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 during the current quarter under review and financial year-to-date.
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.
A6.
Material Changes in Estimates

There were no changes in estimates that have a material effect in the quarter under review and financial year-to-date.
A7.
Debt and Equity Securities
During the current quarter, the issued and paid-up share capital of the Company increased from 271,160,567 ordinary shares of RM1.00 each to 272,223,567 ordinary shares of RM1.00 each by the issuance of 1,063,000 new ordinary shares of RM1.00 each at the subscription prices of RM1.00  and RM1.18 per new share, as applicable, 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 6 months ended

	
	30.06.07
	30.06.06
	30.06.07
	30.06.06

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Revenue from continuing operations: 
	
	
	
	

	Machine Shop 
	63,423
	49,776
	123,720
	83,155

	Logistics Engineering 
	6,712
	10,005
	12,817
	18,020

	Bus/monorail
	28,783
	-
	38,826
	-

	
	
	
	
	

	Total revenue from continuing operations
	98,918
	59,781
	175,363
	101,175

	Revenue from discontinued operations (Note A13)
	1,661
	2,134
	3,383
	4,063

	Total
	100,579
	61,915
	178,746
	105,238

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations: 
	
	
	
	

	Machine Shop 
	8,032
	8,697
	17,746
	14,473

	Logistics Engineering 
	(643)
	(175)
	(1,039)
	(81)

	Bus/monorail
	1,708
	-
	1,685
	-

	Total results from continuing operations
	9,097
	8,522
	18,392
	14,392

	Results from discontinued operations (Note A13)
	(90)
	164
	(341)
	322

	Total results from operations
	9,007
	8,686
	18,051
	14,714

	Unallocated corporate expenses
	776
	(1,265)
	(1,168)
	(1,843)

	Total
	9,783
	7,421
	16,883
	12,871


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 events completed subsequent to the quarter under review.
There were no significant events completed subsequent to the quarter under review.
A12.
Changes in Composition of the Group


There were no changes in the composition of the Group for the current quarter and financial year-to-date except for the following:-

 - On 3 April 2007, the Company completed the acquisition of an additional 40% equity interest in subsidiary company, Scomi Transportation Systems Sdn Bhd (formerly known as MTrans Transportation Systems Sdn Bhd), comprising 10,400,002 ordinary shares of RM1.00 each for a consideration of RM25 million.
 -  On 20 June 2007, the Company completed the acquisition of the balance 9% equity interest in Scomi Transportation Systems Sdn Bhd (formerly known as MTrans Transportation Systems Sdn Bhd), comprising 2,340,000 ordinary shares of RM 1.00 each for a consideration of RM5.625 million following which Scomi Transportation Systems Sdn Bhd (formerly known as MTrans Transportation Systems Sdn Bhd) becomes a wholly owned subsidiary of the Group.
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 both non-core businesses of the Group. The status of this proposed disposal is disclosed in Note B8 (a). 
The SCOTS Group has accordingly been classified as a disposal group held for sale. The revenue, results and cashflows of the SCOTS Group were as follows:-

	
	3 months ended
	YTD 6 months ended

	
	30.06.07
	30.06.06
	30.06.07
	30.06.06

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	1,661
	    2,134
	3,383
	    4,063

	
	
	
	
	

	(Loss)/Profit before tax
	(23)       
	        164 
	(193)       
	        322  

	Income tax expense
	(67)
	        -
	(148)
	        -

	(Loss)/Profit for the period 
	(90)
	        164 
	(341)
	        322 

	
	
	
	
	

	Cash flows from operating activities 
	382
	1,245
	1,881
	2278

	Cash flows from investing activities
	269
	0
	185
	223

	Cash flows from financing activities
	70
	(355)
	(1,544)
	(1,662)

	Total cash flows


	721
	890
	522
	839


The major classes of assets and liabilities of the SCOTS group classified as held for sale as at 30 June 2007 are as follows:

