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MIECO CHIPBOARD BERHAD (12849-K)                                                                                            
Condensed Consolidated Balance Sheets as at 31 December 2003

	
	
	(Unaudited)
	
	(Audited)

	
	
	As at

31 December 2003
	
	As at 

31 December 2002

	
	
	RM’000
	
	RM’000

	Non current assets
	
	
	
	

	Property, plant and equipment
	
	304,771
	
	153,363

	          Deferred tax asset
	
	219
	
	-

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	
	25,144
	
	20,990

	Trade receivables
	
	25,036
	
	25,738

	Other receivables, deposits & prepayment
	
	5,286
	
	3,337

	Amount due from associated company
	
	434
	
	433

	Tax recoverable
	
	746
	
	-

	Marketable securities
	
	7,620
	
	12,310

	Short term deposits
	
	171,348
	
	147,236

	Cash and bank balances
	
	9,861
	
	12,565

	
	
	245,475
	
	222,609

	
	
	
	
	

	Current liabilities
	
	
	
	

	Trade payables
	
	21,910
	
	15,472

	Other payables
	
	6,957
	
	4,226

	Provision for back dated wages
	
	500
	
	500

	Borrowings
	
	33
	
	175

	Amount due to holding company
	
	241
	
	201

	Taxation
	
	1,537
	
	5,827

	
	
	31,178
	
	26,401

	
	
	
	
	

	Net current assets
	
	214,297
	
	196,208

	
	
	
	
	

	
	
	519,287
	
	349,571

	
	
	
	
	

	Share capital
	
	210,000
	
	210,000

	Reserves
	
	
	
	

	Share premium
	
	5,866
	
	5,866

	Retained profits
	
	131,585
	
	110,314

	
	
	137,451
	
	116,180

	
	
	
	
	

	Shareholders’ fund
	
	347,451
	
	326,180

	Non current liabilities
	
	
	
	

	Provision for retirement benefits
	
	4,898
	
	4,462

	Borrowings
	
	150,061
	
	753

	Deferred tax liability
	
	16,877
	
	18,176

	
	
	519,287
	
	349,571

	
	
	
	
	

	Net tangible assets per share (RM)
	
	1.65
	
	1.55

	
	
	
	
	


The notes set out on pages 6 to 10 form an integral part of, and should be read in conjunction with, this interim financial report.

MIECO CHIPBOARD BERHAD (12849-K)                                                                                            

Condensed Consolidated Income Statement for the year ended 31 December 2003

The figures have not been audited.

	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Current year

 quarter to 
	
	Preceding year 

 quarter to 
	
	Current

year to 
	
	Preceding year to 

	
	
	31 December 2003
	
	31 December 2002
	
	31 December 2003
	
	31 December 2002

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

	
	
	
	
	
	
	
	
	

	Revenue
	
	44,290
	
	39,578
	
	182,319
	
	164,541

	Investment income
	
	53
	
	30
	
	152
	
	30

	Other income
	
	(398)
	
	2,011
	
	3,306
	
	6,232

	
	
	
	
	
	
	
	
	

	Operating profit before finance cost, depreciation and amortisation, income tax and minority interests
	
	8,207
	
	12,651
	
	44,962
	
	47,941

	Depreciation and amortisation
	
	(3,951)
	
	(4,132)
	
	(15,545)
	
	(16,098)

	Profit before exceptional items
	
	4,256
	
	8,519
	
	29,417
	
	31,843

	Exceptional items :
	
	
	
	
	
	
	
	

	Write back of / (allowance) for impairment loss of marketable securities 
	
	177
	
	(1,099)
	
	242
	
	(1,099)

	Impairment loss on plant and machinery
	
	-
	
	(3,880)
	
	-
	
	(3,880)

	Profit from operations
	
	4,433
	
	3,540
	
	29,659
	
	26,864

	Finance costs
	
	(1)
	
	(8)
	
