PART A: EXPLANATORY NOTES AS PER FRS 134
A1.

Basis of Preparation 

The interim financial statements have been prepared under the historical cost convention. The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. 

The significant accounting policies, methods of computation and basis of consolidation applied in the interim financial statements are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006.

FRS2

Share-based Payment

FRS3

Business Combinations

FRS5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of the above new/revised FRS does not have significant financial impact on the Group for the period under review except for the FRS mentioned in (a) and (b)  below. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRS are summarised below:-
(a) FRS 2 : Share- based payment

FRS 2 requires that share-based payment transactions be recognized in the Financial Statements. The company operates an equity-settled, share-based compensation plan for the employees. The compensation expense relating to share options is recognised in the profit or loss over the vesting periods of the grant.  

A1. 
Basis of Preparation (cont’d)
(b) FRS 5 : Non-current Assets Held for Sale and Discontinued Operations

The Group has applied FRS 5 in accordance with its transitional provisions, which has resulted in the recognition of a discontinued operation. The Group ceased providing services in the design, manufacture, supply and installation of sound and communication systems since early 2005 and the comparative figures now reflect this business activity as a discontinued operation. 
A2.
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.

A3.
Seasonal or Cyclical Factors 

The operations of the Group were not significantly affected by any major seasonal or cyclical factors.
A4.
Unusual and Extraordinary Items 

There were no unusual and/or extraordinary items affecting assets, liabilities, equity, net income or cash during the current quarter under review and financial year-to-date.
A5.
Material Changes in Estimates

There were no material changes in estimates reported in the quarter under review.

A6.
Debt and Equity Securities
During the financial year-to-date, the issued and paid-up share capital of the Company increased from 211,751,567 ordinary shares of RM1.00 each to 270,627,567 ordinary shares of RM1.00 each by: 
(i) the issuance of renounceable rights issue of 57,552,000 new ordinary shares of RM1.00 each (“Rights Shares”) on the basis of three Rights Shares for every one existing ordinary share of RM1.00 each held in the Company at an issue price of RM1.20 per Rights Shares; and

(ii) the issuance of 1,324,000 new ordinary shares of RM1.00 each at the subscription price of RM1.00 per new share pursuant to the Employees Share Option Scheme (“ESOS”) of the Company.

Other than the above, there was no other issuance, cancellation, share buy-back, resale of shares bought back and repayment of debt and equity securities by the Company for the financial year-to-date.

A7.
Dividend Paid

There was no dividend paid during the quarter under review and the financial year-to-date.
A8.
Segmental Information

	
	3 months ended
	YTD 12 months ended

	
	31.12.06
	31.12.05
	31.12.06
	31.12.05

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Revenue from continuing operations: 
	
	
	
	

	Machine Shop Division
	72,492
	-
	208,262
	-

	Logistics Engineering Division
	58,771
	-
	107,405
	-

	Fleet Management Division
	2,332
	-
	8,272
	-

	Investment Holding
	-
	-
	-
	-

	Total revenue from continuing operations
	133,595
	-
	323,939
	-

	Revenue from discontinued operations
	-
	13
	-
	918

	Total
	133,595
	13
	323,939
	918

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations: 
	
	
	
	

	Machine Shop Division
	6,558
	-
	29,994
	-

	Logistics Engineering Division
	2,333
	-
	1,881
	-

	Fleet Management Division
	(71)
	-
	412
	-

	Investment Holding 
	1,831
	-
	(2,079)
	-

	Total results from continuing operations
	10,651
	-
	30,208
	-

	Profit from discontinued operations
	-
	20,700
	-
	16,701

	
	
	
	
	

	Total
	10,651
	20,700
	30,208
	16,701


A9.
Valuation of property, plant and equipment

There was no revaluation of property, plant and equipment as the group does not adopt a revaluation policy on property, plant and equipment. 
A10.
Subsequent Events
On 31 January 2007, SEB announced that it had on the same date entered into a share sale agreement with MTrans Transportation Corporation Sdn Bhd (formerly known as Kiara Kilau Sdn Bhd) (“MTC”) to acquire 10,400,002 ordinary shares of RM1.00 each in MTrans ("Sale Shares"), representing 40% of the issued and paid-up share capital of MTrans, for a total purchase consideration of RM25 million, to be satisfied in cash (“Proposed Acquisition”).

Pursuant to the above, SEB had on 31 January 2007, paid RM2.5 million, representing 10% of the purchase consideration as a deposit to MTC. The remaining balance of RM22.5 million, representing 90% of the purchase consideration is payable to MTC upon the completion date of the share sale agreement.

A11.
Changes in Composition of the Group

On 10 July 2006, the Group acquired 13,260,000 ordinary shares of RM1.00 each in MTrans Transportation Systems Sdn Bhd (“MTTS”), representing 51% equity interest in MTTS for a total cash purchase consideration of RM30 million. MTTS is an unlisted company incorporated in Malaysia which is involved in the manufacturing and assembly of buses and monorails. 

