiary companies or any facts likely to give rise to any proceedings which might materially affect the position and business of the UMS Group:-

· A civil action was filed on 4 September 2000 by UMS Corporation Sdn Bhd, a subsidiary of UMS, against four (4) of its employees, claiming for the sum totaling approximately RM1,800,000.00 for alleged misappropriation and/or conversion of goods of UMS Corporation Sdn Bhd.

· An ex-parte Mareva injunction was obtained on 18 September 2000. The inter-partes application for the Mareva injunction was allowed by the Court on 1 March 2004 against three(3) of the four(4) named defendants. One of the defendants affected by the inter-partes order had since lodge to the Court of Appeal against the decision of 1 March 2004. The hearing of the appeal at the Court of appeal is pending and no hearing date has yet to be fixed.

· Following the decision on 1 March 2004, the Court gave specific directions for the parties to comply towards setting the matter down for trial. Parties have since set in motion the various exercises as directed by the Court. Numerous dates for case management have been set for parties to update the Court on the progress. At the recent case management on 24 March 2006 and parties having complied with all case management directions the Court has fixed 22 to 24 January 2007 and 12 to 14 February 2007 for trial of the action.

· On 22 January 2007, the Court has adjourned the matters to 24 January 2007 for parties to attempt a resolution on this matter and the Defendants has proposed orally to settled this matter via payment of RM350,000.00 but UMS are not agreeable with the aforesaid proposal.

· On 24 January 2007,the Court has adjourned the matter to 12 February 2007 for parties to attempt a resolution of this matter.

· On 12 February 2007, parties informed the Court that a settlement had been reached at the sum of RM450,000.00 to be paid by the 1st, 2nd and 3rd Defendants. However parties required some time to prepare a Consent Judgment to be recorded  in Court in respect of the terms of settlement. The matter was adjourned to 13 February 2007.

· On 13 February 2007, a Consent Judgment was recorded in Court in respect of the settlement.       

B12.
Dividend

31.12.2006 30.9.2006

   RM’000
  RM’000

Proposed :

Final dividend of 5% less 27% income tax

(2006: less 28% income tax)



               0
     1,485








_________
_______

At the forth coming Annual General Meeting, a final dividend of 5% less 27% income tax amounting to RM1,485,185 for the financial year ended 30.9.2006 will be proposed for shareholders’ approval.

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:


                                      3 months ended
                  Cumulative months ended


                              31.12.2006    31.12.2005
            31.12.2006      31.12.2005



                              (RM’000)        (RM’000)
                (RM’000)        (RM’000)



Net profit attributable to

Ordinary shareholders               1,180                  1,371                   1,180                 1,371


Weighted average 

Number of shares

In issued.
                                 40,690                40,690   
              40,690                  40,690


Basic earnings per

Ordinary share(sen)                     2.90                    3.37
                    2.90                     3.37

