MERCURY  INDUSTRIES  BERHAD
(Company No. 105550 - K)

The  Board  of  Directors  is  pleased  to  announce  the  following :

UNAUDITED  INTERIM  REPORT  OF  THE  GROUP  FOR  THE  1ST  QUARTER   ENDED  31  MARCH  2006

CONDENSED CONSOLIDATED INCOME  STATEMENTS

	
	
	
	INDIVIDUAL  PERIOD
	CUMULATIVE PERIOD

	
	
	
	Current Quarter
	Preceding Year Corresponding Quarter
	Current          

Period      To  Date
	Preceding

Year Corresponding Period

	
	
	
	31/03/2006
	31/03/2005
	31/03/2006
	31/03/2005

	
	
	Continuing  Operations
	RM’000
	RM’000
	RM’000
	RM’000

	1.
	
	Revenue
	10,111
	8,552
	10,111
	8,552

	
	
	Cost of sales
	(8,029)
	(6,171)
	(8,029)
	(6,171)

	
	
	Gross Profit
	2,082
	2,381
	2,082
	2,381

	
	
	
	
	
	
	

	
	
	Other  income
	29
	23
	29
	23

	
	
	Operating   expenses
	(1,837)
	(2,191)
	(1,837)
	(2,191)

	
	
	Interest expense
	(9)
	(15)
	(9)
	(15)

	
	
	Share of profits /(loss) of associates 
	Nil
	Nil
	Nil
	Nil

	        
	
	Profit  before tax
	265
	198
	265
	198          

	
	
	Income  tax  expense
	(165)
	(82)
	(165)
	(82)

	
	
	Profit for the period from continuing operations  
	100
	116
	100
	116

	
	(a)
	Profit  for  the period
	100
	116
	100
	116

	
	
	
	
	
	
	

	
	
	Earnings per share based on 1(a) above :-
	
	
	
	

	
	
	(a) Basic  (based  on  36,182,000 ordinary  shares)   (sen)             
	0.28
	0.32


	0.28


	0.32




The Condensed Consolidated Income Statements should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2005.

	CONDENSED CONSOLIDATED  BALANCE  SHEET
	
	
	  
	

	
	
	
	
	Unaudited    As  At                                     
	Audited   As  At 
	

	
	
	
	      31/03/2006
	31/12/2005
	

	
	
	
	RM’000
	RM’000
	

	
	ASSETS
	
	
	(Restated)
	

	
	Non-current  assets
	
	
	
	

	
	Property,  plant  and  equipment
	
	8,117
	8,121
	

	
	Investment  in  associated  companies
	
	-
	-
	

	
	Other  investments
	
	  281
	436
	

	
	Deferred  tax  assets                
	
	-
	-
	

	
	
	
	8,398
	8,557
	

	
	Current  assets
	
	
	
	

	
	Inventories
	
	8,661
	9,202
	

	
	Trade  receivables
	
	13,188
	13,756
	

	
	Other  receivables
	
	15,034
	17,234
	

	
	Cash  and  bank  balances
	
	1,336
	841
	

	
	
	
	38,219
	41,033
	

	
	TOTAL  ASSETS
	
	
	46,617
	49,590
	

	
	
	
	
	
	

	
	EQUITY AND LIABILITIES
	
	
	
	

	
	Equity attributable to equity holders of the parent
	
	
	
	

	
	Share  Capital
	
	36,182
	36,182
	

	
	Share  premium
	
	81,819
	81,819
	

	
	Reserves - (Accumulated  loss)
	
	(102,262)
	(102,362)
	

	
	Total  equity
	
	15,739
	15,639
	

	
	
	
	
	
	

	
	Non-current  liabilities
	
	
	
	

	
	Deferred  tax  liabilities
	
	154
	154
	

	
	
	
	154
	154
	

	
	
	
	
	
	

	
	Current  liabilities
	
	
	
	
	

	
	Bank borrowings
	
	1,249
	1,406
	

	
	Trade  payables
	
	4,777
	4,280
	

	
	Other  payables
	
	24,698
	28,111
	

	
	Current  tax  payable
	
	-
	-
	

	
	
	
	30,724
	33,797 
	

	
	
	
	
	
	

	
	TOTAL  EQUITY AND  LIABILITIES
	
	46,617
	49,590
	

	
	
	
	
	
	

	
	Net    assets  per  share  (RM)
	
	0.4350
	0.4322
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2005.

