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 2006.
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 2006 except for the adoption of the new/revised Financial Reporting Standards (“FRS”) effective for  the financial period beginning 1 January 2007:

FRS 117
Leases

FRS 124
Related party disclosures
The principal effects of the change in accounting policy resulting from the adoption of FRS 117 is summarized below:-
FRS 117 : Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The upfront payments made for the leasehold land represent prepaid lease payments and are amortised on a straight line basis over the lease term. Prior to 1 January 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and, as disclosed in Note A2, certain comparative amounts as at 31 December 2006 have been restated.

A2.
Comparative Figures


The following comparative amounts have been restated due to the adoption of new FRS:-
	As at 31 December 2006
	
	As previously 
	Reclassification
	As restated

	
	
	
	
	stated
	FRS 117
	

	
	
	
	
	RM'000
	RM'000
	RM'000

	Non-current assets
	
	
	
	
	

	    Property, plant and equipment
	          89,712 
	(4,339)
	       85,373 

	    Prepaid lease payments
	
	                 -   
	4,196
	         4,196 

	Current assets
	
	
	
	
	

	   Receivables, deposits and prepayments
	        145,838 
	143
	      145,981 


A3
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the year ended 31 December 2006 was not qualified.

A4.
Seasonal or Cyclical Factors 

The operations of the Group were not significantly affected by any major seasonal or cyclical factors.
A5.
Unusual Items 

There were no unusual items affecting assets, liabilities, equity, net income or cashflows during the current quarter under review and financial year-to-date (“YTD”).
A6.
Material Changes in Estimates

There were no changes in estimates that have a material effect in the quarter under review.

A7.
Debt and Equity Securities
During the financial year-to-date, the issued and paid-up share capital of the Company increased from 270,627,567 ordinary shares of RM1.00 each to 271,160,567 ordinary shares of RM1.00 each by the issuance of 533,000 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.

A8.
Dividend Paid

There was no dividend paid during the quarter under review and the financial year-to-date.
A9.
Segmental Information

	
	3 months ended
	YTD 3 months ended

	
	31.03.07
	31.03.06
	31.03.07
	31.03.06

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Revenue from continuing operations: 
	
	
	
	

	Machine Shop 
	60,297
	33,379
	60,297
	33,379

	Logistics Engineering 
	6,105
	8,499
	6,105
	8,499

	Bus/monorail
	10,043
	-
	10,043
	-

	
	
	
	
	

	Total revenue from continuing operations
	76,445
	41,878
	76,445
	41,878

	Revenue from discontinued operations (Note A13)
	1,722
	1,445

	1,722
	1,445

	Total
	78,167
	43,323
	78,167
	43,323

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations: 
	
	
	
	

	Machine Shop 
	9,714
	5,776
	9,714
	5,776

	Logistics Engineering 
	(396)
	94
	(396)
	94

	Bus/monorail
	(23)
	-
	(23)
	-

	Total results from continuing operations
	9,295
	5,870
	9,295
	5,870

	Results from discontinued operations (Note A13)
	(251)
	158
	(251)
	158

	Total results from operations
	9,044
	6,028
	9,044
	6,028

	Unallocated corporate expenses
	(1,944)
	(578)
	(1,944)
	(578)

	Total
	7,100
	5,450
	7,100
	5,450


A10.
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. 
A11.
Significant event completed subsequent to the quarter under review
On 31 January 2007, the Company 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 a further 10,400,002 ordinary shares of RM1.00 each ("Sale Shares") in its subsidiary company MTrans Transportation  Systems Sdn Bhd (“MTrans”), representing 40% of the issued and paid-up share capital of MTrans, for a total purchase consideration of RM25 million which is to be satisfied in cash (“Proposed Acquisition”).