	(27)
	
	(8)

	Share of results of associated companies
	
	-
	
	-
	
	-
	
	-

	Profit before taxation
	
	4,432
	
	3,532
	
	29,632
	
	26,856

	Tax credit / (expense) 
	
	3,273
	
	226
	
	2,139
	
	(789)

	Profit after taxation
	
	7,705
	
	3,758
	
	31,771
	
	26,067

	Minority interest
	
	-
	
	-
	
	-
	
	-

	Net profit for the period
	
	7,705
	
	3,758
	
	31,771
	
	26,067

	
	
	
	
	
	
	
	
	

	Earnings per share – Basic (sen)
	
	3.67
	
	1.79
	
	15.13
	
	12.41

	Earnings per share – Diluted (sen)

[See Part B Note 13(b)]
	
	N.A.
	
	N.A.
	
	N.A.
	
	N.A.


The notes set out on pages 6 to 10 form an integral part of, and should be read in conjunction with, this interim financial report. 

MIECO CHIPBOARD BERHAD (12849-K)

Condensed Consolidated Statement of Changes in Equity for the year ended 31 December 2003

The figures have not been audited.

	
	
	Non-distributable
	Distributable
	

	
	Share

capital
	Share

premium
	Reserve on consolidation
	Retained

Profits
	Total



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

	
	
	
	
	
	

	Balance as at 1 January 2003
	210,000
	5,866
	-
	110,314
	326,180

	
	
	
	
	
	

	Net profit for the year ended                31 December 2003
	-
	-
	-
	31,771
	31,771

	
	
	
	
	
	

	2002 final dividend paid
	-
	-
	-
	(10,500)
	(10,500)

	
	
	
	
	
	

	Balance as at 31 December 2003
	210,000
	5,866
	-
	131,585
	347,451


	Balance as at 1 January 2002
	210,000
	5,866
	3
	91,597
	307,466

	
	
	
	
	
	

	Net profit for the year ended               31 December 2002
	-
	-
	(3)
	26,067
	26,064

	
	
	
	
	
	

	2001 final dividend paid
	-
	-
	-
	(7,350)
	(7,350)

	
	
	
	
	
	

	Balance as at 31 December 2002
	210,000
	5,866
	-
	110,314
	326,180


The notes set out on pages 6 to 10 form an integral part of, and should be read in conjunction with, this interim financial report.

MIECO CHIPBOARD BERHAD (12849-K)

Condensed Consolidated Cash Flow Statement for the year ended 31 December 2003

The figures have not been audited.

	
	Current year to

31 December 2003

RM’000
	
	Preceding year to

31 December 2002

RM’000

	Operating activities
	
	
	
	
	

	· Net profit for the year 
	
	31,771
	
	
	26,067

	· Adjustments for non-cash and non-operating items
	
	
	
	
	

	· Depreciation of property, plant and equipment
	
	15,545
	
	
	16,098

	· (Write back) / allowance on impairment loss of marketable securities
	
	(242)
	
	
	1,099

	· Impairment loss on property, plant & equipment 
	
	-
	
	
	3,880

	· (Gain) / loss on disposal of property, plant and equipment 
	
	3
	
	
	348

	· Unrealised gain on foreign exchange
	
	(151)
	
	
	(52)

	· Write back of bad and doubtful debts
	
	(110)
	
	
	(156)

	· Write back of inventories obsolescence
	
	(79)
	
	
	(3,834)

	· Interest income
	
	(3,353)
	
	
	(4,695)

	· Provision for staff retirement benefits
	
	567
	
	
	526

	· Dividend income
	
	(152)
	
	
	(30)

	· Gain on disposal of marketable securities
	
	(2,192)
	
	
	-

	· Finance costs
	
	27
	
	
	8

	· Goodwill on consolidation written off
	
	-
	
	
	322

	· Amortisation of reserve on consolidation 
	
	-
	
	
	(3)

