DAIBOCHI PLASTIC AND PACKAGING INDUSTRY BHD (12994-W) 

UNAUDITED QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 2007
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 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 December 2006.
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2006 except for the adoption of the following applicable revised Financial Reporting Standards (“FRS”) effective for financial year beginning 1 January 2007.

FRS 117 
Leases
FRS 124 
Related Party Disclosures
The adoption of FRS 124 does not have a significant financial impact on the Group, but will affect the level and extent of related party disclosures of the Group. 
The principal effect of the change in the accounting policy resulting from the adoption of FRS 117 is disclosed below: -
FRS 117 Leases
Prior to 1 January 2007, lease of land and buildings held for own use was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment loss. The adoption of the revised FRS 117 Leases in 2007 resulted in a change in the accounting policy relating to the classification of leases of land and buildings. Under FRS 117, lease of land and buildings are classified as operating or finance lease in the same way as leases of other assets. The land and building elements of a lease of land and buildings are considered separately for the purposes of lease classification. Leasehold land held for own use is now classified as operating lease. The up-front payments made are allocated between the land and buildings elements in proportion to the relative fair values for leasehold interests in the land element and building element of the lease at the inception of the lease. The up-front payment for the land element represents prepaid land lease payment and is amortised on a straight-line basis over the remaining lease term.

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. At 1 January 2007, the unamortized carrying amount of leasehold land is classified as prepaid land lease payments. The reclassification of leasehold land as prepaid land lease payments has been accounted for retrospectively. Certain comparative amount in the balance sheet of the Group as at 31 December 2006 has been restated as set out below. There were no effects on the income statements of the Group for the third quarter ended 30 September 2007.

	Comparative Amount
	
	
	

	
	As Previously 
	Reclassification
	As

	
	reported
	FRS 117
	 restated

	
	RM
	RM
	RM

	As at 31 December 2006
	
	
	

	Property, plant and equipment
	    65,974,271 
	      (6,328,023)
	 59,646,248 

	Prepaid land lease payments
	                   -   
	       6,328,023 
	   6,328,023 


Accounting Standards and Issues Committee (“IC”) Interpretations Issued but Not Effective
At the date of issue of this quarterly report, the following IC Interpretations, FRS and amendment to FRS were issued but not yet effective and have not been applied by the Group:-
	IC Interpretations, FRS and Amendment to FRS
	Effective for financial periods beginning on or after

	IC Interpretation 1: Changes in Existing Decommissioning, Restoration and Similar Liabilities
	1 July 2007

	IC Interpretation 2: Members’ Shares in Co-operative Entities and Similar Instruments
	1 July 2007

	IC Interpretation 5: Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds
	1 July 2007

	IC Interpretation 6: Liabilities arising from Participating in a Specific Market – Waste Electrical and Electronic Equipment
	1 July 2007

	IC Interpretation 7: Applying the Restatement Approach under FRS 129 2004 – Financial Reporting in Hyperinflationary Economies
	1 July 2007

	IC Interpretation 8: Scope of FRS 2
	1 July 2007

	FRS 139: Financial Instruments: Recognition and Measurement
	The effective date is yet to be determined by MASB

	FRS 107: Cash Flow Statements
	1 July 2007

	FRS 111: Construction Contracts
	1 July 2007

	FRS 112: Income Taxes
	1 July 2007

	FRS 118: Revenue
	1 July 2007

	FRS 120: Accounting for Government Grants and Disclosure of Government Assistance
	1 July 2007

	FRS 134: Interim Financial Reporting
	1 July 2007

	FRS 137: Provisions, Contingent Liabilities and Contingent Assets
	1 July 2007

	Amendment to FRS 121: The Effects of Changes in Foreign Exchange Rates – Net Investment in a Foreign Operation
	1 July 2007


The above IC Interpretations, FRS and amendment to FRS are not relevant to the Group except for FRS 107, 112, 118, 134, 137 and 139 which shall be complied with when it becomes effective.
It is expected that there will be no material impact on the financial statements when the Group applies FRS 107, 112, 118, 134 and 137.

Pursuant to paragraph 103AB of FRS 139, the disclosure of the impact of applying FRS 139 Financial Instruments: Recognition and Measurement on the financial statements upon first adoption of this Standard is not required. 
A2 Audit report

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

A3 
Seasonal or cyclical factors

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

A4 
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. 

A5 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. 

A6 Debt and Equity Securities

During the current quarter, the Company repurchased 1,000 of its issued ordinary shares from the open market at RM0.70 per share. The total consideration paid for the repurchase including transaction costs was RM713.28 and this was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.