Pursuant to the above, the Company had on 31 January 2007 paid RM2.5 million, representing 10% of the purchase consideration as a deposit to MTC. Subsequently, on 3 April 2007, the Company announced that all conditions precedent in relation to this acquisition have been satisfied and the parties to the agreement have agreed to complete the Proposed Acquisition on this day.
A12.
Changes in Composition of the Group

There were no changes in the composition of the Group during the quarter under review.
A13.
Discontinued Operations
On 20 March 2007, the Company entered into a share sale agreement to dispose its subsidiary company Scomi Transportation Solutions Sdn Bhd (“SCOTS”), which in turn holds a wholly-owned subsidiary Asian Rent A-Car Sdn Bhd (collectively known as the “SCOTS Group” ), as further disclosed in note B8 (a). The subsidiary companies are engaged in the business of the provision of motor vehicles for “Hire and Drive” and fleet management which are non-core businesses of the Group.

As at 31 March 2007, the SCOTS Group was classified as a disposal group held for sale. The revenue, results and cashflows of the SCOTS Group were as follows:-

	
	3 months ended
	YTD 3 months ended

	
	31.03.07
	31.03.06
	31.03.07
	31.03.06

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	1,722
	    1,445
	1,722
	    1,445

	
	
	
	
	

	(Loss)/Profit before tax
	(170)       
	        158  
	(170)       
	        158  

	Income tax expense
	(81)
	        -
	(81)
	        -

	(Loss)/Profit for the period 
	(251)
	        158 
	(251)
	        158 

	
	
	
	
	

	Cash flows from operating activities 
	1,499
	1,033
	1,499
	1,033

	Cash flows from investing activities
	(84)
	223
	(84)
	223

	Cash flows from financing activities
	(1,614)
	(1,307)
	(1,614)
	(1,307)

	Total cash flows


	(199)
	(51)
	(199)
	(51)


The major classes of assets and liabilities of the SCOTS group classified as held for sale as at 31 March 2007 are as follows:
	ASSETS
	RM’000

	Property, plant and equipment

	13,183

	Goodwill on consolidation
	6,381

	Receivables, deposits and prepayments

	1,152

	Tax recoverable
	663

	Deferred tax assets
	279

	Deposits with licensed banks
	488

	Cash and bank balances                                           
	671

	Assets of disposal group classified as held for sale  
	22,817

	
	

	LIABILITIES
	

	Trade and other payables
	876

	Amounts due from ultimate holding and related companies
	(404)

	Borrowings
	    529

	Hire purchase creditors
	11,344

	Current tax liabilities
	445

	Liabilities directly associated with the assets 

   classified as held for sale
	12,790

	Net assets attributable to disposal group 
   classified as held for sale
	10,027



Note:
The liabilities under the disposal group do not include intercompany balances of RM6,271,000 with the Scomi Engineering Bhd’s group of companies which are eliminated at Group level upon consolidation.
A14.
Contingent Liabilities

There were no changes in contingent liabilities since the last annual balance sheet date as at 31 December 2006. 

A15.
Capital Commitments 
The capital commitments not provided for in the financial statements as at 31 March 2007 are as follows:

	
	RM ‘000 

	Approved and contracted for
	

	-     Property, plant and equipment

-    Proposed acquisition of additional interest in subsidiary company, MTrans   (refer to note A11) 
-     Others
	      11,570
   22,500
    3,095

	
	37,165

	Approved but not contracted for
	

	· Property, plant and equipment 
	26,350

	· Others
	4,705

	
	31,055

	Total

	68,220


A16.
Significant related party transactions
The following are the significant related party transactions:
	
	
	3 months ended

31.03.07 
	YTD 3 months ended 

31.03.07

	
	
	RM’000
	RM’000

	Administrative service fee payable to   holding company
	
	700  
	- 

	Interest income received from a related company
	
	153
	-


Save as disclosed above, there was no other significant related party transaction in 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 78.17 million for the quarter ended 31 March 2007 against RM 43.32 million in the corresponding quarter in 2006. This represents an increase of 80% due principally to the improved performance of the Machine Shop Unit and contribution from the MTrans Group of companies. 
B2.
Results against Preceding Quarter 

