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Notes to the Interim Financial Report

1. Accounting Policies 

The interim financial report is unaudited and has been prepared in compliance with the requirements of FRS 134 : Interim Financial Reporting (previously known as MASB 26) and paragraph 9.22 of the Bursa Malaysia Securities Berhad (“BMSB”) Listing Requirements.

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

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 31 December 2005.
2. Changes in Accounting Policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 2        Share-based Payment
FRS 3        Business Combinations

FRS 5        Non-current Asset Held for Sale and Discontinued Operations

FRS 101    Presentation of Financial Statements

FRS 102    Inventories

FRS 108    Accounting Policies, Changes in Estimates and Errors

FRS 110    Events after the Balance Sheet Date

FRS 116    Property, Plant and Equipment

FRS 121    The Effect of Changes in Foreign Exchange Rates

FRS 127    Consolidated and Separate Financial Statements

FRS 128    Investments in Associates
FRS 131    Interests in Joint Ventures

FRS 132    Financial Instruments: Disclosure and Presentation

FRS 133    Earnings Per Share

FRS 136    Impairment of Assets

FRS 138    Intangible Assets

FRS 140    Investment Property

The adoption of FRS 2, 5, 102, 108, 110, 116, 121, 127, 128, 131, 132, 133 and 140 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortization. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in profit or loss and subsequent reversal is not allowed. Prior to 1 January 2006, goodwill was amortised on a straight-line basis over its estimated useful life of 10 years. The change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006.

(b) FRS 101: 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 or 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 to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with comparatives restated to conform with the current period’s presentation.
3. Previous Audited Financial Statements

The latest audited financial statements was not subject to any qualification.

4. Seasonality or Cyclicality of Operations

The sales of the manufacturing division of the Group will normally increase in the third and fourth quarter due to overseas’ consumers’ demand arising from festive season at the end of the year.

5. Unusual Items Affecting Financial Statements

There were no unusual items affecting the financial statements for the current quarter and financial year-to-date.

6. Change in Accounting Estimates

There was no change in accounting estimates used in the preparation of financial statements for the current quarter and financial year-to-date.

7. Issuance and Repayment of Debt and Equity Securities for the current financial year-to-date

There were no shares issued, shares cancellation, shares repurchases, resale of treasury shares and repayments of debts and equity securities for the current quarter and financial year-to-date.
8. Dividends Paid

No dividend was paid for the current financial period ended 30 June 2006.

9. Segmental Reporting

Analysis of the Group’s segment revenue and segment result for business segments for the current financial year-to-date are as follows: -

	
	Segment
	Segment

	
	Revenue
	Result

	
	RM’000
	RM’000

	
	
	

	Investment  
	387
	(1,396)

	Manufacturing 
	62,688
	293

	Hotel and gaming 
	12,871
	(4,527)

	Travel and tour 
	1,546
	(94)

	Trading
	15,304
	(712)

	
	92,796
	(6,436)


The hotel and gaming revenue comprises net winnings from casino bettings, slot machines, online sports bettings as well as sale of hotel rooms and related facilities.

The amount of chips buy-in for the period ended 30 June 2006 totalled RM261 million. 

10. Valuations of Property, Plant and Equipment

The value of property, plant and equipment of the Group have been brought forward without any amendments from the previous annual financial statements. 

11. Significant Events 

There is no significant event for the current quarter and financial year-to-date.

12. Changes in the Composition of the Group

On 6 April 2006, the Company incorporated a wholly-owned subsidiary, HWG Venture Sdn. Bhd. with an issued and paid-up capital of RM2.
On 26 April 2006, the Company subscribed for 1,000,000 ordinary shares of RM1.00 each representing 51.16% of the issued and paid-up capital of Commerce Venture Manufacturing Sdn. Bhd. (“CVM”) thus resulting in CVM becoming a subsidiary of the Company.

