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FRS 134 – 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 2004. 

The interim financial report is unaudited and has been prepared in compliance with FRS 114 – Segment Reporting, FRS 134 - 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 2004. 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 2004.

(b) Audit report

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

(c) Seasonal or cyclical factors

The effects of seasonal or cyclical fluctuations, if any, are explained under Paragraphs 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 issue of share capital for the Company during the quarter ended 31 December 2005.

(g) Dividend

There was no dividend paid in respect of the quarter ended 31 December 2005.

(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
	68,662
	50,360
	12,540
	-
	131,562

	Inter-segment sales
	47,726
	-
	-
	(47,726)
	-

	Total revenue
	116,388
	50,360
	12,540
	(47,726)
	131,562

	
	
	
	
	
	

	RESULT
	
	
	
	
	

	Segment result
	11,106
	(493)
	(122)
	4,737
	15,228

	
	
	
	
	
	

	Finance costs
	
	
	
	
	(572)

	Taxation
	
	
	
	
	(484)

	Profit after taxation
	
	
	
	
	14,172

	Minority interest
	
	
	
	
	(25)

	Profit for the period
	
	
	
	
	14,147

	
	
	
	
	
	

	ASSETS
	
	
	
	
	

	Segment assets
	181,111
	31,211
	10,805
	(54,495)
	168,632

	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	

	Segment liabilities
	27,517
	37,984
	15,406
	(49,728)
	31,179

	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	

	Capital expenditure
	2,683
	137
	-
	-
	2,820

	Depreciation and amortisation
	4,641
	84
	9
	-
	4,734

	
	
	
	
	
	

	Other non-cash expenses:
	
	
	
	
	

	Unrealised forex loss/(gain)
	(63)
	-
	-
	-
	(63)

	Written back for doubtful debts
	(364)
	-
	(8)
	-
	(372)

	Bad debts written off
	6
	3
	7
	-
	16

	Gain on disposal of property, plant and equipment
	(22)
	-
	-
	-
	(22)

	
	
	
	
	
	



REVENUE BY GEOGRAPHICAL LOCATION OF CUSTOMERS

	
	1.1.2005 to 31.12.2005

	
	RM’000
	%

	Asia
	7,150
	5.43

	Europe
	84,796
	64.45

	Malaysia
	12,078
	9.18

	United States of America
	17,193
	13.07

	South-West Pacific
	7,632
	5.80

	Others
	2,713
	2.07

	
	131,562
	100.00


ii)
Business Segments

The Group operates in a single industry and accordingly, the 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 31 Dec 2005.
(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

Save as disclosed below, there were no other changes in the composition of the Group during the quarter ended 31 December 2005, including business combination, acquisitions or disposals of subsidiaries and long-term investments, restructurings and discontinuing operations.

On 2 November 2005, TSH Products Sdn Bhd, a wholly-owned subsidiary of the Company disposed its entire shareholding in its 70% owned subsidiary, Ekowood SA, represented by 217 shares of EURO100 each to the Company. Subsequent to the disposal, Ekowood SA became a 70% owned subsidiary of the Company.

(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 2004.

Bursa Malaysia Listing Requirements 

Appendix 9B Part A

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

The Group’s turnover for the twelve months ended 31 December 2005 was RM131.562 million compared to RM127.497 million for the preceding year corresponding period, an increase of 3%.  Profit before tax for twelve months to 31 December 2005 registered a decline of 38.4% to RM14.656 million as compared to RM23.795 million for the preceding year corresponding period.
The Group’s turnover for the quarter under review eased marginally to RM31.535 million as compared to the preceding year corresponding quarter of RM32.295 million. Profitability was lower with a profit before taxation for the quarter of RM2.634 million in comparison to RM5.978 million registered in the preceding year corresponding quarter.
For the quarter under review, the Group’s primary turnover segment i.e. engineered hardwood flooring did not experience significant fluctuation as compared to the preceding year corresponding quarter.  However, the sharp decline in profit before taxation was mainly attributed to weakening of the EURO, increase in the price raw material and decrease in profit margin due to adverse variation in sales mix.
2. Material changes in the profit before taxation for the quarter reported on as compared with the immediate preceding quarter

There were no material changes in the profit before taxation for the current quarter compared to the immediate preceding quarter.
3. Commentary on the prospects

Despite the expected increase in global demand for hardwood timber flooring following the growing market share of this niche in the total flooring market, competition is expected to be keen as new entrants, especially from emerging countries such as Indonesia and China, participate in the market. The lifting of the Ringgit’s unilateral peg against the USD and the resultant revaluation is anticipated to shed some impact on the margin. The Company will continue to focus on enhancing cost efficiency and brand building measures to improve Ekowood’s competitiveness as part of its efforts to penetrate and tap into new markets.

Nonetheless, barring unforeseen circumstances, the Group’s performance for the financial year ending 31 December 2006 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

12 months ended 

31 Dec 2005
	
	RM

	Tax expenses for the period:
	

	Malaysian income tax
	1,949,288

	Foreign income tax
	13,649

	
	

	Deferred tax:
	

	Relating to origination and reversal of temporary differences
	(1,447,705)

	Under/(over) provided in prior years
	9,280

	
	

	Under/(over) provided in prior years:
	

	Malaysian income tax
	(39,777)

	Foreign income tax
	(676)

	
	484,059


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


No gain or loss was made by TSH Products Sdn Bhd on disposal of 217 shares of EURO100 each in Ekowood SA to the Company.

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 31 Dec 2005

	Total Group borrowings
	
	

	- secured
	RM
	-

	- unsecured 
	RM
	13,493,662

	
	
	

	Repayable within next twelve months
	
	

	- secured
	RM
	-

	- unsecured 
	RM
	13,493,662

	
	
	

	Repayable after next twelve months
	
	

	- secured
	RM
	-

	- unsecured
	RM
	-



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 

There is no change to the status of the material litigations since the last quarter as reported below except that the suit is now fixed for trial on 1 November 2006 to 3 November 2006:- 

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 trial on 1 November 2006 to 3 November 2006.

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 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 

(a)
(i)
As announced, the Board of Directors has recommended a final tax exempt dividend of 2.5 sen for the financial year ended 31st December 2005 subject to the approval of shareholders at the forthcoming Annual General Meeting to be held at a date to be determined by the Board of Directors.

(ii) Amount per share: 2.5 sen 

(iii) The previous corresponding period: 2.5 sen

(iv) The final tax exempt dividend shall be payable within 1 month from the date of entitlement/books closure date

(v) In respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at a date which will be within 3 months from the date on which approval is obtained in a general meeting

(b)
The Company has not declared any dividend for the current financial year

13. Earnings per share

i)
Basic earnings per ordinary share

	
	Current Year 

to date
	Current Year 

Quarter

	
	
	

	Net profit for the period (RM)
	14,147,370
	2,357,406

	
	
	

	Number of ordinary shares
	168,000,000
	168,000,000

	
	
	

	Basic earnings per ordinary share (sen)
	8.42
	1.40


ii) Diluted earnings per ordinary share

This is not applicable to the Group.
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