UDS CAPITAL BERHAD (502246-P)

Quarterly Report on consolidated results for the 3rd financial quarter ended 31 May 2006


NOTES TO THE INTERIM FINANCIAL REPORT

A1.
Accounting Policies

The interim financial report is unaudited and has been prepared in compliance with Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The condensed interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 August 2005.

The accounting policies and methods of computation used in the preparation of the interim financial reports are consistent with those adopted in the audited financial statements for the year ended 31 August 2005.

A2.
Auditors’ Report

The auditors’ report of the audited financial statements for the financial year ended 31 August 2005 was not subjected to any qualification.
A3.
Seasonal/Cyclical Factors

There were no significant seasonal or cyclical factors which have materially affected the results of the Group for the current quarter.

A4.
Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter under review.
A5.
Changes in Estimates

There are no changes in estimates of accounts reported in prior interim periods of the current or prior quarter.


A6.
Issuance of Equity or Debts Securities

During the current quarter, no new ordinary shares were issued.

A7.
Dividend Paid

The Company on 13 March 2006 had made the payment of the first and final dividend of 4% less 28% tax amounted to RM1,821,679 in respect of the financial year ended 31 August 2005 to depositors registered in the Records of Depositors at close of business on 28 February 2006.
A8.
Segmental Reporting


Analysis by Segment 
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REVENUE

External Sales

               -   

        41,299 

        40,359 

               -   

        81,658 

Inter-segment revenue

               -   

        15,154 

          4,131 

       (19,285)

               -   

Total

               -   

        56,453 

        44,490 

       (19,285)

        81,658 

RESULTS

Operating profit/(Loss)

            (146)

          2,812 

             (61)

               -   

          2,605 

Interest expense, net

              26 

         (1,244)

            (738)

               -   

         (1,956)

Share of loss of 

associates company

               -   

               -   

             (31)

               -   

             (31)

Profit/(Loss) before 

taxation

            (120)

          1,568 

            (830)

               -   

             618 

Taxation

               -   

            (375)

               -   

               -   

            (375)

Profit/(Loss) after 

taxation

            (120)

          1,193 

            (830)

               -   

             243 

Minority Interest

               -   

                1 

               -   

               -   

                1 

Profit/(Loss) for the 

year

            (120)

          1,194 

            (830)

               -   

             244 

(in RM ‘000)

A9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

A10.
Material Subsequent Events

On 4th July 2006, the wholly-owned subsidiary, Syarikt U D Trading Sdn Bhd has signed a Sale of Share Agreement to sell its 100% equity stake, comprising 2,164,500 ordinary shares of RM1.00 each in Dimensi Alam Sdn Bhd at an aggregate selling price of RM458,655.00, the announcement of which was made on the same date. As a result of this divestment, the Group incurs a loss on diposal of associated company of approximately RM1,440,000.00 
A11.
Changes in Composition of the Group

There were no changes in the composition of the Group since the last annual financial statement.

 A12.
Contingent Liabilities or Contingent Assets

The Company has extended corporate guarantee to bankers for credit facilities to a limit of approximately RM67.3 million granted to subsidiary companies.

A13.
Capital Commitments

	
	
	As at 

31 May 2006
	
	As at

31 May 2005

	
	
	RM’000
	
	RM’000

	Property, plant and equipment
	
	
	
	

	   Approved and contracted for
	
	Nil
	
	Nil

	   Approved but not contracted for
	
	2,300
	
	Nil

	
	
	2,300
	
	Nil


A14.
Significant Related Party Transactions

There were no significant related party transactions since the last annual financial statements.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS

 OF BURSA MALAYSIA SECURITIES BERHAD

B1.
Review of Performance

Turnover for the period is RM81,658,000 as compared to RM72,271,000 in the preceding year shows an increase of 13.0% in turnover of the current period as compared to preceding year period.

The Group recorded a profit before tax (“PBT”) of RM617,000 for the period as compared to PBT of RM6,873,000 in the preceding year period.

The aggressive marketing, promotional and pricing strategies implemented by the Group have proven to be fruitful with Group turnover increased by 13.0% as compared to the previous year period. 

However, the strategies also necessitated short term sacrifices on profit margins.

B2.
Variation of Results against Preceding Quarter

Turnover for the current quarter is RM29,058,000 compared to RM27,172,000 in the preceding quarter representing an increase of 6.9% in turnover of the current quarter as compared to the preceding quarter.

The Group recorded a PBT of RM521,000 for the current quarter, as compared to the LBT of RM840,000 in the preceding quarter.

The Group successfully turnaround mainly due to the effort of the Group to enhance productivity and costs efficiencies in it operations.
B3.
Prospect for the Current Financial Year

Barring any unforeseen circumstances, the group expects that business prospects for the coming financial year to remain competitive.

B4.
Variance from Profit Forecast

Not applicable as no profit forecast was published.

B5.
Tax Expense

	
	
	Current Year Quarter
	
	Preceding Year Corresponding Quarter

	
	
	RM’000
	
	RM’000

	Income Tax
	
	
	
	

	- Provision for the period
	
	168
	
	695

	
	
	
	
	


The taxation charge disproportionate to the operating results is mainly due to the claim of reinvestment allowances and export allowances.
B6.
Profit or loss on Sale of Investments and/or Properties

During the current year quarter, the subsidiaries made a gain on disposal of RM191,000 from disposal of properties.

