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MIECO CHIPBOARD BERHAD (12849-K)                                                                                            
Condensed Consolidated Balance Sheets as at 31 December 2005

	
	
	(Unaudited)
	
	(Audited)

	
	
	As at

31 December 2005
	
	As at 

31 December 2004

	
	
	RM’000
	
	RM’000

	Non current assets
	
	
	
	

	Property, plant and equipment
	
	548,220
	
	520,218

	Associated companies
	
	673
	
	(83)

	          Deferred tax assets
	
	523
	
	194

	
	
	549,416
	
	520,329

	
	
	
	
	

	Current assets
	
	
	
	

	Inventories
	
	43,110
	
	36,793

	Tax recoverable
	
	3,486
	
	2,114

	Trade receivables
	
	30,943
	
	27,538

	Other receivables, deposits and prepayment
	
	10,607
	
	2,678

	Amount due from associated companies
	
	787
	
	819

	Marketable securities
	
	1,476
	
	1,496

	Short term deposits
	
	3,846
	
	25,942

	Cash and bank balances
	
	11,094
	
	4,890

	
	
	105,349
	
	102,270

	
	
	
	
	

	Current liabilities
	
	
	
	

	Trade payables
	
	38,469
	
	33,193

	Other payables
	
	21,678
	
	10,302

	Borrowings
	
	116,104
	
	25,128

	Amount due to holding company
	
	927
	
	500

	Taxation
	
	2
	
	884

	
	
	177,180
	
	70,007

	
	
	
	
	

	Net current (liabilities)/ assets
	
	(71,831)
	
	32,263

	
	
	
	
	

	
	
	477,585
	
	552,592

	
	
	
	
	

	Share capital
	
	210,000
	
	210,000

	Reserves
	
	
	
	

	Share premium
	
	5,866
	
	5,866

	Warrant reserve account
	
	13,979
	
	13,979

	Retained profits
	
	122,395
	
	146,323

	
	
	142,240
	
	166,168

	
	
	
	
	

	Shareholders’ fund
	
	352,240
	
	376,168

	Non current liabilities
	
	
	
	

	Deferred tax liabilities
	
	18,708
	
	20,405

	Unfunded post employment benefit obligation
	
	6,571
	
	5,946

	Borrowings
	
	100,066
	
	150,073

	
	
	477,585
	
	552,592

	
	
	
	
	

	Net assets per share (RM)
	
	1.68
	
	1.79

	
	
	
	
	

	
	
	
	
	


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 year ended 31 December 2005

The figures for the financial year ended 31 December 2005 have not been audited.

	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Current year

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

	
	
	31 December

 2005
	
	31 December 

2004
	
	31 December

 2005
	
	31 December

 2004 

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

	
	
	
	
	
	
	
	
	

	Revenue
	
	57,967
	
	64,083
	
	258,986
	
	236,656

	Investment income
	
	7
	
	24
	
	27
	
	55

	Other income
	
	977
	
	153
	
	2,749
	
	1,989

	
	
	
	
	
	
	
	
	

	Operating profit before finance cost, depreciation and amortisation, income tax and minority interests
	
	1,039
	
	12,329
	
	29,385
	
	47,115

	Depreciation and amortisation
	
	(6,915)
	
	(2,200)
	
	(24,337)
	
	(8,595)

	(Loss)/ profit before exceptional items
	
	(5,876)
	
	10,129
	
	5,048
	
	38,520

	Exceptional item :
	
	
	
	
	
	
	
	

	Write back of impairment loss of marketable securities 
	
	-
	
	145
	
	21
	
	71

	(Loss)/ profit from operations
	
	(5,876)
	
	10,274
	
	5,069
	
	38,591

	Finance costs
	
	(2,722)
	
	112
	
	(8,818)
	
	(90)

	Share of results of associated companies
	
	(673)
	
	(83)
	
	(2,674)
	
	(83)

	(Loss)/ profit before taxation
	
	(9,271)
	
	10,303
	
	(6,423)
	
