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    DCEIL INTERNATIONAL BERHAD (593284-K)
   (Incorporated in Malaysia)


EXPLANATORY NOTES

A1. Basis of Preparation
This interim financial report is unaudited and has been prepared in accordance with FRS 134 “Interim Financial Reporting” and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia, and should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2005. The accounting policies and method adopted for the interim financial report are consistent with those adopted in the annual audited financial statements for the financial year ended 30 June 2005.
A2. Audit Qualification 
The annual audited financial statements for the financial year ended 30 June 2005 were not subject to any qualification.
A3. Seasonality or cyclical factors
The business operations of the Group were not significantly affected by any seasonal or cyclical factors.
A4. Exceptional  items/Unusual items affecting Assets, Liabilities, Equity, Net Income or Cash Flow
There were no unusual items or material items affecting the Group during the financial year under review.

A5. Material Changes in accounting estimates 
There were no material changes in accounting estimates of amounts reported in the current quarter and the financial year under review.
A6. Debt and Equity Securities
On 8 May 2006, the Company has converted RM15,733,333 nominal value of zero coupon 3-year 2004/2007 Redeemable Convertible Unsecured Loan Stock (“RCULS”) at 100% of its nominal value into 15,733,333 Ordinary Shares of RM1 each in the share capital of the Company and was granted listing and quotation on the Bursa Malaysia on 18 May 2006.
The new shares rank pari passu with the existing shares and listed on the Bursa Malaysia on the same date.

A7. Dividend paid 
There were no dividends declared or paid in the current quarter and the financial year-to-date under review.
A8. Segmental reporting
Segmental information for the financial year ended 30 June 2006: -
(a) Analysis by business segments
	
	Financial

Year Ended
	Financial

Year Ended

	Segment Revenue
	30.6.2006
	30.6.2005

	
	RM’ 000
	RM’ 000

	
	
	

	Installation & services
	36,711
	26,423

	Trading & distribution
	47,506
	76,570

	Manufacturing
	10,008
	19,722

	Investment holding
	-
	-

	
	94,225
	     122,715

	
	
	

	Segment Results (profit/(loss) before tax)
	
	

	
	
	

	Installation & services
	  (4,578)
	  2,523

	Trading & distribution
	(27,624)
	13,047

	Manufacturing
	  1,589
	  6,773

	Investment holding
	    (267)
	      (28,308) 

	
	       (30,880)
	  (5,966)

	(b) (b) Analysis by geographical segments


	
	

	Segment Revenue
	
	

	
	
	

	- Malaysia 
	84,217
	     102,993

	- China
	10,008
	19,722

	
	94,225
	     122,715

	
	
	

	Segment Results (profit/(Loss) before tax)
	
	

	
	
	

	- Malaysia 
	(32,469)
	      (12,738)

	- China
	  1,589
	  6,773

	
	(30,880)
	  (5,966)

	
	
	


A9. Valuation of property, plant and equipment
The valuation of property, plant and equipment have been brought forward without any amendment from the previous annual financial statements. 
A10. Material events subsequent to the end of the interim period
There were no material events subsequent to the end of this current quarter that have not been reflected in the financial statements for this financial year.
A11.   Changes in the composition of the Group

The Company had on 26 January 2006 acquired the entire issued and paid-up share capital of Accentium Construction Sdn Bhd (“ACSB”) for a total cash consideration of RM2.00.  

