
NOTES TO THE INTERIM FINANCIAL STATEMENTS

A1. 
ACCOUNTING POLICIES
The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standards (“FRS”) 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 August 2006. These explanatory notes attached to the interim financial statements should 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 August 2006.

New and Revised FRSs, Amendments to FRSs and Issues Committee (“IC”) Interpretations not adopted
The MASB has issued the following Financial Reporting Standards (``FRSs``) and interpretations that are effective for annual periods beginning after 1 October 2006 and that have not been applied in preparing the interim financial statements.

The Group has not adopted FRS 139 Financial Instruments: Recognition and Measurement and the consequential amendments resulting from FRS 139 which effective date is deferred to a date to be announced by the MASB. FRS 139 establishes the principles for the recognition and measurement of financial assets and financial liabilities including circumstances under which hedge accounting is permitted.

The Group has also not adopted the following FRSs, Amendments to FRSs and IC Interpretations that have been issued as at the date of authorisation of the interim financial statements but are not yet effective for the Group. The Directors do not anticipate that the application of these standards when they are effective will have a significant impact on the results and the financial position of the Group.
	
	For financial periods beginning on or after

	
	

	FRS 6: Exploration for and Evaluation of Mineral Resources
	1 January 2007

	Amendment to FRS 121: The Effects of Changes in Foreign Exchange Rates - Net Investment in a Foreign Operation 

	1 July 2007

	IC Interpretation 1: Changes in Existing Decommissioning, Restoration and Similar Liabilities
	1 July 2007

	IC Interpretation 2: Members’ Shares in Co-operative Entities and Similar Instruments 

	1 July 2007

	IC Interpretation 5: Rights to Interests arising from 

Decommissioning, Restoration and Environmental Rehabilitation Funds
	1 July 2007


	
	For financial periods beginning on or after

	
	

	IC Interpretation 6: Liabilities arising from Participating in a Specific Market - Waste Electrical and Electronic Equipment
	1 July 2007

	IC Interpretation 7: Applying the Restatement Approach under FRS 129 - Financial Reporting in Hyperinflationary Economies
	1 July 2007

	IC Interpretation 8: Scope of FRS 2
	1 July 2007

	FRS 107: Cash Flow Statements 

	1 July 2007

	FRS 111: Construction Contracts
	1 July 2007

	FRS 112: Income Taxes 

	1 July 2007

	FRS 117: Leases
	1 October 2006

	FRS 118: Revenue 

	1 July 2007

	FRS 120: Accounting for Government Grants and Disclosures of Government Assistance
	1 July 2007

	FRS 124: Related Party Disclosures
	1 October 2006

	FRS 134: Interim Financial Reporting
	1 July 2007

	FRS 137: Provisions, Contingent Liabilities and Contingent Assets 
	1 July 2007

	IC Interpretation 1, 2, 5, 6, 7 and FRS 6, 111, 120 and Amendment to FRS 121: The Effects of Changes in Foreign Exchange Rates - Net Investment in a Foreign Operation are not relevant to the Group’s operations.

 


A2.
AUDITOR’S REPORT ON PRECEDING ANNUAL FINANCIAL

STATEMENTS
The auditors’ report of the audited financial statements for the financial year ended 31 August 2006 was not subjected to any qualification.
A3.
SEASONAL OR CYCLICAL FACTORS
The Group’s operation is seasonal and cyclical in nature whereby the performance for the second quarter (December to February) is normally poorer than the rest of the quarters. This is due mainly to the long festive holidays in Malaysia as well as lower demand for the export markets after Christmas and New Year celebration.

A4.
EXCEPTIONAL, EXTRAORDINARY OR UNUSUAL ITEM
An impairment loss of RM518,153 has been recognised in the financial statements arising from impairment loss of unquoted investment and property, plant and equipment in the current financial quarter under review.

A5.
CHANGES IN ESTIMATE


There is no change in estimate.
A6.
ISSUANCE, REPURCHASE AND CANCELLATION OF SHARES



During the current quarter, no new shares have been issued to eligible employees under the ESOS or from the exercise of the Warrants issued by the Company.  
The Company has not issued any other shares, debt or convertible securities. 

A7.
DIVIDENDS PAID


No dividends were paid for the current quarter.

A8.
SEGMENTAL INFORMATION

Segment information is presented in respect of the Group’s business segment. 
	
	3-month
	
	12-month

	
	ended
	
	ended

	
	31.08.2007
	
	31.08.2007

	
	RM’000
	
	RM’000

	Segment revenue
	
	
	

	Investment holdings                                  
	0
	
	335

	Manufacturing
	23,353
	
	103,198

	Marketing/ distribution
	12,935
	
	57,307

	Property investment
	0
	
	26

	Total revenue including inter-segment sales
	36,288
	
	160,866

	Elimination of inter-segment sales
	(3,707)
	
	(24,981)

	
	
	
	

	Total segment revenue
	32,581
	
	135,885


	
	3-month
	
	12-month

	
	Ended
	
	Ended

	
	31.08.2007
	
	31.08.2007

	
	RM’000
	
	RM’000

	Segment results
	
	
	

	Investment holdings
	(365)
	
	(189)

	Property investment
	7
	
	78

	Manufacturing
	996
	
	1,105

	Marketing / distribution
	(1,009)
	
	(1,116)

	
	
	
	

	
	(371)
	
	(122)

	Eliminations
	0
	
	240

	Inter-company dividends paid
	0
	
	(335)

	Total segmental results
	(371)
	
	(217)


A9.
CARRYING AMOUNT OF REVALUED ASSETS


The valuation of property, plant and equipment has been brought forward, without amendments from the previous annual financial statements.
A10.
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE PERIOD

There were no materials events subsequent to the period ended 31 Aug 2007 that have not been reflected in the financial statements of the interim period.

