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MIECO CHIPBOARD BERHAD (12849-K)                                                                                            
Condensed Consolidated Balance Sheets as at 31 March 2004

	
	
	(Unaudited)
	
	(Audited)

	
	
	As at

31 March 2004
	
	As at 

31 December 2003

	
	
	RM’000
	
	RM’000

	Non current assets
	
	
	
	

	Property, plant and equipment
	
	308,758
	
	304,771

	          Deferred tax asset
	
	233
	
	219

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	
	28,577
	
	25,144

	Trade receivables
	
	27,992
	
	25,036

	Other receivables, deposits & prepayment
	
	10,133
	
	4,775

	Amount due from associated company
	
	446
	
	434

	Tax recoverable
	
	742
	
	242

	Marketable securities
	
	6,297
	
	7,620

	Short term deposits
	
	169,126
	
	171,348

	Cash and bank balances
	
	6,921
	
	9,861

	
	
	250,234
	
	244,460

	
	
	
	
	

	Current liabilities
	
	
	
	

	Trade payables
	
	23,384
	
	21,909

	Other payables
	
	8,582
	
	6,957

	Provision for back dated wages
	
	500
	
	500

	Borrowings
	
	33
	
	33

	Amount due to holding company
	
	251
	
	241

	Taxation
	
	566
	
	522

	
	
	33,316
	
	30,162

	
	
	
	
	

	Net current assets
	
	216,918
	
	214,298

	
	
	
	
	

	
	
	525,909
	
	519,288

	
	
	
	
	

	Share capital
	
	210,000
	
	210,000

	Reserves
	
	
	
	

	Share premium
	
	5,866
	
	5,866

	Retained profits
	
	137,962
	
	131,585

	
	
	143,828
	
	137,451

	
	
	
	
	

	Shareholders’ fund
	
	353,828
	
	347,451

	Non current liabilities
	
	
	
	

	Unfunded post employment benefit obligation
	
	5,307
	
	4,898

	Borrowings
	
	149,570
	
	150,061

	Deferred tax liability
	
	17,204
	
	16,878

	
	
	525,909
	
	519,288

	
	
	
	
	

	Net tangible assets per share (RM)
	
	1.68
	
	1.65


The notes set out on pages 5 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 financial period ended 31 March 2004

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 March 

2004
	
	31 March 

2003
	
	31 March 2004
	
	31 March 

2003

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

	
	
	
	
	
	
	
	
	

	Revenue
	
	49,642
	
	39,201
	
	49,642
	
	39,201

	Investment income
	
	-
	
	-
	
	-
	
	-

	Other income
	
	293
	
	1,202
	
	293
	
	1,202

	
	
	
	
	
	
	
	
	

	Operating profit before finance cost, depreciation and amortisation, income tax and minority interests
	
	9,272
	
	10,807
	
	9,272
	
	10,807

	Depreciation and amortisation
	
	(2,059)
	
	(3,864)
	
	(2,059)
	
	(3,864)

	Profit before exceptional items
	
	7,213
	
	6,943
	
	7,213
	
	6,943

	Exceptional item :
	
	
	
	
	
	
	
	

	Write back of / (allowance) for impairment loss of marketable securities 
	
	149
	
	(993)
	
	149
	
	(993)

	Profit from operations
	
	7,362
	
	5,950
	
	7,362
	
	5,950

	Finance costs
	
	(35)
	
	(17)
	
	(35)
	
	(17)

	Share of results of associated companies
	
	-
	
	-
	
	-
	
	-

	Profit before taxation
	
	7,327
	
	5,933
	
	7,327
	
	5,933

	Tax expense
	
	(950)
	
	(159)
	
	(950)
	
	(159)

	Profit after taxation
	
	6,377
	
	5,774
	
	6,377
	
	5,774

	Minority interest
	
	-
	
	-
	
	-
	
	-

	Net profit for the period
	
	6,377
	
	5,774
	
	6,377
	
	5,774

	
	
	
	
	
	
	
	
	

	Earnings per share – Basic (sen)
	
	3.04
	
	2.75
	
	3.04
	
	2.75

	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 5 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 financial period ended 31 March 2004

The figures have not been audited.

	
	
	Non-distributable
	Distributable
	

	
	Share

capital
	Share

premium
	Retained

Profits
	Total



	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	Balance as at 1 January 2004
	210,000
	5,866
	131,585
	347,451

	
	
	
	
	
	

	Net profit for the period ended 31 March 2004
	-
	-
	6,377
	6,377

	
	
	
	
	
	

	Balance as at 31 March 2004
	210,000
	5,866
	137,962
	353,828


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

	
	
	
	
	
	

	Net profit for the period ended 31 March 2003
	-
	-
	5,774
	5,774

	
	
	
	
	
	

	Balance as at 31 March 2003
	210,000
	5,866
	116,088
	331,954


The notes set out on pages 5 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 financial period ended 31 March 2004

The figures have not been audited.

