
ASTINO BERHAD

 (Company No.: 523085-X)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2007

1.
Basis of preparation of the Financial Statements
The Interim Financial Statements are prepared in compliance with Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting and Chapter 9 part K of the Bursa Malaysia Securities Berhad’s (“Bursa Malaysia”) Listing Requirements.

There are no changes in the Group’s accounting policies and methods of computations used in this quarterly financial statement as compared with the most recent annual audited financial statements except for the adoption of all the new/revised FRSs which are applicable to the Group and effective for financial periods beginning 1 August 2006. The Group has also early adopted the revised FRS117 Leases which are effective for financial periods beginning on or after 1 October 2006.

The adoption of the above FRSs did not have significant financial impact on the Group, except as presented below: -

a) FRS 2 SHARE BASED PAYMENT

FRS 2 requires an entity to recognise an expense in the income statement with a corresponding increase in equity over the vesting period for share options granted after 31 December 2004 and not yet vested at the effective date of this FRS. The total amount to be recognised is determined by reference to the fair value of the share options at grant date and the estimated number of share options expected to vest on vesting date.
The effects of adoption are as follows:

	
	RM’000

	Reduced in Profit After Taxation
	318

	Reduced in retained earnings brought forward
	279

	Increase in capital reserves
	597


b) FRS 3 BUSINESS COMBINATION

FRS 3 Business Combinations defines goodwill as the excess of the cost of business combination over the acquirer’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities at the acquisition date. Goodwill is recognised as an asset at cost less accumulated impairment losses, if any. FRS 3 requires that when the acquirer’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities at the acquisition date exceeds the cost of business combination, the excess (hereinafter referred to as “negative goodwill”), after reassessment, shall be recognised in the income statement.

Negative goodwill was previously credited directly to equity as reserve on consolidation. In accordance with the transitional provisions of FRS 3, negative goodwill as at 1 August 2006 has been derecognised with a corresponding adjustment to retained profits as at that date. 
c) FRS 117 LEASES

FRS 117 requires an entity to treat a lease of land as an operating lease with its upfront payments being classified as prepaid lease payments and amortised on a straight-line basis over the lease term. 

In accordance with the transitional provisions of FRS 117, the reclassification of leasehold land from property, plant and equipment to prepaid lease payments has been accounted for retrospectively with its unamortised revalued amount being retained as the surrogate carrying amount of the prepaid lease payments.

The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and comparative amounts of property, plant & equipment and prepaid lease payments as at 31 July 2006 have been restated.

d) FRS 140 INVESTMENT PROPERTY

FRS 140 requires an entity to measure investment properties, being properties held to earn rentals and/or for capital appreciation, at fair value or at cost less accumulated depreciation and accumulated impairment losses, if any.

The Group and the Company have elected the fair value model under which any gain or loss arising from a change in the fair value of investment properties is recognised in the income statement. In accordance with the transitional provisions of FRS 140, the effects of adopting the fair value model, including the reclassification of investment properties from property, plant and equipment, have been accounted for prospectively by adjusting the opening balances of relevant balance sheet items as at 1 August 2006.

2.
Disclosure of the qualification on the preceding annual financial statements

There was no qualification on the Group’s preceding annual financial statements.

3.
Seasonal or Cyclical Factors
The business of the Group was not affected significantly by cyclical factors as it does not have any distinguishable cycle. 

4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flow that are unusual because of their size, or incidence 
There was no items affecting assets, liabilities, equity, net income, or cash flow that are unusual because of their size, or incidence.

5.
Changes in estimates of amounts reported in prior interim period of the current financial period or in prior financial years
There were no material changes in the estimates of amounts reported in prior interim period of the current financial year or in prior financial years.