	ASSETS
	RM’000

	Property, plant and equipment

	12,142

	Goodwill on consolidation
	6,381

	Receivables, deposits and prepayments

	1,016

	Tax recoverable
	796

	Deferred tax assets
	279

	Deposits with licensed banks
	488

	Cash and bank balances                                           
	797

	Assets of disposal group classified as held for sale  
	21,899

	
	

	LIABILITIES
	

	Trade and other payables
	680

	Amounts due from ultimate holding and related companies
	(264)

	Borrowings
	    404

	Hire purchase creditors
	10,555

	Current tax liabilities
	512

	Liabilities directly associated with the assets 

   classified as held for sale
	11,887

	Net assets attributable to disposal group 

   classified as held for sale
	10,012



Note:
The liabilities under the disposal group do not include intercompany balances of RM6,321,000 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 30 June 2007 are as follows:

	
	RM ‘000 

	Approved and contracted for
	

	-     Property, plant and equipment
-     Others
	      11,829   
1,034


	
	12,863

	Approved but not contracted for
	

	· Property, plant and equipment 
	24,466

	· Others
	 -

	
	24,466

	Total

	37,329


A16.
Significant related party transactions

The following are the significant related party transactions:

	
	
	3 months ended

30.06.07 
	YTD 6 months ended 

30.06.07

	
	
	RM’000
	RM’000

	Administrative service fee payable to   holding company
	
	1,494  
	2,194 

	Interest income received from a related company
	
	-
	153


Save as disclosed above, there was no other significant related party transaction in the quarter under review.
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 98.92 million for the quarter ended 30 June 2007 against RM 59.78 million in the corresponding quarter in 2006. This represents an increase of 65% due principally to the improved performance of the Machine Shop Unit and contribution from the Scomi Transportation Systems Sdn Bhd (formerly known as Mtrans Transportation Systems Sdn Bhd) Group of companies. 
B2.
Results against Preceding Quarter 

The Group achieved a net profit of RM9.8 million for the quarter ended 30 June 2007 compared to RM7.1 million in the preceding quarter ended 31 March 2007. The increase was due to the higher revenue and contribution principally from the Machine Shop division and improved contribution from the Bus division.
B3.
Current year prospects 

The turnover for the Machine Shop Division continues to exceed expectation and is expected to further improve due to the anticipated contribution from the new machine shops in Irian Jaya, Saudi Arabia and Johor Bharu. The Labuan and Singapore expansions will provide additional capacity which will come onstream from the second half of 2007.
With the 100% equity interest now held in Scomi  Transportation Systems Sdn Bhd (formerly known as Mtrans Transportation Systems Sdn Bhd) there will be increased contribution to the Group’s results from its Bus and Monorail activities. The Logistics Engineering Division is also expected to benefit from the various projects announced by the Government to improve the urban transportation systems. This is anticipated to spur the demand for buses and rail/monorail systems and services. The division has also submitted various proposals internationally for monorail projects to include Vietnam and Saudi Arabia. 

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. 

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 30 June 2007 are as follows:

	Non-current assets
	RM’000

	Quoted  shares  

- at cost
	2,594

	- at carrying/book value
	552

	- at market value                                                                
	552

	
	

	Current assets
	

	Investment in a money market fund 

- at cost                                                 
	11,000

	- at market value                                     
	11,000


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 (“ALDI”)

On 20 March 2007, the Company had 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”).

On 9 July 2007, the Company entered into a novation agreement with ALDI and ALD Automotive Sdn Bhd ("ALDA") ("Novation Agreement") pursuant to the Share Sale Agreement between ALDI (as the purchaser) and SEB (as the vendor) dated 20 March 2007 ("Novation"). 
The salient terms of the Novation Agreement include all rights, liabilities and obligations whatsoever of ALDI under the Share Sale Agreement be novated, assigned and transferred to, and vested in ALDA .

The parties to the Novation agreed to vary the Share Sale Agreement and amended 
the definition of the "Cut-Off-Date" to mean the date falling six (6) months from 20 March 2007, being the final date for obtaining all the necessary approvals and fulfilling the necessary conditions, subject to such extension as the parties may mutually agree. 

The Proposed Disposal is conditional upon, amongst others, the fulfillment of the following conditions:
(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.