A12.
Discontinued Operations

The business of Bell & Order Berhad (“B&O”) ceased in early 2005 and its revenue, results and cash flows were as follows: -
	
	3 months ended
	YTD 12 months ended

	
	31.12.06
	31.12.05
	31.12.06
	31.12.05

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	-
	13
	-
	918

	
	
	
	
	

	Profit before tax
	-
	20,700
	-
	16,701

	Income tax expense
	-
	-
	-
	-

	Profit for the period 
	-
	20,700
	-
	16,701

	
	
	
	
	

	Cash flows from operating activities 
	-
	14,208
	-
	13,687

	Cash flows from investing activities
	-
	5,040
	-
	3,752

	Cash flows from financing activities
	-
	(1,740)
	-
	-

	Total cash flows
	-
	17,508
	-
	17,439


A13.
Contingent Liabilities

There were no changes in contingent liabilities since the last annual balance sheet date as at 31 December 2005. 

A14.
Capital Commitments 

The capital commitments not provided for in the financial statements as at 31 December 2006 are as follows:

	
	RM ‘000 

	Approved and contracted
	

	-     Property, plant and equipment
	14,340

	
	

	Approved but not contracted
	

	· Property, plant and equipment
	27,560

	· Proposed acquisition of additional interest in subsidiary company, MTrans (refer to note B8(b))
	25,000

	· Others
	7,800

	
	60,360



	Total

	74,700


  A15.
Significant related party transactions

The following are the significant related party transactions:

	
	
	4th Quarter ended

31.12.06 
	YTD ended 

31.12.06

	
	
	RM’000
	RM’000

	Transaction with the holding company
	
	
	

	- Administrative Services Fee
	
	500 
	2,000

	Transaction with a subsidiary of the holding company
	
	
	

	- Derrick Lease Agreement
i.  Lease Rental

ii. Settlement arising from early termination
	
	131

8,472
	1,050

8,472


Save as disclosed above, there was no other significant related party transaction to the end of the current quarter.
PART B:
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS

B1.
Review of Performance for the Quarter 
The Group recorded a turnover of RM 133.595 million for the quarter ended 31 December 2006. The results are not comparable with the corresponding quarter in 2005 due to the corporate exercise which was completed on 15 December 2005. The financial results for the corresponding quarter in 2005 were from businesses contributed by the Bell & Order Berhad Group of companies which have been discontinued. 

B2.
Results against Preceding Quarter 

The Group achieved a net profit of RM10.651 million for the quarter ended 31st December 2006 compared to RM 6.450 million in the preceding quarter ended 30th September 2006. The increase was due to the higher contribution from the Machine Shop Unit as a result of large orders received from Saudi.
B3.
Current year prospects 

The turnover for the Machine Shop Division is anticipated to improve primarily due to contribution from the Singapore Machine Shop. The expansion plans for Labuan and Singapore this year will provide new capacity to fulfill demand for Machine Shop services.
The acquisition of MTrans Transportation Systems Sdn Bhd (“MTrans”) has enabled the Company to increase its logistics engineering product range and extend its market coverage regionally. The Logistics Engineering Division is expected to provide a more significant contribution to the group’s results in the second quarter due to the acquisition of the additional 40% equity interest in MTrans in January 2007. 
The Fleet Management Unit continues to focus on its outsourcing business and is actively marketing its services to multinational companies with sizeable vehicle fleets. 
B4.
Profit Forecast or Profit Guarantee 
This section is not applicable as no Profit Forecast or Profit Guarantee was published or issued.
B5.
Income Tax Expense 

[image: image1.wmf]31.12.06
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31.12.05

RM'000

RM'000

RM'000

RM'000

Current Tax

Malaysian income tax

2,191

-

         

 

2,904

-

       

 

Foreign tax

2,809

-

         

 

8,666

-

       

 

5,000

-

         

 

11,570

-

       

 

Deferred tax

(865)

         

 

-

         

 

(345)

        

 

-

       

 

4,135

        

 

-

         

 

11,225

    

 

-

       

 

Over/(under) provision

29

-

         

 

(333)

-

       

 

Total 

4,164

        

 

-

         

 

10,892

    

 

-

       

 


A reconciliation of the statutory income tax rate to the effective income tax rate of the Group is as follows: -
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Current 
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Preceding 

Year 
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31-Dec-06 31-Dec-05 31-Dec-06 31-Dec-05

% % % %

            28               -               28               -   

-income not subject to tax                                   -                -                -   

-different tax rates in other countries              -                -                (6)              -   

-under/(over) provision in respect of previous years              -                -                -                -   

-

unrecognised tax loss/unabsorbed capital 

allowance              -                -                 4               -   

-expenses not deductible for tax purposes              -                -                -                -   

-share of associate's tax              -                -                -                -   

            28               -               26               -   

Tax effects of:

Effective tax rate 

Individual Quarter  Cumulative Quarter



Malaysian statutory tax rate 


B6.
Unquoted Investments and Properties 

There were no sales of unquoted investments and properties during the quarter under review.