A11.
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the current quarter ended 31 Aug 2007. 

However, the Group has completed the acquisition of 51% equity interest in Poh Keong Industries Sdn Bhd (“PK”), a company incorporated in Malaysia, for a cash consideration of RM2.712 million on 9 October 2006. The principal activity of PK is manufacturing of furniture and components. 

The acquisition subsidiary has contributed the following results to the Group:
	
	3-month
ended

31.08.2007

RM’000
	
	12-month
ended

31.08.2007

RM’000

	
	
	
	

	Revenue 
	2,611
	
	13,598

	Profit for the period
	188
	
	322

	
	
	
	

	If the acquisition had occurred on 1 September 2006, the Group’s revenue and profit for the year from 1 September 2006 to 31 August 2007 would have been RM15,736,299 and RM297,136 respectively.

The assets and liabilities arising from the acquisition are as follows:

	
	Fair value

RM’000
	
	Acquiree’s

Carrying

Amount

RM’000

	
	
	
	

	Property, plant and equipment
	5,675
	
	5,675

	Inventories
	1,456
	
	1,456

	Trade and other receivables
	2,421
	
	2,421

	Fixed deposit with licensed bank
	16
	
	16

	Cash and bank balances
	309
	
	309

	Trade and other payables
	(3,973)
	
	(3,973)

	Borrowings
	(394)
	
	(394)

	Deferred tax liabilities
	(41)
	
	(41)

	Total net assets
	5,469
	
	5,469

	Less: Minority interest
	(2,679)
	
	

	Group’s share of net assets
	2,790
	
	

	Excess of Group’s interest in the net fair value

of acquiree’s identifiable assets, liabilities and contingent liabilities over cost
	(78)
	
	

	
	2,712
	
	


The cash outflow on acquisition is as follows:
	
	12-month
ended

31.08.2007

RM’000

	
	

	Purchase consideration satisfied by cash / cashflow of the Company
	2,712

	
	

	Cash and cash equivalents of  subsidiary acquired
	(309)

	
	

	Net cash outflow of the Group
	2,403

	
	


A12.
CHANGES IN CONTINGENT LIABILITIES/ASSETS

There were no changes in contingent liabilities/assets since the last annual balance sheet as at 31 August 2006 other than as follows:-

	
	As at
	
	As at

	
	31.08.2007
	
	31.08.2006

	
	RM’000
	
	RM’000

	
	
	
	

	Corporate guarantee given to bankers for 
	
	
	

	credit facilities granted to subsidiary companies
	81,180
	
	70,200


A13.
CAPITAL COMMITMENT
	
	As at
	
	As at

	
	31.08.2007
	
	31.08.2006

	
	RM’000
	
	RM’000

	
	
	
	

	Authorised and contracted for:
	
	
	

	
	
	
	

	Building construction
	-
	
	-

	
	
	
	

	Authorised but not contracted for:
	
	
	

	
	
	
	

	Building construction
	-
	
	1,209

	
	
	
	


A14.
SIGNIFICANT RELATED PARTY TRANSACTIONS

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

B1.
PERFORMANCE REVIEW

The Group’s revenue for the current quarter ended 31 Aug 2007 decreased to RM32.58 million compared to RM34.45 million recorded in the corresponding quarter ended 31 Aug 2006. The lower revenue is attributable a keener competition, in addition to a softer volume loading from existing customers.  

Despite the challenging environment, the Group managed to record a gross profit of RM4.98 million in the current quarter as compare to a gross loss of RM3.85 million in the corresponding quarter. In line with the improved operations,  loss before taxation in the current quarter recorded at RM0.15 million from a loss before taxation of RM9.82 million in the corresponding quarter. The substantial improvement was attributed to group’s effort to reduce costs and improve manufacturing efficiency. 

