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NOTES :

Note 1
Basis of Preparation 

The quarterly report is unaudited and has been prepared in accordance with FRS 1342004 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 

The quarterly report should be read in conjunction with the Group’s audited financial statements for the year ended 31 July 2006. These explanatory notes attached to the quarterly report provide an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the Group since the year ended 31 July 2006.  

Note 2 
Changes in Accounting Policies 
The significant accounting policies adopted for the preparation of this quarterly report are consistent with those adopted for the financial year ended 31 July 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial periods beginning on or after 1 January 2006:

FRS 2 


Share-Based Payment

FRS 3


Business Combination

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

Investments in Associates

FRS 131

Interests in Joint Ventures

FRS 132

Financial Instruments: Disclosure and Presentation

FRS 133

Earnings Per Share

FRS 136

Impairment of Assets

FRS 138

Intangible Assets

FRS 140

Investment Property

The Group has not early adopted the following new and revised FRSs prior to their respective effective dates of commencement as stipulated by MASB:  

FRS 6



Exploration for and Evaluation of Mineral Resources

FRS 117

Leases 

FRS 1192004
Employee Benefits

FRS 124

Related Party Disclosures

FRS 139

Financial Instruments: Recognition and Measurement 

FRS 117 and FRS 124 are effective for annual periods commencing on or after 1 October 2006 while FRS 6 and FRS 1192004 are effective for annual periods commencing on or after 1 January 2007.  The MASB has yet to determine the effective date for FRS 139.

The adoption of FRS 2, 5, 102, 108, 110, 116, 121, 127, 128, 131, 132, and 133 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a) 
FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.  

(i) 
Goodwill

Prior to 1 August 2006, goodwill was amortised on a straight-line basis over its estimated useful life of 10 years and at each balance sheet date, the Group assessed if there was any indication of impairment of the cash-generating unit in which the goodwill is attached to.  The adoption of FRS 3 and the revised FRS 136 has resulted in the Group ceasing annual goodwill amortisation.  Goodwill is now carried at cost less accumulated impairment losses and is tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired.  

In accordance with the transitional provisions of FRS 3, the Group has applied the revised accounting policy for goodwill prospectively from 1 August 2006.  The transitional provisions of FRS 3 also required the Group to eliminate the carrying amount of the accumulated amortisation as at 1 August 2006 amounting to RM11,654,000 against the carrying amount of goodwill.  The net carrying amount of goodwill as at 1 August 2006 of RM2,602,000 ceased to be amortised thereafter.  This has the effect of reducing the amortisation charges by RM306,000 in the current quarter and RM917,000 in the financial year-to-date respectively. The goodwill of the Group subsisting at 1 August 2006 shows no indications of impairment.  
(ii)
Excess of Group’s interest in the net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost (previously known as reserve on consolidation)
Prior to 1 August 2006, negative goodwill was amortised using the straight-line method over its estimated useful life, which is ten years. Under FRS 3, any excess of the Group’s interest in the net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost of acquisitions, after reassessment, is now recognised immediately in profit or loss.  In accordance with transitional provisions of FRS 3, the negative goodwill as at 1 August 2006 of RM11,534,000 was derecognised with a corresponding increase in retained earnings.

(iii)
Reclassification

To conform with the scope and definition of intangible assets under FRS 138, the Group’s comparative carrying amount of computer software of RM6,364,000 which were previously classified under property, plant and equipment have been reclassified as intangible assets. The computer software continued to be amortised on a straight-line basis over the estimated useful life of 10 years, subject to annual review for any impairment in its carrying amount. In addition, the Group’s comparative amounts of rights in timber licences of RM112,743,000 have been reclassified under intangible assets. The rights in timber licences continued to be amortised on a straight-line basis over the remaining tenure of the licence periods, which ranged between 7 and 15 years, subject to annual review for any impairment in its carrying amount. The carrying amount of the computer software and rights in timber licences as at 30 April 2007 amounted to RM4,938,000 and RM98,552,000 respectively.

(b)
FRS 140: Investment Property



To conform with the scope and definition of investment property under FRS 140, some of the Group’s long and short leasehold land previously classified under property, plant and equipment, with a carrying amount of RM11,828,000 as at 31 July 2006 have been reclassified as investment properties. The investment properties continued to be depreciated on a straight-line basis to write off the cost to its residual value over the remaining leasehold period ranging between 19 years and 810 years. The carrying amount of the investment properties as at 30 April 2007 amounted to RM15,586,000.