	· Tax (credit) / expense 
	
	(2,139)
	
	
	789

	
	
	39,495
	
	
	40,367

	· Changes in working capital :
	
	
	
	
	

	· (Increase) / decrease in inventories
	
	(4,075)
	
	
	5,853

	· Increase in receivables
	
	(2,310)
	
	
	(479)

	· Increase in payables
	
	10,426
	
	
	4,924

	· Decrease in intercompany balances
	
	40
	
	
	1

	
	
	43,576
	
	
	50,666

	· Payment of staff retirement benefits 
	
	(131)
	
	
	(42)

	· Tax paid
	
	(4,925)
	
	
	-

	Net cash flows from operating activities
	
	38,520
	
	
	50,624

	
	
	
	
	
	

	Investing activities :
	
	
	
	
	

	· Purchases of property, plant and equipment
	
	(166,866)
	
	
	(13,382)

	· Proceeds from disposal of property, plant and equipment
	
	10
	
	
	19

	· Purchase of marketable securities
	
	(3,741)
	
	
	(13,409)

	· Proceeds from disposal of marketable securities
	
	10,864
	
	
	-

	· Advance to associated company
	
	(1)
	
	
	-

	· Acquisition of subsidiaries
	
	-
	
	
	(1,911)

	· Dividend received
	
	152
	
	
	30

	· Interest income
	
	3,780
	
	
	4,705

	Net cash flows used in investing activities
	
	(155,802)
	
	
	(23,948)

	
	
	
	
	
	

	Financing activities :
	
	
	
	
	

	· Repayment of term loan 
	
	(848)
	
	
	(6)

	· Repayment of hire purchase 
	
	(86)
	
	
	(40)

	· Finance costs
	
	(27)
	
	
	(8)

	· Dividend paid
	
	(10,500)
	
	
	(7,350)

	· Proceeds from issuance of bonds
	
	150,000
	
	
	-

	Net cash flows from / (used in) financing activities
	
	138,539
	
	
	(7,404)

	
	
	
	
	
	


MIECO CHIPBOARD BERHAD (12849-K)

Condensed Consolidated Cash Flow Statement for the year ended 31 December 2003 (continued)

The figures have not been audited.

	
	Current year to

31 December 2003

RM’000
	
	Preceding year to

31 December 2002

RM’000

	
	
	
	
	
	

	Net increase in cash and cash equivalents
	
	21,257
	
	
	19,272

	
	
	
	
	
	

	Cash and cash equivalents at 1 January 
	
	
	
	
	

	As previously reported
	
	159,801
	
	
	140,477

	Effects of exchange rate changes
	
	151
	
	
	52

	As restated
	
	159,952
	
	
	140,529

	
	
	
	
	
	

	Cash and cash equivalents as at 31 December 
	
	181,209
	
	
	159,801


The notes set out on pages 6 to 10 form an integral part of, and should be read in conjunction with, this interim financial report.

PART A: Explanatory Notes of MASB 26 – Paragraph 16  

1.
Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with MASB Standard 26 Interim Financial Reporting and the Listing Requirements of the Malaysia Securities Exchange Berhad (“MSEB”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The financial statements of the Group are prepared in accordance with the applicable approved accounting standards in Malaysia and provisions of the Companies Act, 1965. The accounting policies and methods of computation adopted in the interim financial report are consistent with those adopted for the annual audited financial statements for the year ended 31 December 2002 except for the adoption from 1 January 2003 of MASB 27 “Borrowing costs” and MASB 29 “Employee benefits”.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.

2.
Audit report of preceding annual financial statements for financial year ended 31 December 2002

The audit report of the Group’s financial statements for the year ended 31 December 2002 was not qualified.

3.
Seasonality or cyclicality of interim operations 
Demand for chipboards and related products is generally seasonal and is also affected by national as well as international conditions.

4.
Exceptional items 

The items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence have been included in the interim financial statement. 

