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  4TH  QUARTER   ENDED  31  DECEMBER  2005

CONDENSED CONSOLIDATED INCOME  STATEMENT

	
	
	
	INDIVIDUAL  PERIOD
	CUMULATIVE PERIOD

	
	
	
	Current Quarter
	Preceding Year Corresponding Quarter
	Current          

Period      To  Date
	Preceding

Year Corresponding Period

	
	
	
	31/12/2005
	31/12/2004
	31/12/2005
	31/12/2004

	
	
	
	RM’000
	RM’000
	RM’000
	RM’000

	1.
	
	Revenue
	10,405
	9,146
	36,149
	33,854

	
	
	Cost of sales
	(7,673)
	(5,567)
	(26,402)
	(23,599)

	
	
	Operating expenses
	(5,449)
	(4,648)
	(11,527)
	(9,785)

	
	
	Other operating income
	86
	169
	150
	235

	
	
	
	
	
	
	

	
	
	Profit/(Loss)  from  operations
	(2,631)
	(900)
	(1,630)
	705

	
	
	Interest  expense
	(7)
	(21)
	(57)
	(63)

	
	
	Interest  income
	2
	-
	7
	3

	
	
	Exceptional  items   
	Nil              
	Nil
	Nil
	Nil

	
	
	Share of profits and losses of associated companies
	Nil
	Nil
	Nil
	Nil

	        
	
	Profit/(Loss) before income tax
	(2,636)
	(921)
	(1,680)
	645          

	
	
	Income  tax 
	(58)
	(123)
	(427)
	(565)

	
	
	Profit/(Loss)  after income tax  
	(2,694)
	(1,044)
	(2,107)
	80

	
	a)
	Net  profit/(Loss)   from ordinary activities attributable  to  members  of  the  Company
	(2,694)
	(1,044)
	(2,107)
	80

	
	
	
	
	
	
	

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

	
	
	(a) Basic  (based  on  36,182,000 ordinary  shares)   (sen)             
	(7.45)


	(2.89)


	(5.82)


	0.22




The Condensed Consolidated Income Statement should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2004.

	CONDENSED CONSOLIDATED  BALANCE  SHEET
	
	
	  
	

	
	
	
	
	As  At                            End  of    Current     Quarter
	As  At Preceding Financial  Year End
	

	
	
	
	
	31/12/2005
	31/12/2004
	

	
	
	
	
	RM’000
	RM’000
	

	1.
	Property,  plant  and  equipment
	
	8,121
	8,353
	

	2.
	Investment  in  unconsolidated  subsidiary  companies
	
	-
	-
	

	3.
	Investment  in  associated  companies
	
	-
	-
	

	4.
	Other investments
	
	436
	640
	

	5.
	Deferred  tax  assets                
	
	-
	299
	

	6.
	Current  assets
	
	
	
	

	
	
	Inventories
	
	9,202
	7,368
	

	
	
	Trade  receivables
	
	13,755
	15,810
	

	
	
	Other debtors,  deposits  and  prepayments
	
	17,242
	17,152
	

	
	
	Cash  and  bank  balances
	
	841
	685
	

	
	
	
	
	41,040
	41,015
	

	7.
	Current  liabilities
	
	
	
	
	

	
	
	Trade  payables
	
	4,280
	2,904
	

	
	
	Other  payables
	
	28,118
	28,252
	

	
	
	Short  term  borrowings 
	
	1,406
	1,359
	

	
	
	Provision  for  taxation
	
	31
	-
	

	
	
	
	
	33,835
	32,515 
	

	
	
	
	
	
	
	

	8.
	Net  current  assets
	
	7,205
	8,500
	

	
	Deferred  tax liabilities
	
	(155)
	(78)
	

	
	
	
	15,607
	17,714
	

	
	
	
	
	
	

	9.
	Shareholders’  funds
	
	
	
	

	
	Share  Capital
	
	36,182
	36,182
	

	
	Reserves
	
	
	
	

	
	
	Share  premium
	
	81,819
	81,819
	

	
	
	(Accumulated  loss)
	
	(104,245)
	(102,138)
	

	
	
	Reserve  arising  on  consolidation
	
	1,851
	1,851
	

	
	
	
	
	(20,575)
	(18,468) 
	

	
	
	
	15,607
	17,714
	

	
	
	
	
	
	

	10.
	Net  assets  per  share  (RM)
	
	0.4313
	0.4896
	

	
	
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2004.

