UNITED BINTANG BERHAD (44676-M)

Notes To The Interim Report For The Second Quarter Ended 30 June 2006
(These figures have not been audited)


PART A – Explanatory Notes Pursuant to FRS 134

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 Listing Requirements.

The interim financial statements should be read in conjunction with the audited financial statements 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 financial year ended 31 December 2005. 

The accounting policies and methods of computation adopted by the Group in this report are consistent with those adopted in the financial statements for the year ended 31 December 2005 except for the adoption of the relevant new Financial Reporting Standards (“FRS”) issued by the Malaysian Accounting Standards Board (MASB) that are effective for the Group’s reporting beginning 1 January 2006. All FRS does not have  significant financial impact on the Group except for FRS 140 on Investment Property.

As at the date of this report, the Group has not applied the following two new standards which have been issued by the MASB, but are not yet effective:

a) FRS 117
Leases

b) FRS 124
Related Party Disclosures

The Group will apply these two new standards in the financial year commencing 1 January 2007 when they become effective. While there may be changes to the presentation of the Group’s financial statements and additional disclosures made, it is expected that there will be no material impact on the Income Statements when the Group applies these two new accounting standards.

A2.
Change in Accounting Policy

FRS 140 : Investment Property

The adoption of the new FRS 140 has resulted in a change in accounting policy for investment properties. Investment Property is land and buildings held on rental yields or for capital appreciation and is not occupied by the Group. Prior to 1 January 2006, investment properties were classified as property, plant and equipment and were stated at cost/valuation less accumulated depreciation and impairment losses. 
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As a result of the adoption of FRS 140, retrospective changes have been made to the comparative amounts as at 31 December 2005:

	
	As previously reported
	Effects of reclassification
	As restated

	
	RM’000
	RM’000
	RM’000

	Property, plant and equipment
	             13,817
	              (7,906)
	         5,911

	Investment properties
	                    -
	               7,906
	         7,906


Investment properties are now stated at fair values, representing open market values. Gains or losses arising from changes in the fair values of investment properties are recognised in profit or loss in the period in which they arise. In accordance with the transitional provision of FRS 140, this change in accounting policy is applied prospectively and the comparatives as at 31 December 2005 are not restated. Instead, the changes have been accounted for as an adjustment to the opening balances in assets revaluation reserve and accumulated loss of the balance sheet as at 1 January 2006.

Both asset revaluation of RM20,000.00 arising from asset revaluation carried out on freehold investment properties in 1994 and a further amount of RM4.838 million arising from the revaluation on investment properties carried out by Directors of the Group arising from adoption of fair value model on 1 January 2006 have been adjusted accordingly as below:

	
	As at 1.1.2006

	
	RM’000

	Decrease in asset revaluation reserve
	                  (20)

	Increase in investment property
	             4,838

	Decrease in accumulated loss
	             4,858


A3.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.

A4.
Comments About Seasonal or Cyclical Factors

As a major part of the Group’s turnover is derived from trade in the United States of America and Australia, the Group’s performance is very much affected by the four seasons. From past experience, sales are normally slow in the winters and mid summers in the foregoing countries.
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A5.
Unusual Items Due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows that were unusual because of their nature, size or incidence for the current quarter and financial year-to-date.

A6.
Material Changes in Estimates

There were no material changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter under review.

A7.
Debt and Equity Securities

There were no issuances, cancellations, repurchases, resales and repayments of debt and equity securities for the current quarter and financial year-to-date.

A8.
Dividends Paid

No dividend was paid for the current quarter and financial year-to-date.

A9.
Segmental Information

	Segment Revenue
	3 months ended 30.6.2006

RM’000
	
	Cumulative

6 months ended 

30.6.2006

RM’000

	         Local
	             644
	
	          1,799

	         Overseas
	          9,397
	
	         15,088

	
	        10,041
	
	         16,887

	Eliminations
	           (178)
	
	            (586)

	Total
	          9,863
	
	          16,301

	
	
	
	

	Segment Results
	
	
	

	         Local
	            (103)
	
	            (229)

	         Overseas
	            (909)
	
	          (1673)

	
	          (1012)
	
	          (1902)

	Eliminations
	               (0)
	
	                (0)

	
	          (1012)
	
	          (1902)

	Others

Unallocated corporate expenses
	              162

                (0)
	
	              225

                (0)

	Total
	            (850)
	
	          (1677)


A10.
Property, Plant and Equipment

There is no revaluation of property, plant and equipment brought forward from the previous audited financial statements as the Group does not adopt a revaluation policy on its property, plant and equipment.
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A11.
Subsequent Events

There were no material events subsequent to the end of the current quarter up to the date of this report.

