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MASB 26 – Paragraph 16

(a) Accounting policies

The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual financial statements for the year ended 31 December 2003. 

The interim financial report is unaudited and has been prepared in compliance with MASB 22, MASB 26- Interim Financial Reporting and Chapter 9 Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad) (“Bursa Malaysia”).

The interim financial report should be read in conjunction with the audited financial statements for the year ended 31 December 2003. These explanatory notes attached to the interim financial report provides 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 the year ended 31 December 2003.

(b) Audit report

The audit report of the Company’s preceding annual financial statements was not qualified.

(c) Seasonal or cyclical factors

The effect of seasonal or cyclical fluctuations, if any, are explained under Paragraph 1 & 2 of Appendix 9B Part A of the Bursa Malaysia Listing Requirements below.

(d) Unusual items

There were no unusual items during this quarter affecting assets, liabilities, equity, net income, or cash flows. 

(e) Changes in estimates of amount reported previously with material effect in current interim period

There were no estimations of amount used in our previous reporting quarter having a material impact in the current reporting quarter.
(f) Debt and equity securities 

There was no issued of share capital for the Company during the quarter ended 30 September 2004.

(g) Dividend

There was no dividend paid in respect of the period ended 30 September 2004.

(h) Segmental reporting


i)
Geographical Segments


Malaysia

RM’000
Europe

RM’000
United States of America

RM’000
Elimination

RM’000
Consolidated

RM’000

REVENUE






External sales
49,483
38,281
7,438
-
95,202

Inter-segment sales
41,534
-
-
(41,534)
-

Total revenue
91,017
38,281
7,438
(41,534)
95,202








RESULT






Segment result
21,178
(1,579)
(594)
(254)
18,751








Finance costs




(934)

Taxation




(1,994)

Profit after taxation




15,823

Minority interest




(57)

Profit for the period




15,766








ASSETS






Segment assets
125,124
36,394
10,261
(8,782)
162,997








LIABILITIES






Segment liabilities
39,845
42,566
14,173
(53,211)
43,373








OTHER INFORMATION






Capital expenditure
2,567
80
3
-
2,650

Depreciation and amortisation
3,447
43
5
-
3,495








Other non-cash expenses:






Unrealised forex loss/(gain)
(90)
-
-
-
(90)

Allowance for doubtful debts
75
-
11
-
86

Bad debts written off
4
-
68
-
72

Loss on disposal of property, plant and equipment
311
-
-
-
311









REVENUE BY GEOGRAPHICAL LOCATION OF CUSTOMERS


1.1.2004 to 30.9.2004


RM’000
%

Asia
3,437
3.61

Europe
60,888
63.96

Malaysia
8,429
8.85

United States of America
7,297
7.67

South-West Pacific
13,100
13.76

Others
2,051
2.15


95,202
100.00

ii)
Business Segments

The Group operates in a single industry and accordingly financial information by business segments is not presented.

(i) Valuations

There were no valuation of property, plant and equipment brought forward from the previous annual financial statements.  The property, plant and equipment are stated at their historical cost as at 30 September 2004.
(j) Material events subsequent to the end of the reporting period

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

(k) Changes in composition of the Group

There were no changes in the composition of the Group for the quarter 30th September 2004, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings and discontinuing operations.

(l) Changes in contingent liabilities or contingent assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2003.

Bursa Malaysia Listing Requirements 

Appendix 9B Part A

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

The Group recorded turnover for the quarter of RM33.314 million and profit before tax for the quarter of RM5.943 million. The Group’s turnover for the nine months ended 30th September 2004 was RM93.696 million and profit before tax for the nine months was RM17.817 million. There is no comparison figure for the preceding year corresponding periods as this is the first consolidated result of the Group submitted to the Bursa Malaysia Securities Berhad.

The Group’s turnover is mainly generated from its engineered hardwood flooring. 

2. Material changes in the profit before taxation for the quarter reported on as  compared with the immediate preceding quarter

There is no immediate preceding quarter’s result for comparison as this is the first quarterly results announced by the group in compliance with the Bursa Malaysia requirements in conjunction with its listing on the Main Board of Bursa Malaysia Securities Berhad.

3. Commentary on the prospects

The Board of Directors views prospect for the year 2004 financial year with guarded optimism.

It is envisaged that the global demand for hardwood timber flooring will continue to increase as timber flooring captures a bigger share of total flooring market. The Group will also keep looking out for new opportunities to expand the revenue base through new products development, branding and development of new markets. 

Barring unforeseen circumstances, the group’s performance for the financial year ending 31 December 2004 is expected to be satisfactory.

4.
Explanatory notes for any variance of actual profit from forecast profit and shortfall in the profit guarantee (only applicable to the final quarter)

Not applicable.

5. Taxation

9 months ended 

30 September 2004


RM

Tax expenses for the period:


Malaysian income tax
2,797,015

Foreign income tax
30,715




Deferred tax:


Relating to origination and reversal of temporary differences
(738,077)

Under/(over) provided in prior years
155,681




Under/(over) provided in prior years:


Malaysian income tax
(228,997)

Foreign income tax
(22,784)


1,993,553

6. The amount of profits/(losses) on any sale of unquoted investments and/or properties respectively for the current quarter and financial year-to-date

There is no disposal of unquoted investments or other properties by the Group during the financial quarter under review.

