MAXBIZ CORPORATION BERHAD (COMPANY NO. 587870-T)

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



A. EXPLANATORY NOTES PURSUANT TO THE INTERIM FINANCIAL REPORT – FRS 134

A1
Basis of preparation
The unaudited interim financial statements have been prepared in accordance with the requirement of FRS 134 - Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and Chapter 9 part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) and should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 December 2005.

The significant accounting policies and methods of computation applied to the unaudited condensed interim financial statements are consistent with those adopted in the most recent annual financial statements for the year ended 31 December 2005 except for the adoption of the new and revised Financial Reporting Standards (“FRSs”) issued by the MASB that are effective for the financial period beginning 1 January 2006. The details of the changes in accounting policies are set out under Note A1.1.

A1.1    Changes in accounting policies
The principal effects of the changes in accounting policies as a result of the application of the new and revised FRSs are as follows:-

a) FRS 3: Business Combination, FRS 136 Impairment Of Assets and FRS 138: Intangible Assets.

The adoption of FRS 3 Business Combination and the consequential changes to FRS 136 Impairment of Assets and FRS 138 Intangible Assets has resulted in a change in the accounting policy relating to purchased goodwill.

Goodwill acquired in a business combination is now stated at cost less any accumulated impairment losses. The adoption of these new FRSs has resulted in the Group ceasing annual amortisation of goodwill. Instead goodwill is allocated to cash-generating  units and the carrying amount is tested annually for impairment or more frequently if events  and changes in circumstances indicate that it might be impaired. Goodwill impairment is determined by comparing its carrying amount against its recoverable amount in accordance to FRS 136. Any impairment loss is recognised in the income statement and subsequent reversals is not allowed.

This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006. The carrying amount of goodwill for the Group as at 1 January 2006 of RM65.611 million shall ceased to be amortised. With the adoption of these new FRSs, no impairment loss on goodwill has been recognised in the period ended 30 September 2006.

b) FRSs yet to be adopted

The Group has yet to adopt FRS 117 – Leases. FRS 124 – Related Party Disclosure and FRS 139 – Financial Instrument : Recognition and Measurement, which will be effective from 1 October 2006. The Group will apply these three new standards in the financial period commencing 1 January 2007 when they become effective.

A2
Qualification of financial statements

There was no audit qualification in the auditors’ report of the Company’s previous annual financial statements for the year ended 31 December 2005.

A3
Seasonal or cyclical factors 

The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.

A4
Items of unusual nature and amount
There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence during the quarter ended 30 September 2006.

A5
Changes in estimates of amounts reported in prior interim periods of the current and prior financial years
There were no significant changes in accounting estimates of amounts reported in prior interim periods of the current or previous financial years that have a material effect in the current interim period save for changes in accounting policies and its effects as disclosed in item A and A1.1 above.

A6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities 
There was no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the quarter ended 30 September 2006.

A7
Dividends paid
There was no dividend paid for the period ended 30 September 2006.

A8

Segment revenue and results

No segmental reporting by activity is prepared as the Group is principally involved in the manufacturing of apparel and its related products.

A9
Valuation of property, plant and equipment

The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements except for the net book values of the property, plant and equipment where depreciation have been provided for in the current quarter and current financial year.  Any additions to the property, plant and equipment are carried at cost less depreciation charge for the current quarter and current financial year.


A10
Subsequent events

There are no material events subsequent to the end of the period reported that have not been reflected in this quarterly report.

A11
The effect of changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations

There were no changes to the composition of the Group for the quarter ended 30 September 2006
A12
Contingent liabilities and contingent assets
As at the date of issue of this interim report, there were no contingent liabilities and contingent assets that had arisen since the last annual balance sheet date.  (The latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B.
ADDITIONAL INFORMATION AS REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS (PART A OF APPENDIX 9B)


                                                                       


B1
Review of performance
	
	Cumulative Year-to-date for

9 months ended

	
	30 September 2006
	30 September 2005

	
	RM’000
	RM’000

	
	
	

	Revenue
	34,414
	42,000

	
	
	

	Loss before taxation
	(980)
	(368)


The Group’s performance for the first nine months shows a loss of RM980,000 compared to a loss of RM368,000 for the corresponding period in previous year. In 2006, due to abundant supply, selling prices of our products experience a big drop that have resulted in a 50% decrease in the gross profit margin from 12% in 2005 to 4% in 2006. Through cost saving measures, we managed to reduced our operating expenses from RM5 million in 2005 to RM2.358 million in 2006 thereby reducing further losses.

