ELBA HOLDINGS BERHAD (391931-T)

NOTES TO UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2006


A. SELECTED EXPLANATORY NOTES PURSUANT TO PARA 16, FRS 134 -  INTERIM FINANCIAL REPORTING

A1.
Accounting Policies and methods of computation

The interim financial report is unaudited and has been prepared in compliance with the Financial Reporting Standard(“FRS”) No. 134 - “Interim Financial Reporting” and Paragraph 9.22 and Appendix 9B of Chapter 9 Part K of Bursa Malaysia Securities Berhad’s (“BMSB” formerly known as “the Kuala Lumpur Stock Exchange”) Listing Requirements, and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2005.

The accounting policies and method of computation used in the preparation of this interim financial report are consistent with those adopted in the Annual Financial Report for the financial year ended 31st December 2005,except for the adoption of the FRSs effective for the financial period beginning 1 January 2006. Adoption of the FRSs has not resulted in any material changes to the presentation and valuation of the financial statements except for : 
(a) FRS101 : Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net-after tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit and loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and minority interest.
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(b) FRS 140 : Investment Property
Investment property, comprising land & building is held for rental yield and not occupy by the Group. The adoption of this new FRS has resulted in a change of accounting policy for investment property. Property that qualifies to be classified as Investment Property would have to be reclassified from Property, Plant and Equipment and taken into Investment Property. The Group has adopted the cost model and hence comparative amounts have been restated due to the adoption of the new FRS:
	
	 Previously 

       stated  

      RM’000                                             
	 Reclassification    FRS 140 (note b)   
               RM’000
	    Restated

      RM’000

	As at 31 December 2005
	
	
	

	Property, Plant And Equipment
	         23,520
	               (3,602)
	        19,918

	Investment Property
	               -
	                3,602
	          3,602


A2.
Disclosure of Audit Qualification

There was no qualification made on the preceding audited financial statements.

A3.
Seasonality or Cyclicality of Operations

The business operations of the Group are generally affected by the festive seasons, i.e. Christmas, Hari Raya Puasa and Chinese New Year and carnival sales .

A4.
Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There are no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

A5.
Changes in Estimates

There are no changes in estimates reported in prior interim periods of the current financial year or prior financial year, which have a material effect in the current interim period.

A6.
Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities

There was no issuance or repayment of debt and equity securities, share buy-backs, share cancellations and shares held as treasury shares and resale of treasury shares during the current interim period.

A7.
Dividends

There were no dividends declared or paid by the Company during the current interim period.

A8.
Segment Reporting

	
	Revenue
	Profit/(Loss) Before Taxation
	Gross Assets Employed

	
	RM’000
	RM’000
	RM’000

	Investments  & management
	    101
	   (1,210)
	56,179

	Retailing
	11,671
	 (10,332)
	84,881

	Manufacturing
	   268
	      (364)
	   3,348

	
	
	     
	

	
	12,040
	(11,906)
	144,408

	Consolidation Adjustments
	  (942)
	     (86)
	(59,178)

	
	11,098
	(11,992)
	85,230


No geographical segmental reporting has been prepared as the Group’s activities are principally   carried out in Malaysia.

A9.
Valuations of Property, Plant and Equipment Brought Forward

The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.

A10.
Material Subsequent Events

On 18 April 2006, Chong Chiaw Enterprise Sdn. Bhd., a wholly owned subsidiary company, entered into an agreement with a third party to dispose of a piece of freehold land held under Lot No. 2457, Section 6, Georgetown, North East District, Penang measuring approximately 26,812 square feet in area together with a building erected thereon for a cash consideration of RM 4.0 million.
On 16 May 2006, Elba Group Sdn. Bhd., wholly owned subsidiary company, entered into an agreement with a third party to dispose of a freehold land and building held under PN10194 Lot No. 31593, Mukim of Petaling, District of Kuala Lumpur measuring approximately 943 square meters together with a factory building erected thereon for a cash consideration of RM 2.4 million. The disposal is subject to approvals from relevant authorities and Shareholders of the Company.
On 8 August 2006, Elba Group Sdn. Bhd., a wholly owned subsidiary company, entered into an agreement with a third party to dispose of a piece of freehold land and building held under G.M.1481 Lot No. 27837 and G.M.1397 Lot No. 31155 both in Mukim Petaling District of Kuala Lumpur and State of Wilayah Persekutuan measuring approximately 1,540 square feet in area together with a building erected thereon for a cash consideration of RM348,000.
A11.
Effect of Changes in the Composition of the Group