5.
Change in estimates 

There are no changes in estimates of amounts which have a material effect in the current interim period.

6.
Issuance and repayment of debt and equity securities 

There were no issuance and repayment of equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial year ended 31 December 2003. 

On 29 December 2003, the Company issued under its RM175 million Al Murabahah Commercial Paper / Medium Term Note Programme, 3 series of Medium Term Notes amounting to RM150 million with tenures of 3 to 5 years.

7.
Dividends paid 

On 1 August 2003, the Company paid tax exempt dividend of RM10.5 million in respect of final dividend of 5 sen per share for the year ended 31 December 2002.

8.
Segment revenue and results

Primary segment : 

There is no disclosure of segment information by business segment as required by MASB 22, Segment Reporting as the Group operates principally within one industry that is, manufacturing and sales of chipboard and related products. 

Secondary segment :

The Group operates in the following geographical areas :

	
	Revenue
	Total assets
	Capital expenditure

	
	2003
	2002
	2003
	2002
	2003
	2002

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

	Malaysia
	154,760
	137,749
	532,481
	343,813
	166,928
	11,091

	Hong Kong and China
	27,559
	26,792
	12,729
	25,597
	25
	226

	Other
	-
	-
	5,255
	6,562
	15
	4,985

	
	182,319
	164,541
	550,465
	375,972
	166,968
	16,302


9.
Valuations of property, plant and equipment

Property, plant and equipment are stated at cost less depreciation, amortisation and impairment loss.

10.
Material events subsequent to the year ended 31 December 2003

There are no items, transactions or events of a material and unusual nature which have arisen from 31 December 2003 to the date of this announcement which would substantially affect the financial results of the Group for the year ended 31 December 2003.

11.
Changes in the composition of the Group during the year ended 31 December 2003

On 9 July 2003, the Company announced the incorporation of a wholly–owned subsidiary, Mieco Manufacturing Sdn Bhd on 4 July 2003 with issued and paid-up share capital of 2 shares of RM1.00 each.

Apart from the above incorporation, there were no other changes in the composition of the Group during the financial year ended 31 December 2003.

12.
Changes in contingent liabilities and contingent assets 

There are no material changes in contingent liabilities and contingent assets since the last annual balance sheet on           31 December 2002 to the date of this report.

13.
Capital commitments

Capital commitments not provided for in the financial statement as at 31 December 2003 are as follows : -

	
	RM’000

	Authorised by the Directors and contracted
	90,725

	Authorised by the Directors and not contracted
	48,787

	
	139,512

	Analysed as follow :
	

	Property, plant and equipment
	139,512


PART B: Explanatory Notes of MSEB Listing Requirements

1. Review of performance 

Quarter on Quarter review
Revenue from sales of chipboard and related products amounting to RM44.0 million is RM4.4 million higher when compared to RM39.6 million in the same quarter last year, mainly due to higher sales volume of value-added products. 

Despite higher sales revenue, Group profit before exceptional item decreased by RM4.3 million. This was due     to : -

· longer plant shutdown for major preventive maintenance and repairs which resulted in higher unit production cost ;

· reversal in the last quarter of 2002 of RM2.4 million provisions no longer required ; 

· increase in raw material prices which were partially mitigated by favourable sales mix ; and 

· lower interest income attributable to the utilization of cash reserves to partially fund the Group’s major expansion in a new chipboard plant.

Year on Year review

Group revenue increased from RM164.5 million in 2002 to RM182.3 million in 2003 due mainly to selling price increases for chipboard and related products and the inclusion of sales proceeds of marketable securities. As a result, profit before taxation increased by RM2.7 million from RM26.9 million in 2002 to RM29.6 million in 2003 and profit after taxation increased by RM5.7 million from RM26.1 million in 2002 to RM31.8 million in 2003. 