B7.
Quoted Securities

There was no purchase or disposal of quoted securities for the current year quarter.
B8.
Status of Corporate Proposal

Proceed from right issue has been utilizing as follows:-
	
	
	RM ’000
	

	a)
Repayment of bank borrowings

b)
Working capital


	
	10,000
6,867
	

	
	
	16,867
	


B9.
Borrowings and Debts Securities

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

	
	
	Secured
	
	Unsecured
	
	Total

	
	
	RM’000
	
	RM’000
	
	RM’000

	Short Term
	
	40,991
	
	-
	
	40,991

	Long Term
	
	859
	
	-
	
	859

	  
	
	41,850
	
	-
	
	41,850


B10.
Off Balance Sheet Financial Instruments

The Group enter into forward contract to sell the followings US Dollar in relation to the Group’s export sales:-

	Outstanding contract in

USD ‘000
	Exchange Rate
	Equivalent in RM ‘000
	Expiry Date

	97
	3.6545
	356
	30/06/06

	500
	3.6545
	1,827
	30/06/06

	500
	3.6050
	1,803
	03/08/06

	500
	3.6050
	1,803
	03/08/06

	500
	3.5995
	1,800
	01/09/06

	500
	3.5995
	1,800
	01/09/06

	140
	3.5965
	504
	03/10/06

	400
	3.5965
	1,439
	03/10/06

	460
	3.5965
	1,654
	03/10/06

	500
	3.5830
	1,792
	06/11/06

	500
	3.5830
	1,792
	06/11/06

	500
	3.5780
	1,789
	04/12/06

	500
	3.5780
	1,789
	04/12/06

	500
	3.5725
	1,786
	03/01/07

	500
	3.5725
	1,786
	03/01/07

	500
	3.5675
	1,784
	05/02/07

	500
	3.5675
	1,784
	05/02/07

	500
	3.5635
	1,782
	05/03/07

	500
	3.5635
	1,782
	05/03/07

	500
	3.5590
	1,780
	04/04/07

	500
	3.5590
	1,780
	04/04/07

	9,597
	
	34,412
	

	
	
	
	


B11.
Material Litigation

Save as disclosed below, as at the Latest Practicable Date, UDS and its subsidiary companies is not engaged in any material litigation, claims or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the Group. The Directors of UDS have no knowledge of any proceedings, pending or threatened or of any facts likely to give rise to any proceedings which may materially or adversely affect the position or business of UDS and its subsidiary companies:

(a)
UDT had sold goods to Chuan Lai Furniture (“CLF”) amounting to RM142,548.50 and obtained a guarantee dated 24 June 2000 from the partners of CLF, namely Goo Chuan Huat and Goo Chuan Lai. UDT filed an action against CLF as a firm together with the partners of CLF and obtained judgment in default on 2 October 2002. As CLF still failed to pay, UDT proceeded with a writ of seizure and sale proceedings (“WSS”) against CLF. Further, as CLF had taken out the goods and/or part of the goods that was seized by the Sessions Court Bailiff of Batu Pahat, UDT then filed an application for committal and was successful. 

CLF attempted to set aside all the judgments against it but failed. CLF’s appeal to the Court of Appeal to seek leave to proceed with its appeal to set aside the WSS was also dismissed. 

In the meantime, Goo Chuan Lai (trading as Chuan Lai Furniture) has taken legal action against UDT and the bailiff of the Sessions Court of Batu Pahat claiming, inter-alia, (i) unspecified damages (ii) that the WSS proceeding was void and illegal and (iii) that UDT be restrained from proceeding with the said WSS. UDT is planning to file an application to strike out the legal action. Based on the advice of its lawyers, the Directors of UDT are of the view that UDT has a good chance of striking out the legal action. UDT is also confident that in the unlikely event UDT fails in defending any counter-suit by CLF, the damages awarded would not have any material financial impact on UDT. Furthermore, the said trade debts (inclusive of interest and other charges) amounting to RM172,666.06 have been fully written-off by UDT in its financial statements for the financial year ended 28 November 2003.

.

B12.
Dividend Payable

The first and final dividend of 4% per share less tax of 28% amounting to RM1,821,679 in respect of the financial year ended 31 August 2005 has been approved by shareholders’ and was paid to the entitled shareholders on 13 March 2006.
B13.
Earnings Per Share

	
	Individual Quarter

31 May
	Cumulative Quarter

31 May

	
	2006
	2005
	2006
	2005

	Net profit/(loss) for the period (RM’000)
	352
	1,106
	244
	5,133

	Number of ordinary shares in issue (‘000)

 - Weighted average

 - Diluted
	126,506

N/A 
	104,413

    N/A
	110,081
N/A
	103,871

N/A 

	
	
	
	
	

	Earning per share (sen)

 - Basic

 - Diluted
	0.28
N/A
	1.06
N/A
	0.21
N/A
	4.94
N/A


.

By order of the Board

Tan Wang Giap

Secretary

Dated : 28 July 2006
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				Invesment Holding		Manufacturing		Marketing & Distribution		Elimination/Adjustment		Consolidated

		REVENUE

		External Sales		- 0		41,299		40,359		- 0		81,658

		Inter-segment revenue		- 0		15,154		4,131		(19,285)		- 0

		Total		- 0		56,453		44,490		(19,285)		81,658

		RESULTS

		Operating profit/(Loss)		(146)		2,812		(61)		- 0		2,605

		Interest expense, net		26		(1,244)		(738)		- 0		(1,956)

		Share of loss of associates company		- 0		- 0		(31)		- 0		(31)

		Profit/(Loss) before taxation		(120)		1,568		(830)		- 0		618

		Taxation		- 0		(375)		- 0		- 0		(375)

		Profit/(Loss) after taxation		(120)		1,193		(830)		- 0		243

		Minority Interest		- 0		1		- 0		- 0		1

		Profit/(Loss) for the year		(120)		1,194		(830)		- 0		244



Guest:
UDT results