6.
Issuance, cancellations, repurchases, resale and repayments of debt and equity securities
Save as disclosed below, there were no cancellation, repurchases, resale and repayment of debt and equity securities during the financial year ended 31 July 2007: -

a) the Company had bought back 1,517,000 of its own shares at a total cash consideration of RM855,173. The highest and the lowest price per share purchased were at RM0.605 and RM0.50 respectively.

b) the Company had issued a total of 3,156,000 ordinary shares of RM0.50 each (“shares”) at an issuing price of RM0.50 for 72,500 shares, RM0.54 for 120,000 shares, RM0.55 for 2,937,500 shares and 26,000 shares at RM0.58 each pursuant to the Employees Share Option Scheme.

7.
Dividend paid
On 15 August 2006, the Company paid the first interim gross dividend of 3.5 cent per share less income tax of 28% for the financial year ended 31 July 2006 and the first interim dividend of 5.0 cent per share less income tax of 27% amounting to RM4,761,707.88 in respect of financial year ended 31 July 2007 was paid on 29 June 2007.

8.
Segmental Reporting

	Financial data by industry 

  Segment for the Group
	Current Year To Date

31 JULY 2007

	
	Revenue
	Profit/(Loss) Before Taxation

	
	RM'000
	RM'000

	
	
	

	Investment holding
	9,564
	7,512

	Manufacturing
	
	

	- Metal roofing & awning
	449,321
	22,051

	- PVC 
	10,364
	338

	- PE products
	1,117
	101

	
	470,366
	30,002

	
	
	

	Eliminations
	(181,117) 
	(8,168)

	
	
	

	
	289,249
	21,834


9.
Valuations of property, plant and equipment
There were no changes in the valuation of property, plant and equipment since the last audited financial statements for the year ended 31 July 2006.

10.
Material Events not reflected in the Financial Statements

There were no material subsequent events to be disclosed as at the date of this report.

11.
Changes in the composition of the Group
On 6 September 2006, the Company had acquired the entire issued and paid-up share capital, comprising 2 ordinary shares of RM1.00 each, in Astino Properties & Plantations Sdn. Bhd., at a total consideration of RM2.00.

12.
Contingent Liabilities or Contingent Assets

As at the date of report the total corporate guarantee given by the Company to secure credit facilities to its subsidiary companies are RM135.28million.

13. Capital commitments

Authorised capital commitments not provided for in the financial statements as at 31 July 2007: 

	
	RM’000

	Contracted for but not provided for
	14,163

	
	14,163


14.
Review of Performance

The turnover of the Group has increased by 11.40% for the current quarter ended 31 July 2007 as compared with the preceding year corresponding quarter ended 31 July 2006. The increase was mainly due to the increase in the demand of the Group’s products. 

The profit before tax for current quarter under review was 15.57% lower than the preceding year corresponding quarter ended 31 July 2006 mainly due to the decrease of profit margin and increase of finance costs.  

15.
Material changes in profit before taxation

For the quarter under review, the Group achieved a profit before taxation of RM4.47 million, an increase of RM0.51 million as compared to that of the preceding quarter ended 30 April 2007, which was recorded at RM3.96 million. The increase on the profit before tax for the current quarter under review was mainly due to the increase of sales.

16.
Prospects 


Baring any unforeseen circumstance, the Board anticipates the performance of the Group for the financial year ending 31 July 2008 remains profitable.


The Board expects the industry to be highly competitive in the coming financial year; however, the Group will concentrate in providing better services to its customers in order to strengthen its position.

17.
Profit Forecast and Profit Guarantee

Not applicable.

18.
Taxation

	
	Current 

 Quarter Ended 

31 July 2007
	Current 

Year To Date

31 July 2007

	
	RM’000
	RM’000

	Income Tax
	
	

	· Current year
	961
	5,048

	· Prior year
	(143)
	(143)

	
	818
	4,905

	Deferred Tax
	
	

	· Current year
	131
	345

	-     Prior year
	159
	(38)

	
	1,108
	5,212


The Group’s effective tax rate for the year ended 31 July 2007 was lower than the statutory tax rate mainly due to the lower tax rate on the first RM500,000 taxable income and the utilisation of reinvestment allowance.

19. Sale of Unquoted Investments and/or Properties

There was no disposal of unquoted investments and/or properties for the current quarter and financial year-to-date.