CONDENSED  CONSOLIDATED  STATEMENT  OF CHANGES  IN  EQUITY
	
	
	< ---Non-distributable-- >

reserves
	
	

	
	Issued

capital
	Share

premium
	Reserve

arising on 

consolidation
	Accumulated

Loss
	Total

equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Balance as  of  1.1.2006 
	36,182
	81,819
	 1,851
	(104,213)
	15,639

	Effect of adopting FRS 3
	-
	-
	(1,851)
	    1,851
	         -

	
	36,182
	81,819
	      -
	(102,362)
	15,639

	Net  profit  for  the  period
	-
	-
	      -
	       100
	     100

	Balance as of  31.03.2006
	36,182
	81,819
	      -
	(102,262)
	15,739

	
	
	
	
	
	

	
	
	< ---Non-distributable-- >

reserves
	
	

	
	Issued

capital
	Share

premium
	Reserve

arising on 

consolidation
	Accumulated

Loss
	Total

equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Balance as  of  1.1.2005   
	36,182
	81,819
	 1,851
	(102,138)
	17,714

	Net  profit  for  the  period
	-
	-
	       -
	       116
	     116

	Balance as of  31.03.2005
	36,182
	81,819
	 1,851
	(102,022)
	17,830

	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2005.

	CONDENSED  CONSOLIDATED CASH  FLOW  STATEMENT

For the 3 Month period Ended 31 March 
	3 months ended     31/03/2006
	3 months ended 31/03/2005

	The  Group
	
	RM’000
	RM’000

	
	
	
	

	Net  Cash  From/(Used  In) Operating  Activities
	637
	(193)

	
	
	

	Net  Cash  From  Investing  Activities
	24
	-

	
	
	

	Net  Cash  Used  In  Financing  Activity
	(9)
	(15)

	
	
	

	Net  increase/(decrease)  in  cash  and  cash  equivalents
	652
	(208)

	
	
	

	Cash and cash equivalents at beginning of  financial Period
	(565)
	(674)

	
	
	

	Cash and cash equivalents at end  of  financial Period
	87
	(882)

	Cash and  cash  equivalents  at  the end  of  the financial  period  comprise  the  following  balance amount:

	
	As at 31.03.2006
	As at 31.03.2005

	
	RM’000
	RM’000

	Cash  and  bank  balances
	1,336
	    677

	Bank overdrafts 
	(1,249)
	(1,559)

	
	    87
	   (882)


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2005.

	Part  A – Explanatory Notes  Pursuant  To Financial  Reporting  Standard 134
	
	
	
	

	1.
	Accounting Policies

The  interim  financial  report  are  unaudited  and  have  been  prepared  in compliance  with  Financial Reporting Standard (FRS) 134 - Interim Financial Reporting  (formerly known as MASB 26) issued by the Malaysian Accounting Standards Board (“MASB”),  and part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).

The  same accounting  policies  and  methods  of  computation  are  followed  in  the quarterly  financial  statements  as  compared  with  the  annual  financial  statements  of  the  Group  for  the  year  ended  31  December  2005, except  for  the  adoption  of  the  following  new and revised Financial Reporting  Standards (“FRS”) issued by MASB that are effective for the group’s first FRS annual reporting date, 31 December 2006:-
	

	
	   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 Accounting 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
	
	
	

	
	Except for those disclosed in Notes 29 below, the adoption of  the above FRS does not have any significant  financial  impact  on  the  Group.  

Up to 31 December 2005, the Group’s consolidated financial statements were prepared in accordance with MASB standards effected before 1 January 2006. 

Apart from the above, the quarterly financial statements are to be read in conjunction with the Annual Financial Statements for the year ended 31 December 2005.


	

	2.
	Auditors’  Report  on  Preceding Annual Financial Statements

There was no qualification of the Group audited report for the year ended 31 December 2005.