	38,418

	Tax expense
	
	2,229
	
	(1,355)
	
	(1,755)
	
	(7,930)

	(Loss)/ profit after taxation
	
	(7,042)
	
	8,948
	
	(8,178)
	
	30,488

	Minority interest
	
	-
	
	-
	
	-
	
	-

	Net (loss)/ profit for the period
	
	(7,042)
	
	8,948
	
	(8,178)
	
	30,488

	
	
	
	
	
	
	
	
	

	(Losses)/earnings per share – Basic (sen)
	
	(3.35)
	
	4.26
	
	(3.89)
	
	14.52

	Earnings per share – Diluted (sen)

[See Part B Note 13(b)]
	
	N/A
	
	3.39
	
	N/A
	
	12.40

	
	
	
	
	
	
	
	
	


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 year ended 31 December 2005

The figures for the financial year ended 31 December 2005 have not been audited.

	
	Non-distributable
	Distributable
	

	
	Share

capital
	Share

premium
	Warrant

reserve account
	Retained

profits
	Total



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

	
	
	
	
	
	

	Balance as at 1 January 2005
	 210,000      
	    5,866       
	  13,979       
	146,323        
	376,168

	
	
	
	
	
	

	Net loss for the year ended 31 December 2005

Dividend for financial year 2004
	-

-
	-

-
	-

-
	(8,178)

(15,750)
	(8,178)

(15,750)

	
	
	
	
	
	

	Balance as at 31 December 2005
	210,000
	 5,866
	     13,979 
	122,395
	352,240

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

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

	
	
	
	
	
	

	Net profit for the year ended 31 December 2004

Issuance of warrants 

Dividend for financial year 2003  


	-

-

-
	-

-

-
	-

13,979   

-
	30,488

-

(15,750)
	30,488

13,979

(15,750)

	Balance as at 31 December 2004
	210,000
	5,866
	13,979
	146,323
	376,168

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


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 year ended 31 December 2005

The figures for the financial year ended 31 December 2005 have not been audited.

	
	Current year 

to

31 December 2005

RM’000
	
	Preceding year

to

31 December 2004

RM’000

	
	
	
	
	
	

	Cash flows from operating activities
	
	
	
	
	

	· (Loss)/profit after taxation
	
	(8,178)
	
	
	30,488

	· Adjustments for non-cash and non-operating items
	
	40,027
	
	
	13,560

	
	
	31,849
	
	
	44,048

	· Changes in working capital
	
	
	
	
	

	· Increase in inventories
	
	(7,904)
	
	
	(12,027)

	· Increase in receivables
	
	(11,544)
	
	
	(73)

	· Increase in payables
	
	16,652
	
	
	14,665

	· Increase / (decrease) in intercompany balances
	
	459
	
	
	(126)

	
	
	29,512
	
	
	46,487

	· Payment of staff retirement benefits 
	
	(419)
	
	
	(96)

	· Payment of back dated wages
	
	-
	
	
	(573)

	· Income tax paid
	
	(6,035)
	
	
	(5,888)

	Net cash flows from operating activities
	
	23,058
	
	
	39,930

	
	
	
	
	
	

	Cash flows from investing activities
	
	
	
	
	

	· Purchases of property, plant and equipment
	
	(51,178)
	
	
	(216,637)

	· Investment in associated company
	
	(3,430)
	
	
	-

	· Proceeds from sales of property, plant and equipment
	
	665
	
	
	98

	· Proceeds from disposal of marketable securities
	
	43
	
	
	10,142

	· Interest income received
	
	319
	
	
	2,588

	· Dividend income received
	
	27
	
	
	54

	Net cash flows used in investing activities
	
	(53,554)
	
	
	(203,755)

	
	
	
	
	
	

	Cash flows from financing activities
	
	
	
	
	

	· Repayment of hire purchase creditor
	
	(189)
	
	
	(83)

	· Proceeds from issuance of Commercial papers
	
	-
	
	
	25,000

	· Dividend paid
	
	(15,750)
	