The Group achieved a net profit of RM7.10 million for the quarter ended 31 March 2007 compared to RM 10.65 million in the preceding quarter ended 31 December 2006. The decrease was principally due to the lower revenue under the Logistics Engineering and Bus divisions due to the deferment of certain projects.
B3.
Current year prospects 

The turnover for the Machine Shop Division continues to exceed expectations and is anticipated to further improve due to contribution from the new machine shops in Irian Jaya, Saudi and Johor Bharu. The expansion plans for Labuan and Singapore will provide additional capacity which will come onstream towards the second half of 2007.
The Logistics Engineering Division is expected to provide an increased contribution to the group’s results with effect from the second quarter due to the acquisition of the additional 40% equity interest in MTrans Transportation Systems Sdn Bhd in April 2007. The acquisition of additional equity will contribute to higher consolidated profit for the group. The Logistics Engineering Division is also expected to benefit positively from the increased expected expenditures to improve the local urban transportation system, which will spur the demand for buses and rail/monorail systems and services. 

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 
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Domestic current income tax is calculated at the statutory tax rate of 27% (2006: 28%) of the taxable profit for the period. Taxation for the other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

The lower effective tax rate of 20% ( 2006 corresponding quarter: 25%) is mainly due to the lower income tax rate of 18% (2006: 20%) applicable to a major subsidiary in Singapore but increased by losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries.

B6.
Unquoted Investments and Properties 
There were no sales of unquoted investments and properties during the quarter under review.
B7.
Quoted and Marketable Investments  
Investments in quoted securities as at 31 March 2007 are as follows:

	Non-current assets
	RM’000

	Quoted  shares  

- at cost
	2,594

	- at carrying/book value
	85

	- at market value                                                                
	460

	
	

	Current assets
	

	Investment in a money market fund 

- at cost                                                 
	650

	- at market value                                     
	650


B8.
Corporate Proposals 

Status of Corporate Proposals Announced
(a) Proposed disposal of 500,000 ordinary shares of RM1.00 each in Scomi Transportation Solutions Sdn Bhd (“SCOTS”), representing 100% of the issued and paid-up share capital of SCOTS, for a total consideration of RM3.8 million, to ALD International Group Holdings GmbH (“Vendor”)

On 20 March 2007, the Company entered into a share sale agreement to dispose of 500,000 ordinary shares of RM1.00 each in Scomi Transportation Solutions Sdn Bhd, representing 100% of the issued and paid-up share capital of the company, for a total sale consideration of RM3.8 million to be satisfied in cash (“Proposed Disposal”). SCOTS has a wholly-owned subsidiary, Asian Rent-A-Car Sdn Bhd (known as the “SCOTS Group”).


The Proposed Disposal is conditional upon, amongst others, the fulfillment of the following conditions within 3 months of the share sale agreement subject to such extension as the parties may mutually agree:

(i) the approval of the Foreign Investment Committee;

(ii) the approval of the shareholders of the Company (if required) for the disposal of the shares;

(iii) approval and consent of the financiers of the Group  (if required);

(iv) the regulatory authorities issuing the licences and/or permits to the Group to conduct the business; and

(v) any other regulatory authorities.

The completion of the share sale agreement is also subject to the net equity in the SCOTS Group on completion date being at least zero or in the event the net equity is negative, the Company shall reimburse SCOTS an amount sufficient so that net equity is at least zero.
(b) Proposed share premium reduction 

On 23 February 2007, the Company announced that it intends to reduce its share premium account pursuant to Section 64 of the Companies Act, 1965 by up to RM35.883 million, and utilise the credit arising therefrom to reduce the accumulated losses of the Company.  

The Proposed Share Premium Reduction is subject to, amongst others, the approvals of the Company’s shareholders to be obtained at the forthcoming Extraordinary General Meeting and the sanction of the High Court of Malaya thereafter.