20. Quoted Securities

a) There was no purchase or sale of quoted securities for the current quarter and financial year to date.
b) Details of the investment in quoted securities as at 31 July 2007 were as follow:

	
	RM

	Total investment, at costs
	208,000.00

	Total investment, at market value
	213,200.00


21. Corporate Proposals
There was no corporate proposal being carried out during the year under review.

22. Group Borrowings and Debt Securities


Group borrowings as at 31 July 2007 are as follows: -

	
	
	Unsecured
	Secured
	TOTAL

	
	
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Short term borrowings
	
	
	
	

	Bank Overdrafts
	
	-
	-
	-

	Other borrowings
	
	77,987
	-
	77,987

	
	
	77,987
	-
	77,987

	
	
	
	
	

	Long term borrowings
	
	2,796
	-
	2,796

	
	
	80,783
	-
	80,783


23. Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of issue of this quarterly report.

24. Changes in Material Litigation

Save as disclosed below and as at the date of this report, neither the Company nor any of its subsidiaries are engaged in any material litigation, claim or arbitration, either as plaintiff or defendant and the Directors of the Company are not aware of any proceedings pending or threatened against the Company or its subsidiary companies or of any other facts likely to give rise to any proceedings which might materially or adversely affect the position or business of the Group financially or otherwise: -

(a)
Natural Incentive Sdn Bhd (“NI”), the wholly owned subsidiary of the Company, commenced an action against Tenaga Nasional Berhad (“TNB”) by way of a writ summons and statement of claim dated 5 December 2005 for inter alia, a court declaration that TNB’s allegations that the electricity meter had failed to record accurate consumption of electricity and NI owes TNB the sum of RM499,076-94 are baseless, untrue and unlawful; and for an order of injunction to restrain TNB from disconnecting the electricity supply to NI’s premises. The court granted an interim injunction in favour of NI against TNB on 14 December 2005. TNB filed a defence and counterclaim claiming for RM499,076-94 against NI for under billing of electricity consumed plus interests and costs. On 10 April 2007, the court has by the consent of both parties ordered that the Defendant, its directors, worker or agent are prohibited from disconnecting the electricity supply to NI’s premises.

The Board of Directors of the Company is of the view that NI has a fair chance of obtaining the injunction against TNB.
(b)
TNB had via its solicitors, issued a letter of demand dated 19 January 2006 against Ooi Joo Kee & Brothers Sdn Bhd (“OJK”), the wholly owned subsidiary of the Company, claiming for the sum of RM667,747-85 for under billing charges of electricity consumed caused by alteration and/or tampering of the electricity meter at OJK’s premises. On 18 March 2003, OJK issued a reply via its solicitors denying that the electricity meter had been altered and/or tampered with and the main reason for the decrease in electricity consumption was due to the relocation of its factory operations to another premise and this was previously explained to TNB’s representatives.

The Board of Directors of the Company is of the view that OJK has a fair chance of defending TNB’s action.

25. Dividends

No final dividends have been declared or paid by the Company for the current financial year ended 31 July 2006.

26. Earnings Per Share
	
	Current Year Quarter
31-07-2007
	Preceding Year Corresponding Quarter 

31-07-2006
	Current Year To Date
31-07-2007
	Preceding Year Corresponding Year 

31-07-2006

	Basic Earnings per share
	
	
	

	Net profit attributable to shareholders (RM’000)
	3,365
	3,740
	16,622
	10,344

	
	
	
	
	

	Weighted average no. of Ordinary shares in issue during the year (‘000)
	126,502
	126,289
	126,502
	126,289

	
	
	
	
	

	Basic earnings per share (sen)
	2.660
	2.961
	13.140
	8.191

	
	
	
	
	

	Diluted Earnings per share
	
	
	

	Net profit attributable to shareholders (RM’000)
	3,365
	3,740
	16,622
	10,344

	
	
	
	
	

	Weighted average no. of Ordinary shares in issue during the year (‘000)
	128,300
	126,289
	128,300
	126,289

	
	
	
	
	

	Diluted earnings per share (sen)
	2.623
	2.961
	12.956
	8.191
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