2.
Material change in profit before taxation for the quarter against the immediate preceding quarter
Group profit before taxation of RM4.4 million in the quarter under review was RM6.2 million lower than the immediate preceding quarter. Plant shutdown for major preventive maintenance and repairs in the last quarter of 2003 resulted in higher unit production cost and lower sales volume. There was also a lower gain from disposal of marketable securities as well as lower write back of impairment loss of marketable securities in the quarter under review when compared to the preceding quarter.

3.
Prospects for the current financial year


In view of the improving domestic and regional economies as well as higher selling prices for its products, the Group is optimistic that barring any unforeseen circumstances, the performance for the current year will exceed that of financial year 2003. 

4.
Variance of actual profit from forecast profit

The Group did not provide any profit forecast in a public document. 

5. Tax expense / (credit) 

	
	
	Current year quarter to
	
	Current year 

to 

	
	
	31 December 2003
	
	31 December 2003

	
	
	RM’000
	
	RM’000

	In respect of current year
	
	
	
	

	- Malaysia tax
	
	609
	
	2,516

	- Foreign tax
	
	128
	
	589

	
	
	737
	
	3,105

	In respect of prior years
	
	(3,750)
	
	(3,727)

	
	
	(3,013)
	
	(622)

	Deferred taxation
	
	
	
	

	- Malaysia tax
	
	(261)
	
	(1,508)

	- Foreign tax
	
	1
	
	(9)

	Tax credit 
	
	(3,273)
	
	(2,139)


The effective tax rate on the Group’s profit from ordinary activities before taxation differs from the statutory tax rate of 28% and is reconciled as follows : - 
	
	
	Current year

 quarter to 31 December 2003 
	
	Current year 

to

 31 December 2003

	
	
	%
	
	%

	Statutory income tax rate of Malaysia
	
	28
	
	28

	Expenses not deductible for tax purposes
	
	3
	
	2

	Utilisation of Reinvestment Allowance and other incentives
	
	(13)
	
	(22)

	Utilisation of previously unrecognised tax losses 
	
	-
	
	(1)

	Recognition of deferred tax asset previously not accounted for
	
	(5)
	
	(1)

	Effect of different tax rate
	
	(2)
	
	(1)

	Effective tax rate
	
	11
	
	5


6.
Sale of unquoted investments and / or properties 

There were no sales of unquoted investments or properties outside the ordinary course of business for the year ended 31 December 2003.

7. Marketable securities

	a) Total purchases and sales of marketable securities : -
	
	

	
	Current year 

 quarter to
	Current year

to

	
	31 December 2003
	31 December 2003

	
	RM’000
	RM’000

	Total purchases
	66
	3,741

	Total sale proceeds
	320
	10,864

	Total profit on sale
	102
	2,192

	
	
	

	b) Total investment in marketable securities as at 31 December 2003 : -
	
	

	Total investment at cost
	
	7,957

	Total investment at carrying value (after allowance for impairment loss)
	
	7,620

	Market value
	
	7,620


8. a) 
Status of corporate proposals 

i)

Employee Share Option Scheme

On 15 April 2002, the Company announced its proposal to undertake an employee share option scheme (“ESOS”) for eligible employees and Executive Directors of the Company and its subsidiaries. The total number of new ordinary shares of RM1.00 each in the Company to be offered under this ESOS shall not, in aggregate, exceed 10% of the total issued and paid-up share capital of the Company at any one time.

The Company has obtained all the necessary approvals from the various regulatory authorities for the above proposal. The effective date of the ESOS is 13 August 2002. The ESOS has not been implemented. 

ii)
Proposed implementation of Rights issue (“Rights issue”) of 70,000,000 Warrants and Private placement (“Private placement”) of 30,000,000 Warrants 


On 3 October 2003, the Company announced its proposal to implement the following:

· Proposed Rights issue of 70,000,000 Warrants at an issue price of RM0.10 per Warrant on the basis of one (1) Warrant for every three (3) existing ordinary shares held of RM1.00 each in MIECO; and

· Proposed Private placement of 30,000,000 Warrants at an issue price of RM0.25 per Warrant to placees to be identified.