	
	(15,750)

	· Expenses on issuance of bonds
	
	(108)
	
	
	(666)

	· Proceeds from issuance of warrants
	
	-
	
	
	14,500

	· Warrants issue expenses
	
	-
	
	
	(521)

	· Interest paid
	
	(10,265)
	
	
	(9,032)

	· Proceeds from bankers acceptance financing
	
	40,916
	
	
	-

	Net cash flows from/(used in) financing activities
	
	14,604
	
	
	13,448

	
	
	
	
	
	

	Net decrease in cash and cash equivalents
	
	(15,892)
	
	
	(150,377)

	Cash and cash equivalents at 1 January
	
	30,832
	
	
	181,209

	Cash and cash equivalents as at 31 December
	
	14,940
	
	
	30,832

	
	
	
	
	
	

	
	
	
	
	
	


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. 

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004.

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 2004.

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 2004.

2.
Audit report of preceding annual financial statements for financial year ended 31 December 2004

The audit report of the Group’s financial statements for the year ended 31 December 2004 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 financial year ended 31 December 2005. 

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 year ended 31 December 2005.

7.
Dividends paid

During the financial year ended 31 December 2005, the Company paid on 2 August 2005 a first and final tax-exempt dividend of 7.5 sen per share amounting to RM15,750,000 in respect of the financial year ended 31 December 2004.  

8.
Segmental reporting

Primary reporting – business 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 reporting – geographical segment 

The Group operates in the following geographical areas :

	

	Revenue
	Total assets
	Capital expenditure

	
	Current

year to

31 December 2005
	Preceding

year to

31 December 2004
	
	Current

year to

31 December 2005
	Preceding

year to

31 December 2004
	
	Current

year to

31 December 2005
	Preceding

year to

31 December 2004

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

	Malaysia
	207,442
	198,508
	
	644,281
	605,808
	
	52,906
	224,166

	Hong Kong and China
	51,544
	38,148


	
	5,679
	11,913
	
	1
	19

	Other
	-
	-
	
	4,805
	4,878
	
	-
	-

	
	258,986
	236,656
	
	654,765
	622,599
	
	52,907
	224,185


9.
Valuations of property, plant and equipment

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

Net finance cost of RM1.5 million arising from Medium Term Notes and Commercial Papers had been capitalised to property, plant and equipment for the year ended 31 December 2005.

10.
Material events subsequent to the financial year ended 31 December 2005

On 22 and 23 February 2006, the Company repurchased Commercial Papers and Medium Term Notes of RM75 million face value issued under the RM175 million Al Murabahah Commercial Paper and Medium Term Note programme. The repurchase was financed by a term loan of RM100 million pursuant to a Facility Agreement dated 20 February 2006. 
11.
Changes in the composition of the Group during the financial year ended 31 December 2005

There were no changes in the composition of the Group during the financial year ended 31 December 2005.

12.
Changes in contingent liabilities and contingent assets 

Except as disclosed in Part B Note 11 Changes in material litigation, there were no material changes in contingent liabilities and contingent assets since the last annual balance sheet on 31 December 2004 to the date of this report.

13.
Capital commitments

Capital commitments not provided for in the financial statements as at 31 December 2005 were as follow : -

	
	RM’000

	Authorised and contracted
	1,032

	Authorised but not contracted
	1,027

	
	2,059

	
	

	Analysed as follow :
	

	Property, plant and equipment
	2,059


PART B: Explanatory Notes of Bursa Malaysia Listing Requirements

1. Review of performance

Quarter on Quarter review

Group revenue for the quarter under review decreased to RM58.0 million from RM64.1 million in the same quarter 2004. Despite achieving higher sales volume, revenue from chipboards and related products declined marginally by 2% as a result of unfavourable selling prices which were adversely affected by stiff market competition. Revenue in the last quarter of 2004 was boosted by RM4.7 million from disposal of marketable securities.
Group operating profit before finance cost, depreciation, tax and minority interests (‘operating profit’) of RM1.0 million this quarter declined by 92% when compared to RM12.3 million operating profit in the same quarter in the preceding year. This was mainly attributable to lower selling prices, the under recovery of fixed overhead costs of its new plant and increased raw material costs arising from higher oil prices.