A7 Dividend 

	Year To Date
	Year To Date

	Ended
	Ended

	30.6.2007
	30.6.2006

	RM
	RM


First and Final dividend paid for the year

2006 :  4.00  sen tax exempt per ordinary share 

paid on 18 June 2007
(2005 : 2.00  sen tax exempt per ordinary share

paid on 16 June 2006)




3,036,072
      1,518,036





==========

========
A8 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 2007 was as follows:




Property



Packaging
development
Eliminations
Group



RM
RM
     RM
RM



2007



Revenue
148,544,533
6,871,089
-
  155,415,622




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




Results





 Segment results
6,080,564
1,669,333
-
7,749,897


 Unallocated costs


(255,044)




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


Profit from operations



7,494,853

Finance costs



(1,737,833)

Share of results of associated company

94,213

94,213




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


Profit before tax



5,851,233

Tax 



(492,237) 





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


Profit for the period 



5,358,996






=========



Property




Packaging
development
Eliminations
Group


RM
RM
RM
RM

Assets


Segment assets
175,363,794
20,282,676
(33,707,774)
161,938,696


Investment in associated company

23,264,459

23,264,459


Unallocated assets


280,847






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


Consolidated total assets




185,484,002






=========



Liabilities



Segment liabilities
51,812,243
37,771,437
(33,707,774)
55,875,906


Unallocated liabilities



21,892,637




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

Consolidated total liabilities



77,768,543






=========


Other information



Capital additions
1,098,434
-
-
1,098,434


Depreciation and amortisation



  - Property, plant and equipment
5,813,306
-
-
5,813,306
  - Prepaid land lease payments
55,549
-
-
55,549
  - Investment property
2,845
-
-
2,845

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

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 associated company

281,923

281,923



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


Profit before tax



 4,957,026

Tax 


 
(1,097,283)





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



Profit for the period



3,859,743




========




Property




Packaging
development
Eliminations
Group


RM
RM
RM
RM

Assets



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


Investment in associated company

23,341,477

23,341,477


Unallocated assets


337,197 







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


Consolidated total assets




201,656,007






=========



Liabilities


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


Unallocated liabilities



27,231,015




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


Consolidated total liabilities



98,172,687






=========


Other information



Capital additions
1,124,740
- 
-
1,124,740


Depreciation and amortisation



  - Property, plant and equipment
6,074,223
-
-
6,074,223


  - Prepaid land lease payments
55,549
-
-
55,549


  - Investment property
2,845
-
-
2,845

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


Unallocated costs represent common costs and expenses incurred in dormant subsidiaries.  Segment assets consist primarily of property, plant and equipment, investment property,  prepaid land lease payments, 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.
A9 Valuations of property, plant and equipment

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

A10 Subsequent events 

There were no material events subsequent to 30 September 2007 and up to the date of the issuance of this quarterly report that have not been reflected in this quarterly report.  
A11 Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial quarter ended 30 September 2007 including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring and discontinuing operations. 

A12 Contingent liabilities

The Company had given a guarantee to a bank amounting to RM3.5 million for banking facilities extended to a subsidiary of which RM450,019 has been outstanding as at 30 September 2007.

A13 Capital Commitments

Capital commitments not provided for in the financial statements as at 30 September 2007 were as follows: -

	
	RM’000

	Property, plant and equipment
	

	 - Authorised and contracted for
	5,041

	
	


A14 Inventories

As at 30 September 2007, the cost of inventories recognised as an expense for the Group includes RM310,620 in respect of write-downs of inventories to net realisable value. The Group reversed RM163,037 in respect of part of inventories write-downs made in prior years that was subsequently not required.
A15 Comparatives
As previously reported in our financial results for the nine months ended 30 September 2006, the Group discovered that, in prior years, the realisation of revaluation surplus of its associated company’s leasehold land included in the cost of investment in associated company was not charged against the post-acquisition results of the associated company. A prior year adjustment was then made to account for this realisation of the revaluation surplus against the post-acquisition results of the associated company. 
The share of results of associated company and the profit for the period for the three months ended 30 September 2006 as set out below has been restated to conform to the above as well as for comparison of current financial quarter’s presentation.
	