	


	3.
	Segmental  Reporting

	
	Segmental  report  for  the  financial  period  ended   31  March  is  as  follows:

	
	By  Industry


	
	Manufacturing of paints, retailing of  paints &  related products
	 Others
	Eliminations 
	Group

	
	
	
	<----------------------------------------- 3  months  ended  ------------------------------------------>

	
	
	
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005

	
	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	Revenue
	
	
	
	
	
	
	
	
	

	
	External sales
	
	10,111
	8,552
	-
	-
	-
	-
	10,111
	8,552

	
	Inter-segment
	
	2,238
	2,242
	680  
	340
	(2,918)
	(2,582)
	-
	-

	
	Total  Revenue
	
	12,349
	10,794
	680 
	340
	(2,918)
	(2,582)
	10,111
	8,552

	
	
	
	
	
	
	
	
	
	
	

	
	Results
	
	
	
	
	
	
	
	

	
	Segment  result
	347
	240
	(81)
	(27)
	-
	-
	266
	213

	
	Operating profit
	
	
	
	266
	213

	
	Interest expense
	
	
	
	(9)
	(15)

	
	Interest  income
	
	
	
	8
	-

	
	Profit  before  tax 
	
	
	
	265
	198

	
	Income  tax
	
	
	
	(165)
	(82)

	
	Profit  for  the  period
	
	
	100
	116

	
	
	
	
	
	
	

	
	By  Geographical  market
	
	Sales  revenue  by geographical market

	
	
	
	
	YTD  March        2006
	YTD  March          2005

	
	
	
	
	RM ‘000
	RM’000

	
	Malaysia
	
	
	 7,043
	6,287

	
	Other  Countries
	
	
	 3,068
	2,265

	
	
	
	
	
	10,111
	8,552


	
	
	

	4.


	Unusual  Item Affecting Assets, Liabilities, Equity, Net Income Or Cash Flow

There  were  no  unusual  items  affecting  assets,  liabilities,  equity,  net  income  or  cash flows   during  the  financial  quarter  under  review other than the adjustments arising from the adoption of FRS as mentioned in Notes 1  and  29.
	

	5.


	Change Of Estimates Used

There  was no material change in estimates for the financial quarter under review.


	

	6.
	Seasonality Or  Cyclicality  Of  Interim  Operations

The  Group’s  operations  are  not  significantly  affected  by  any  seasonal  or  cyclical  factors. 
	

	
	
	


	
	
	

	7.
	Dividends  Paid

No  dividends  has been  paid   during  the  current  quarter  ended   31  March  2006.
	

	
	
	

	8.
	Valuation of property, plant and equipment

The Group does not state any assets based on valuation of its property, plant and equipment.


	

	9.
	Issuance,   Cancellation,  Repurchases,  Resale  and Repayments  Of  Debt  and  Equity  Securities

There  were  no  issuance,  cancellation,  repurchases,  resale  and  repayments  of  debt  and  equity  securities  for  the  current  quarter   ended   31  March  2006.


	


	On 10 March 2006, the Company entered into a third Supplemental Debt Agreement (“Supplemental Debt Agreement”) with SPSB and Excel, whereby Excel has agreed to accept the assignment and transfer of an amount of RM4.0 million in receivable accruing to Arena Raya Sdn Bhd (“ARSB”), a wholly-owned subsidiary of the Company for a consideration of RM4.0 million to be settled by way of set-off against the outstanding amount of RM7,387,979 (pursuant to the Settlement Agreement) owing by SPSB to Excel subject to the terms and conditions of the Deed of the Assignment to be executed by ARSB, Excel, SPSB and the Company upon completion of the Supplemental Debt Agreement.

On 13 March 2006, the Company appealed against the decision made by SC on 14 February 2006. As of todate, the status of the said appeal is still pending.


	

	11.
	Changes  In  The  Composition  Of  The Group

There were no changes in the composition of the Group for the current  quarter  ended  31  March  2006.



	12.


	Capital  Commitments

The  were  no  commitments  for  the  purchase  of  property,  plant  and  equipment  not  provided  for  in  the  interim  financial  statements  as  at  31  March  2006.


