HeveaBoard Berhad

(Company No. 275512-A)

(Incorporated in Malaysia)


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2004

1. Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26 - Interim Financial Reporting and should be read in conjunction with the audited consolidated financial statements of HeveaBoard Berhad and its subsidiaries (“the Group”) for the year ended 31 December 2003.

The accounting policies and method of computation used in the preparation of this interim financial report are consistent with that of the annual financial statements for the financial year ended 31 December 2003.

2. Status of Audit Qualifications

The auditors’ report on the financial statements for the year ended 31 December 2003 was not subject to any qualification.

3. Nature and Amount of Exceptional and Extraordinary Items

There were no unusual items affecting assets, liabilities, equity, net income or cash flow during the financial years under review.

4. Seasonal or Cyclical Factors

The business of the Group is not affected by any significant seasonal or cyclical factors.

5. Changes in Estimates

There were no material changes in the estimates of amounts reported in prior interim periods of the current financial year or changes in estimates  reported in prior financial year, which give a material effect in the current interim period.
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6. Taxation



Individual Quarter 

3-month Ended

Individual Quarter 

12-month Ended



Current year quarter ended 31.12.2004

Preceding year corresponding 

quarter ended 31.12.2003

Current year period to-date 31.12.2004

Preceding 

year corresponding 

period to-date 31.12.2003













RM

RM

RM

RM











Current taxation

(406,643)

      553,496

4,484,600

3,069,439

Deferred taxation 

(66,000)

-

89,400

-























   (472,643)



4,574,000



Overprovision in









 previous financial years









- current tax

-

-

(337,649)

-

- deferred tax

(31,000)

-

(213,400)

-























(503,643)

553,496

4,022,951

3,069,439











The effective tax rate of the Group for the current year period to-date was lower than the statutory tax rate mainly due to pioneer status tax incentive enjoyed by its wholly-owned subsidiary, HeveaPac of which 70% of its statutory income from the pioneer activities are exempted from tax during the pioneer period from 2 January 2002 to 1 January 2007. For the current year quarter, there is a reversal of the current taxation due mainly to the incorporation of the latest estimate of taxation liability at year end.

7. Unquoted Investment and/or Properties

There were no disposals of unquoted investment and/or properties in the quarter ended 31 December 2004.
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8. Quoted Investment


As at 31.12.2004

As at 31.12.2003


RM

RM






At cost/book value
-

80,000

At market value
-

N/A*











The quoted investment was disposed of at RM75,500.

· N/A - not applicable

9. Other Receivables, Deposits and Prepayments


As at 31.12.2004

As at 31.12.2003


RM

RM






Proceeds receivable from Issuing House 
    30,080,000

-

Others                                                                               
      2,949,330

2,370,363


     33,029,330

2,373,363






The proceeds receivable from the Issuing House are in respect of the Public Issue of 15,040,000 new ordinary shares of RM1.00 each in HeveaBoard Berhad (“Company”) at an issue price of RM2.00 per share. 


10.
 Status of Corporate Proposal
The Public Issue of 15,040,000 new ordinary shares of RM1.00 each in the Company at an issue price of RM2.00 per share was 18 times oversubscribed on its closing date on 27 December 2004 and the entire share capital of the Company of 80,000,000 ordinary shares together with 40,000,000 warrants  were listed on the Main Board of Bursa Malaysia Securities  Berhad on 12 January 2005.
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The date of the allotment of shares was on  31 December 2004 and the Company raised RM30,080,000 from the public issue. The utilisation of proceeds as at 25 February 2005 (the latest practicable date not earlier than seven (7) days from the date of issue of this report) are as follow:


Proposed

Utilisation

RM ‘000
Utilisation

As at 

25 February 2005

RM ‘000
Balance

RM’000

Repayment of Bank Borrowings
10,000
10,000
-

Balance  of 15% down payment for the second manufacturing  line
17,080
9,942
7,138

Listing Expenses
3,000
2,122
878


30,080
22,064
8,016





















11.       Changes in the Composition of the Group

There were no changes in the composition of the Group during the period under review.