	
	
	As previously reported
	Adjustment
	As restated

	
	RM
	RM
	RM

	3 months ended 30 September 2006
	
	
	

	Share of results of associated company
	(211,657)
	334,350
	122,693

	
	
	
	

	Profit for the period
	1,765,024
	334,350
	2,099,374

	
	
	
	

	9 months ended 30 September 2006
	
	
	

	Share of results of associated company
	281,923
	-
	281,923

	
	
	
	
	
	

	Profit for the period
	3,859,743
	-
	3,859,743

	
	
	
	
	
	


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

B1 Review of Performance

There was no material change in the Group’s  revenue for the nine months ended 30 September 2007.  The Group recorded a revenue of  RM155.416 million as compared to RM155.522 million for the corresponding period in the previous year. 
The Group achieved a profit before tax of RM5.851 million for the nine months ended 30 September 2007. This represented an increase of RM0.894 million or 18.0% against the profit before tax of RM4.957 million for the corresponding period in the previous year.   If not for the provisioning for doubtful debts during the current quarter, the Group would have reflected a better performance for the nine months ended 30 September 2007.

The increase in the profit before tax was mainly attributable to the improved operational yield, better performance of its overseas subsidiary as well as the contribution from the property sector due to the higher turnover recognised in the current period for the property sector. 
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 current quarter under review, the Group recorded a profit before tax of RM3.218 million after having made a provision for doubtful debts. This represented an increase of RM2.087 million against the profit before tax of RM1.131 million for the preceding quarter. The details of material changes in the profit before tax for the current quarter are disclosed under item B1 above.

B3 
Current Year Prospects

The Board is confident of the Group’s prospects for the year ending  31 December 2007.  Barring unforeseen circumstances the Directors expect the results for  2007 to be significantly better than the year ended 2006.  

B4 
Profit Forecast or Profit Guarantee

No profit forecast or profit guarantee was provided.
B5
Taxation
	
	3 months ended
	
	9 months ended

	
	30.9.2007    
	
	30.9.2006    
	
	30.9.2007
	
	30.9.2006

	
	RM                RM    
           
	
	RM                RM    
           
	
	RM
	
	RM

	In respect of current period:
	
	
	
	
	
	
	

	-  Malaysian Tax
	433,742
	
	125,682
	
	760,617
	
	294,541

	-  Foreign Tax  
	78,775
	
	80,110
	
	195,053
	
	154,616

	-  Deferred Tax
	(167,829)
	
	356,437
	
	(455,716)
	
	638,598

	
	344,688
	
	562,229
	
	499,954
	
	1,087,755

	In respect of prior year:
	
	
	
	
	
	
	

	-  Malaysian Tax underprovided
	1,826
	
	71,319
	
	1,826
	
	71,319

	-  Deferred Tax overprovided
	-
	
	(61,791)
	
	(9,543)
	
	(61,791)

	
	346,514
	
	571,757
	
	492,237
	
	1,097,283

	
	
	
	
	
	
	
	


The effective tax rate for the current quarter and financial period ended 30 September 2007 was lower than the statutory tax rate mainly 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. 

B8
Status of Corporate Proposals

There were no corporate proposals announced as at the date of this quarterly report. 
B9
Group Borrowings     
Details of the Group’s borrowings as at 30 September 2007 were as follows: -
	
	Current
	
	Non Current

	
	RM
	
	RM

	Unsecured - Ringgit Malaysia 
	26,823,823
	
	7,299,272

	Secured     - Ringgit Malaysia
	456,124
	
	327,593

	Secured     - Australian Dollar
	26,585
	
	83,079

	
	27,306,532
	
	7,709,944

	
	
	
	


Borrowings are denominated in Ringgit Malaysia and Australian Dollar.

B10
Off balance sheet financial instruments 
As at the date of this quarterly report, the Group has the following open foreign currency contracts: -
	Foreign currency contracts 
	Notional amount (RM’000)

	- Maturity within 7 months
	6,062


The foreign currency contracts are entered into with credit worthy financial institutions to hedge the Group’s exposure in foreign currencies.
B11
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 

	
	
	 30.09.2007 
	30.09.2006 
	30.09.2007 
	30.09.2006 

	Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Profit attributable to ordinary equity holders of the parent
	(RM)
	2,740,191
	1,983,041
	5,089,815
	3,655,998

	
	
	
	
	
	

	Weighted average number of ordinary shares in issue
	
	75,901,468
	75,901,801
	75,901,690
	75,901,801

	
	
	
	
	
	

	Basic earnings per share
	(sen)
	3.61
	2.61
	6.71
	4.82

	
	
	
	
	
	


By Order of the Board

Ms TAN GAIK HONG, MIA 4621

Secretary

Melaka

Dated :  29 November 2007
c.c. Securities Commission
Pg 7 of 8