Year on Year review

Group revenue improved by 9% from RM236.7 million in 2004 to RM259.0 million for 2005 mainly due to higher export sales volume of chipboard and related products, despite adversely affected by lower selling prices. There were no disposal of marketable securities in 2005 as compared to  RM10.1 million in 2004.
However, the Group reported a loss before tax of RM6.4 million as opposed to a profit before tax of RM38.4 million for 2004. This was principally due to: 

· Under recovery of fixed overhead costs of its new plant; 
· Increased raw material prices;
· Lower selling prices;
· Higher depreciation charges and the cessation of capitalization of borrowing costs upon the commencement of production in the new plant;

· Lower gain arising from disposal of marketable securities by RM4.0 million as compared to 2004; and

· Share of start up loss of an associated company. 

2.
Material change in profit before taxation for the quarter against the immediate preceding quarter
Despite achieving favourable sales mix of value added products and higher selling prices, the Group loss before tax of RM9.3 million registered in the quarter under review was RM4.5 million higher than the immediate preceding quarter due mainly to lower sales volume arising from plant shutdown during festive season and increase in cost of raw materials.

3.
Prospects for the current financial year

With the recovery of chipboard selling prices in the last quarter of 2005, the Group is progressively stepping up utilisation of its enlarged production capacity as well as intensifying its marketing distribution efforts particularly in the export markets and increasing market share of value-added products. Premised on the current brighter outlook supported by the efforts and measures taken, the Board expects the Group’s financial performance in 2006 to be more favourable than 2005.

4.
Variance of actual profit from forecast profit

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

5. Tax expense

	
	
	Current quarter to 
	
	Current year

to 

	
	
	31 December 2005
	
	31 December 2005

	
	
	RM’000
	
	RM’000

	In respect of current year
	
	
	
	

	- Malaysia tax
	
	411
	
	3,497

	- Foreign tax
	
	54
	
	631

	
	
	465
	
	4,128

	- In respect of prior year
	
	-
	
	(371)

	
	
	465
	
	3,757

	Deferred taxation
	
	
	
	

	- Malaysia tax
	
	(2,681)
	
	(1,985)

	- Foreign tax
	
	(13)
	
	(17)

	
	
	(2,694)
	
	(2,002)

	
	
	
	
	

	Tax expense
	
	(2,229)
	
	1,755


The Group’s effective tax rate differs from the statutory tax rate of 28% for the current quarter ended 31 December 2005 due to certain expenses not deductible for tax purposes.

The Group’s effective tax rate differs from the statutory tax rate of 28% for the year ended 31 December 2005 due to:

· The inclusion of a RM2.8 million tax clawback of reinvestment allowances due to the transfer of assets from MIECO to its wholly-owned subsidiary as at 1 March 2005 as part of an internal reorganisation to rationalise MIECO Group's manufacturing operations; and 

· Certain expenses not deductible for tax purposes.

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 year ended 31 December 2005.

7. Marketable securities

	a) Total purchases and sales of marketable securities : -
	
	

	
	Current quarter to 
	Current year

to

	
	31 December

 2005
	31 December

 2005

	
	RM’000
	RM’000

	Total purchases
	-
	-

	Total sale proceeds
	-
	43

	Total profit on sale
	-
	3

	
	
	

	b) Total investment in marketable securities as at 31 December 2005 : -
	
	

	Total investment at cost
	
	1,476

	Total investment at carrying value (after allowance for impairment loss)
	
	1,476

	Market value
	
	1,651


8. Status of corporate proposals 

Employee Share Option Scheme

The Employee Share Option Scheme of the Company came into effect on 13 August 2002. 

No options have been granted to date. 

