GE-SHEN CORPORATION BERHAD

Company No. 633814-X

(Incorporated in Malaysia)


A.
EXPLANATORY NOTES IN ACCORDANCE WITH FRS 134

A1.
Basis of Preparation

The unaudited condensed interim financial statements for the third quarter ended 31 December 2006 have been prepared in accordance with Financial Reporting Standards (“FRS”) 134 Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (Bursa Securities). The unaudited condensed interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2006.

The accounting policies and methods of computation adopted in these interim financial statements of the Company and its subsidiaries ("The Group") are consistent with those adopted for the annual financial statements for the financial year ended 31 December 2006 except for the adoption of the following new and revised FRS issued by MASB that are effective for the Group’s annual reporting date, 31 December 2007:


FRS 117 - Lease


FRS 124 - Related Party Disclosures

The adoption of FRS mentioned above does not have significant impact on the Group.

A2.
Audit Report

The auditors’ report of the Company for the financial year ended 31 December 2006 was not subject to any qualification.

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, the Group repurchased 2,092,000 units of its issued and fully paid ordinary shares from the open market at an average price of RM0.5266 per share. The total consideration paid for the repurchase including transaction costs was RM1,106,688. The repurchase transactions were financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with the Section 67A of the Companies Act, 1965.
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.
Property, Plant and Equipment
(a) Revaluation 


The property, plant and equipment of the Group have not been revalued up to the 
end of the quarter.

(b) Material acquisition and disposals

During the three month period ended 31 March 2007, the Group acquired plant and machinery at a cost of RM0.340 million. Group received a proceed of RM 0.157 million from disposal of plant and machinery during the three months period ended 31 March 2007. 
The mechanical and engineering works for the investment in Vietnam have commenced, of which its capital expenditure amounted to approximately USD0.389 million (equivalent to approximately RM1.358 million) was incurred during the quarter. 

A10.
Material Events Subsequent to the End of the Quarter Under Review

Subsequent to the end of the quarter, on 11 May 2007, the Group has announced that GWJ Precision Mould (M) Sdn. Bhd.(“GWJ”), a wholly owned subsidiary of the Company, has entered into a technology license agreement with Sansun (HK) Limited in connection with the licensing of Enhanced Surface Coating Application (“ESCA”) 3D Effects technology for consumer electronics and other products. 

The agreement relates to a transfer of know how in connection with the usage of proprietary ESCA 3D Effects technology for use upon piece parts or finished components of consumer electronics products. Pursuant to the technology license agreement, for a consideration of USD250,000 (equivalent to approximately RM0.887 million), the Group are granted an exclusive, non-transferable manufacturing process right of the licenced technology within Malaysia.
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.

B.
ADDITIONAL INFORMATION REQUIRED BY BURSA SECURITIES LISTING REQUIREMENTS

B1.
Review of Group’s Results for the Quarter Ended 31 December 2006
The Group’s net profit for the quarter ended 31 March 2007 was RM0.568 million.
There were no exceptional or extraordinary items for the current quarter and financial period-to-date.

B2.
Variation of Results Against Preceding Quarter

The Group’s performance continued to improve, reporting an increase of net profit of RM0.361 million as compared to the previous year corresponding quarter of RM0.207 million. 

B3.
Prospects of the Group

The Group’s prospects remain cautiously positive but may be affected by unexpected startup cost overrun in its investment in Vietnam and any slowdown in market demand.

B4.
Profit Forecast

The Group did not publish any profit forecast during the quarter.
B5.
Tax Expense 

Taxation comprises the following:

	 
	Individual quarter ended
	
	Cumulative quarters ended

	 
	31 Mar 2007
	
	31 Mar 2006
	
	31 Mar 2007
	
	31 Mar  2006

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

	
	
	
	
	
	
	
	

	In respect of the     current period:-
	
	
	
	
	
	
	

	
Income tax
	70
	
	 49
	
	70
	
	49

	      Deferred taxation
	(17)
	
	208
	
	(17)
	
	208

	 
	53
	
	257
	
	53
	
	257



The effective tax rate of the Group’s current tax charge for the period was lower than statutory tax rate mainly due to the reinvestment allowances claimed by its 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


Save as disclosed below, there was no other corporate proposals announced but not completed as at the date of this announcement:

Proposed purchase of ordinary shares on Bursa Malaysia Securities Berhad of up to ten percent (10%) of its issued and paid-up share capital. (”Proposed Share Buy-Back”). The proposed share buy-back has been approved during Extraordinary General Meeting (“EGM”) held on 20 October 2006. During the quarter, the Company has repurchased 2,092,000 units of its issued and paid ordinary shares as disclosed in Note A6. 
B9.
Borrowings

The Group’s borrowings, all are repayable in Ringgit Malaysia and secured, as of the end of the quarter are as follows:

	
	
	
	
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Term Loans
	
	
	
	
	729

	Bankers’ Acceptance
	
	
	
	
	1,256

	Hire Purchase Payables
	
	
	
	
	69

	
	
	
	
	
	            2,054

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Term Loans
	
	
	
	
	1,083

	
	
	
	
	
	            1,083

	
	
	
	
	
	

	Total
	
	
	
	
	3,137


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 Board of Ge-Shen Corporation Berhad has, on 13 February 2007 recommended a final tax exempt dividend of 2 sen per ordinary share in respect of the financial year ended 31 December 2006 amounting to RM1,538,160 based on total number of shares of 76,908,000 as at 31 January 2007.  The dividend recommended is subject to the approval of the members of the Company at the forthcoming Annual General Meeting.
B13.
Earnings Per Share

Basic earnings per share (EPS)


	

	
	31 Mar 2007
	
	31 Mar 2006
	
	31 Mar 2007
	
	31 Mar  2006

	
	
	
	
	
	
	
	

	Net profit for the period (RM’000)
	568
	
	207
	
	568
	
	207

	
	
	
	
	
	
	
	

	Weighted average number
	
	
	
	
	
	
	

	of shares in issue (‘000)#
	77,605
	
	80,000
	
	77,605
	
	80,000

	
	
	
	
	
	
	
	

	Basic EPS (sen)
	0.73
	
	0.26
	
	0.73
	
	0.26



Note:

# Represent the effect of treasury shares 3,092,000 shares arising from share buy back exercise.

Diluted EPS

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