Approval of the Foreign Investment Committee was obtained on 1 August 2007.

The completion of the sale 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 the 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 was approved by the Company’s shareholders at the Extraordinary General Meeting held on 21 June 2007 and is now subject to the sanction of the High Court of Malaya.
(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 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.
The proposal was approved by the shareholders at the Extraordinary General Meeting held on 21 June 2007.
B9.
Borrowings (Secured)
The group borrowings including hire purchase creditors as at the end of the reporting period are as follows:

	Secured
	As at 30.06.07

	
	RM’000

	Short term borrowings
	28,558

	Long term borrowings
	11,716

	
	40,274

	Borrowings under disposal group
	10,959

	Total
	51,233

	
	
	


Borrowings are denominated in the following currencies: 
	USD’000

SGD’000

RM’000

As at 30.06.07 7

RM’000 equivalent
USD
4,000
-
-
13,800
 Malaysian Ringgit
-
-
36,891
36,891

 Singapore Dollars 
-
237
-
     542
Total

4,000

237
36,891
51,233

	
	


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 


At the Annual General Meeting held on 21 June 2007, the shareholders approved 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).On 7 August 2007 , the Company announced that the entitlement date would be 24 August 2007 and the dividend payment date would be 12 September 2007.

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 6 months ended

	
	30.06.07
RM’000
	30.06.06
RM’000
	30.06.07
RM’000
	30.06.06
RM’000

	Profit from continuing operations attributable to ordinary equity holders of the Company
	9,606
	7,257
	16,968
	12,549

	(Loss)/Profit from discontinued operations attributable to ordinary equity holders of the Company
	(90)
	164
	(341)
	322

	Profit attributable to ordinary equity holders of the Company
	9,516
	7,421
	16,627
	12,871

	Weighted average number of ordinary shares in issue (‘000)
	271,447
	269,690
	271,178
	263,456

	Basic earnings per share (sen) for:

   Profit from continuing operations
	3.54
	2.69
	6.26
	4.76

	(Loss)/Profit from discontinued operations


	(0.03)
	0.06

	(0.13)
	0.12

	   Profit for the period
	3.51
	2.75
	6.13
	4.88


(b) Diluted
The computations for diluted earnings per share are as follows: 
	
	3 months ended
	YTD 6 months ended

	
	30.06.07
RM’000
	30.06.06
RM’000
	30.06.07
RM’000
	30.06.06
RM’000

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


	9,606
	7,257
	16,968
	12,549

	(Loss)/Profit from discontinued operations attributable to ordinary equity holders of the Company
	(90)
	164
	(341)
	322

	Profit attributable to ordinary equity holders of the Company
	9,516
	7,421
	16,627
	12,871

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


	271,447
	269,690
	271,178
	263,456

	Dilutive effect of unexercised share options (‘000)


	20,596
	-
	20,461
	-

	Adjusted weighted average number of

ordinary shares in issue and issuable (‘000)
	292,043
	269,690
	291,639
	263,456

	Diluted earnings per share (sen) for:

   Profit from continuing operations
	3.29
	2.69
	5.82
	4.76

	(Loss)/Profit from discontinued operations
	(0.03)
	0.06
	(0.12)
	0.12

	   Profit for the period
	3.26
	2.75
	5.70
	4.88



There was no material impact on the diluted EPS figures arising from the ESOS granted during the second quarter in 2006. 

B14.     Authorisation for Issue
The interim financial statements were authorised for issue on 13 August 2007 by the Board of Directors.
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						3 months ended				YTD 6 months ended

						30.06.07		30.06.06		30.06.07		30.06.06

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

		Continuing operations

		Current Tax

		Malaysian income tax				464		107		592		324

		Foreign tax				1,765		2,125		3,469		3,825

						2,229		2,232		4,061		4,149

		Deferred tax				- 0		(24)		- 0		(184)

		Total income tax expense				2,229		2,208		4,061		3,965

		from continuing operations

		Discontinued operations

		Current Tax

		Malaysian income tax				67		- 0		148		- 0






