MESB Berhad

Interim Financial Report for the quarter ended 31 December 2005.

The figures have not been audited.

NOTES TO THE INTERIM FINANCIAL REPORT
PART A – EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD 134 (“FRS 134”)
A1.
Basis of preparation


The interim financial report is unaudited and has been prepared in accordance with the requirements of FRS 134 Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the financial year ended 31 December 2004.

A2.
Audit report qualification

The audit report for the financial year ended 31 December 2004 was not subject to any qualification.

A3.

Seasonal or cyclical factors

The operations of the Group, other than the retailing division, are not subject to any seasonal or cyclical changes. The retail segment will benefit from higher consumer spending during festivals, school holidays and carnival sales.
A4.
Exceptional or unusual items

There were no items of an exceptional or unusual nature that have affected the assets, liabilities, equity, net income or cash flows of the Group during the current quarter and financial year to date.
A5.
Changes in estimates of amount reported previously


There were no changes in the estimates of amounts reported in prior interim periods of the current financial period or changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.  
A6.
Debt and equity securities

There were no other issuance, cancellation, repurchases, resale and repayments of debt and equity securities for the current quarter.
A7.
Dividends paid

There were no dividends paid during the quarter under review.
A8.
Segment reporting for the current financial year to date
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(3,241,017)
(1,054,529)
6,826,815
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Segment assets

 

 

 

 

21,957,926

5,395,575

79,224,325

 

106,577,826

Segment liabilities

 

 

 

6,816,357

11,454,304

40,859,791

 

59,130,452

Capital expenditure

 

 

 

443,309

80,312

6,531,715

 

7,055,335

Depreciation

 

 

 

 

272,779

68,623

1,093,895

 

1,435,297


	 
	 
	 
	 
	 
	 
	 
	 
	 


A9.
Valuations of Property, Plant and Equipment

There was no revaluation of property, plant and equipment during the current quarter. The valuation of land and buildings had been brought forward without amendment from the previous annual audited report.
A10.
Material Events Subsequent to the End of the Interim Period

There was no material events subsequent to the end of the current quarter as at 24 February 2006.
A11.
Changes in composition of the Group

Pursuant to a shareholders’ agreement dated 15 August 2005 between Miroza Leather (M) Sdn Bhd (“MLSB”), a wholly owned subsidiary of the Company, and VAD & VID Shoes Sdn Bhd (“VAD & VID”), MLSB had on 16 December 2005, subscribed for an additional 509,998 new ordinary shares of RM1.00 each in Theme Fashion (M) Sdn Bhd (“TFSB”) for consideration of RM505,198 in cash and RM4,800 in kind, thereby changing MLSB’s shareholding from 2 to 510,000 ordinary shares in TFSB.  At the same time, VAD & VID subscribed for 490,000 new ordinary shares of RM1.00 each in TFSB.  As a result, MLSB’s equity interest in TFSB has decreased from 100% to 51% of the enlarged issued and paid-up capital of TFSB.

Other than the abovementioned, there were no other changes in the composition of the Group during the current interim period.

A12.
Changes in contingent assets and contingent liabilities
In the normal course of business, the Group makes various commitments and incurs certain liabilities. Details of the Group’s commitments and contingent liabilities as at 24 February 2006 are as follows:- 

	
	RM’000

	  Capital Commitments 

  Approved capital commitments
	

	  Contracted but not provided for
	-

	  Contingent Liabilities

  Corporate guarantees given to licensed banks for
	

	  Banking facilities granted to a subsidiary company 
	103,105


NOTES TO THE INTERIM FINANCIAL REPORT
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1.
Performance review


The Group’s profit before tax for the current quarter increased by 35% to RM4.1 million from RM3.0 million reported in the corresponding quarter last year. The improved performance was mainly due to better results achieved by the engineering division.

For the year ended 31 December 2005, profit before tax reduced slightly to RM1.6 million from RM2.0 million earned in the corresponding period last year mainly due to the lower profit achieved by the retailing division despite better results recorded by the engineering division. However, the results were not directly comparable as the accounts of the retailing division were only consolidated from July 2004 onwards.
B2.
Comment on material changes in profit before taxation

The Group’s profit before tax for the current quarter was significantly higher at RM4.1 million compared with RM0.3 million in the preceding quarter mainly due to improved performance by the engineering division and the retail division.
B3.
Commentary on prospects 
The retailing division will continue to be the main contributor in terms of profits for the coming financial year ending 31 December 2006.  On a positive note, the engineering division is expected to turnaround and contribute positively to Group earnings.

Overall, the Board of Directors expects the Group's performance for 2006 to be better than that of the previous financial year. 
B4.
Profit forecast or profit guarantee

Not applicable to the Group. 

B5.
Taxation
The taxation charge included the following:



Current 
Financial Year


Quarter
To date


RM’000
RM’000

Current year provision
719,529
1,745,529
Deferred tax
(2,625)
(2,625)
In respect of prior year
56,779
(101,772)

773,683
1,641,133
The effective tax rates for the periods presented above were higher than the statutory income tax rate in Malaysia due to losses of certain subsidiaries that were not available for set off against taxable profits of other subsidiaries and certain expenses which were not deductible for tax purposes.
B6.
Sale of unquoted investments and/or properties
There were no sales of unquoted investments and properties for the current quarter.
B7.
Quoted securities
(1)
There were no purchases and disposals of quoted securities by the Group for the current quarter and financial year to date.

(2)
There were no investments in quoted securities as at 31 December 2005.
B8.
Corporate proposal 
There were no outstanding corporate proposals announced but not completed within 7 days from the date of issue of this report
B9.
Borrowings and debt securities

Total Group borrowings as at 31 December 2005 are as follows :-

	
	
	RM
	RM

	Short Term 
	
	

	
	Hire Purchase Creditor
	244,702
	

	
	Fixed loan
	609,440
	

	
	Bill payable
	21,055,000
	

	
	Bank overdraft
	1,397,709
	23,306,848

	
	
	
	

	
	
	
	

	Long Term
	
	

	
	Hire Purchase Creditor
	558,878
	

	
	Fixed loan
	3,984,275
	4,543,153

	
	
	
	

	
	
	Total
	27,850,001


The bank overdrafts, bills payable and term loans are secured over certain subsidiaries’ properties, a subsidiary’s directors’ guarantee as well as fixed deposits placed on lien. 

B10.
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 24 February 2006.

B11.
Changes in material litigation

Other than in the ordinary course of business, the Group is not engaged in any material litigation as at 24 February 2006.
B12.
Dividends payable
No dividend has been declared nor recommended for the current quarter ended 31 December 2005.
B13.
Earnings per share
The basic earnings/(loss) per share is arrived at by dividing the net profit/(loss) attributable to ordinary shareholders and the number of ordinary shares in issue as follows:
	
	Current Quarter
	Financial Year

To date

	Net profit/(loss) attributable to ordinary shareholders (RM)
	3,167,348
	(206,809)

	
	
	

	Number of ordinary shares in issue (in thousand)
	42,000
	42,000

	
	
	

	Basic earnings/(loss) per share (sen)
	7.54
	(0.49)


By order of the Board

Mah Li Chen

Tan Ley Theng

Company Secretaries

Kuala Lumpur 

24 February 2006

