TONG HERR RESOURCES BERHAD

(Company No.432139-W)

(Incorporated in Malaysia)

AND ITS SUBSIDIARY COMPANY

NOTES TO THE UNAUDITED 

INTERIM FINANCIAL REPORT FOR THE THREE-MONTH PERIOD ENDED 31 MARCH 2006

(Financial Year Ending 31 December 2006)


A. EXPLANATORY NOTES AS PER FRS 134
1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with FRS 134: Interim Financial Reporting and the additional disclosure requirements as in Part A of Appendix 9B of the revised 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. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since year ended 31 December 2005. This interim financial report has been prepared in accordance with the same accounting policies adopted in the financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006:

FRS 2
Share-based Payment
FRS 3
Business Combinations

FRS 5
Non-current Assets 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 Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investment in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earning Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of the above new/revised FRS does not have significant financial impact on the Group except for the following:
FRS 101: Presentation of Financial statements

The presentation of minority interest have been affected by the adoption of FRS 101. With effect from 1 January 2006, minority interest at balance sheet date are presented in the consolidated balance sheet as part of equity. Minority interests in the results of the Group for the period are now presented as allocation of the total profit or loss for the period in the face of consolidated income statement. Similarly, the disclosure requirement of the revised FRS 101 dictates that total recognised income and expenses for the period be disclosed on the face of the statement of changes in equity, showing separately the amounts attributable to equity holder of the parent and minority interest.
In prior years, minority interest at the balance sheet date were presented in the consolidated balance sheet separately from liabilities and as deduction from net assets whereas minority interest in the results of the Group will also presented as a deduction before arriving at profit attributable to shareholders.

Comparative figures in respect of minority interests have been restated  to conform with the current period presentation.

2. Auditors’ Report

The auditors’ report dated 10 April 2006 in respect of the audited financial statements for the year ended 31 December 2005 was not subject to any qualification.

3. Seasonal or cyclical factors

The Group performance is normally not affected by the seasonal and cyclical factors except during the first quarter whereby production time is shorter due to festive seasons and holidays.

4. Extraordinary and exceptional items

There were no extraordinary and exceptional items during the financial quarter under review and financial year to date.

5. Changes in estimates

There were no material changes in estimates during the financial quarter under review and financial year to date.

6. Issuance and repayment of debt and equity securities etc

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the current financial quarter to date except:-

The issuance of 3,000, 36,000 and 35,000 ordinary shares of RM1.00 each at RM1.50, RM1.58 and RM2.21 per share respectively to eligible employees pursuant to Company’s Employees Share Option Scheme (“ESOS”).

7. Dividend paid

No dividend was paid by the Company during the financial quarter ended 31 March 2006.
8.   Segmental reporting

No segmental reporting has been prepared as the Group’s activities involve only one sector of operations which is carried out in Malaysia.

9.   Property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.

8. Capital commitment

There were no capital commitment in respect of capital expenditure at end of the financial period reported except as below:















      31 March 2006 
















    RM’000

Property, plant and equipment

Contracted but not provided for in the financial statements

                   673     

9. Material events subsequent to the end of the period reported

There were no material events subsequent to the end of the financial period reported.

10. Changes in the composition of the Group

There were no changes in the composition of the Group during the financial period under review.
11. Contingent liabilities

There were no changes of contingent liabilities since the end of the previous financial year.

B. ADDITIONAL INFORMATION REQUIRED UNDER BURSA MALAYSIA LISTING REQUIREMENTS

1. Review of the performance of the Company and its principal subsidiaries

The lower profit before income tax in this reporting quarter and cumulative financial year to date as compared to the results in corresponding period last year are due to the decreased demand of fasteners and also the higher cost of material as compared to the first quarter of the preceding financial year.

2. Material changes in the Quarterly Results compared to the results of the preceding quarter

The Group recorded revenue of RM47.6 million and profit before income tax of RM7.3 million in this reporting quarter compared to RM51.0 million and RM3.6 million respectively, as recorded in the preceding quarter.

The lower revenue in this quarter is due to the decrease in demand of fasteners whilst the higher profit before income tax for this quarter is due to the lower cost of materials as compared to the preceding quarter.

3. Prospects for the current financial year

The Group will further focus on the core business besides seeking  to tap into high-margin product lines in the coming financial periods.  The Group will continue to improve operating efficiency and control costs in order to improve performance.

Barring unforeseen circumstances, the Board of Directors is confident that the Group will achieve a satisfactory level of profitability for the current financial year.

4. Variance of actual profit from forecast profit

Not applicable.

5.  Taxation

The taxation of the financial periods under review are as follows:
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There were no material variance between the effective and statutory rate for the current quarter and financial year to date.

6.    Profit/ (losses) on sale of unquoted investment and/or properties

There were no sales of unquoted investment and/or properties for the financial period under review.

7.  Quoted securities

There were no purchases or disposals of quoted shares for the current financial year to date

.

8.  Status of corporate proposals

There will no corporate proposal announced during the period under review.
9.   Group borrowings and debt securities

The Group borrowings and debt securities are as follows:
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       Bank borrowings - unsecured

         Bankers' acceptances

4,964

                    

 

3,644

                    

 


10. Off balance sheet financial instruments

As at 19 May 2006 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), the Group had contract maturing in the next 31 days to 137 days purchase RM15.140 million in foreign currency ( USD 3.65 million and EUR 0.45 million) at the spot rate on that date.

The Group has no significant concentrations of interest rate risk, credit risk and liquidity and cash flow risk in relation to the above off balance sheet financial instruments as the board is of the opinion that the net exposure is not significant.

11.
Material pending litigation

The Group was not engaged in any material litigation as at 19 May 2006 (the latest practicable date which is not earlier than 7 days from the date of this quarterly report).

12. Dividend

The Board has proposed a Final Tax Exempt Dividend of 8% in respect of financial year ended 31 December 2005, subject to shareholders’ approval at the forthcoming Annual General meeting.
13. Earnings Per Share
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(b) Diluted earnings per share
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BY ORDER OF THE BOARD

Chan Wai Fen (MAICSA 7028962)

Company Secretary

Dated this 19th May 2006 
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				As at end of				As at end of

				31 March 2006				31 December 2005

				RM'000				RM'000

		Bank borrowings - unsecured

		Bankers' acceptances		4,964				3,644






_1210153184.xls
Sheet1

				3 months ended				3 months ended

				31 March				31 March

				2006		2005		2006		2005

				RM'000		RM'000		RM'000		RM'000

		(a) Basic earnings per share

		Net profit attributable to

		shareholders		5,189		10,161		5,189		10,161

		Weighted number of ordinary

		shares ('000)		84,928		83,029		84,928		83,029

		Basic earnings per share (sen)		6.11		12.24		6.11		12.24

		(b) Diluted earnings per share

		Net profit attributable to

		shareholders		5,189		10,161		5,189		10,161

		Weighted number of ordinary

		shares ('000)		84,928		83,029		84,928		83,029

		Adjustment for ESOS ('000)		- 0		1,199		- 0		1,199

		Weighted number of ordinary

		shares ('000)		84,928		84,228		84,928		84,228

		Diluted earnings per share (sen)		6.11		12.06		6.11		12.06
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						3 months ended						3 months ended

						31 March						31 March

						2006		2005				2006		2005

						RM'000		RM'000				RM'000		RM'000

		Current taxation				(2,181)		(3,984)				(2,181)		(3,984)

		Deferred taxation				95		159				95		159

						(2,086)		(3,825)				(2,086)		(3,825)






