STONE MASTER CORPORATION BERHAD (Company No. 498639-X)
QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 30 JUNE 2006


NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with Financial Reporting Standard (“FRS”) 134, Interim Financial Reporting issued by the Malaysian Accounting Standards Board, and Paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”).
The interim financial report should be read in conjunction with annual audited financial statements of the Group for the year ended 31 March 2006. The explanatory notes attached to the interim financial report provides 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 financial year ended 31 March 2006.

The accounting policies adopted and the methods of computation in the preparation of the interim financial statements are consistent with those of the audited financial statements for the Financial year ended 31 March 2006, except for the adoption of the new Financial Reporting Standards (“FRSs”) which are applicable for the financial period commencing 1 April 2006. The adoption does not have any significant financial impact on the Group except for that which is disclosed as below :-

i) FRS 101 : Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest and other disclosure. 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. In addition, a similar requirement is also applicable to the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to the minority interest.

Current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives being restated to conform with the current period’s presentation.

ii) FRS 117 : Lease


The adoption of the revised FRS 117 has resulted in a restrospective change in the accounting policy relating to the classification of leasehold land. The up-front payment made for the leasehold land represents prepaid lease payments and are amortised on a straight line basis over the lease term. A lease of land and building is apportioned into lease of land and lease of building in proportion to the relative fair value of the leasehold interests in the land element and the building element of the lease at the inception of the lease. Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment loses.


Upon the adoption of the revised FRS 17 at 1 January 2006, the unamortised revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative amounts as at             31 March 2006 have been restated.  


iii) FRS 138 : Intangible Assets and FRS 3 : Business Combination  


In previous financial periods, discount on acquisition (negative goodwill) was stated at cost on the balance sheet. With effect from 1 January 2006 and in accordance with FRS 3, if the fair value of the net assets acquired in a business combination exceeds the consideration paid (i.e. previously recorded as negative goodwill), the excess is recognized immediately in the income statement as it arises. 

In compliance with the above new FRSs, the group’s discount on acquisition (negative goodwill) of RM 4,844,987 as at 1 April 2006 was written off immediately into the retained profits. The following amounts will be restated upon the adoption of new FRSs :-



Balance Sheet as at 31 March 2006






Audited
            Adjustments            (Unaudited)







             (RM’000)        FRS 3 (RM’000)
   (RM’000)

Discount on acquisition                     4,845   
                    (4,845)
          -



Retained Profits
                              7,750
                      4,845 
     12,595





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

A2.
Declaration of Audit Qualification

The auditors of the respective companies within the Group did not qualify their reports. 

A3.
Seasonal or Cyclical Factors
The performance and the business operations within the Group were not significantly affected by any material seasonal or cyclical factors for the financial period ended 30 June 2006.

A4.
Nature and Amount of Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows that are unusual because of their Nature, Size or Incidence

There were no unusual items affecting the Group for the financial period ended 30 June 2006.

A5.
Nature and Amount of Changes in estimates reported in prior Interim Periods of the current Financial Year or prior Financial Year which may have a material effect in the current Interim Period

There were no material changes in the estimates for the financial period ended 30 June 2006. 

A6.
Issuance, Cancellation, Repurchases, Resale and Repayments of Debt and Equity Securities

There were no other issuance of shares, no cancellations, repurchases, resale and repayments of debt or equity securities for the financial period ended 30 June 2006 to date.

A7.
Dividend Paid 

No interim dividend was paid by the Company for the financial period ended 30 June 2006 under review. 

A8.
Segmental Reporting 

The segmental analysis for the Group for the financial 30 June 2006 is presented as follows.


Marble &
Ceramic
Sanitary
   




Granite

Tiles

wares &








accessories  
Elimination  Consolidated



RM ‘000
RM ‘000
RM ‘000
RM ‘000       RM ‘000 



Revenue


 External Sales
   
8,120
   
16,823
  
        593

-          25,536


 Internal-segment


 sales

  
3,438

    966

          29
(4,433)

   -


 Internal-segment


 dividend
      
       -                        -                               -

-
   -         





___________________________________________________________


 Total Revenue

11,558

 17,789

        622
(4,433)

25,536


Result


 Segment Results/


 Profit from operations
     707

      250
        
         31


   
     988


 Finance Costs









  (1,072)


 Taxation








    
    (259)_


 Net Loss for the period








    (343)









 

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

No geographical segmental analysis is presented as the Group operates principally within Malaysia.