7. Particulars of any purchase or disposal of quoted securities

There is no purchase or disposal of quoted securities during the financial quarter under review.

8. Corporate Proposals 

There was no corporate proposal announced at the date of this quarterly report.

9. Group Borrowings and Debt Securities

     As at 30 Sept 2004

Total Group borrowings



- secured
RM
0

- unsecured 
RM
19,762,241





Repayable within next twelve months



- secured
RM
0

- unsecured 
RM
19,762,241





Repayable after next twelve months



- secured
RM
0

- unsecured
RM
0


All borrowings are denominated in Ringgit Malaysia.

10. Off balance sheet financial instruments

There are no financial instruments with off balance sheet risks issued during the quarter under review and as at the date of this report that might materially affect the position or business of the Group.

11. Changes in material litigation 

Save as disclosed below, neither the Company nor any of its subsidiaries is engaged in any material litigation either as plaintiff or defendant as at the date of this report and the Directors do not have any knowledge of any proceeding pending or threatened against the Company or its subsidiaries or of any facts likely to give rise to any proceedings which might materially affect the position of the Company and its subsidiaries:-

(i)
Ekowood International Berhad (formerly known as TSH Ekowood Berhad) (“Ekowood”) had on 19 September 1997 filed a suit via Suit No. 22-118-1997 in Ipoh High Court against Gopeng Land & Properties Sdn. Bhd. (“Gopeng”), Villa Technobuild Sdn. Bhd. (“Villa”) and Chuah Cheng Hoe (“CCH”) (practising as CH Chuah Associates) for loss and damages arising from the breach of contract and/or negligence on the part of the defendants as follows:

(a) 
breach of contract and/or negligence by Gopeng in carrying out the infilling works on a piece of land in the Gopeng Industrial Park in accordance with a Sale and Purchase Agreement dated 18 January 1995 between Ekowood and Gopeng resulting in severe damage to the factory buildings and associated external works (“Works”) located within and/or nearby the aforesaid land; 

(b) 
breach of contract by Villa of the construction contract dated 15 March 1995 in failing to construct the Works in a good or workmanlike manner or with good or proper materials and therefore the Works are not fit for its purpose and cannot be properly used as a wood product factory; and 

(c) 
breach by CCH of his contract of employment with Ekowood as consultant engineer and/or negligence in failing to exercise due professional skill and care in the performance of his services resulting in the Works containing serious and substantial defects which prevent the Works from being properly and efficiently used as a wood product factory. 

In the abovementioned suit, Ekowood claimed against Gopeng and Villa, inter alia, for damages of RM45,160,104.10 and general damages for loss of goodwill to be assessed by the Court and against CCH, inter alia, for the sum of RM16,284,872.89 being the amount paid to Villa under the construction contract, or alternatively, for damages to the sum of RM45,160,369.00 and general damages for loss of goodwill to be assessed by the Court. 

The suit is now fixed for case management on 25 January 2005.

The Board of Directors, in consultation with the lawyers, is of the opinion that the Company has a fair chance of succeeding in this suit.

(ii) 
Gopeng had on 8 November 2001 filed a suit against Ekowood via Suit No. 22-219-01 in Ipoh High Court in relation to the abovementioned Sale and Purchase Agreement dated 18 January 1995 made between Gopeng and Ekowood whereby Gopeng has agreed to sell and Ekowood has agreed to purchase the land in Gopeng Industrial Park. 

In the abovementioned suit, Gopeng claimed against Ekowood inter alia for specific performance of the Sale and Purchase Agreement in that Ekowood be ordered to pay to Gopeng the sum of RM3,434,457.04, interests thereon from 1 July 1997 or such other date deemed appropriate, or alternatively for vacant possession of the aforesaid land and damages pursuant to the Sale and Purchase Agreement, and general damages for breach of contract, and costs. 

Payment of the principal sum has been provided for in the accounts of Ekowood. 

Ekowood has filed its defence and counter-claim to the above suit. Ekowood counter-claimed against Gopeng for general damages, for special damages of RM45,160,104.10 being the cost of inter alia rectification of works damaged by the subsidence of the land and loss of profits, and also claimed for interest from date of judgment and costs. Gopeng has thereafter filed its reply and defence to the counter-claim. 

The suit is now pending the trial of the suit mentioned in paragraph (i) above as the 2 suits are inter-related.

The Board of Directors, in consultation with the lawyers, is of the opinion that the Company has a fair chance of defending the claim and succeeding in the counter-claim.

12. Dividend 

The Board of Directors has not recommended any interim dividend for the quarter under review.

13. Earnings per share

i)
Basic earnings per ordinary share


Current Year 

to date
Current Year 

Quarter





Net profit for the period (RM)
15,766,014
5,106,032





Weighted average number of ordinary shares in issue
151,002,789
168,000,000





Basic earnings per ordinary share (sen)
10.44
3.04

ii) Diluted earnings per ordinary share

This is not applicable to the Group.
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