(c) FRS 101: Presentation of Financial Statements 

These changes in presentation have been applied retrospectively and certain comparatives have been restated as discussed above.   These changes in presentation has no material impact on the Group’s financial statements.
Note 3
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 July 2006 was not qualified.

Note 4
Seasonal or Cyclical factors

Timber operations are, to a certain extent, affected by weather condition especially for logging operations. In addition, the four seasons also had some impact on the buying patterns of traditional buyers of timber products.


Note 5
Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the current quarter and financial year-to-date.

Note 6
Changes in Estimates



There were no changes in estimates of amounts reported in prior quarters that have a material effect in the current quarter and financial year-to-date.
Note 7
Debt and Equity Securities


There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current quarter and financial year-to-date. All the shares purchased were held as treasury shares in accordance with the requirements of Section 67A of the Companies Act 1965. 

Note 8
Dividends Paid 



A first interim dividend of 8% per share (5% per share, tax exempt, and 3% per share, less 28% income tax), amounting to RM12,888,000, in respect of financial year ended 31 July 2006 was paid on 16 August 2006 to the depositors whose names appear in the Record of Depositors on 25 July 2006.

Note 9
Segmental Information


Segmental revenue and profit before taxation for the current financial year-to-date by the respective operating divisions are as follows:-

	


	Logs Trading
	
	Manufacturing
	
	Others
	
	Eliminations
	
	Consolidated

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

	Revenue
	
	
	
	
	
	
	
	
	

	External revenue
	142,123
	
	247,292
	
	10,184
	
	-
	
	399,599

	Intersegment revenue
	93,198
	
	36
	
	1,945
	
	
(95,179)
	
	-

	Total revenue
	235,321
	
	247,328
	
	12,129
	
	(95,179)
	
	399,599

	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	

	Operating profit
	12,464
	
	60,474
	
	(756)
	
	-
	
	72,182

	Finance costs
	
	
	
	
	
	
	
	
	(949)

	Profit before tax
	
	
	
	
	
	
	
	71,233

	Income tax expense
	
	
	
	
	
	
	
	
	(14,661)

	Profit for the period
	
	
	
	
	
	
	
	56,572


Note 10
Valuations of Property, Plant and Equipment 

There has been no valuation undertaken for the Group’s property, plant and equipment since the last annual financial statements. 

Note 11
Subsequent Events

The Company had on 3 May 2007 entered into a Sale and Purchase Agreement (“SPA”) with Mr. Chen Sung Tsung and a related party, Unique Wood Holdings Sdn. Bhd. to acquire the entire 2,500,000 ordinary shares of RM1 each in the capital of Borneo Lumber Industries Sdn. Bhd. (“BLI”) for a total cash consideration of RM8,000,000 only. The sale and purchase of the said shares are subject to the professional valuation report and the satisfactory outcome of due diligence audit being obtained within three months from the date of the SPA. Foreign Investment Committee of the Prime Minister Department ("FIC") had, vide their letter dated 8 June 2007, informed that FIC has no objection to the acquisition of shares in BLI by the Company.


On 8 May 2007, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of JPH Enterprise Sdn. Bhd. for a total cash consideration of RM2.


On 8 May 2007, the Company also acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of Joyful Realty Sdn. Bhd., for a total cash consideration of RM2.


On 12 June 2007, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of Blessings Realty Sdn. Bhd., for a total cash consideration of RM2.
Note 12
Changes in the Composition of the Group
On 31 October 2006, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of Diamond Plywood Sdn. Bhd., for a total cash consideration of RM2. 


On 4 December 2006, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of AA Plywood Sdn. Bhd., for a total cash consideration of RM2.


On 2 March 2007, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of Excelle Timber Sdn. Bhd., for a total cash consideration of RM2.

On 13 April 2007, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of Victory Round Sdn. Bhd., for a total cash consideration of RM2.

On 25 April 2007, the Company acquired two ordinary shares of RM1 each, which represented 100% of the total issued and paid-up share capital of Infrapalm Sdn. Bhd., for a total cash consideration of RM2.
Note 13
Changes in Contingent Liabilities and Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 July 2006.

