DAIBOCHI PLASTIC AND PACKAGING INDUSTRY BHD (12994-W) 

UNAUDITED QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 2006
NOTES TO THE QUARTERLY FINANCIAL REPORT

A1 
Basis of preparation
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 Bursa Malaysia Securities Berhad’s Listing Requirements. 
The financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2005. 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 December 2005.
A2 
Changes in accounting policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following applicable new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006.

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 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 140
Investment Property

The adoption of FRS 102, 108, 110, 116, 127, 128, 132, 133 and 136 does not have significant financial 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: -

(a)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest and share of after tax results of associate. In the consolidated balance sheet, minority interest is now presented within total equity. In the consolidated income statement, the profit or loss is allocated between equity holders of the parent and minority interest. FRS 101 also requires disclosure on the face of the statement of changes in equity, the total recognised income and expense for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest. 
The current period’s presentation of the Group’s financial statements is based on the revised requirement of FRS 101, with the comparatives restated to conform to the current period’s presentation.

(b)
FRS 121: The Effects of Changes in Foreign Exchange Rates
Previously, the exchange differences arising from the translation of the financial statements of foreign operations that are integral to the operations of the parent are recognised as income or  expense in the period in which they arise. FRS 121 has eliminated the distinction between integral foreign operations and foreign entities. The method for translation of foreign entities is now used to translate all foreign operations. Therefore, all resulting exchange differences should be classified as equity until the disposal of the net investment. The current period’s presentation of the Group’s financial statements is based on the requirement of FRS 121, with the comparatives restated to conform to the current period’s presentation.

(c)
FRS 140: Investment Property
Under FRS 140, investment property can no longer be classified within property, plant and equipment. The Group has adopted the cost model and therefore investment property is measured at depreciated cost less any accumulated impairment losses. The current period’s presentation of the Group’s financial statements is based on the requirement of FRS 140, with the comparatives restated to conform to the current period’s presentation.

The Group has not applied FRS 117 Leases, FRS 124 Related Party Disclosures and FRS 139 Financial Instruments: Recognition and Measurement that had been issued. FRS117 and FRS124 shall be effective for the financial year beginning on or after 1 October 2006. The effective date of FRS 139 and consequential amendments resulting from FRS 139 is deferred to a date to be announced by the Malaysian Accounting Standards Board. 
A3 Audit report

The audit report of the preceding annual financial statements was not qualified.

A4 
Seasonal or cyclical factors

The operations of the Group during the financial period under review have not been materially affected by any seasonal or cyclical factors.

A5 
Unusual items

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

A6 Changes in estimates
The same estimates reported in the previous financial year were used in preparing the financial statements for the current quarter. 
There were no other changes in estimates of amounts reported in previous year, which have a material effect in the current quarter. 

A7 Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter.

A8 Dividend 

	
Year To Date Ended
	Year To 
Date Ended

	30.9.2006
	30.9.2005

	RM
	RM


First and Final dividend paid for the year

2005 :  2.00  sen tax exempt per ordinary share 

paid on 16 June 2006

(2004 : 2.00 sen tax exempt per ordinary share

paid on 16 June 2005)




          1,518,036

1,518,036






=========
=========
A9 Segmental analysis
The Group is organised into two main business segments:

(i)  Packaging – manufacture and printing of flexible packaging materials.

(ii) Property development – development of land into residential and commercial buildings. 

(a) Primary reporting format – business segment

Segment information for the nine months ended 30 September 2006 was as follows:




Property



Packaging
development
Eliminations
Group



RM
RM
     RM
RM



2006



Revenue
152,792,831
2,729,231
-
155,522,062




==========
=========
=========
=========




Results



  Segment results
6,693,308
312,766
-
7,006,074

Unallocated costs



     (187,646)





---------------



Profit from operations



6,818,428

Finance costs



(2,143,325)

Share of results of associate





281,923





----------------


Profit before tax



4,957,026

Tax 



(1,097,283) 





----------------


Net profit for the period 



3,859,743






=========



Property




Packaging
development
Eliminations
Group


RM
RM
RM
RM

Net assets



Segment assets
191,258,443
18,767,970
(32,049,080)
177,977,333


Associate



23,341,477


Unallocated assets


337,197






----------------


Total assets




201,650,007






=========



Segment liabilities
66,170,846
36,819,906
(32,049,080)
70,941,672


Unallocated liabilities



27,231,015




----------------

Total liabilities



98,172,687






=========


Other information



Capital expenditure
1,124,740
-
-
1,124,740


Depreciation and amortisation
6,132,617
-
-
6,132,617

=========
=========
=========
========
Segment information for the nine months ended 30 September 2005 was as follows:




Property



Packaging
development
Eliminations
Group



RM
RM
     RM
RM



  Revenue
135,329,104
15,755,740
-
151,084,844




==========
=========
=========
=========



Results



Segment results
(1,157,128)
3,867,981
-
2,710,853


Unallocated costs


(181,562) 






---------------



Profit from operations



2,529,291

Finance costs
 


(2,005,404)

Share of results of associate


 



(45,608)         






---------------


Profit before tax



      478,279

Tax



   
 (1,242,015)





---------------


Net loss for the period 



(763,736)              







=========




Property




Packaging
development
Eliminations
Group


RM
RM
RM
RM

Net assets



Segment assets
187,841,552
24,926,995
(31,607,207)
181,161,340 



Associate



20,273,997


Unallocated assets


254,900 







----------------


Total assets




201,690,237 







=========



Segment liabilities
60,880,968
38,852,008
(31,607,207)
68,125,769


Unallocated liabilities



35,359,517







----------------

Total liabilities



103,485,286






=========


Other information



Capital expenditure
3,429,905
-
-
3,429,905


Depreciation and amortisation
6,333,159
-
-
6,333,159



=========
=========
=========
========


Unallocated costs represent common costs and expenses incurred in dormant subsidiaries.  Segment assets consist primarily of property, plant and equipment, investment property, inventories, property development costs, operating receivables and cash, and exclude investments, tax recoverable, deferred tax assets and cash and bank balances for dormant subsidiaries.  Segment liabilities comprise operating liabilities and operating borrowings and exclude items such as current and deferred tax liabilities and corporate borrowings.  Capital expenditure comprises additions to property, plant and equipment.

(b) Secondary reporting format – geographical segment

No geographical segment is presented as the Group’s operations are principally carried out in Malaysia.
A10 Valuations of property, plant and equipment

No valuation on property, plant and equipment was carried out by the Group.

A11 Subsequent events 

There were no material events subsequent to 30 September 2006 and up to the date of the issuance of this quarterly report that have not been reflected in this quarterly report.  
A12 Changes in the Composition of the Group

On 13 July 2006, the subscription for an additional 2,360,805 new ordinary shares of RM1.00 each at par for a cash consideration of RM2,360,805 which represents 36.32% of the increase of 6,500,805 new ordinary shares of RM1.00 each in the issued and paid up share capital of its associate, Skyline Resources Sdn. Bhd. by Daibochi Land Sdn Bhd, a wholly-owned subsidiary of the Company, was completed.  

The change in the composition of the Group had no material impact on the earnings and net tangible assets of the Group. 

A13 Contingent liabilities

There were no contingent liabilities as at 30 September 2006.
A14 Capital Commitments


There were no material capital commitments as at 30 September 2006.
A15 Inventories

As at 30 September 2006, the Group has made a net write down of RM272,000  to its net realisable value.
A16 Prior year adjustment
The comparative figures have been restated to conform with the current quarter’s presentation.  The prior year adjustment  was in respect of adjustment made against the post-acquisition result  of an associate on the fair value portion imputed in the cost of investment. The comparative figures have been restated as follows:-
	
	
	
	As previously stated
	Prior year adjustment
	As restated

	As at 31 December 2005
	
	
	
	

	Associate
	
	
	    21,144,772 
	    (446,023)
	    20,698,749 

	
	
	
	
	
	

	3 months ended 30 September 2005
	
	
	

	Share of results of associate
	           43,599 
	      (47,987)
	           (4,388)

	
	
	
	
	
	

	9 months ended 30 September 2005
	
	
	

	Share of results of associate
	            2,379 
	      (47,987)
	         (45,608)

	
	
	
	
	
	


ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS

B1 Review of Performance

The Group’s turnover for the nine months ended 30 September 2006 increased to RM155.522 million as  compared to RM151.085 million for the corresponding period in the previous year. The net increase in turnover was mainly due to the additional turnover from the packaging sector which was offset by the reduction in the turnover from the property development sector. The decrease in the turnover from the property development sector was due to lesser units sold. 
The Group recorded a profit before tax of RM4.957 million for the nine months ended 30 September 2006 against a profit before tax of RM478,279 for the corresponding period in the previous year. The increase in the profit before tax was from the packaging sector and this was mainly due to the improved quality of sales. The contribution from the property development sector  was lesser as compared to the nine months ended 30 September 2005  due to the lower turnover recognised in the current period.  The profit before tax of RM4.957 million is after an adjustment of RM510,352 made against post-acquisition result of an associate on the fair value portion imputed in the cost of investment in the associate.  
There were no other material factors affecting the earnings and/or revenue of the Group for the current year.
B2  
Material Changes in Profit Before Taxation for the Quarter Reported On As Compared with the Immediate Preceding Quarter