On 15 May 2006, the Company’s subsidiary, Ho Wah Genting Poipet Resorts Sdn. Bhd. acquired one (1) ordinary share of RM1.00 each at par in HWG Travel (MM2H) Sdn Bhd (Formerly known as Lestari Arena Raya Sdn. Bhd.). On 29 May 2006, the company further subscribed an additional 34,999 ordinary shares of RM1.00 each for a total purchase consideration of RM34,999 resulting in its shareholdings in HWG Travel (MM2H) Sdn Bhd increasing from 50% to 70%. 
13. Contingent Liabilities and Contingent Assets

There is no contingent liability and contingent asset for the Group for the current quarter and financial year-to-date.

14. Goodwill

Goodwill represents the excess of the cost of acquisition over the fair values of the net identifiable assets acquired. The fair values of the acquisition of CVM can only be determined provisionally by the end of the period in which the acquisition is effected as the values assigned to the acquiree’s identifiable assets, liabilities or contingent liabilities or the cost of the acquisition can only be determined provisionally. The amount of goodwill arising from the acquisition of CVM is RM285,000.
ADDITIONAL INFORMATION REQUIRED BY THE BMSB’s LISTING REQUIREMENTS

1. Review of Performance of the Company and its principal subsidiaries for the current quarter and financial year-to-date

For the current year-to-date, the Group recorded revenue of RM92.80 million and loss before taxation of RM6.44 million compared to its corresponding preceding year-to-date revenue of RM79.13 million and loss before taxation of RM4.02 million respectively. 

PT. Ho Wah Genting, the Group’s manufacturing arm recorded an operating revenue of RM77.73 million and profit before taxation of RM2.38 million for the current financial period ended 30 June 2006 compared to its 2005 corresponding period’s operating revenue of RM60.95 million and profit before taxation of RM1.34 million. The higher operating revenue and profit before taxation was due to higher sales value recorded during the period.
On the hotel and gaming division, Ho Wah Genting Poipet Casino Resorts Co. Ltd. (“HWG Poipet Casino”) recorded a lower operating revenue of RM12.87 million and loss before taxation of RM4.53 million for the current financial period ended 30 June 2006 compared to its 2005 corresponding period’s operating revenue of RM16.74 million and loss before taxation of RM2.71 million. The losses were due to lower amount of chips buy-in at the casino. 

At Company level, the Company recorded a loss before taxation of RM1.03 million for the period ended 30 June 2006 compared to a loss of RM1.07 million in 2005. 
In the opinion of the Directors, other than as disclosed above, the results for the current financial year-to-date have not been affected by any transactions or events of a material or unusual nature which have arisen between 30 June 2006 and the date of issue of this quarterly report.

2. Material Changes for the Current Quarter compared with the immediate Preceding Quarter

The Group’s operating revenue and loss before taxation for the quarter under review were RM60.88 million and RM2.00 million respectively as compared to the preceding quarter’s operating revenue and loss before taxation of RM31.92 million and RM4.43 million respectively. The increase of operating revenue and lower loss before taxation was due to higher sales value by the Group’s manufacturing division and reduced losses recorded on the hotel and gaming division. 
3. Current Year Prospects


The Group will continue to seek ways to improve its operating revenue and contain its increasing operating costs.



The Group is also considering other business opportunities to improve its earnings.
4. Profit Forecast



There is no profit forecast or profit guarantee for the financial year-to-date.

5. Taxation

Taxation for current quarter and financial year-to-date comprises the following: -

	
	
	Individual Quarter
	Cumulative Quarter

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

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	(i)
	Current tax expense
	
	
	
	

	
	- Malaysian
	-
	(1)
	-
	(2)

	
	- Overseas
	(1,878)
	(691)
	(2,635)
	(1,697)

	
	
	(1,878)
	(692)
	(2,635)
	(1,699)

	
	
	
	
	
	

	(ii)
	Over/ (under) provision in prior year 
	
	
	
	

	
	- Malaysian
	-
	-
	-
	-

	
	- Overseas
	-
	-
	-
	(1)

	
	
	-
	-
	-
	(1)

	
	
	
	
	
	

	(iii)
	Deferred tax expense
	
	
	
	

	
	- Malaysian
	-
	-
	-
	-

	
	- Overseas
	541
	(152)
	367
	(304)

	
	
	541
	(152)
	367
	(304)

	
	
	
	
	
	

	
	Total
	(1,337)
	(844)
	(2,268)
	(2,004)


The Group’s effective tax rate is higher than the statutory tax rate due to the non availability of group relief allowance for losses incurred by the Company and its subsidiary companies to be offsetted against the taxable profits of the overseas subsidiary companies. The tax amount payable by an overseas subsidiary is fixed irrespective of its operating income.