	14.
	Contingent  Liabilities /Assets

The Company has given unsecured corporate guarantees totalling RM7.39 million to certain  financial institutions  for  credit  facilities  granted  to  certain of its   subsidiary  companies. Accordingly,  the  Company  is  contingently  liable  to  such financial institutions to the  extent  of the amount of  credit  facilities  utilised. There were no contingent assets as to the date of this report.

	
	


	
	

	15.
	Material Subsequent  Event

There  was  no  material  event  subsequent  to  the  end  of  the  financial period under review that has not been reflected in the financial statements.


	Part  B - Explanatory Notes Pursuant To Appendix 9B Of The Listing  Requirements  Of   Bursa  Malaysia  Securities  

                Berhad

	16.


	Review  Of   Performance
The  Group  recorded  a  revenue  for  the  three  months  ended  31  March  2006  of  RM10.11  million  against   RM8.55 million  registered  in  the  corresponding  period  in  2005,  representing  an  increase  of  18.23%.  The    increase  in  revenue  is  attributable  to  the  increase  in  export  sales  of   paints  products.  The  Group  recorded  a   profit  before  income  tax  of  RM0.27  million  for  the 3  months  ended  31  March  2006  against  a  profit  before  income  tax  of  RM0.20  million  for  the  corresponding   period  in  2005.   The  increase  in  profit  before  tax  is mainly  attributable  to  lower  operating  expenses.  

	
	

	17.
	Comparison  With  Previous Quarter’s  Results
Revenue  for  the current  quarter  was   at  RM10.11 million  as  compared  to  the  previous  quarter of   RM10.41 million,  representing  an  decrease  of   2.88%.  The  Group  recorded  a  profit  before  income  tax  of  RM0.27 million  in  the  current  quarter  as  compared  to  a  loss  before  income  tax  of  RM2.64  million  for  the  previous  quarter.  The  loss  before  income  tax  for  the  previous  quarter  is  due  mainly  to  allowance  for  doubtful  debts  of  RM2.7 million,  higher  cost  of  sales  and  operating  expenses.  

	
	

	18.
	Current  Year  Prospects

The  Board  of  Directors  expects  a  challenging  year  ahead  in  view  of  the  lower  forecast  economy  growth  and  higher  crude  oil  prices.  However,  the  Board  anticipates  the  Group’s  performance  for  the  current  financial  year  to  be  better  compared  to  the  previous  year due  to  increase  of  export  sales  to  Asian countries such as Vietnam, Cambodia, Indonesia  and  India  coupled  with  the  cost  cutting  measures  adopted  by  the  Group.  The  management  is  also  actively  reviewing   its  business  plan  and  seeking  possible  avenues  to  diversify its business  and  earnings.

	
	
	
	
	

	19.
	Variance  From   Profit  Forecast
 This  note  is  not  applicable.
	
	
	

	
	
	
	
	

	20.
	Income  Tax  Expense
	
	Period  to  date
	

	
	
	
	31/03/2006
	

	
	
	
	RM’000
	

	
	Provision  for  current  taxation 
	
	165
	

	
	Provision  for  deferred  taxation
	
	-
	

	
	
	
	165
	

	
	The  effective  tax  rate for  current  period  to  date  was   higher  than  the  statutory  tax  rate  mainly  due  to  certain expenses  that  were  non-deductibility  for  tax  purposes  and  also  losses of  the  Company   and  certain  subsidiary  companies which  cannot  be  offset  against  profits  of  the  other  subsidiary  companies  in  the  Group.
	

	
	
	

	21.
	Sale  Of  Unquoted  Investments  And/Or  Properties
There  were  no  sales  of  unquoted   investments  and/or   properties  for  the financial period under review.
	