B7.
Quoted and Marketable Investments  

Details of investments in Money Market Fund as at the reporting date are as follows:

	
	As at

31.12.06

RM’000

	Total investments at cost
	7,750

	Total investments at market value
	7,750

	
	


B8.
Corporate Proposals 


Status of Corporate Proposals Announced

(a)
Renounceable Rights Issue of  57,552,000 new ordinary shares of RM1.00 each in Scomi Engineering Bhd (formerly known as Bell & Order Berhad) (“SEB” or “Company”) at an issue price of RM1.20 per rights share on the basis of three (3) rights share for every one (1) existing SEB share held (“Rights Issue”)

On 20 January 2006, the Company allotted and issued 57,552,000 new ordinary shares of RM1.00 each at an issue price of RM1.20 per share pursuant to the Rights Issue. The cash proceeds from this issue amounted to RM69,062,400.


On 26 January 2006, the shares were listed and quoted on the Second Board of Bursa Malaysia Securities Berhad. 

The proceeds were utilised as follows:-

	
	RM ‘000

	Gross proceeds
	69,062

	Settlement of creditors pursuant to the composite scheme of arrangement
	(14,918)

	Expenses in relation to the corporate exercise
	(4,365)

	Working capital for business expansion
	(49,779)

	Balance as at 31 December 2006
	          0   


(b)
Proposed Acquisition of 10,400,002 ordinary shares of RM1.00 each in MTrans Transportation Systems Sdn Bhd (“MTrans”), representing forty percent (40%) of the issued and paid-up share capital of MTrans, for a total purchase consideration of RM25 million from MTrans Transportation Corporation Sdn Bhd (formerly known as Kiara Kilau) (“MTC”) (“Proposed Acquisition”)

On 31 January 2007, SEB announced that it had on the same date entered into a share sale agreement with MTrans Transportation Corporation Sdn Bhd (formerly known as Kiara Kilau Sdn Bhd) (“MTC”) to acquire 10,400,002 ordinary shares of RM1.00 each in MTrans ("Sale Shares"), representing 40% of the issued and paid-up share capital of MTrans, for a total purchase consideration of RM25 million, to be satisfied in cash (“Proposed Acquisition”).

Pursuant to the above, SEB had on 31 January 2007, paid RM2.5 million, representing 10% of the purchase consideration as a deposit to MTC. The remaining balance of RM22.5 million, representing 90% of the purchase consideration is payable to MTC upon the completion date of the share sale agreement.

The Proposed Acquisition is subject to the following approvals being obtained:-

(a) the Ministry of International Trade (“MITI”) for the sale and purchase of the Sale Shares;

(b) the Foreign Investment Committee (“FIC”) for the acquisition of the Sale Shares;

(c) the shareholders of MTC for the disposal of the Sale Shares;

(d) the noteholders of Scomi Group Bhd at a Bondholders’ Meeting to be convened;

(e) the financiers of MTrans Group for the disposal and acquisition of the Sale Shares (if required); and

(f) any other relevant authorities/ parties/ bodies (if required).

(c) Status of the settlement of OPL Intercompany Receivable, pursuant to the condition by the Securities Commission (“SC”) in relation to the disposal by the subsidiaries of SCOMI, KMC Oiltools Bermuda Limited (“KMCOB”) and KMC Oiltools (Cayman) of the entire equity interests in Oiltools Pte Ltd (now known as OMS Oilfield Services Pte Ltd) (“OPL”) and OMS Oilfield Holdings (Malaysia) to Scomi Engineering Bhd 
On 21 September 2006, CIMB Investment Bank Berhad ("CIMB"), on behalf of the Company made an application to the SC for an extension of time of six (6) months from 15 December 2006 to 15 June 2007 for the settlement of the amount owing from KMCOB to OPL (“OPL Intercompany Receivable”). The SC had via its letter dated 9 October 2006 approved the proposed time extension. 

Pursuant thereto, on 26 January 2007, CIMB, on behalf of the Company announced that the full settlement of the OPL Intercompany Receivable has been made on 26 January 2007.