The following approvals were obtained : -

· 8 December 2003 from Bank Negara Malaysia for the Rights issue and Private placement ;

· 16 December 2003 from the Ministry of International Trade and Industry for the Private placement ;  

· 19 December 2003 from the Securities Commission for the Rights issue and Private placement ; 

· 6 February 2004 from the shareholders of MIECO at an Extraordinary General Meeting for the Rights issue and Private placement ; and

· 16 February 2004 from the MSEB for the admission of the Warrants to the Official List of the MSEB and the listing of and quotation for the Warrants and the new Shares to be issued upon exercise of the Warrants.

The proposed Rights issue and Private placement are pending completion.

b)

Status of utilization of proceeds raised from any corporate proposal

The proceeds received by the Company arising from its issuance of RM150 million Medium Term Notes under the RM175 million Al Murabahah Commercial Paper / Medium Term Note Programme, have been temporarily placed on short term deposit with financial institutions. The proceeds will be utilised progressively to partially fund the Group’s new chipboard plant in Pahang.

9. Borrowing and debt securities

Group borrowings as at end of the financial year ended 31 December 2003 were as follows:

	
	Current
	
	Non Current

	
	RM’000
	
	RM’000

	Hire purchase creditor (secured)
	33
	
	61

	Medium Term Notes (unsecured)
	-
	
	150,000

	
	33
	
	150,061

	
	
	
	

	
	
	
	


10. Off balance sheet financial instruments 

As at 19 February 2004, the Group’s open forward contracts entered into as hedges of anticipated future transactions are as follows :

	Hedged item
	RM’000 equivalent
	Average 

contractual rate

	Trade receivables :
	
	

	USD 0.378 million
	1,438
	1 USD = RM 3.8030

	
	
	

	Future sales of goods :
	
	

	USD 0.312 million
	1,186
	1 USD = RM 3.8030

	
	
	

	Purchases of plant and machinery :
	
	

	Euro 11.316 million
	54,080
	1 Euro = RM 4.7790


The settlement date of the above open forward contracts range between 1 and 6 months.

The unrecognised gains at 19 February 2004 on open contracts which hedge anticipated future foreign currency purchases amounted to RM1.2 million. These net exchange gains are deferred until the related purchases are transacted, at which time they are included in the measurement of such transactions.

11. Changes in material litigation 

The Group is not engaged in any material litigation as at the date of this report. 

12. Dividend

The Directors recommend the payment of a first and final tax exempt dividend of 7.5% for the financial year ended 31 December 2003 (2002 : 5% tax exempt). The proposed dividend amounting to RM15.75 million (2002: RM10.5 million) is subject to shareholders’ approval at the Annual General Meeting to be held on a date which shall be announced later.

13. Earnings per share

	
	Current year
	Preceding year
	
	Current year
	Preceding year 

	
	quarter to
	quarter to
	
	 to
	to

	
	31 December 2003
	31 December 2002
	
	31 December 2003
	31 December 2002

	a)  Basic
	
	
	
	
	

	Net profit for the period (RM’000)
	7,705
	3,758
	
	31,771
	26,067

	Weighted average number of ordinary shares in issue (’000)
	210,000
	210,000
	
	210,000
	210,000

	Basic earnings per share (sen)
	3.67
	1.79
	
	15.13
	12.41

	
	
	
	
	
	

	b) Diluted
	N.A.
	N.A.
	
	N.A.
	N.A.


The Group has not granted any option or contract that may entitle its holder to convert them into ordinary shares and therefore, dilutive to its basic earnings per share.

BY ORDER OF THE BOARD

MIECO CHIPBOARD BERHAD

Ho Swee Ling

Company Secretary

Kuala Lumpur

26 February 2004
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