B2
MATERIAL CHANGE IN PROFIT BEFORE TAXATION
The Group recorded a loss before taxation of RM0.15 million for the quarter under review compared to RM1.16 million registered in the preceding quarter ended 31 May 2007. This was partly due to impairment losses as explained in Note A4 above. Escalating raw material prices and strengthening of the Ringgit against the US Dollar were other contributing factors to the performance. 
B3.
PROSPECT FOR THE CURRENT FINANCIAL YEAR
The Malaysian government expansionary fiscal policy of the Ninth Malaysian Plan augurs well for the entire Malaysian economy. Specially, the upcoming Iskandar Development Region in Johor and the Northern Corridor Economic Region in the North are likely to attract massive amounts of local and foreign investments as well as spur developmental activities, which in turn, would contribute positively to our business. 
Nevertheless, we did not discount the global economic factor. Global economic growth is expected to moderate this year amidst weaker growth forecast for the US economy. The IMF has revised its US forecast to a slower 1.9% growth in 2008 from an earlier predicted of 2.8%. Europe’s economic fundamentals are strong and this will help it weather the negative effects of the US sub-prime woes. However, it is expected to decelerate to 2.1% growth in 2008 (from 2.5% in 2007) owing to the stronger Euro and the lag effect of higher interest rate. The Japanese economy has retreated, due to weaker consumer spending and exports. The yen carry trade is posing another challenge to growth prospects. The surge in oil prices is another threat that could undermine global growth. 
Despite weakening global economic indicators, the Group is confident that with a clear strategy for growth, profit maximization and product differentiation, as well as keeping a close eye on managing efficiencies and costs, the current level of operations will not be worse off.

B4.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT
Not applicable as no profit forecast was published.

B5.
TAXATION







	
	3-month

ended

31.08.2007

RM’000

	
	12-month

ended

31.08.2007

RM’000

	Current year taxation

	(62)
	
	69

	Under provision in prior year
	0
	
	108

	Deferred taxation
	172
	
	125

	
	110
	
	302



The current year taxation is mainly due to non-availability of set-off against taxable profit made by other subsidiary companies in the Group.
B6.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES


There were no sales of unquoted investments and/or properties for the current financial quarter. 

B7.
QUOTED SECURITIES 

Details of the purchases and disposals of quoted securities included in Other Investment are as follows:
	
	3-month

ended

31.08.2007

RM’000

	
	12-month

ended

31.08.2007

RM’000

	Purchase consideration
	74
	
	74

	
	
	
	

	Sales proceeds    
	0
	
	250

	Gain / (Loss) on disposal
	0
	
	38

	
	
	
	



Details of investments in quoted securities as at 31 Aug 2007:
	
	
	
	RM’000

	At cost
	
	
	1,803

	At net book value
	
	
	1,675

	At market price
	
	
	1,758


B8.
STATUS OF CORPORATE PROPOSALS
There were no corporate proposals announced but not completed as at the date of this quarterly report.
B9.
GROUP’S BORROWINGS
The Group’s borrowings, all denominated in Ringgit Malaysia, as at 31 Aug 2007 are as follow:
	
	
	
	RM’000

	Secured Short Term Borrowings
	
	
	46,972

	Secured Long Term Borrowings
	
	
	4,731

	
	
	
	

	
	
	
	51,703

	
	
	
	


B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


There were no off balance sheet financial instruments as at 31 Aug 2007 other than the following contracts to sell US Dollar in relation to the Group’s confirmed sales. 
	Currency
	Outstanding

Contract In

USD’000
	Average

Exchange

Rate
	
	Equivalent

In

RM’000
	Expiry Month

	
	
	
	
	
	

	US Dollar
	400
	3.3790
	
	1,352
	Nov 2007

	US Dollar
	400
	3.3740
	
	1,350
	Dec 2007

	US Dollar
	400
	3.3690
	
	1,348
	Jan 2008

	
	
	
	
	
	

	
	1,200
	
	
	4,050
	


The related accounting policies for the off balance sheet financial instruments are as disclosed in the audited financial statements for the year ended 31 August 2006. 

B11.
MATERIAL LITIGATION

As previously disclosed, a subsidiary company, Syarikat U.D. Trading Sdn. Bhd. has a pending litigation with Goo Chuan Lai, trading as Chuan Lai Furniture (‘CLF’). Based on the advice of solicitors, the directors are of the opinion that the counter-suit by CLF will not be successful.

As at 31 Oct 2007, there were no changes in material litigation, including the status of pending material litigation as mentioned above. 

B12.
DIVIDEND

No interim dividend has been declared for the financial period ended 31 Aug 2007. 
B13.     EARNINGS PER SHARE

Basic earnings per share

Basic earnings per share is calculated by dividing the Group earnings attributable to ordinary equity holders of the Company by the weighted average number of ordinary shares of RM0.50 in issue during the period.




3-month
12-month




ended
ended



31.08.2007
31.08.2007




Loss attributable to Ordinary 


Equity holders of the Company  
(RM’000)
(342)
(2,518)

Weighted average number of shares 
(’000 shares)
126,505   
126,505  


Basic loss per share 
(sen)
(0.27)
(1.99) 


Diluted earnings per share

For the purpose of calculating diluted earnings per share, the weighted average numbers of ordinary shares in issue during the quarter under review have been adjusted for the dilutive effects of all potential ordinary shares, i.e. Warrants and the share options granted to employees.

During the quarter under review, the diluted earnings per share has not been presented as the conversion of each class of potential shares have anti-dilutive effect as the exercise price of the shares are above the average market value of  the Company’s shares.

B14.
AUTHORISED FOR ISSUE


The interim financial statements were authorised for issue by the Board of Directors on 31 Oct 2007.

For and on behalf of the Board

UDS Capital Berhad

TAN WANG GIAP
Company Secretary
31 Oct 2007
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