GE-SHEN CORPORATION BERHAD

Company No. 633814-X

(Incorporated in Malaysia)


A.
EXPLANATORY NOTES IN ACCORDANCE WITH MASB 26
A1.
Basis of Preparation

This is the third quarterly report being drawn up as a public company listed on the Bursa Malaysia.  There were no audited consolidated financial statements of the Group for the financial year ended 31 December 2003, the financial year-end of Ge-Shen Corporation Berhad (“GSCB” or “the Company”) and its subsidiaries, Ge-Shen Plastics (M) Sdn. Bhd. (“Ge-shen”), GWJ Precision Mould (M) Sdn. Bhd. (“GWJ”) and Ezec Technology (M) Sdn. Bhd. (“Ezec”), (collectively referred to as “the Group”) as the Group was only formed on 31 May 2004. 

These interim financial statements are unaudited and have been prepared in accordance with the requirements of the paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Securities”) and the provisions of MASB 26 Interim Financial Reporting. 
The accounting policies and methods of computation adopted by the Group for these interim condensed financial statements are consistent with the most recent audited financial statements for the financial year/period ended 31 December 2003 of the respective companies.

A2.
Audit Report

The auditors’ report of GSCB, Ge-Shen, GWJ and Ezec for the financial year/period ended 31 December 2003 were not subject to any qualification. There were no annual audited consolidated financial statements for the Group for the financial year/period ended 31 December 2003 as the Group has not been formed as of that date. 
A3.
Seasonality or Cyclicality Factors
The Group’s interim operations were not significantly affected by any seasonal or cyclical factors.

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows
During the quarter, there were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size or incidence.
A5.
Change in Estimates
There were no changes in estimates of amounts reported in prior interim period that have a material effect on the results for the quarter.
A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
During the quarter, there were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities.
A7.
Dividends Paid 

There was no dividend paid during the quarter.

A8.
Segmental Reporting
The primary basis of segment reporting of the Group is business segment.  During the quarter, the Group operates principally in only one business segment.  The relevant financial information has been appropriately presented in the interim financial statements.

A9.
Valuation of Property, Plant and Equipment


The property, plant and equipment of the Group have not been revalued up to the end of the quarter.
A10.
Material Events Subsequent to the End of the Quarter Under Review
There were no material events subsequent to the end of the quarter that have not been reflected in the interim financial statements except for a subsidiary which has committed to purchase plant and machinery for a total consideration of RM3.4 million.  
A11.
Changes in the Composition of the Group
There were no changes in the composition of the Group during the quarter.

A12.
Changes in Contingent Liabilities or Contingent Assets
There were no changes in the contingent liabilities or contingent assets of the Group during the quarter.

A13.
Basis of Consolidation – On Acquisition Method
The subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition method of accounting, the results of subsidiaries acquired or disposed of are included from the effective date of acquisition or up to the effective date of disposal. The difference between the acquisition cost and the fair value of the net assets of the subsidiaries at the date of acquisition is reflected as goodwill or negative goodwill, as appropriate, which is amortised or released to income on a straight line basis over a period of twenty years commencing from the financial year ending 31 December 2004.
A14.
Proforma Group Income Statement for the quarter ended 31 December 2004
The proforma Group results for the quarter ended 31 December 2004, assuming the proforma Group had been effective throughout the period, are as follows:
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTERS

	
	RM’000


	
	RM’000



	Profit before taxation
	2,549
	
	11,503

	Taxation
	
(858)
	
	(2,772)

	
	
	
	

	Profit after taxation
	1,691
	
	8,731


B.
ADDITIONAL INFORMATION REQUIRED BY BURSA SECURITIES LISTING REQUIREMENTS
B1.
Review of Group’s Results for the Quarter Ended 31 December 2004
The Group was formed on 31 May 2004.  Accordingly, the Group’s results for the cumulative quarters comprise post-acquisition results of its subsidiaries from the period from 1 June 2004 to 31 December 2004.
The Group’s net profit for the quarter ended 31 December 2004 was RM1.691 million.  
There were no exceptional or extraordinary items for the current quarter and financial year-to-date.