B9.
Borrowings (Secured)
The group borrowings including hire purchase creditors as at the end of the reporting period are as follows:

	
	As at 31.12.06

	
	RM’000

	Short term borrowings
	51,656

	Long term borrowings
	24,316

	Total
	75,972

	
	
	


Borrowings denominated in following currencies: 
	
	As at
 31.12.06

	
	USD’000
	RM’000 Equivalent

	United States Dollars  
	7,886
	29,020

	Malaysian Ringgit
	-   
	46,952

	Total
	7,886
	75,972

	
	
	


B10.
Off Balance Sheet Financial Instruments 

There were no off balance sheet financial instruments as at the date of this report.
B11.
Change in Material Litigation 


Neither the company nor any of its subsidiaries is engaged in any litigation or arbitration, either as a plaintiff or defendant, which has a material effect on the financial position of the Company or any of its subsidiaries and the Board does not know of any proceedings pending or threatened, or of any fact likely to give rise to proceedings, which might materially and adversely affect the position or business of the company or any of its subsidiaries.
B12.
Dividend Payable 


Subject to shareholders’ approval at the forthcoming Annual General Meeting, the Directors have recommended a final tax exempt dividend in respect of the financial year ended 31 December 2006 of 3% per share, amounting to a dividend payable of approximately RM8,118,827.01 (2005: Nil). 

The dividend payable and entitlement dates will be announced at a subsequent date.

B13. 
Earnings per share 

(a) Basic

The computations for earnings per share are as follows:

	
	3 months ended
	YTD 12 months ended

	
	31.12.06
RM’000
	31.12.05
RM’000
	31.12.06
RM’000
	31.12.05
RM’000

	Profit from continuing operations attributable to ordinary equity holders of the company
	8,946

	-

	28,267

	-


	Profit from discontinued operations attributable to ordinary equity holders of the company
	-
	20,700
	-
	16,701

	Profit attributable to ordinary equity holders of the company
	8,946
	20,700
	28,267
	16,701

	Weighted average number of ordinary shares in issue (‘000)
	270,623
	15,301
	267,033
	21,822

	Basic earnings per share (sen) for:

   Profit from continuing operations
	3.31
	-
	10.59
	-

	Profit from discontinued operations
	-
	135.28
	-
	76.53

	   Profit for the period
	      3.31
	135.28
	10.59
	76.53


(b) Diluted
The computations for diluted earnings per share are as follows: 
	
	3 months ended
	YTD 12 months ended

	
	31.12.06

RM’000
	31.12.05

RM’000
	31.12.06

RM’000
	31.12.05

RM’000

	Profit from continuing operations attributable to ordinary equity holders of the company
	8,946


	-


	28,267


	-



	Profit from discontinued operations attributable to ordinary equity holders of the company
	-
	20,700
	-
	16,701

	Profit attributable to ordinary equity holders of the company
	8,946
	20,700
	28,267
	16,701

	Weighted average number of ordinary shares in issue (‘000)
	270,623
	15,301
	267,033
	21,822

	
	
	
	
	

	Dilutive effect of unexercised share options (‘000)


	7,902
	-
	6,928
	-

	Adjusted weighted average number of

ordinary shares in issue and issuable (‘000)
	278,525
	15,301
	273,961
	21,822

	
	
	
	
	

	Diluted earnings per share (sen) for:

   Profit from continuing operations
	3.21
	-
	10.32
	-

	Profit from discontinued operations
	-
	135.28
	-
	76.53

	   Profit for the period
	      3.21
	135.28
	10.32
	76.53


B14.     Authorisation for Issue
The unaudited financial statements for the year ended 31 December 2006 were authorised for issue on 21st February 2007 by the Board of Directors.
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						3 months ended				YTD 12months ended

						31.12.06		31.12.05		31.12.06		31.12.05

						RM'000		RM'000		RM'000		RM'000

		Current Tax

		Malaysian income tax				2,191		- 0		2,904		- 0

		Foreign tax				2,809		- 0		8,666		- 0

						5,000		- 0		11,570		- 0

		Deferred tax				(865)		- 0		(345)		- 0

						4,135		- 0		11,225		- 0

		Over/(under) provision				29		- 0		(333)		- 0

		Total				4,164		- 0		10,892		- 0
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						Individual Quarter				Cumulative Quarter

						Current Year Quarter		Preceding Year Quarter		Current Year Quarter		Preceding Year Quarter

						31-Dec-06		31-Dec-05		31-Dec-06		31-Dec-05

						%		%		%		%

		Malaysian statutory tax rate				28		- 0		28		- 0

		Tax effects of:

		-		income not subject to tax				- 0		- 0		- 0

		-		different tax rates in other countries		- 0		- 0		(6)		- 0

		-		under/(over) provision in respect of previous years		- 0		- 0		- 0		- 0

		-		unrecognised tax loss/unabsorbed capital allowance		- 0		- 0		4		- 0

		-		expenses not deductible for tax purposes		- 0		- 0		- 0		- 0

		-		share of associate's tax		- 0		- 0		- 0		- 0

		Effective tax rate				28		- 0		26		- 0
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