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

reserves
	
	

	The Group
	Issued

capital
	Share

Premium
	Reserve

arising on 

consolidation
	Accumulated

Loss
	Total

shareholders’

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  Loss  for  the  year
	-
	-
	-
	(2,107)               
	(2,107)

	Balance as of  31.12.2005
	36,182
	81,819
	1,851
	(104,245)
	15,607

	
	
	
	
	
	

	
	
	< ---Non-distributable-- >

reserves
	
	

	The Group
	Issued

Capital
	Share

premium
	Reserve

arising on 

consolidation
	Accumulated

Loss
	Total

shareholders’

equity

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

	Balance as  of  1.1.2004
	36,182
	81,819
	1,851
	(102,218)
	17,634

	Net  Profit  for  the  year
	-
	-
	-
	          80   
	80

	Balance as of  31.12.2004
	36,182
	81,819
	1,851
	(102,138)
	17,714

	
	
	
	
	
	


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 2004.

	CONDENSED  CONSOLIDATED CASH  FLOW  STATEMENT
	12 months ended     31/12/2005
	12 months ended 31/12/2004

	The  Group
	
	RM’000
	RM’000

	
	
	
	

	CASH  FLOWS  FROM/(USED IN)  OPERATING  ACTIVITIES
	
	

	Profit / (Loss)  before  tax
	(1,680)
	645

	Adjustments  for:
	
	

	
	Non -cash  items
	3,697
	1,054

	
	Non-operating  items
	71
	60

	
	Operating  Profit  Before Working  Capital Changes
	2,088
	1,759

	
	
	
	

	Changes  in  working  capital
	
	

	
	Net  change  in  current  assets
	(2,782)
	(4,885)

	
	Net  change  in  current  liabilities
	1,320
	(109)

	
	
	
	

	Net  Cash  From/(Used  In) Operating  Activities
	626
	(3,235)

	
	
	

	CASH FLOWS  FROM/(USED IN) INVESTING  ACTIVITIES
	
	

	Addition to property, plant and equipment
	(764)
	(444)

	Proceeds from disposal of  property, plant and equipment
	145
	1

	Proceeds from disposal  of  quoted  investment
	152
	-

	Interest  received
	7
	3

	Net  Cash  Used  In  Investing  Activities
	(460)
	(440)

	
	
	

	CASH FLOWS  USED  IN  FINANCING  ACTIVITY
	
	

	Finance cost  paid
	(57)
	(63)

	Net  Cash  Used  In  Financing  Activity
	(57)
	(63)

	
	
	

	NET  INCREASE/(DECREASE)  IN  CASH  AND  CASH  EQUIVALENTS
	109
	(3,738)

	
	
	

	CASH AND CASH EQUIVALENTS AT  BEGINNING OF PERIOD
	(674)
	3,064

	
	
	

	CASH AND CASH EQUIVALENTS AT  END  OF  THE  PERIOD
	(565)
	(674)


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2004.

	Notes  to  the  Interim  financial  report
	
	
	
	

	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),  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  2004.
	

	
	
	

	2.
	Audit  Report  of  the  Group’s  preceding  Annual  Financial   Statements

The  audit  report  of  the  Group’s  annual  Financial   Statements  for the  year  ended  31  December  2004  was  qualified due to the non-compliance with the FRS - 127 Consolidated Financial  Statements and  Investments  in  Subsidiaries  (formerly known  as  MASB  11).  The  said  consolidated  financial  statements  included  the  financial  statements  of  the  company  and  all  of  its  subsidiary  companies  except  for  the  financial  statements of  Jutai  Investments  Limited  and  its  subsidiary  companies  for  the  period  1  January  2004  to  the  date of  disposal.  

The  non-consolidation  of  the  said  subsidiary  represents  a non-compliance  with  the applicable  approved  accounting  standards  of  the  FRS  Standard 127 (formerly known  as  MASB Standard  11),  which   requires  a  company  which  issues  consolidated  financial  statements  to  consolidate  all  subsidiary  companies.

The  Company  has  disposed  off   Jutai Investments Limited  as per the Company’s  announcement made on 19 April,  2004  to  Bursa  Malaysia  Securities Berhad.
	

	
	
	

	3.
	Seasonality or  cyclicality  of  interim  operations

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

	
	
	

	4.


	Unusual  items

There  were  no  unusual  items  that  have  a  material  effect  on  the  assets,  liabilities,  equity,  net  income  or  cash flows   during  the  financial  period  under  review  because  of  their  nature,  size,  or  incidence.
	