	
	Current year 

to

31 March 2004

RM’000
	
	Preceding year

to

31 March 2003

RM’000

	Cash flows from operating activities
	
	
	
	
	

	· Profit after taxation
	
	6,377
	
	
	5,774

	· Adjustments for non-cash and non-operating items
	
	1,828
	
	
	3,696

	
	
	8,205
	
	
	9,470

	· Changes in working capital :
	
	
	
	
	

	· Net change in current assets
	
	(9,182)
	
	
	(1,333)

	· Net change in current liabilities
	
	947
	
	
	1,507

	
	
	(30)
	
	
	9,644

	· Payment of staff retirement benefits 
	
	(41)
	
	
	-

	· Income tax paid
	
	(1,275)
	
	
	-

	Net cash flows (used in)/from operating activities
	
	(1,346)
	
	
	9,644

	
	
	
	
	
	

	Cash flows from investing activities :
	
	
	
	
	

	· Purchases of property, plant and equipment
	
	(6,072)
	
	
	(502)

	· Proceeds from sales of property, plant and equipment
	
	2
	
	
	-

	· Proceeds from disposal of marketable securities
	
	1,907
	
	
	-

	· Interest income received
	
	840
	
	
	1,154

	Net cash flows (used in)/from investing activities
	
	(3,323)
	
	
	652

	
	
	
	
	
	

	Cash flows from financing activities :
	
	
	
	
	

	· Repayment of term loan 
	
	-
	
	
	(35)

	· Repayment of hire purchase 
	
	(9)
	
	
	(31)

	· Medium term notes issued expenses
	
	(484)
	
	
	-

	Net cash flows used in financing activities
	
	(493)
	
	
	(66)

	
	
	
	
	
	

	
	
	
	
	
	

	Net (decrease)/increase in cash and cash equivalents
	
	(5,162)
	
	
	10,230

	
	
	
	
	
	

	Cash and cash equivalents at 1 January
	
	181,209
	
	
	159,801

	Effects of exchange rate changes
	
	-
	
	
	8

	
	
	181,209
	
	
	159,809

	
	
	
	
	
	

	Cash and cash equivalents as at 31 March  
	
	176,047
	
	
	170,039


The notes set out on pages 5 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 Bursa Malaysia Securities Berhad (“Bursa Malaysia”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

The financial statements of the Group and Company 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 2003.

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 2003.

2.
Audit report of preceding annual financial statements for financial year ended 31 December 2003

The audit report of the Group’s financial statements for the year ended 31 December 2003 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 

With effect from 2004, the Group has revised the annual depreciation rate of plant and machinery from 7.5% to 5% to better reflect the useful life of these assets. Had the Group applied the previous rate of 7.5%, the Group depreciation charge for the financial period would have been higher by RM1.9 million.

Apart from the above change in depreciation estimates, there are no other 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 or repayment of equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares during the financial period ended 31 March 2004. 

On 22 April 2004, the Company issued 100 million new Warrants 2004/2009 which were listed on Bursa Malaysia on 29 April 2004.

7.
Dividends paid

There were no dividends paid for the financial period ended 31 March 2004.

8.
Segmental reporting

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 :

	

	Segment revenue
	Segment assets
	Segment capital expenditure

	
	Current year to

31 March

2004
	Preceding

year to

31 March

2003
	
	Current year to

31 March

2004
	Preceding

year to

31 March

2003
	
	Current year to

31 March

2004
	Preceding

year to

31 March

2003
	

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

	Malaysia
	41,823
	33,662
	
	544,390
	346,013
	
	6,062
	498
	

	Hong Kong and  

 China
	7,819
	5,539
	
	9,477
	30,548
	
	10
	4
	

	Other
	-
	-
	
	5,358
	6,864
	
	-
	-
	

	
	49,642
	39,201
	
	559,225
	383,425
	
	6,072
	502
	


9.
Valuations of property, plant and equipment

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

The amount of finance costs and interest income capitalised as property, plant and equipment for the financial period ended 31 March 2004 was RM2.1 million and RM0.9 million respectively.

10.
Material events subsequent to the financial period ended 31 March 2004

On 29 April 2004, the Company’s 100 million new Warrants 2004/2009 were listed and quoted on Bursa Malaysia.

Apart from the above, there are no items, transactions or events of a material and unusual nature which have arisen from 31 March 2004 to the date of this announcement which would substantially affect the financial results of the Group for the period ended 31 March 2004.

11.
Changes in the composition of the Group during the financial period ended 31 March 2004

There were no changes in the composition of the Group during the financial period ended 31 March 2004.

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 2003 to the date of this report.

13.
Capital commitments

Capital commitments not provided for in the financial statements as at 31 March 2004 are as follows : -

	
	RM’000

	Authorised by the Directors and contracted
	120,638

	Authorised by the Directors and not contracted
	15,670

	
	136,308

	Analysed as follow :
	

	Property, plant and equipment
	136,308


PART B: Explanatory Notes of Bursa Malaysia Listing Requirements

1. Review of performance 

Group revenue for the 1st quarter of 2004 increased from RM39.2 million to RM49.6 million due mainly to higher sales of chipboard and related products as well as sale proceeds from marketable securities.

