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Notes on the quarterly report – 31 July 2006

Part A - EXPLANATORY NOTES PERSUANT TO FRS NO. 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 requirement of FRS 134: Interim Financial Reporting and Paragraph 9.22 of Bursa Malaysia Securities Berhad’s Listing Requirements. 

The interim financial statement should be read in conjunction with the audited financial statements for the year ended 31 January 2006. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 January 2006.


Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 January 2006 except for the adoption of the following new / revised Financial Reporting Standard (“FRS”) effective for financial period beginning 1 February 2006:

FRS 2

Share-based Payment

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 3

Business Combination

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in 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 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures


FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earning Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of FRS 2, 5, 102, 108, 110, 116, 127, 128, 131, 132, 133,136, 138 and 140 does not have significant financial impact on the Group. The principle effects of the changes in accounting policies resulting from the adoption of the other new / revised FRSs are discussed below:

(a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets
The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognized immediately in profit or loss.
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In accordance with the transitional provision of FRS 3, The negative goodwill as at 1 February 2006 of RM5,272,339 was derecognised with a corresponding increase in retained earnings.

(b) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amount attributable to equity holders of parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

A2.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report of the Group’s most recent annual audited financial statements for the year 
ended 31 January 2006 was not qualified.

A3.
Comments about Seasonal or Cyclical Factors


The Group’s operations are generally affected by the major festive seasons.

A4.
Unusual items due to their Nature, Size or Incidence


There were no material unusual items affecting assets, liabilities, equity, net income, or cash 
flows during the financial period ended 31 July 2006. 

A5.
Changes in Estimates

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life of item of property, plant and equipment at least at each year end.

There was no material change in estimates reported in the current quarter under review.

A6.
Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayment of debt and 
equity 
securities in the current period to date under review.

A7.
Dividends Paid


No dividend was paid during the current quarter ended 31 July 2006.
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	A8.
	Segmental Information
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Analysis of the Group's revenue and results by business are as follows:-
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Individual Quarter
	
	
	
	Cumulative 
	
	

	
	
	
	
	3 months ended
	
	6 months ended

	
	
	
	
	31 July 2006
	
	31 July 2006

	
	
	
	
	
	
	Profit 
	
	
	
	Profit

	
	
	
	
	
	
	before
	
	
	
	before

	
	
	
	
	Revenue
	
	taxation
	
	Revenue
	
	taxation

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

	
	Continuing Operation
	
	
	
	
	
	
	
	
	

	
	Investment Holding
	
	0 
	
	(663)
	
	0 
	
	(977)

	
	Manufacturing
	
	42,140 
	
	(1,238) 
	
	93,489 
	
	1,793 

	
	R&D
	
	
	0 
	
	(6)
	
	0 
	
	(2)

	
	Real property
	
	0
	
	95
	
	0
	
	330

	
	
	
	42,140 
	
	(1,812)
	
	93,489 
	
	1,144

	
	Discontinued Operation

Trading & services
	
	26 
	
	(85)
	
	488 
	
	(460)

	
	
	
	
	42,166 
	
	(1,897) 
	
	93,977 
	
	684 

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	No geographical segment is presented as the Group's activities are carried out in Malaysia.

	
	
	
	
	
	
	
	
	
	
	

	A9.
	Carrying Amount of Revalued Assets
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	The valuation of property, plant and equipment have been brought forward without amendment from

	
	the previous annual financial statements.
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	A10.
	Capital Commitments
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Outstanding commitments in respect of capital expenditure are:
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	As at
	
	
	
	As at

	
	
	
	
	                                    31 July 2006
	              31 January 2006

	
	
	
	
	
	
	RM'000
	
	
	
	  RM'000

	
	Approved and contracted for
	
	
	1,390 
	
	
	
	2,305 

	
	Approved but not contracted for
	
	
	27 
	
	
	
	0 

	
	
	
	
	
	
	
	
	
	
	

	A11.
	Significant post balance sheet events
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	As at the date of this report, there were no material events subsequent to the balance sheet date.

	
	
	
	
	
	
	
	
	
	
	

	A12.
	Changes in Composition of the Group
	
	
	
	
	
	

	
	
	
	

	
	There were no changes in Group's composition during the period under review.
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A 13.  
Changes in Contingent Liabilities and Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 January 2006.