For the current financial period, there were no changes in the composition of the Group including business combinations, acquisitions or disposals of subsidiaries and long-term investments or restructurings. A subsidiary of the Group, which is engaged in manufacturing activities has ceased operations on 31 January 2006.
A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	As of 

30 Jun
2006

	
	RM’000

	Corporate guarantees given to local financial institutions for credit facilities granted to subsidiary companies:
	

	- Secured
	36,412

	- Unsecured
	13,041

	
	

	
	49,453


b. Contingent Assets


There were no contingent assets since the last balance sheet date.

A13.
Inventories
In compliance with FRS102, the Group has  written down approximately RM400 thousand on certain categories of inventories to net realizable value in the current reporting quarter. 
SELECTED EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS:

B1.
Review of Performance

The Group recorded revenue of RM 11.1 million for financial period ended 30 June 2006, a decrease of RM11.4 million compared to revenue of RM22.5 million reported in the corresponding period in last financial  year. The loss before taxation recorded in current period was RM12 million, an increase of RM5.3 million or 79% compared to previous corresponding period’s RM6.7 million. The significant drop in revenue and huge increase in loss before taxation was mainly due to loss of market share as a result of a reduction in sale outlets and increase sales of lower margin products.    
B2.
Comparison with the Immediate Preceding Quarter’s Results

In current reporting quarter, the Group registered revenue and loss before taxation of  RM3.8 million and RM6.7 million respectively compared to previous quarter’s RM 7.3million and RM5.3 million respectively. The decrease of RM3.5 million or 48% in revenue was mainly due to more promotional sales held and lower sales generated from reduced number of sale outlets. The  RM1.4 million or 26% increase in current quarter’s loss before taxation was mainly due to lower revenue, higher cost of sales and further write down of certain categories of inventories to net realisable value of RM0.4 million. 
B3.
Current Year Prospects

Barring any unforeseen circumstances, the Group continues to  rationalize some non profitable operations and at the same time look into various strategies appropriate to the business environment vis-à-vis operations including adopting more effective collection measures to improve cashflow. 

B4.
Profit Forecast / Profit Guarantee

The Group did not issue any profit forecast or profit guarantee for the current financial year to date.

B5.
Taxation


The tax charges comprise: -

	
	Current Quarter
	Financial 

year-to-date

	
	RM’000
	RM’000

	Income Tax
	
	

	- Current
	-
	10

	
	
	

	Deferred Taxation
	(1)
	9

	
	
	

	
	(1)
	19


The Group’s disproportionate tax charge is due to non-deductible expenses and the non-availability of group tax relief for losses suffered by certain companies within the Group.

B6.
Sale of Unquoted Investments / Properties

There was no sales of unquoted investments and properties during the current quarter and financial year to date. 
B7.
Purchase and Disposal of Quoted Securities


There was no purchase and disposal of quoted securities for the current quarter and financial year to date.

B8.
Status of Corporate Proposals

There were no corporate proposals in this quarter.

B9.
Group Borrowings and Debt Securities

The Group borrowings as at 30 Jun 2006 were as follow:-

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Short Term Borrowings
	27,462
	50,314
	77,776

	
	
	
	

	Long Term Borrowings
	2,970
	-
	2,970

	
	
	
	

	
	30,432
	50,314
	80,746


There are no foreign currency borrowings.

B10.
Off balance sheet financial instrument

There was no financial instrument with off balance sheet risk as at the date of issuance of the interim financial statements.

B11.
Material litigation 

Save as disclosed below, Elba and its subsidiaries (“Elba Group”) is not engaged in any material litigation, claims or arbitration either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings, pending or threatened, against the Elba Group or of any facts likely to give rise to any proceedings which might materially affect the position or business of the Elba Group.