Group profit also increased as a result of the efficient use of  raw materials, higher production volume and change in depreciation rate for plant and machinery. 

The improved results were partially offset by increase in raw material prices, higher mix of lower profit contribution products and reduced interest income arising from utilisation of cash reserves to partially fund the Group’s new chipboard plant under construction.

2.
Material change in profit before taxation for the quarter against the immediate preceding quarter
Group profit before taxation of RM7.3 million was RM2.9 million higher than the immediate preceding quarter mainly due to higher production volume, change in depreciation rate for plant and machinery and efficient use of raw materials which were partly offset by its higher costs.

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

	
	
	
	
	Current year 

 to 

	
	
	
	
	31 March 2004

	
	
	
	
	RM’000

	In respect of current year
	
	
	
	

	- Malaysia tax
	
	
	
	483

	- Foreign tax
	
	
	
	154

	
	
	
	
	637

	Deferred taxation
	
	
	
	

	- Malaysia tax
	
	
	
	339

	- Foreign tax
	
	
	
	(26)

	Tax expenses
	
	
	
	950


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 

 to

 31 March 

2004

	
	
	
	
	%

	Statutory income tax rate of Malaysia
	
	
	
	28

	Expenses not deductible for tax purposes
	
	
	
	2

	Utilisation of Reinvestment Allowance and other incentives
	
	
	
	(14)

	Effect of different tax rate
	
	
	
	(3)

	Effective tax rate
	
	
	
	13


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 financial period ended 31 March 2004.

7. Marketable securities

	a) Total purchases and sales of marketable securities : -
	
	

	
	
	Current year

 to

	
	
	31 March 

2004

	
	
	RM’000

	Total purchases
	
	-

	Total sale proceeds
	
	1,907

	Total profit on sale
	
	435

	
	
	

	b) Total investment in marketable securities as at 31 March 2004 : -
	
	

	Total investment at cost
	
	6,425

	Total investment at carrying value (after allowance for impairment loss)
	
	6,297

	Market value
	
	8,761


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)
 Rights Issue of 70 million Warrants (“Rights Issue) and Private placement of 30 million Warrants (Private placement”) 

The Company has completed the issue of 70 million warrants and 30 million warrants from its rights issue and private placement respectively with the listing of the 100 million new Warrants 2004/2009 on Bursa Malaysia on 29 April 2004.
b)

Status of utilization of proceeds raised from any corporate proposal

i) RM175 million Al Murabahah Commercial Papers / Medium Term Notes (“MCP / MMTN”)   Programme

As at 17 May 2004, the Company has utilised RM45.2 million proceeds from the RM150 million Medium Term Notes issued to date under the MCP / MMTN Programme.  The balance of the proceeds have been temporarily placed on short term deposit with financial institutions and will be utilised progressively to partially fund the Group’s new chipboard plant in Lipis, Pahang.

  ii)
100 million Warrants 2004/2009

The proceeds of RM14.5 million received by the Company arising from the issuance of 100 million new Warrants 2004/2009 have been temporarily placed on short term deposit with financial institutions.

9. Borrowing and debt securities

Group borrowings as at end of the financial period ended 31 March 2004 were as follows:

	
	Current
	
	Non Current

	
	RM’000
	
	RM’000

	Hire purchase creditor (secured)
	33
	
	53

	Medium Term Notes (unsecured)
	-
	
	149,517

	
	33
	
	149,570


Borrowing cost of RM1.2 million net finance cost attributable to Medium Term Notes had been capitalised to property plant & equipment during the period ended 31 March 2004
10. Off balance sheet financial instruments 

As at 17 May 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 0.463 million
	1,762
	1 USD = RM 3.8057

	
	
	

	Future sales of goods :
	
	

	USD 0.400 million
	1,522
	1 USD = RM 3.8053

	
	
	

	Purchases of plant and machinery :
	
	

	Euro 7.394 million
	33,487
	1 Euro = RM 4.5288

	
	
	

	Purchases of raw material :
	
	

	Euro 0.092 million
	416
	1 Euro = RM 4.5332


The settlement date of the above open forward contracts range between 1 and 2 months.

The unrecognised gains at 17 May 2004 on open contracts which hedge anticipated future foreign currency purchases amounted to RM0.3 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 do not recommend the payment of an interim dividend for the financial period under review. No interim dividend was declared for the same period last year.

13. Earnings per share

	
	Current year quarter to 
	Preceding year quarter to 
	Current year to
	Preceding year to

	
	31 March 2004
	31 March 

2003
	31 March 2004
	31 March 2003

	a)  Basic
	
	
	
	

	Net profit for the period (RM’000)
	6,377
	5,774
	6,377
	5,774

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

	Basic earnings per share (sen)
	3.04
	2.75
	3.04
	2.75

	
	
	
	
	

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


The Company has not granted as at 31 March 2004 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

24 May 2004
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