A12.
Changes in Composition of the Group

There were no changes in the composition of the Group during the current quarter and financial year-to-date ended 30 June 2006.

A13.
Changes in Contingent Liabilities and Contingent Assets

There were no contingent liabilities or contingent assets arising since the last audited financial statements for the financial year ended 31 December 2005.

A14.
Capital Commitments

Not applicable in this quarter.
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B1.
Related Party Transactions

The Group had paid rental to a related party amounting to RM112,380.00 in the current quarter.

B2.
Performance Review

For the second quarter ended 30 June 2006, the Group incurred 34.36% lower pre-tax loss of RM0.850 million against the preceding year’s corresponding quarter of RM1.295 million due to gain on disposal of property, plant and equipment of RM0.115 million, lower depreciation arising from disposal of property, plant and equipment and receipt of machinery rental of RM0.188 million during the reporting quarter. Group revenue has improved by 16.35% from RM8.477 million to RM9.863 million arising from improvement in export business by 24%.

B3.
Material Changes In The Current Quarterly Results As Compared With The Preceding Quarter

The second quarter pre-tax loss has increased marginally by 2.78% against the preceding quarter of RM0.827 million due to higher overseas auction commission incurred on increased overseas auctions by 65.12%.

The Group recorded a revenue of RM9.863 million for the second quarter ended 30 June 2006, an increase of 53.20% from the preceding quarter of RM6.438 million arising from an increase of 65.12% in export business but offset by reduction in domestic business by 48.16%. 

B4.
Prospects

The outlook for the local construction industry remains challenging. The Group relies heavily on this industry for its local machinery sales.

The Group revenue growth is expected to be influenced to a large extent by the performance of its export business which contributes a major portion of the total Group revenue. Export profit margin has a major impact on Group business performance.

B5.
Profit Forecast or Profit Guarantee

Not applicable

B6.
Taxation

No provision was made in respect of the results for the current quarter and financial year-to-date as the Group incurred losses.
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B7.
Sale of Unquoted Investments and Properties

There was no sale of unquoted investments and properties.

B8.
Quoted Securities

	Investment in quoted securities:
	As at 

30.6.2006

	
	RM’000

	At cost
	119

	At book value
	9

	At market value
	9


B9.
Corporate Proposal

The Group has not announced any comporate proposal, which has not been completed as at the date of this announcement.

B10.
Borrowings and Debt Securities

	
	As at 

30.6.2006

RM’000

	Short term borrowings:

- Secured
	7,787

	Long term borrowings:

- Secured
	178

	
	7,965


B11.
Off Balance Sheet Financial Instruments

The Group did not enter into any contracts involving off balance sheet financial instruments as at the date of this announcement.

B12.
Changes in Material Litigation

There was no material litigation that would have a material adverse effect on the financial position of the Group as at the date of this announcement.

B13.
Dividend Payable 

No interim dividend was recommended for the financial period ended 30 June 2006.
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B14.
Earnings Per Share

Basic earnings /(loss) per share is calculated by dividing the net profit / (loss) for the period by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended
	Cumulative 6 months ended

	
	30.6.2006
	30.6.2005
	31.6.2006
	30.6.2005

	Loss for the period 

(RM’000)
	(850)
	    (1,295)
	(1,677)
	     (2,465)

	
	
	
	
	

	Weighted average number 

of ordinary shares in issue (’000)
	54,005
	     54,005
	54,005
	     54,005

	
	
	
	
	

	Basic earnings/(loss) per share (sen)
	(1.57)
	      (2.40)
	(3.11)
	      (4.56)


B15.
Comparative Figures

Certain comparative figures have been reclassified to conform with audited financial statements for the year ended 31 December 2005.

UNITED BINTANG BERHAD

By Order of the Board

TAN LEE HUAH

Financial Controller

Kuala Lumpur

Date:  29 August 2006

c.c
Securities Commission
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