	
	
	

	5.


	Material  changes  in  accounting  estimates

There  were  no  material  changes  in  accounting  estimates  of  amounts  reported  in  prior  quarters  of   the  current  financial  year  or   prior  financial  years.
	

	
	
	

	6.
	Issuances,   cancellations,  repurchases,  resale  and  repayments  of  debt  and  equity  securities

There  were  no  issuance,  cancellations,  repurchases,  resale  and  repayments  of  debt  and  equity  securities  for  the  current  quarter   ended   31  December  2005.
	

	
	
	

	7.
	Dividend  paid

No  dividend  is  paid   during  the  current quarter  ended   31  December  2005.
	

	
	
	

	8.
	Segmental  Reporting
	

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

	
	By  Industry


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

	
	
	
	<----------------------------------------- 12  months  ended  ------------------------------------------>

	
	
	
	2005
	2004
	2005
	2004
	2005
	2004
	2005
	2004

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

	
	Revenue
	
	
	
	
	
	
	
	
	

	
	External sales
	
	36,149
	33,854
	-
	-
	-
	-
	36,149
	33,854

	
	Inter-segment
	
	9,042
	13,116
	1,021  
	1,361
	(10,063)
	(14,477)
	-
	-

	
	Total  Revenue
	
	45,191
	46,970
	1,021 
	1,361
	(10,063)
	(14,477)
	36,149
	33,854

	
	
	
	
	
	
	
	
	
	
	

	
	Results
	
	
	
	
	
	
	
	

	
	Segment  result
	(1,536)
	788
	(156)
	(99)
	62
	16
	(1,630)
	705

	
	Profit/(Loss)  from operations
	
	
	(1,630)
	705

	
	Interest expense
	
	
	
	(57)
	(63)

	
	Interest  income
	
	
	
	7
	3

	
	Profit/(Loss)  before  income  tax 
	
	
	(1,680)
	645

	
	Income  tax
	
	
	
	(427)
	(565)

	
	Net  Profit/(Loss)  for  the  period
	
	
	(2,107)
	80

	
	
	
	
	
	
	

	
	By  Geographical  market
	
	Sales  revenue  by geographical market
	

	
	
	
	
	YTD  December        2005
	YTD  December          2004
	

	
	
	
	
	RM ‘000
	RM’000
	

	
	Malaysia
	
	
	26,782
	26,494
	

	
	Other  Countries
	
	
	9,367
	7,360
	

	
	
	
	
	
	36,149
	33,854

	
	

	9.


	Valuation  of  property,  plant  and  equipment

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

	10.
	Material  events  not  reflected  in  the  financial  statements

On  30 June 2005,  the Company  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.

	11.
	Changes  in  the  composition  of  the Group

There is  no  change in the composition  of  the  Group  in the current  quarter  ended  31  December  2005,  including  business  combinations,  acquisition  or  disposal  of  subsidiaries  and  long-term  investments,  restructurings  and  discontinuing  operations.

	
	

	12.
	Changes  in  contingent  liabilities  or  contingent  assets

There  were  no  changes  in  the  contingent   liabilities  of  the  Group  since  the  last  annual  balance  sheet  date.  The  Company  has  issued  corporate  guarantees  to  certain  banks  for  credit  facilities  totalling  RM7.39  million  granted  to  its   subsidiary  companies.  Accordingly,  the  Company  is  contingently  liable  to  the  extent  of  credit  facilities  utilised  by  the  said  subsidiary  companies.

There  were  no  contingent  assets  as  at  the  end  of  the  current  quarter  and  as  of  the  last   annual  balance  sheet  date.


	Explanatory  notes  as  per  listing  requirements  of   Bursa  Malaysia  Securities  Berhad

	1.


	Review  of   Performance
The  Group  recorded  a  revenue  for  the  twelve  months  ended  31  December  2005  of  RM36.15  million  against   RM33.85 million  registered  in  the  corresponding  period  in  2004,  representing  an  increase  of  6.79%.  The  increase  in  revenue  is  attributable  to  the  increase  in  export  sales  of   paints  products.  The  Group  recorded  a  loss  before  income  tax  of  RM1.68  million  for  the  12 months  ended  31  December  2005  against  a  profit  before  income  tax  of  RM0.65  million  for  the  corresponding   period  in  2004.   The  decrease  in  profit  before  tax  is mainly  attributable to allowance for  doubtful  debts  of  RM2.7 million, higher  cost  of   sales  and  operating  expenses.