B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter

	
	   Current Quarter Ended
	Preceding Quarter Ended

	
	30 September 2006
	31 June 2006

	
	RM’000
	RM’000

	
	
	

	Revenue
	7,715
	9,525

	
	
	

	Loss before taxation
	(1,239)
	(605)


Resulting from the competitive price being offered by the buyers, the volume of orders that the Group secured have reduced. This has resulted in the revenue being reduced by 19% from RM9.5 million to RM7.7 million.  Coupled with the fixed overheads cost, this lead to Group suffering a gross loss of 6.45% compared to a gross profit margin of 0.4% in the preceding quarter.

B3
Prospects
As a result of the lifting of the quota system, garments buyers have been pushing down the prices of the garment, as it is currently a buyers market. In the face of this economic reality, management is experiencing difficulty in obtaining profitable orders. Measures taken by the management to improve the performance includes changes to the fixed assets to reduce operating cost together with other cost saving measures. Although Management is aggressively seeking projects and opportunity to utilise the assets in Malacca, it will take time for the assets to generate revenue to add on to the Group earning base.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  

B4
Variances from profit forecast and profit guarantee

Not applicable to the Company as no profit forecast and profit guarantee was published.

B5
Taxation

	Income tax expense
	
	9-month cumulative 

	
	   Current Quarter Ended
	Year-to-date

	
	30 September 2006
	30 September 2006

	
	RM’000
	RM’000

	
	
	

	Current taxation
	-
	-

	Deferred taxation
	-
	600

	
	-
	600


The effective tax rate on the Group’s profit is lower than the statutory tax rate principally due to the claim of reinvestment allowances by the subsidiaries.

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 financial year-to-date.

B7
Particulars of purchase or disposal of quoted securities
There was no purchase or sale of quoted securities for the current quarter and financial year-to-date.

B8
Status of corporate proposals
The Group has not announce any corporate proposals which has not been completed 

as at the date of this announcement.

B9
Borrowings and debt securities
The Group borrowings and debt securities as at 30 September 2006 were :-

	Short Term Borrowings
	RM’000

	Unsecured -     Bankers’ Acceptance
· Redeemable Unsecured Loan Stock (RULS)
	2,508

3,000

	
	5,508


The unsecured short-term borrowings are guaranteed by the subsidiaries. The above facilities bear interest of between 2.2% to 8% per annum.

RULS are unsecured and bears interest at 5% per annum. RULS are redeemable within 1 years.

	Long term borrowings 
	RM’000

	Redeemable Convertible Secured Loan Stock (RCSLS)
	20,354

	Term loan
	2,943

	
	23,297


RCSLS are secured on the property, plant and equipment of the Company and bears interest at 2% per annum. RCSLS are redeemable within 4 years.

The term loan is for a period of 4 years and bears interest at Base lending rate plus 2%. It is secured by a debenture on the fixed and floating assets of a subsidiary.

B10
Off balance sheet financial instruments
The Group has not entered into any off balance sheet financial instruments.

B11
Material litigation 

The Group is not engaged in any material litigation as at 28 November 2006 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B12
Dividends
The Board of Directors has not recommended any interim dividend for the current quarter and current financial year-to-date.

B13
Earnings per share
(i) Basic earnings per share

Basic earnings per share amounts are calculated by dividing profit attributable to the shareholders by the weighted average number of ordinary shares in issue.

	
	
	9-month cumulative 

	
	   Current Quarter Ended
	Year-to-date

	
	          30 September 2006
	30 September 2006

	
	
	

	Net loss attributable to shareholders (RM‘000)
	(1,239)
	(1,580)

	Weighted average number of ordinary shares in issue (‘000)
	            142,231  
	            142,231  

	
	
	

	Basic loss per share (sen)
	(0.87)


	(1.11)


(ii) Diluted earnings per share

For the purpose of calculating diluted earnings per share, the profit for the period attributable to the shareholders and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of RCSLS.

	
	
	9-month cumulative 

	
	   Current Quarter Ended
	Year-to-date

	
	          30 September 2006
	30 September 2006

	
	
	

	Net loss attributable to shareholders (RM‘000)
	(1,207)
	(1,517)

	Weighted average number of ordinary shares in issue after dilution  (‘000)
	            164,847  
	            164,847  

	
	
	

	Diluted loss per share (sen)
	(0.73)
	(0.92)


           BY ORDER OF THE BOARD

CHUA SIEW CHUAN (MAICSA 0777689)
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