ACSB is intended to cater for the Group future expansion in the construction activities. 
A12.    Contingent liabilities
There were no changes in the contingent liabilities of the Group since the last annual balance sheet date.
A13. Capital commitments
There were no capital commitments that have material effect in the current quarter and the financial year under review.
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1. Review of Group Performance
The Group registered revenue of RM94.2 million as compared to previous financial year of RM122.7 million. This represents a 23% decrease in turnover and was mainly due to the contraction in the domestic construction sector.
The Group registered a loss before tax of RM30.9 million for current financial year as compared to a loss before tax of RM5.9 million in last financial year. This was mainly due to provision for doubtful debts, write down of inventories and additional cost incurred from termination of contracts.
B2. Material changes in the quarterly result compared to the  preceding quarter
The Group registered revenue of RM2.8 million in current quarter as compared to preceding quarter of RM25.8 million.  The Group registered a loss before tax of RM39.3 million in current quarter as compared to a profit before tax of RM1.8 million in the preceding quarter.  The reduction in turnover was mainly attributed to the contraction in the domestic construction sector.  The loss before tax was mainly attributed to provision for doubtful debts, write down of inventories and additional cost incurred from termination of contracts.

.
B3. Prospect for next financial year 
The management has taken various initiatives in the past 12 months to strengthen work process to safeguard the Group’s assets during the downturn in the domestic construction sector. Consequently, the Company has formed a Management Committee during the quarter under review, which was delegated with the responsibilities to regularly review the Group’s business activities and financial performance. 

The creation of the Management Committee has resulted in a more prudent approach towards the technical and financial management of the Group as reflected in the current quarter results.
With the impending implementation of the Ninth Malaysia Plan, the Group’s performance is expected to improve in the next financial year.
B4. Variance of Actual Profit from Forecast Profit/Profit Guarantee
The Group did not issue any profit forecast for the quarter and the financial year-to-date under review.

B5. Taxation

	
	Current Quarter
30.6.2006
	Financial
Year Ended

 30.6.2006

	
	RM’000
	RM’000

	Income Tax
	(66)
	2,081

	Deferred Taxation
	-
	-

	
	(66)
	2,081


The Group’s effective tax rate for the current financial year was higher than the statutory tax rate due to non-deductibility of certain expenses for tax purposes.
B6. Profit on Sale of unquoted investments and/or properties
There was no sale of unquoted investment or property during the current quarter and the financial year under review.
B7. Quoted securities
There were no purchases or sales of quoted securities during the current quarter and the financial year under review.

B8. Status of Corporate proposals 

There were no corporate proposal during the current quarter and the financial year under review.
B9. Group’s borrowings and debt securities
The borrowings of the Group as at 30 June 2006 are as follows:-
	
	Foreign

Currency 
’000
	RM

Equivalent

’000

	
	
	

	- Short Term  - secured
	RMB3,231
	1,490
22,503

	
	
	

	- Long Term   - secured
	
	26,452

	                       - unsecured
	
	45,000

	
	
	95,445


The Group did not issue any debt securities during the current quarter and the financial year under review.

B10. Off balance sheet financial instruments
There were no financial instruments with off balance sheet risk for the financial year under review.
B11. Material litigation
There was no material litigation that may adversely and materially affect the position of the group for the financial year under review.
B12. Dividend
No dividend has been recommended during the current quarter and the financial year under review.

B13. Earnings per share

a)  Basic loss per share
Basic loss per share is calculated by dividing the net loss for the financial year by the weighted average number of ordinary shares in issue during the same period.

	
	Financial

	
	Year Ended

	
	30.6.06

	
	RM’ 000

	
	

	Net loss for the financial year
	32,961

	
	

	Weighted average number of ordinary shares in issue (‘000)
	123,580

	
	

	Basic loss per share (sen)
	26.67

	
	


b) Diluted loss per share
For the purpose of calculating diluted loss per share, the net loss for the financial year and the weighted average number of ordinary shares in issue during the same periods have been adjusted for dilutive effects of all potential shares from full conversion of RCULS.

	
	Financial

	
	Year Ended

	
	30.6.06

	
	RM’ 000

	
	

	Net loss for the financial year
	32,961

	Adjustment for after tax effect of interest on RCULS
	        -

	Adjusted net loss for the financial year
	         32,961

	
	

	Weighted average number of ordinary shares in issue (‘000)
	123,580

	Assume conversion of RCULS (‘000)
	267

	Adjusted weighted average number of ordinary shares in issue (‘000)
	123,846

	
	

	Diluted loss per share (sen)
	26.61
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