12.       Borrowings and Debt Securities

The Group’s borrowings are as follows: 





As at 31.12.2004

As at 31.12.2003



RM

RM

Short term borrowings – secured





- bankers’ acceptances

13,258,000

5,597,000

- hire purchase

3,878,620

1,645,284

- term loan

151,430

3,693,478









17,288,050

10,935,762













Long term borrowings – secured





- hire purchase

5,526,077

2,190,771

- term loan

2,812,261

4,306,522









8,338,338

6,497,293
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13.  Contingent Liabilities

Corporate guarantees given to financial institutions for banking facilities and hire purchase facilities granted to a subsidiary as at 25 February 2005 (the latest practicable date not earlier than seven (7) days from the date of issue of this report) are as follow:





The

Group  

The

Company 



RM’000
  
    RM’000

Corporate guarantees

N/A

27,553













14. Subsequent Events

At the date of the issuance of this interim financial report, there were no material events subsequent to 31 December 2004 that has not been reflected in the financial statements.

15. Effect of changes in the Composition of the group

There are no changes in the composition of the Group for the current financial year to date.     
16. Off Balance Sheet Financial Instruments

There were no off balance sheet arrangements entered into nor were there any off-balance sheet financial instruments as at the date of this report. 

17. Material Litigation

The Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Group which might materially and adversely affect the financial position or business of the Group.
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18. Segmental Reporting (Analysis by activities)


Cumulative Quarter 12 month ended


Current year 

period to-date

31.12.2004



Preceding year corresponding period 

to-date 31.12.2003


Revenue

Profit Before Taxation

Revenue

Profit Before Taxation


RM’000

RM’000

RM’000

RM’000










Manufacturing








Particleboards
40,668

11,393

31,920

9,613

RTA Products
86,341

7,777

46,723

6,742










Trading








Particleboards
11,193

880

10,228

750

RTA Products
18,835

1,266

17,974

1,213










Others
-

(5)

-

(680)



















Total
157,037

21,311

106,845

17,638



















19. Dividend

The Board declared an interim dividend of 4.5 sen per ordinary share less 28% tax as at 30 June 2004 and a special dividend of 8.0 sen per ordinary share less 28% tax as at 15 September 2004. No dividend is proposed for the current quarter.
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20. Earnings per Share

The earnings per share is calculated by dividing the Group’s profit attributable to shareholders by the weighted average number of ordinary shares in the respective periods as follows:

a) Basis


31 December 2004

31 December 2003


Quarter ended

Period to-date

Quarter ended

Period to-date


RM

RM

RM

RM










Profit attributable to the

 shareholders
4,775,735

17,288,022

2,484,600

13,168,769










Weighted average number of     ordinary shares
65,001,205

65,001,205

61,010,849

61,010,849










Basic earnings per share (sen)
7.35

26.60

4.07

21.58



















b) Diluted

Profit attributable to the

 shareholders
4,775,735

17,288,022

2,484,600

13,168,769










Weighted average number of     ordinary shares
65,001,205

65,001,205

61,010,849

61,010,849

Adjustments for warrants:

· Weighted number of warrants in issue

· Number of shares that would have been issued at fair value


109,589 (1)
(109,589)(1)

109,589 (1)
(109,589)(1)

- (2)
- (2)

- (2)
- (2)

Weighted average number of ordinary shares for diluted earnings per share
65,001,205

65,001,205

61,010,849

61,010,849










Diluted earnings per share (sen)
7.35

26.60

4.07

21.58
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Note:

(1)
The number of shares deemed for the purpose of the computation to have been issued for no consideration. The exercise price and average fair value price for one ordinary share used for this computation is assumed as RM2.00.

(2)
No adjustment needed as the warrants was only issued on 31 December 2004. 

21. Review of Performance

The Group achieved a revenue of RM40.30 million for the quarter ended 31 December 2004, an increase of 25.63% over the preceding year quarter. The revenue for the 12-month ended 31 December 2004 amounted to RM157.04 million, an increase of 46.98% as compared with the corresponding preceding periods due mainly to the increase in turnover contributed by its wholly-owned subsidiary, HeveaPac Sdn Bhd which manufactures and distributes RTA furniture. 
 

In tandem with the higher turnover mentioned above, the Group achieved a profit before taxation of RM4.3 million for the current year quarter and RM21.3 million for the 12 month ended 31 December 2004, an increase of 30.1% and 20.8% over the preceding corresponding periods respectively.

22. Next Year’s Prospect

Barring any unforeseen circumstances, the Board expects to meet the 2005 forecast results.
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