A9.
Valuation of Property, Plant and Equipment

The valuation of property and assets of the Group have been brought forward without amendments from the previous annual financial statements for the period ended 30 June 2006.

A10.
Subsequent Material Events 

There have been no other material events subsequent to the end of the financial period ended       30 June 2006 that have not been reflected in the financial statements for the current period.

A11.
Changes in composition of the Group

There are no changes in the composition of the Group for the current financial period ended          30 June 2006 to date.

A12.
Contingent Liabilities/Contingent Assets
There have been no changes and no material contingent liabilities/assets incurred by the Group as at the period ended 30 June 2006.

ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS

B1.
Review of Performance

The Group achieved a turnover of RM 25.536 million for the First Financial Quarter ended          30  June 2006 as compared with RM 23.192 million in the same period of preceding year. This represents an increase of 10.1% in the Group’s consolidated turnover a result of higher revenue contribution from projects billing during the period of first financial quarter.  

The group posted its first quarter results with a loss after tax of RM 343,000. This loss was mainly due to higher taxation expenses provided and increase in financial costs if compared with the same quarter in prior year. As a comparison, the group achieved a profit after tax of RM 167,000 for the corresponding quarter ended 30 June 2005.

B2.
Results Comparison with immediate preceding quarter


In the current quarter under review, the Group registered a consolidated loss before tax of           RM 84,000 as compared to its loss before tax of RM 405,000 in the preceding quarter. The reduced loss before tax of the Group was due to better performance in revenue recorded at         RM 25.536 million from 20.570 million in the preceding quarter ended 31 March 2006.
B3.
Current Year Prospects


The overall outlook for the Group’s performance for the rest of the year is likely to remain at an average level. 

B4.
Variance of actual profit from forecast profit


No profit guarantee and profit forecast is required.

B5.
Taxation

	
	Current Quarter

ended

30.06.2006

RM’000
	3 months

Cumulative

 to

 30.06.2006

RM’000

	Current tax expenses
	 259
	259

	Deferred tax expenses
	-
	  -

	
	
	

	
	259
	259

	
	
	


The effective tax rate on Group’s profit todate is higher than the statutory tax rate mainly due to certain expenses disallowed for taxation purposes.
B6.
Profit or Loss from Sales of Unquoted Investments or Properties


There were no sales of unquoted investments or properties for the Group.

B7.
Purchase or disposal of quoted securities

There is no purchase or disposal of quoted securities for the current quarter and financial year to date.

B8.
Corporate Proposal and Utilisation of Proceeds

The Group has not announced any corporate proposal for the period under review.

B9.
Group Borrowings and Debt Securities


The total Group’s borrowings as at 30 June 2006 are as follows :-

	Secured :-

 Bank Overdrafts 
	Short Term

Borrowings

(Less than 12

months)

RM`000

9,672
	Long Term Borrowings

(More than 12 months)

RM`000

           -
	Total

RM`000

9,672

	  Bankers’ Acceptance
	49,779
	          -
	49,779

	  Term Loan
	               1,412                
	9,561
	10,973

	  Hire Purchase
	    524
	    751
	               1,275

	
	61,387
	10,312
	71,699

	Unsecured :-
	
	
	

	  Bank Overdrafts
	                    -
	                  -
	                    -

	
	             61,387
	           10,312
	             71,699


B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the latest practicable date, which is not earlier than 7 days from date of issuance of this quarterly report.

B11.
Changes in Material Litigation

There were no pending material litigation as at the date of this report.

B12.
Dividend


No interim and final dividend was recommended by the Board of Director for the financial period ended 30 June 2006.

B13.
Earnings per share


The basic Earnings per Share and Diluted Earnings per Share of the Group were the same for the reporting period as there were no effect of dilutive potential ordinary shares.

	
	Current Quarter ended

30/06/06
	3

 months ended

30/06/06

	Basic
	
	

	Net Loss attributable to ordinary shareholders (RM`000)
	(345)
	(345)

	Number of ordinary shares issued (`000)
	     42,000
	      42,000

	Basic Loss per ordinary share (sen)
	      (0.82)
	       (0.82)
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