(c) 
Proposed purchase of own shares by the Company of up to 10% of the total issued and paid-up share capital of the Company
On 19 April 2007, the Company announced its intention to seek the approval of its shareholders at the forthcoming Extraordinary General Meeting on the proposed purchase of own shares by the Company of up to ten percent (10%) of the total issued and paid-up share capital of the Company.
B9.
Borrowings (Secured)
The group borrowings including hire purchase creditors as at the end of the reporting period are as follows:

	Secured
	As at 31.03.07

	
	RM’000

	Short term borrowings
	22,453

	Long term borrowings
	12,069

	
	34,522

	Borrowings under disposal group
	11,873

	Total
	46,395

	
	
	


Borrowings are denominated in the following currencies: 
	USD’000

SGD’000

RM’000

As at 31.03.07 7

RM’000 equivalent
USD
4,500
-
-
15,570
 Malaysian Ringgit
-
-
30,171
30,171
 Singapore Dollars 
-
287
-
     654
Total

4,500

287

30,171

46,395


	
	


B10.
Off Balance Sheet Financial Instruments 

There were no off balance sheet financial instruments as at the date of this report.
B11.
Changes 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 financial 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 (2005: Nil).The dividend payable and entitlement dates will be announced at a subsequent date.

No interim dividend has been declared for the current quarter. 

B13. 
Earnings per share 
(a) Basic
The computations for earnings per share are as follows:
	
	3 months ended
	YTD 3 months ended

	
	31.03.07
RM’000
	31.03.06
RM’000
	31.03.07
RM’000
	31.03.06
RM’000

	Profit from continuing operations attributable to ordinary equity holders of the Company


	7,362
	5,292 


	7,362
	5,292 



	(Loss)/Profit from discontinued operations attributable to ordinary equity holders of the Company
	(251)


	158

	(251)


	158


	Profit attributable to ordinary equity holders of the Company
	7,111
 
	5,450

 
	7,111
 
	5,450

 

	Weighted average number of ordinary shares in issue (‘000)
	270,906
	256,514 
	270,906 
	256,514 

	Basic earnings per share (sen) for:

   Profit from continuing operations
	2.71 
	2.06
	2.71 
	2.06

	(Loss)/Profit from discontinued operations


	(0.09)
	0.06 
	(0.09)
	0.06 

	   Profit for the period
	    2.62       
	2.12 
	    2.62       
	2.12 


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

	
	31.03.07
RM’000
	31.03.06
RM’000
	31.3.07
RM’000
	31.3.06
RM’000

	Profit from continuing operations attributable to ordinary equity holders of the Company


	7,362
	5,292 


	7,362
	5,292 



	(Loss)/Profit from discontinued operations attributable to ordinary equity holders of the Company
	(251)


	158

	(251)


	158


	Profit attributable to ordinary equity holders of the Company
	7,111
 
	5,450

 
	7,111
 
	5,450

 

	Weighted average number of ordinary shares in issue (‘000)


	270,906
	256,514 
	270,906
	256,514 

	Dilutive effect of unexercised share options (‘000)


	11,011 
	-
	11,011 
	-

	Adjusted weighted average number of

ordinary shares in issue and issuable (‘000)
	281,917
 
	256,514

 
	281,917
 
	256,514

 

	Diluted earnings per share (sen) for:

   Profit from continuing operations
	2.61 
	2.06
	2.61 
	2.06

	(Loss)/Profit from discontinued operations
	(0.09)
	0.06 
	(0.09)
	0.06 

	   Profit for the period
	     2.52 
	2.12 
	     2.52 
	2.12 



There was no material impact on the diluted EPS figures arising from the ESOS granted during the first quarter in 2006. 
B14.     Authorisation for Issue
The interim financial statements were authorised for issue on 10 May 2007 by the Board of Directors.
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						3 months ended				YTD 3 months ended

						31.03.07		31.03.06		31.03.07		31.03.06

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

		Continuing operations

		Current Tax

		Malaysian income tax				128		217		128		217

		Foreign tax				1,704		1,700		1,704		1,700

						1,832		1,917		1,832		1,917

		Deferred tax				- 0		(160)		- 0		(160)

		Total income tax expense				1,832		1,757		1,832		1,757

		from continuing operations

		Discontinued operations

		Current Tax

		Malaysian income tax				81		- 0		81		- 0






