COMPUTER FORMS (MALAYSIA) BERHAD

QUARTERLY REPORT ON THE UNAUDITED CONSOLIDATED RESULTS

FOR THE THIRD QUARTER ENDED 31 DECEMBER 2006


A.
Selected Explanatory Notes pursuant to FRS 134
A1.
Basis of Preparation
The interim financial statements are unaudited and have been prepared in accordance with the reporting requirements outlined in the Financial Reporting Standards (“FRS”) 134 : “Interim Financial Reporting” issued by the Malaysian Accounting Standards Board (“MASB”) and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 
The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 March 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 March 2006.
A2.
Change in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2006 except for the following new/revised FRSs effective for the financial period beginning 1 April 2006:
FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

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
Earnings per Share

FRS 136
Impairment of Assets
FRS 138
Intangible Assets

FRS 140
Investment Property

In addition to the above, the Group has taken the option of early adoption of the following new/revised FRSs for the financial period beginning 1 April 2006:

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of FRS 2, 5, 102, 108, 110, 116, 121, 124, 127, 128, 131, 132, 133 and 140 does not have significant impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:
FRS 3
Business Combination, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

Under FRS 3, an excess of the Group’s interest in the net fair value of the acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisition (previously referred to as “Goodwill on Consolidation” or negative goodwill), after reassessment, is now recognised immediately in profit and loss. In accordance with the transitional provisions of FRS, the Reserve on Consolidation as at 1 April 2006 of RM162,928 was derecognised  with a corresponding increase in retained earnings.
The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually. Prior to 1 April 2006, goodwill was amortised on a straight-line basis over its estimated useful life of 25 years. The carrying value of goodwill as at 1 April 2006 of RM1,309,392 ceased to be amortised. This has the effect of reducing the amortization charges by RM29,097 in the current financial quarter and RM87,291 in the 9 month financial period ended 31 December 2006.
FRS 101:
Presentation of Financial Statements
The adoption of this FRS has affected the presentation of minority interest. In the consolidated balance sheet, minority interests are now presented with total equity. In the consolidated income statement, minority interests are presented as an allocation of total profit and 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 recognised income and expenses for the period, showing separately the amounts attributable to equity holders and to minority interest.
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with comparatives restated to conform with the current period’s presentation.

FRS 117:
Leases
The adoption of the revised FRS 117 has resulted in the retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. Prior to 1 April 2006, leasehold land was classified as property, plant and equipment and was stated as valuation less accumulated depreciation and impairment losses. The leasehold land was last revalued in 2002. Upon the adoption of the revised FRS 117 at 1 April 2006, the unamortised revalued amount of the leasehold land is retained as the surrogate carrying amount of the prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed below, certain comparative amounts as at 31 March 2006 have been restated.

As at 31 March 2006





Previously
FRS 117

Restated






Stated

Adjustments

RM’000





RM’000 

Property, plant & equipment

41,089

(21,392)

19,697
Prepaid Lease payments 



21,392


21,392
A3.
Qualification of Audit Report

There was no audit qualification in the preceding annual financial statement of the Group and Company for the financial year ended 31 March 2006.

A4.
Seasonal or Cyclical Operations

The operations of the Group are not significantly effected by seasonal or cyclical factors except for a subsidiary that reports higher revenue during the school exercise book sale season in the 3rd Quarter of the Financial Year. 

A5.
Unusual Items 

There were no items affecting assets, liabilities, equity, net income, or cash flows that were unusual because of their nature, size or incidence. 

A6.
Changes in Estimates

There were no material changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years.

A7.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities.

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities in the financial year to date.

A8.
Dividends Paid

No dividend was paid in the interim period or the financial year to date. 
A9. 
Segmental Reporting

The segment revenue and result of business segments for the financial year to date are as follows:

	
	Manufacturing
	Trading/Other
	Eliminations/

Consol adjustments
	Consolidated

	
	2007
RM’000
	2006

RM’000
	2007
RM’000
	2006
RM’000
	2007
RM’000
	2006
RM’000
	2007
RM’000
	2006
RM’000

	Revenue &

Expenses
	
	
	
	
	
	
	
	

	External Revenue
	30,924
	29,662
	-
	-
	-
	-
	30,924
	29,662

	Inter-Segment Revenue
	462
	227
	-
	-
	(462)
	(227)
	-
	-

	Total revenue
	31,386
	31,409
	-
	-
	(462)
	(227)
	30,924
	29,662

	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	

	Profit Before Tax
	546
	501
	-
	-
	2,163
	(66)
	2,709
	435

	Taxation
	(164)
	(444)
	-
	-
	-
	-
	(164)
	(444)

	Profit/(loss) After Tax
	382
	57
	-
	-
	2,163
	(66)
	2,545
	(9)


Segmental reporting by geographical location has not been prepared as the Group’s operations are substantially carried out in Malaysia.

A10.
Valuation of Property, Plant and Equipment

The valuation of plant and equipment were brought forward without any amendment from the previous annual financial statements.

A11. 
Material Subsequent Events

There were no material events subsequent to the end of the interim period that has not been reflected in the financial statements for the interim period.

A12.
Effect of Changes in the Composition of the Group

As at September 2006, the Group completed the acquisition of the balance 11.5% equity interest in its subsidiary CFM Printing and Stationery Sdn Bhd hence making the said company a 100% subsidiary.

Apart from above there were no other changes in the composition of the Group during the interim period, including business combinations, disposal of subsidiaries and long-term investments, restructurings and discontinued operations. 

