


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 2007. 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 2007.


CHANGES IN ACCOUNTING POLICIES

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with the most recent annual audited financial statements of the year ended 31 August 2007 except for the adoption of all the  applicable new/revised Financial Reporting Standards (``FRS``) which is effective for financial period beginning 1 September 2007 of the Group. The Directors do not anticipate that the application of these standards will have a significant impact of the results and the financial position of the Group other than the restatement of accounts as follows:- 
FRS 117 Lease

Prior to 1 September 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings. Leases of land and buildings are classified as operating or finance leases in the same way as leases of other assets and the land and buildings elements of a lease of land and buildings are considered separately for the purposes of lease classification. Leasehold land held for own use is now classified as operating lease and where necessary, the minimum lease payments or the up-front payments made are allocated between the land and the buildings elements in proportion to the relative fair values for leasehold interests in the land element and buildings element of the lease at the inception of the lease. The up-front payment represents prepaid lease payments and are amortised on a straight-line basis over the lease term.

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. At 1 September 2007, the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepared lease payments as allowed by the transitional provisions. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively. 

FRS 117 Lease

The effect to the Group comparative figures on adoption of the above FRSs is as follows:-

	
	
	Previously 

Stated

RM
	Reclassification
RM
	Restated

RM

	
	
	
	
	

	
	  Carrying amount as at
	
	
	

	
	  31 August 2007
	
	
	

	
	
	
	
	

	
	  Property, plant and equipment
	49,484,397
	(2,378,040)
	47,106,357

	
	  Prepaid land lease payments
	-
	2,378,040
	2,378,040


The adoption of FRS 117 does not have a significant financial impact on the Group.
A2.
AUDITOR’S REPORT ON PRECEDING ANNUAL FINANCIAL

STATEMENTS

The auditors’ report of the audited financial statements for the financial year ended 31 August 2007 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
There was no item of exceptional, extraordinary or unusual in nature, size or incidence in the 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
	
	3-month

	
	Ended
	
	Ended

	
	30.11.2007
	
	30.11.2006

	
	RM’000
	
	RM’000

	Segment revenue
	
	
	

	Manufacturing
	33,293
	
	39,383

	Property investment
	-
	
	-

	Total segment revenue
	33,293
	
	39,383


	
	3-month
	
	3-month

	
	Ended
	
	Ended

	
	30.11.2007
	
	30.11.2006

	
	RM’000
	
	RM’000

	Segment results
	
	
	

	Investment holdings
	(12)
	
	(20)

	Property investment
	29
	
	-

	Manufacturing
	(940)
	
	523

	
	(923)
	
	503

	Goodwill written off
	-
	
	78

	Total segmental results
	(923)
	
	581


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 30 Nov 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 30 Nov 2007. 

A12.
CHANGES IN CONTINGENT LIABILITIES/ASSETS

There were no changes in contingent liabilities/assets since the last annual balance sheet as at 31 August 2007 other than as follows:-

	
	As at
	
	As at

	
	30.11.2007
	
	31.08.2007

	Unsecured
	RM’000
	
	RM’000

	
	
	
	

	Corporate guarantee given to bankers for 
	
	
	

	credit facilities granted to subsidiary companies
	93,280
	
	99,280


A13.
CAPITAL COMMITMENT
	
	As at
	
	As at

	
	30.11.2007
	
	31.08.2007

	
	RM’000
	
	RM’000

	
	
	
	

	
	
	
	

	Authorised but not contracted for:
	
	
	

	
	
	
	

	Property, plant and equipment
	3,000
	
	3,000

	
	
	
	


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 30 Nov 2007 decreased to RM33.29 million compared to RM39.38 million recorded in the corresponding quarter ended 30 Nov 2006. The lower revenue is due to lower selling prices, in addition to a softer volume loading from existing customers.  

In line with a lower turnover, the Group recorded a loss before taxation of RM1.39 million in the current quarter as compare to a profit before taxation of RM0.58 million in the corresponding quarter.  The current quarter loss was attributable to the lower turnover, strengthening of the Ringgit vs USD and higher marketing costs. 
B2.
MATERIAL CHANGE IN PROFIT BEFORE TAXATION
The Group recorded a loss before taxation of RM1.39 million for the quarter under review compared to loss of RM0.15 million registered in the preceding quarter ended 31 Aug 2007. This was partly due to the lower selling prices and increased raw material costs. Higher administration expenses also another contributing factor.
B3.
PROSPECT FOR THE CURRENT FINANCIAL YEAR
The Malaysian economy strengthened further with real GDP raised to 6.7% in 3Q2007 against 5.7% in 2Q2007. Growth in the manufacturing sector picked up to expand by 3.4% (vs 1.5%) due to a further expansion in the domestic-oriented industries.
Nevertheless, we did not discount the global economic factor. US housing starts reached a 15-year low to 1.182 mil in September 2007 with no sign of the fundamentals needed to turn the direction over the immediate term. The plunge has been a large drag on economic growth as further risk surrounds the defaults coming from sub-prime borrowers.

Meanwhile, the Japan’s housing starts fell for a fifth month to 971,000 in November 2007, indicating that stricter rules for obtaining building permits may remain a drag on economic growth in the near term.
The Group continue to be affected by the weak selling prices and escalating raw material costs. Appropriate measures like improve cost structure and redirecting sales efforts to more lucrative markets, will be taken to minimise those impacts on the performance.  
B4.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT
Not applicable as no profit forecast was published.

B5.
TAXATION







	
	
	
	3-month

ended

30.11.2007

RM

	Current year taxation

	
	
	40,698

	Deferred taxation
	
	
	0

	
	
	
	40,698



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


On 11 September 2007, a subsidiary company has entered into a Sale and Purchase Agreement to dispose 3 parcels of freehold land with a carrying value of RM1.4 mil for a total sale consideration of approximately RM1.4 mil. 

B7.
QUOTED SECURITIES 

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

ended

30.11.2007

RM’000

	Purchase consideration
	
	
	Nil

	
	
	
	

	Sales proceeds    
	
	
	Nil

	Gain / (Loss) on disposal
	
	
	Nil

	
	
	
	



Details of investments in quoted securities as at 30 Nov 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 30 Nov 2007 are as follow:
	
	
	
	RM’000

	Secured Short Term Borrowings
	
	
	39,047

	Secured Long Term Borrowings
	
	
	6,409

	
	
	
	

	
	
	
	45,456

	
	
	
	


B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


There were no off balance sheet financial instruments as at 30 Nov 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
	3.3740
	
	1,350
	Dec 2007

	US Dollar
	400
	3.3690
	
	1,348
	Jan 2008

	
	
	
	
	
	

	
	800
	
	
	2,698
	


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 2007. 

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 30 Jan 2008, 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 30 Nov 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





ended




30.11.2007




Loss attributable to Ordinary 


Equity holders of the Company  
(RM’000)

(1,273)

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


Basic loss per share 
(sen)

(1.01) 


Diluted earnings per share

The fully diluted loss per share is the same as the basic loss per ordinary share, as the effects of ESOS and warrants are ignored as they all anti-dilutive, in calculating the diluted loss per ordinary share in accordance with FRS 133 on Earning per Share.
B14.
AUTHORISED FOR ISSUE


The interim financial statements were authorised for issue by the Board of Directors on 30 Jan 2008.

B15.
LIMITED REVIEW

A limited review was carried out by Messrs John Lim & Associates, Chartered Accountants on the Interim Financial Report for the 3-month ended 30 Nov 2007
For and on behalf of the Board

UDS Capital Berhad

TAN WANG GIAP
Secretary
30 Jan 2008
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