	
	

	2.
	Comparison  with  Preceding  Quarter’s  Results
Revenue  for  the current  quarter  was   at  RM10.24 million  as  compared  to  the  preceding  quarter of   RM9.40 million,  representing  an  increase  of   8.94%.  The  Group  recorded  a  loss  before  income  tax  of  RM2.64 million  in  the  current  quarter  as  compared  to  a  profit  before  income  tax  of  RM1.24  million  for  the  preceding  quarter.  The  loss  before  income  tax  for  the  current  quarter  is  due  mainly  to allowance for  doubtful  debts of  RM2.7 million,  higher  cost of  sales  and  operating  expenses.  

	
	

	3.
	Current  Year  Prospects

Not  Applicable.

	
	
	
	
	

	4.
	Variance  from   Profit  Forecast
 This  note  is  not  applicable.
	
	
	

	
	
	
	
	

	5.
	Income  Tax
	
	Period  to  date
	

	
	
	
	31/12/2005
	

	
	
	
	RM’000
	

	
	Provision  for  current  taxation 
	
	   49
	

	
	Provision  for  deferred  taxation
	
	 378
	

	
	
	
	427
	

	
	Despite the Group’s loss  before  income tax  for  the  year  ended  31 December  2005, provision for taxation has  been  made  due  mainly  to  profits  of  certain subsidiary  companies  which,  for  tax  purposes,  cannot  be  offset  against  losses  of  the  Company  and  other  subsidiary  companies  in  the  Group.
	

	
	
	

	6.
	Loss  on  Sale  of  Unquoted  Investments  and/or  Properties
There  were  no  sales  of  unquoted   investments  and/or   properties   for  the  current  quarter  ended  31  December  2005.


	

	7.
	Purchase or  Disposal  of  Quoted  Securities

	(a)
	There  were  disposal  of  quoted  securities  for  the  current  quarter  ended  31  December  2005.
	

	
	Current Quarter

RM’000

Current Year to date

31/12/2005

RM’000

Sales of quoted shares  in  Malaysia

(152)

(152)

Loss on  sale of  quoted  shares  in  Malaysia

    (8)

    (8)


	

	
	
	

	(b)
	As  at  31  December  2005, investments  in  quoted   securities  which  were  quoted  in  Malaysia  were  as   follows :
	

	
	
	RM’000
	
	

	
	i)     Quoted  shares  in  Malaysia  at  cost
	2,465
	
	

	
	ii)    Quoted  shares  in  Malaysia  at  carrying  value
	   436
	
	

	
	iii)   Market  value of  quoted  shares  as  at  31  December  2005      
	   436
	
	

	
	
	
	
	

	8.
	Status  of  Corporate  Proposals
On  30  June  2005,  Mercury  Industries  Berhad   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   (“Bursa  Malaysia”).    

Securities  Commission (“SC”)  vide its  letter  dated  14  February  2006,  rejected  the  above  proposed debt  settlement.

The  Company  is  currently  considering  the  next  course  of  action  in  relation  to  the  Proposed  Debt  Settlement  and   will  make  the  necessary  announcement  on  any  further  development.  Pursuant  to  paragraph  17.04  of  the  SC  Policies  and  Guidelines   on  Issue/Offer  of   Securities,  the  Company  make  an  application  to  the  SC  for  a  review  of  the  SC’s  decision  above  within  30  days  upon  the  receipt  of  the  letter.  
	

	
	
	

	9.

(a)
	Group  Borrowings  &  Debt  Securities

As  of   31  December  2005:

Short  term  borrowings  amounted  to  RM1,406,000  represents  bank  overdraft.  

	(b)
	There  were  no  long  term  borrowings.
	

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

	
	
	

	10.
	Financial  Instruments
The  Group  does  not  have  any  off   balance  sheet   financial  instruments   as  of  the  date  of  this  announcement.   
	

	
	
	

	11.


	Changes  in  Material  Litigation
There  were  no  changes  in  material  litigation  as  of  the  date  of  this  announcement. 
	

	
	
	

	12.
	Dividend
No  dividend  is  recommended  for  the 4th  quarter  ended   31  December  2005.
	 

	
	
	

	13.
	Earning  per  ordinary  share

The  basis  earnings  per  ordinary  share  for  the  current  quarter  and  current  year-to-date   have  be  calculated  on  the  Group’s  net  loss   of   RM2,694,000  and  RM2,107,000  respectively,  by  the  number  of  ordinary  shares  in  issue  of  36,182,000  during  the  year.                
	