(1)
Three wholly –owned subsidiaries of Elba, namely Elba Group Sdn Bhd, Chong 
 Chiaw (M) Sdn Bhd and Adax Corporation Sdn Bhd , has on 3  March 2005 and
21 March 2005 filed a total of eight (8) summons on four subsidiaries of Georgetown Holdings Berhad (“Gorgetown”) claiming an amount of RM549,290.67 for goods sold and delivered on consignment. 
 
The said cases are now fixed for mention on various dates namely 30 August 2006, 7 September 2006 and 13 September 2006. The Directors are of the opinion that the claim is recoverable.


(2)
Two wholly-owned subsidiaries of Elba, namely Elba Group Sdn Bhd and Chong Chiaw (M) Sdn Bhd, has on 17 March 2005 filed a total of ten (10) summons on ten subsidiaries of Ocean Capital Berhad  claiming an amount of RM466,222.72 for goods sold and delivered on consignment. 




Default judgments have since been obtained against the relevant Defendants in respect of the 10 files, on various dates namely 11 May 2005, 19 May 2005, 1 June 2005 and 13 June 2005.




 (3)
Two wholly –owned subsidiaries of Elba, namely Elba Group Sdn Bhd and Chong 

Chiaw (M) Sdn Bhd, has on 15 August 2006 filed a total of two (2) summons on Gedung Aneka Sentosa Sdn Bhd claiming an amount of RM47,146.85 for goods sold and delivered on consignment. 

 
One of the said cases is now fixed for mention on 12 October 2006. The Directors are of the opinion that the claim is recoverable.

B12.
Dividends

No interim dividends have been paid or declared for the current financial year during the current interim period. 

B13.
Basis of Calculation of Earnings Per Share (EPS)

(i)
Basic Earnings per share

The basic EPS for the financial period is calculated based on the net profits attributable to ordinary shareholders dividend by the weighted average number of ordinary shares in issue during the financial period.

	
	Individual Period

Quarter ended


	Cumulative Period

Year ended



	
	30/06/2006
	30/06/2005
	30/06/2006
	30/06/2005

	Nets profit attributable to shareholders (RM’000)
	(6,733)
	(7,174)
	(12,011)
	(6,832)

	Weighted average no. of ordinary shares in issue (‘000) 
	42,725
	42,725
	42,725
	42,725

	
	
	
	
	

	Basic EPS (sen)
	(15.76)
	(16.79)
	(28.11)
	(15.99)

	
	
	
	
	


(ii)
Diluted Earnings per share

The diluted EPS is calculated based on the net profits attributable to ordinary shareholders and divided by the adjusted weighted average number of ordinary shares and warrants and ESOS in issue.

	
	Individual Period

Quarter ended
	Cumulative Period

Year ended

	
	30/06/2006
	30/06/2005
	30/06/2006
	30/06/2005

	Nets profit attributable to shareholders (RM’000)
	(6,733)
	(7,174)
	(12,011)
	(6,832)

	
	
	
	
	

	Weighted average no. of ordinary shares in issue (‘000)
	42,725
	42,725
	42,725
	42,725

	Weighted average no. of warrants and ESOS in issue  (‘000)
	(99,032)
	(26,544)
	(84,050)
	(23,663)

	Total Weighted average no. of ordinary shares & warrants and ESOS in issue (‘000)
	(56,307)
	16,181
	(41,325)
	19,062

	
	
	
	
	

	Diluted EPS (sen)
	N/A
	N/A 
	N/A
	N/A

	
	
	
	
	


The fully diluted earnings per share for the current quarter has not been presented as the options over unissued ordinary shares granted pursuant to the warrants and ESOS have anti-dilutive effect as the exercise price of the options is above the average market value of the Company’s shares during the period.

DENOTES:


A
-
Denotes requirements of FRS 134

B
-
Denotes requirements of BMSB Listing Requirements.

By Order of the Board
Ewe Lay Khoon (MAICSA 7001426)

Leong Choong Chee (MIA 7333)

 Secretaries

Penang

30 August 2006
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