6. Profits/ (Losses) on sale of unquoted investments and/or properties

There were no profits/(losses) on sale of unquoted investments and/or properties for the current quarter and financial year-to-date.

7. Investments in Quoted Securities

(c) There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

(d) Investments in quoted securities as at 30 June 2006 are as follows:-

	
	
	As At

30/06/2006
	As At

31/12/2005

	
	
	RM’000
	RM’000

	
	

	
	At cost
	1,377
	1,377
	

	
	At carrying value/ book value (after provision for diminution in value) 
	209
	209
	

	
	At market value at end of reporting period
	205
	209
	


8. Status of Corporate Proposals

There is no corporate proposal announced as at 22 August 2006, being the latest practicable date from the issue of this quarterly report.

9. Group Borrowings and Debt Securities

	
	
	As At

30/06/2006
	As At

31/12/2005

	
	
	RM’000
	RM’000

	(i)
	Short Term Borrowings

	
	Secured
	
	

	
	- Bankers’ acceptances
	38,102
	40,723

	
	- Finance lease liabilities
	18
	-

	
	- Term loans
	4,057
	14,578

	
	
	
	

	
	Unsecured
	
	

	
	- Bank overdrafts
	2,843
	4,869

	
	- Bankers’ acceptances
	25,411
	24,433

	
	
	70,431
	84,603

	(ii)
	Long Term Borrowings

	
	Secured
	
	

	
	- Finance lease liabilities
	69
	-

	
	- Term loans
	9,725
	12,173

	
	
	9,794
	12,173

	
	
	
	

	(iii)
	Secured
	
	

	
	Foreign Denominated Debts
	
	

	
	US Dollars (‘000)
	13,968
	17,476


10. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at 22 August 2006, being the latest practicable date from the issue of this quarterly report.

11. Material Litigation

There is no material litigation for the Group as at 22 August 2006, being the latest practicable date from the issue of this quarterly report. 

12. Dividends

No dividend has been declared for the current financial period ended 30 June 2006.

13. Earnings Per Share (“EPS”)

	
	Individual Quarter
	Cumulative Quarter

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

	A) Basic EPS
	
	
	
	

	
	
	
	
	

	Net profit/ (loss) attributable to shareholders (RM’000)
	(3,242)
	(6,033)
	(8,607)
	(6,028)

	
	
	
	
	

	Weighted average number of ordinary shares (’000)
	275,778
	264,645
	275,778
	263,499

	
	
	
	
	

	Basic EPS (sen)
	(1.18)
	(2.28)
	(3.12)
	(2.29)

	
	
	
	
	

	B) Diluted EPS
	
	

	
	
	
	
	

	Net profit/ (loss) attributable to shareholders (RM’000)
	(3,242)
	(6,033)
	(8,607)
	(6,028)

	After tax effect of interest savings (RM’000)
	-
	-
	-
	-

	
	
	
	
	

	Adjusted net profit/ (loss) (RM’000)
	(3,242)
	(6,033)
	(8,607)
	(6,028)

	
	
	
	
	

	Weighted average number of ordinary shares (’000)
	275,778
	264,645
	275,778
	263,499

	Effect of ESOS  (’000)
	-
	-
	-
	-

	
	
	
	
	

	Total weighted average number of ordinary shares (’000)
	275,778
	264,645
	275,778
	263,499

	
	
	
	
	

	Diluted EPS (sen)
	(1.18)
	(2.28)
	(3.12)
	(2.29)

	
	
	
	
	


The effects of share options are ignored in the calculation of the diluted earnings per share due to an anti-dilutive situation. 
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