A13.
Contingent Liabilities and Contingent Assets

There have been no changes in contingent liabilities and contingent assets since the last annual balance sheet as at 31 March 2006.

B.
Explanatory Notes pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad 

B1.
Review of Performance

The revenue of the Group was higher by 5% for the third quarter ended 31 December 2006 as compared with the corresponding quarter in the preceding year. For the nine months ended 31 December 2006, the revenue of the Group was higher by 4% as compared with the corresponding period in the preceding year. The increase in revenue for both the current quarter and the year to date was due to higher revenue from exercise book business and data print services.
The Group reported a profit before tax of RM2.5 million for the current quarter, an improvement of 138% from the corresponding quarter in the preceding year. For the nine months ended 31 December 2006, the profit before tax of the Group was higher by 523% as compared with the corresponding period in the preceding year. The improvement of profit was primarily due to recognition in the income statement of the negative goodwill of RM2.2 million arising from the Group’s acquisition of 11.5% equity interest in its subsidiary CFM Printing & Stationery Sdn Bhd. 
B2.
Material Changes in Profit Before Tax for Current Quarter as Compared to the Preceding Quarter.

	
	Current

Qtr Ended

31 Dec 2006
(RM’000)
	Preceding

Qtr Ended

30 Sep 2006
(RM’000)

	
	
	

	Revenue
	12,397
	10,434

	Profit/(loss) Before Tax
	2,487
	(274)


The Group reported higher revenue in the current quarter due to the higher sales of exercise books. Profit before tax increased by over RM2.7 million primarily due to the negative goodwill gain of RM2.2 million.
B3.
Prospects

The Management expects the fourth financial quarter to be challenging due to expected lower sales of exercise books as well as the competitive business forms market.
B4.
Variance of Profit Forecast and Profit Guarantees

Not applicable as the Group has not disclosed any profit forecasts or made any profit guarantees.

B5.
Tax

	
	Current Quarter

Ended 31 Dec 06
(RM’000)
	9 Months Cumulative

Year to Date 

31 Dec 06
(RM’000)

	
	
	

	Income tax expenses
	(50)
	164

	
	
	


The effective tax rate of the Group for the 9 months is lower than the statutory tax rate because of the following:

a)
Negative goodwill gain of RM2.2 million that does not attract taxation

a)
Losses reported by subsidiaries for the financial year to date amounting to RM0.3 million that does not qualify for group tax relief.
B6.
Sale of Unquoted Investments and Properties

There was no sale of unquoted investments and properties during the current quarter. 

B7.
Quoted Securities

There were no purchases or disposals of quoted securities in the financial year to date.

Investments in quoted securities as at 31 December 2006:
Financial Assets at Fair Value through Profit and Loss





RM’000

At Cost


289

At Book Value

127
At Market value

127
B8.
Status of Corporate Proposals

a)
The Company does not have any pending corporate proposals.

b)
The disclosure of the utilisation of proceeds raised from any corporate proposal is not applicable.

B9. 
Group Borrowings and Debt Securities

Details of the Group’s borrowings as follows:

	
	As At

31 Dec ‘06
(RM’000)

	
	

	Short Term Borrowings – Secured
	3,376

	Long Term Borrowing – Secured
	25,640


The Group does not have any debt securities. All borrowings are secured and ringgit denominated.

B10.
Summary of Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of issue of this report.

B11.
Changes in Material Litigation

There were no pending material litigations as at the date of issue of this report.

B12.
Dividend

No dividend was proposed during the financial year to date.

B13.
Earnings Per Share (EPS)

Basic Earnings Per Share 

	FY 2007
RM’000
	Quarter Ended

31 Dec 06

	Cumulative 

9 Months 

Ended 31 Dec 06

	Profit/(Loss) for the Period attributable to ordinary equity holders of the parent
	2,554
	2,677

	No. of Ordinary Shares
	41,000
	41,000

	Basic Earnings/ (loss) Per Share 
	6.23 sen
	6.53 sen


	FY 2006
RM’000
	Quarter Ended

31 Dec 05

	Cumulative 

9 Months 

Ended 31 Dec 05

	Profit/(Loss) for the Period attributable to ordinary equity holders of the parent
	817
	102

	No. of Ordinary Shares
	41,000
	41,000

	Earnings/ (loss) Per Share 
	1.99 sen
	0.25 sen


Diluted Earnings Per Share

The potential ordinary shares resulting from the Group’s Employee Share Option Scheme (ESOS) is presently anti-dilutive hence the Basic EPS and Diluted EPS will be the same.

	FY 2007

RM’000
	Quarter Ended

31 Dec 06


	Cumulative 

9 Months 

Ended 31 Dec 06

	Profit/(Loss) for the Period attributable to ordinary equity holders of the parent
	2,554
	2,677

	No. of Ordinary Shares
	41,000
	41,000

	Basic Earnings/ (loss) Per Share 
	6.23 sen
	6.53 sen


	FY 2006

RM’000
	Quarter Ended

31 Dec 05


	Cumulative 

9 Months 

Ended 31 Dec 05

	Profit/(Loss) for the Period attributable to ordinary equity holders of the parent
	817
	102

	No. of Ordinary Shares
	41,000
	41,000

	Earnings/ (loss) Per Share 
	1.99 sen
	0.25 sen


By order of the Board

MUHAYUDDIN MUSA
Chief Executive Officer
28 February 2007
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