SMIS Corporation Berhad

(Company No. 491857-V)

(Incorporated in Malaysia)

and its subsidiaries

A
Notes to Interim Financial Report On Consolidated Results For the Third Quarter Ended 30 September 2007


A1
Basis of preparation
This interim financial report has been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of the Bursa Malaysia Securities Berhad, including compliance with Financial Reporting Standard (FRS) 1342004, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (MASB) and should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2006.  

The following notes explain the events and transactions that are significant to gain an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2006.

A2
Auditors’ report on preceding annual financial statements
The auditors’ report on the financial statements for the year ended 31 December 2006 was not subject to any qualifications.

A3
Seasonal or cyclical factors

As reported by the Malaysian Automotive Association (“MAA”), the passenger vehicle sector recorded 125,090 new passenger vehicles registrations for the quarter ended 30 September 2007, which represents a 25% increase compared to 99,960 units for the corresponding period in the previous year. 
A4
Unusual nature and amount of items affecting assets, liabilities, equity, net income and cash flows

There were no unusual nature and amount of items, which affected the assets, liabilities, equity, net income and cash flows of the Group during the quarter under review.
A5
Material changes in estimates of amounts reported in prior periods in current financial year or prior financial years which have material effect in the current interim period

There were no material changes in estimates during the quarter under review.

A6
Debts and equity securities
During the quarter under review, the Company purchased a total of 50,000 ordinary shares of RM1.00 each from the open market for a total consideration of RM25,282. The buy-back transactions were financed by internally generated funds. The shares purchased are held as treasury shares.

	Month
	No. of shares purchased and retained as treasury shares
	Lowest price paid (RM)
	Highest price paid (RM)
	Average price paid (RM)
	Total consideration paid (RM)

	July - Sept 2007
	50,000
	0.475
	0.52
	0.50
	25,282


Aside from the above, there were no new debts and equity securities issued during the quarter.
A7
Dividends

There were no dividends paid during the quarter under review.
A8
Segmental reporting

Segmental analysis of the results and assets employed for 9 month period ended 30 September 2007:






Engineering






Consultancy

Business 
 Automotive
 Machinery
Battery
Service,

  segments
 Parts
 Parts
Products
Environment
Eliminations
Consolidated



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

Revenue from


  external customers
   37,098
11,478
-      
-
-  
48,576


 
=======================================================

Segment results

    (1,373)
634
(76)    
(243)
-  
(1,058)



                                       
============================================

Unallocated expenses




(159)


-------







(1,217)

Financing costs




(105)

Interest income




42


-------


Loss before taxation




(1,280)
Tax expense
 (33)


-------


Loss after taxation




(1,313)


Minority interest




94







-------

Loss for the period




(1,219)







 ==== 





Engineering






Consultancy


Business 
Automotive
Machinery
Battery
Service,

  segments
Parts
Parts
Products
Environment
Eliminations
Consolidated



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


Segment assets
48,637

23,239
125
1,829
(1,875) 
71,955 

______________________________________________           

Unallocated assets




4,938






-----------

Total assets




76,893






======



Segment liabilities
10,982

2,137
259
909
(1,875)
12,412   


______________________________________________

Unallocated liabilities





1,160






----------


Total liabilities





13,572






=====
A8
Segmental reporting (continued)






Engineering






Consultancy


Business 
Automotive
Machinery
Battery
Service,

  segments
Parts
Parts
Products
Environment
Eliminations
Consolidated



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


Amortisation of prepaid 

 
  lease payments
12
15
-
-
-
27

Capital expenditure
1,432
29
-
-
-
1,461


Depreciation of 


  investment properties
4
31
-
-
-
35

Depreciation of property,



plant and equipment
2,389
282
7
1
-
2,679

Gain on disposal of 


  property, plant and

  equipment
70
1
-
-
-
71
No segmental reporting has been prepared for geographical segments as the Group’s activities are predominantly carried out in Malaysia.

A9
Statement on the effect on interim results concerning valuation of property, plant and equipment brought forward without amendment from the previous annual financial statements.

There were no valuations of property, plant and equipment performed or brought forward from the previous financial year.

A10
Material events

In the opinion of the Directors, there are no items, transactions or events of a material and unusual nature, which have arisen, which would substantially affect the results of the Group for the period between 31 December 2006 and the date of this announcement.
A11
Changes in the composition of the Group


There were no major changes in the composition of the Group during the current quarter.

A12
Contingent assets and contingent liabilities


There were no contingent assets and contingent liabilities for the current quarter.

A13
Capital commitments

The capital commitments of the Group for the quarter under review are as follows:-



30.9.2007
30.9.2006


RM’000
RM’000
Plant and equipment


Contracted but not provided for in 


the financial statements
   46
486


=======
=======
B1.
Review of performance

Revenue was down by 17% for the quarter ended 30 September 2007, in comparison to the previous corresponding period. Both the Automotive and Machinery Parts suffered lower sales volumes in comparison to the corresponding period in the previous year; the Automotive Parts recording a 22% reduction while the Machinery Parts recorded a 21% reduction.
Both sectors were adversely affected as competition became more intense
B2.
Material change in the quarterly results compared to preceding quarter’s results


Factors contributing to material changes in the results for the current quarter as compared to the results of the preceding quarter are set out in Note B1.

B3.
Current financial year’s prospects

MAA forecast the overall vehicle sales to grow in 2007 to 500,000 units from actual sold in year 2006 of 490,768 units.

The Group expects its performance for the year to be relatively stable in view of the marginal growth mentioned above.
B4.
Variance of actual profit from profit forecast


Not applicable to the Group.
B5.
Taxation

Taxation comprises:


For the
For the cumulative

quarter ended
9 month period ended

30.9.2007
30.9.2007


RM’000
RM’000

Income tax
(92)
(33)

===
====

B6.
Unquoted investments and properties

There were no profits on sale of properties as there were no disposals of properties during the current quarter. 
B7.
Quoted investments


There was no purchase or disposal of quoted securities during the quarter under review except for the share buy-back as disclosed in Note A6 above.
B8.
Status of corporate proposals announced

Subcription of 79,505 New Ordinary Shares of SGD1.00 each in Kyoto Energy Pte. Ltd (“Kyoto”)
SMIS Corporation Berhad had on 29 June 2007 acquired the 79,505 issued and paid up shares, representing 61.39% in Kyoto for a cash consideration of Singapore Dollar SGD449,998 which equivalent to Ringgit Malaysia RM1.017 million. Kyoto was incorporated in Singapore on 12 December 2002 and its principal activities are project development, carbon advisory and carbon asset management services. It is an independent project developer specializing in green energy, waste management and energy efficiency.
B9.
Group borrowings and debt securities

The Group has settled in full of its finance lease liabilities during the current quarter 
B10.
Financial instruments with off balance sheet risks

There were no financial instruments with off balance sheet risks during the current quarter.

B11.
Material litigation

There are no pending material litigations as at the date of this quarterly report.

B12.
Dividend

There were no dividends paid during the quarter under review.

B13.
Basic earnings per ordinary share


The calculation of basic earnings per ordinary share for the quarter and for the cumulative quarter is based on the following:



For the
For the cumulative
quarter ended
9 month period ended


30.9.2007
30.9.2007


RM’000
RM’000


Loss for the period 
369
1,313

Loss attributable to minority interest
(94)
(94)

______

    ______


Loss for the period attributable to 


   Shareholders of the Company
275
1,219



======
   ======


Weighted average number of



ordinary shares
43,942
44,053



======
======


Basic loss per share (sen)
0.63
2.77


======
======
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