9. Borrowing and debt securities

Details of the Group’s borrowings, which are all denominated in Ringgit as at 31 December 2005, were as follows:

	
	Current
	
	Non current

	
	RM’000
	
	RM’000

	Medium Term Notes (unsecured)
	50,000
	
	100,000

	Commercial Papers (unsecured)
	25,000
	
	-

	Bankers acceptance (unsecured)
	40,916
	
	-

	Hire purchase creditor (secured)
	188
	
	66

	
	116,104
	
	100,066


Net finance cost of RM1.5 million arising from Medium Term Notes and Commercial Papers had been capitalised to property, plant & equipment for the year ended 31 December 2005.

10. Off balance sheet financial instruments 

As at 17 February 2006, 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 1.084 million
	4,066
	1 USD = RM 3.7508

	
	
	

	Future sales of goods :
	
	

	USD 13.261 million
	49,422
	1 USD = RM 3.7269

	
	
	

	Trade payables :
	
	

	Euro 0.722 million
	3,229
	1 Euro = RM 4.4719

	
	
	

	Future purchase of goods :
	
	

	Euro 0.168 million
	748
	1 Euro = RM 4.4580

	
	
	


The settlement dates of the above open forward contracts range between 1 to 6 months.

The unrecognised gain as at 17 February 2006 on open contracts which hedge anticipated future foreign currency sales amounted to RM0.139 million. The unrecognised loss on open contract which hedge anticipated future foreign currency purchases amounted to RM0.027 million. These net exchange gain and loss are deferred until the related sales and 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 except for the following :

RB Project Resources Sdn Bhd (“RB”) v Mieco Manufacturing Sdn Bhd (“MMSB”) and MIECO

By a summons and statement of claim dated 5 September 2005, vide Kuantan High Court Civil Suit No. 22-74-2005, RB has made a claim against MMSB and MIECO for a sum of RM2,136,239.49 being alleged breach by MMSB and MIECO of payment to RB for alleged installation works done including the supply of labour, material and equipment. 

The above matter is disputed by MMSB and MIECO whose solicitors have filed a Defence and Counter-Claim dated 6 October 2005. RB’s solicitors have subsequently filed the Reply and Defence to Counter Claim dated 20 October 2005. The court has set the date for case management on 24 April 2006. The hearing date has yet to be fixed. 

12.
Dividend

The Directors do not recommend the payment of dividend for the financial year ended 31 December 2005.  

The final tax-exempt dividend of 7.5 sen per share amounting to RM15,750,000 as recommended by the Board for the financial year ended 31 December 2004 and approved by the shareholders at the Thirty-Second Annual General Meeting held on 24 June 2005, was paid on 2 August 2005.

13. Earnings per share

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

	
	31 December 2005
	31 December 2004
	31 December 2005
	31 December 2004

	a) Basic
	
	
	
	

	Net (loss) / profit for the period (RM’000)
	(7,042)
	8,948
	(8,178)
	30,488

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

	Basic (losses) / earnings per share (sen)
	(3.35)
	4.26
	(3.89)
	14.52

	
	
	
	
	

	b) Diluted
	
	
	
	

	Net profit for the period (RM’000)
	N.A.
	8,948
	N.A.
	30,488

	Weighted average number of ordinary shares in issue (‘000)
	N.A.
	210,000
	N.A.
	210,000

	Adjustment for assumed exercise of warrants (‘000)
	N.A.
	53,846
	N.A.
	35,897

	Weighted average number of ordinary shares for diluted earnings per share (‘000)
	N.A.
	263,846
	N.A.
	245,897

	
	
	
	
	

	Diluted earnings per share (sen)
	N.A.
	3.39
	N.A.
	12.40

	
	
	
	
	


Diluted earnings per share for 2005 is not presented as the effect of the assumed exercise of Warrants is antidilutive.

BY ORDER OF THE BOARD

MIECO CHIPBOARD BERHAD

Ho Swee Ling

Company Secretary

Kuala Lumpur

24 February 2006
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