For the three months under review, the Group recorded a profit before tax of RM2.337 million compared to a profit before tax of RM2.016 million for the preceding quarter. 
The higher profit for the current quarter was mainly due to the higher contribution from the packaging sector as compared to the previous quarter. 
B3 
Current Year Prospects

The Directors expect the business environment for 2006 to continue to be challenging and competitive. Barring unforeseen circumstances, the results for the year 2006 should be significantly better than the previous year.
B4 
Profit Forecast or Profit Guarantee

No profit forecast or profit guarantee was provided.

B5 Taxation

	
	3 months ended
	
	9 months ended

	
	30.9.2006    
	
	30.9.2005         
	
	30.9.2006
	
	30.9.2005

	
	RM                RM    
           
	
	RM   
	
	RM
	
	RM

	In respect of current period:
	
	
	
	
	
	
	

	-  Malaysian Tax
	125,682
	
	349,093
	
	294,541
	
	979,413

	-  Foreign Tax  
	80,110
	
	69,473
	
	154,616
	
	118,900

	-  Deferred Tax
	356,437
	
	(17,021)
	
	638,598
	
	89,886

	
	562,229
	
	401,545
	
	1,087,755
	
	1,188,199

	In respect of prior years:
	
	
	
	
	
	
	

	-  Malaysian Tax underprovided
	71,319
	
	-
	
	71,319
	
	-

	-  Foreign Tax 
     (over)/underprovided
	-
	
	(1,009)
	
	-
	
	67,880

	-  Deferred Tax overprovided
	(61,791)
	
	(23,012)
	
	     (61,791)
	
	(14,064)

	
	571,757
	
	377,524
	
	1,097,283
	
	1,242,015

	
	
	
	
	
	
	
	


The effective tax rate for the current quarter and financial period ended 30 September 2006 was lower than the statutory tax rate due to availability of tax incentives.
B6 
Profits/(losses) on sale of unquoted investments and/or properties

There was no sale of unquoted investments and/or properties for the current quarter and the financial year-to-date.
B7  
Quoted Securities

The group did not hold any quoted securities, nor were there any purchases or disposals of quoted securities for the current quarter and the financial year-to-date. 

B6 Status of Corporate Proposals

There were no corporate proposals announced as at the date of this quarterly report.    
                                                .      

B7 Group Borrowings     
Details of the Group’s borrowings as at 30 September 2006 were as follows: -
	
	Current
	
	Non Current

	
	RM
	
	RM

	Unsecured - Ringgit Malaysia 
	36,145,574
	
	12,524,051

	Secured     - Ringgit Malaysia
	1,610,036
	
	76,248

	Secured     - Australian Dollar
	21,667
	
	100,912

	
	37,777,277
	
	12,701,211

	
	
	
	


Borrowings are denominated in Ringgit Malaysia and Australian Dollar.

B8 Off balance sheet financial instruments 
There were no financial instruments with off balance sheet risk at the date of the issue of this quarterly report.
B9 Material litigation

There was no pending material litigation at the date of this quarterly report.

B12
Dividend 

No dividend has been declared for this financial quarter.

B13
Earnings Per Share
	
	
	
	3 months ended
	9 months ended

	
	
	
	30.9.2006
	30.9.2005
	30.9.2006
	30.9.2005

	
	
	
	
	
	
	

	
	Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	
	

	
	Net profit/(loss) attributable
to equity holders of the 
parent for the period
	(RM)
	1,648,691
	2,119,192
	3,655,998
	(869,800)

	
	
	
	
	
	
	

	
	Number of ordinary shares
in issue
	
	75,901,801
	75,901,801
	75,901,801
	75,901,801

	
	Basic earnings/(loss) per
Share

	(sen)
	2.17
	2.79
	4.82
	(1.15)


By Order of the Board

Ms TAN GAIK HONG, MIA 4621

Secretary

Melaka

Dated :  23 November 2006
c.c. Securities Commission
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