B2.
Variation of Results Against Preceding Quarter
The Group achieved net profit for the period of RM1.691 million as compared to RM3.14 million achieved in third quarter despite revenue being relatively constant mainly due to the following factors:-

(i) unexpected increase in the price of tooling raw materials 

(ii) higher than expected fabrication cost of high end toolings and moulds;

(iii) under-provision of prior year’s income tax 
B3.
Prospects of the Group
Due to seasonal and cyclical demand, normal of the industry, the Group’s revenue is expected to be lower during the first half of 2005. Baring unforeseen circumstances, the future prospects of the Group remain positive.
B4.
Profit Forecast
The comparison of the actual proforma and forecasted net profit is as follows:-

	
	
	RM’000


	Forecasted net profit as set out in the Group’s prospectus dated 4 August 2004
	
	9,641

	Proforma Group’s net profit *
	
	8,731

	Variation (In RM)
	
	   910

	Variation (In %)
	
	9.4%


* The proforma Group’s net profit of RM8.731 million includes prior years’ under-provision for income tax amounting to RM267,000.

B5.
Tax Expense 
Taxation comprises the following:

	 
	Individual quarter ended
	
	Cumulative quarters ended

	 
	 31 Dec 2004
	
	  31 Dec 2003
	
	31 Dec 2004
	
	31 Dec
 2003

	
	 RM’000
	
	 RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	In respect of the     current period:-
	
	
	
	
	
	
	

	
Taxation
	509
	
	0
	
	1,976
	
	0

	      Deferred taxation
	349
	
	0
	
	9
	
	0

	 
	858
	
	0
	
	1,985
	
	0


The effective tax rate of the Group for the cumulative quarters is lower than the statutory tax rate mainly due to reinvestment allowances and pioneer status incentives claimed by the subsidiaries.
B6.
Sale of Unquoted Investments and/or Properties
There was no disposal of unquoted investments or properties during the quarter.

B7.
Purchase and disposal of quoted and marketable securities

There was no purchase or disposal of quoted and marketable securities during the quarter.
B8.
Status Of Corporate Proposal Announced And Utilisation of Proceeds Raised
There were no corporate proposals announced for the current quarter.

The gross proceed raised from the Public Issue amounting to RM 14,913,000 are to be utilised as per following manner:-


















   
   
          Utilisation of Proceed








     Up to end of current quarter








RM’000

RM’000

Purchases of plant and machinery

  7,200


        92*1
Purchase of factory



  2,000


        23*2
Working Capital



  3,963


   2,096
Estimated listing expenses


  1,750


   1,433*3
Total





14,913


   3,644






*1 Represents deposit paid.  During and subsequent to the financial year-end, the Group has entered into agreements to purchase plant and machinery approximately RM3.4 million.
*2 Represents deposit paid.
*3  The sum of RM1.433 million represent the actual amount of listing expenses incurred. The Group has obtained permission from the Securities Commission to reallocate the unutilised amount of RM0.317 million for working capital purposes.

The balance of the proceeds raised from the public issue is expected to be utilised by the end of year 2005.

B9.
Borrowings
The Group’s borrowings, all are repayable in Ringgit Malaysia, as of the end of the quarter are as follows:
	
	Secured

RM’000
	
	Unsecured

RM’000
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Term Loans
	1,336
	
	-
	
	1,336

	Trade Financing
	905
	
	-
	
	905

	Hire Purchase Payables
	1,053
	
	-
	
	1,053

	
	3,294
	
	-
	
	3,294

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Term Loans
	2,050
	
	-
	
	2,050

	Hire Purchase Payables
	1,357
	
	-
	
	1,357

	
	3,407
	
	-
	
	3,407

	
	
	
	
	
	

	Total
	6,701
	
	-
	
	6,701


B10.
Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of this report.

B11.
Material Litigation

The Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this announcement. 

B12.
Dividend


The following dividends have been declared / proposed by the Company:-
(i) An interim dividend of approximately 2.78 sen per share, less 28% tax, amounting to RM1,600,000 in respect of the financial year ended 31 December 2004.   This dividend is expected to be paid out by 31 March 2005.

(ii) The Board of Directors of the Company has proposed a final dividend of approximately 2.78 sen per share, less 28% tax, amounting to RM1,600,000 in respect of the financial year ended 31 December 2004 subject to the approval of the members at the forthcoming Annual General Meeting.

B13.
Earnings Per Share

Basic earnings per share (EPS)


	

	
	31 Dec 2004
	
	31 Dec 2003
	
	31 Dec 2004
	
	31 Dec 2003

	
	
	
	
	
	
	
	

	Net profit for the period (RM’000)
	1,691
	
	(10)
	
	5,470
	
	(10)

	
	
	
	
	
	
	
	

	Weighted average number
	
	
	
	
	
	
	

	of shares in issue (‘000)
	42,350
	
	2
	
	42,350
	
	2

	
	
	
	
	
	
	
	

	Basic EPS (sen)
	4.00
	
	(500)
	
	12.92
	
	(500)


Diluted EPS
The Group does not have any convertible securities and accordingly diluted EPS is not applicable.
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