	
	

	
	


	
	

	22.
	Purchase Or  Disposal  Of  Quoted  Securities

	(a)
	Disposal of  quoted  securities  for  the  current  quarter  ended  31  March  2006 are as follows:
	

	
	
	Current Quarter
	
	

	
	
	RM ‘000
	
	

	
	Sales  of  quoted  shares  in  Malaysia
	(707)
	
	

	
	Loss  on  sale of  quoted  shares  in  Malaysia
	   (2)
	
	

	
	
	

	(b)
	As  at  31  March  2006, investments  in  quoted   securities  are  as   follows :
	

	
	
	RM’000
	
	

	
	i)     Quoted  shares  in  Malaysia  at  cost
	1,758
	
	

	
	ii)    Quoted  shares  in  Malaysia  at  carrying  value
	   281
	
	

	
	iii)   Market  value of  quoted  shares  as  at  31  March  2006      
	   267
	
	

	23.
	Status  Of  Corporate  Proposals
On  30  June  2005,  the Company   has  announced  the  proposed  debt  settlement by Silverlight Prospects Sdn Bhd,  a wholly-owned  subsidiary company  of  the  Company,  by  way  of  issuance of  12,000,000  new  ordinary  shares  of  the  Company  of  RM1.00  each  at  an  issue  price  of  RM1.00 each.   On 26 August 2005, the   Company  had  submitted  the  scheme  to  the  relevant  authorities  for  approval.  If  the  scheme  is  approved  by  the  relevant  authorities  it  will  enable  to  meet  the  minimum  paid-up  capital  requirement  of  RM40  million  for  companies  listed  on  the  second  board  of  Bursa  Malaysia  Securities  Berhad   (“BMSB”).    

The  Securities  Commission (“SC”)  vide its  letter  dated  14  February  2006,  rejected  the  said  proposed debt  settlement  and  the  Company  had  on  13 March 2006  made  an  application  to  the  SC  for  a  review  of  the  SC’s  decision.  At  this  point in  time the SC has  not  revert  back  to  us  on  the  application.  
	

	
	
	

	24.


	Group  Borrowings  And  Debt  Securities

The Group’s borrowings as  of   31  March  2006 is as follows:

(a)     Short  term  borrowings  amounted  to  RM1,249,000  represents  bill  payable  and  bank  overdraft.  

	
	(b)     There  were  no  long  term  borrowings.
	

	
	(c)     There  were  no  borrowings  or  debt  securities  denominated  in  foreign  currencies. 
	

	
	
	

	25.
	Off Balance Sheet Financial  Instruments
There were no material financial instruments with off balance sheet risk during the financial period under review.   
	

	
	
	

	26.


	Changes  In  Material  Litigation
There  was no  changes  in  material  litigation  as  of  the  date  of  this  report. 
	

	
	
	

	27.
	Dividend Payable
No  interim ordinary dividend  has been declared for  the financial period ended 31 March  2006 (31 March 2005: Nil)
	 

	
	
	

	28.
	Earning  Per  Ordinary  share

The  basis  earnings  per  ordinary  share  is calculated  by  dividing  the  Group’s  net  profit  for  the  current  quarter and  year-to-date  of   RM100,000  by  the  number  of  ordinary  shares  in  issue  of  36,182,000  during  the  year.      

     
	


	29.
	Changes In Accounting Policies

The principal effects of the changes in accounting policies resulting from the adoption of the new/revised FRS are disclosed below:

(a) FRS 3: Business Combinations and FRS 136: Impairment of Assets

Under FRS 3, all business combinations will be accounted for by applying the purchase method where the cost of business combination will be allocated to the identifiable assets, liabilities and contingent liabilities at the acquisition date. Any difference will be recognized as goodwill, represents an anticipation of future economic benefits from assets that are not capable of being individually identified and separately recognized.

The FRS 3 will also result in consequential amendments to FRS 136 Impairment of Assets and FRS 138 Intangible Assets.

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 acquisition (previously referred to as ‘reserve on consolidation’), after reassessment, is now recognized immediately in income statement. Prior to 1 January 2006, reserve on consolidation was captured as part of reserves which constitute the Group’s shareholders’ fund. In accordance with the transitional provision of FRS3, the reserve on consolidation as at 1 January 2006 of RM1,851,000 was derecognised with a corresponding decrease in accumulated loss.

(b) FRS 101: Presentation of Financial Statements

The adoption of FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. FRS 101 requires disclosure, on the face of the statement of changes in equity, the total recognised income and expenses for the period showing separately the amount attributable to equity holders of the parent and to minority interest.

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

	
	
	