B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9b OF THE LISTING REQUIREMENTS OF BURSA MALAYSAI SECURITIES BERHAD.

B1.
Review of Results for the Quarter Ended 31 July 2006.




Group revenue for the second quarter was up by 3.6% from RM40.67 million recorded in the 
preceding year corresponding quarter to RM42.14 million.

The increase in the revenue is mainly attributed to additional revenue from new business. However, revenue from automotive business was lower than the preceding year corresponding quarter.
The Group suffered a pretax loss of RM1.897 million for the current quarter against RM2.723 million profit recorded in the preceding year corresponding quarter.  The losses were due to lower volume uptake by certain automotive OEM customers and losses incurred by a new business.
B2.
Variation in the Quarterly Results As Compared to the Results of the Preceding Quarter. 

The Group revenue for the current quarter was RM42.14 million, 17.93% lower than that 
of the immediate preceding quarter of RM51.35 million.  Losses before tax was at RM1.897million   compared to profit of  RM2.581 million mainly due to reasons mentioned above.

B3.
Current Year Prospects.


Under the current scenario of the automotive industry, the Board anticipate the performance for the current year 2006 will be adversely affected.
B4.
Profit Forecast or Profit Guarantee

The Group has not provided any profit forecast or profit guarantee in a public document.

B5.
Income Tax Expense










Current Quarter

Period to date









RM’000

       RM’000


Current year taxation




200


400

Deferred taxation



         
   0                                      0



Effective tax rate




(12.5%)


36.6%

The disproportionate taxation charge for the current quarter and period to date are due principally to losses suffered by subsidiaries within the Group.
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B6.
Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and properties for the current quarter and 
financial year to date.

B7.
Quoted Securities

There were no purchase or disposal of quoted securities for the financial year under review.

B8.
Status of Corporate Proposal Announced


There are no corporate proposal announced which has not been completed.

B9.
Borrowings (secured)




The Group borrowings and debt securities as at the end of the reporting period are:


Type




RM’000


Short term borrowings:


Overdraft facility


3,936
Charged over the assets of the Group 


Revolving credit


           15,500
and corporate guarantee by the 


Bankers Acceptance

           11,957
Company






           31,393

Term loan payment due within  
           11,977

12 months





           43,370

Long term borrowings:


Term loans


            54,437

Less : payment due within 12
          


months included in current
           (11,977)    


liabilities




  
42,460
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B10.
Off Balance Sheet Financial Instruments

The group does not have any financial instrument with off balance sheet risk as at the date of this quarterly report other than the following forward contracts on foreign currencies incurred in relation to the Group’s purchases.

	Currency
	Outstanding contract (FC) amount as at 29/08/2006
	Equivalent amounting (RM)
	Expiry date

	US Dollar
	        100,436.60
	            372,000
	          Sept, 2006

	Japanese Yen
	        10,262,939
	            334,000
	          Sept, 2006


These forward contracts in foreign currencies are short-term in nature and entered into with licensed banks to hedge certain portion of the Group’s purchases from foreign exchange rate movements.  As the exchange rates are pre-determined under such contracts, the Group is not exposed to any market risks.  Apart from a small fee payable to the financial institutions, there is no cash requirement on these contracts.

B11.
Changes in Material Litigation


There is no pending material litigation.









B12.
Dividend Payable

The Board of Directors did not recommend any dividend payment for the current quarter.

B13.
Earnings Per Share

	                                                                                                       Current                          Year To

                                                                                                        quarter                               date

                                                                                                    31/7/2006                       31/7/2006

	Basic earnings per share

Net (loss)/profit attributable to shareholders (RM’000)                    (1,600)                              1,094
Weighted average no. of shares (‘000)                                          72,776                            72,776

Basic earning per share (sen)                                                          (2.20)                              1.50
Diluted earnings per share 

Weighted average no of shares (‘000)                                           72,776                            72,776

Add:         Weighted average no of shares                                         660                                 660

Less:        Number of shares that would have                                  (850)                              (850)

                  Been issued at fair value (‘000)

No. of shares used to compute diluted EPS (‘000)                        72,586                             72,586


Fully diluted earning per share (sen)                                               (2.20)*                               1.50*

	


*Fully diluted earning per share are capped at basic EPS as it become anti dilutive due to share market price lower than offer price.

B14.
Authorisation for Issue

The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors on 30 August 2006.
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