Note 14
Capital Commitments

The amount of commitments for the purchase of property, plant and equipment not provided for in the quarterly report is as follows:

As at
As at


30.4.2007
31.7.2006
RM’000
RM’000


Authorised and contracted for
87,227
1,785


Authorised but not contracted for
-
4,202
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87,227
5,987


Note 15
Review of Performance 

In the current quarter under review, the Group achieved a lower revenue of RM108.68 million, a decrease of RM23.97 million or 18% as compared to 132.65 million in the preceding year corresponding quarter. The Group achieved a lower profit before tax of RM15.77 million, a 28% decrease as compared to RM22.03 million in the preceding year corresponding quarter. 

For the current financial year-to-date, the Group recorded a higher revenue of RM399.60 million and lower profit before tax of RM71.23 million, a 4% increase and 4% decrease respectively when compared to a revenue of RM384.16 million and a profit before tax of RM74.52 million in the preceding year corresponding period. 

The increase in revenue in the current financial year-to-date was mainly attributable to the increase of export selling prices of plywood and particleboard. The decrease in profit before tax in the current quarter and financial year-to-date was mainly due to the lower profit derived from the logging operations, the impact of which was being partly counteracted by the higher profit from the manufacturing operations as a result of increase in average selling prices of plywood and particleboard, as compared to preceding year corresponding period.
Note 16
Variation in the Quarterly Results Compared to the Results of the Immediate Preceding Quarter

For the quarter under review, the Group recorded profit before tax amounting to RM15.77 million, a decrease of RM4.43 million or 22% as compared to RM20.20 million attained in the preceding quarter. The decrease in profit before tax was mainly due to lower sales volume of plywood. 

Note 17
Commentary on Prospects



The demand for the timber and timber products from our key markets is expected to sustain in the near future. The Group’s timber operations are expected to continue making positive contributions to the Group’s earnings. The Group remains committed to prudent management and will continue taking stringent measures and plans to improve efficiencies and productivity of its business operations.

Barring any unforeseen circumstances, the Group’s result is expected to be satisfactory for the remaining quarter of the financial year.

Note 18
  Profit Forecast or Profit Guarantee

The disclosure requirements for explanatory notes on the variation of actual profit after tax and   minority interest, and shortfall in profit guarantee are not applicable. 

Note 19
Income Tax Expense
The Group’s income tax expense for the current quarter and financial year-to-date were as follows:


Current 
Current Financial


Quarter
Year-To-Date
RM’000
RM’000


Income tax:




Current period provision
3,550
12,981


Overprovision in prior year
(413)
(263)


Deferred tax:


Current period provision
(358)
1,943





2,779
14,661


The Group’s effective tax rate for the current quarter and financial year-to-date was lower than the statutory rate mainly due to the utilisation of reinvestment allowance and investment tax allowance granted to subsidiaries and double deduction claimed on certain eligible expenditure. 

Note 20
Sale of Unquoted Investments and/or Properties 

There were no sales of unquoted investment and/or properties for the current quarter and financial year-to-date.

	Note 21
Purchase or Disposal of Quoted Securities

	

	  (a)
	Purchases and disposals of quoted securities 

	  (b)
	Investments in quoted securities 


There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date. There were no investments in quoted securities as at 30 April 2007.

Note 22
Status of Corporate Proposals 
There were no outstanding corporate proposals that have been announced but not completed as at the date of this announcement.

Note 23
Borrowings and Debt Securities 

	


	
	As at 

30.4.2007
	As at

31.7.2006

	Short term borrowings:
	
	RM’000
	RM’000

	Unsecured - Bank overdraft
	
	7,131
	1,977

	                  - Term loans
	
	-
	36,516

	
	
	7,131
	38,493

	Long term borrowings:
	
	
	

	Secured     - Term loans
	
	31,088
	10,596

	
	
	38,219
	49,089



There were no borrowings denominated in foreign currency.

Note 24
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of this announcement.

Note 25
Changes in Material Litigation 

There was no pending material litigation as at the date of this announcement.

Note 26
Dividend Payable


No interim dividend has been declared by the Board of Directors for the current quarter under review (previous corresponding period: 5% per share, tax exempt, and 3% per share, less 28% income tax).

Note 27
Earnings Per Share


(a) Basic earnings per share


Basic earnings per share is calculated by dividing the net profit for the period attributable to ordinary equity holders of the Company over the weighted average number of ordinary shares in issue during the period, excluding treasury shares held by the Company.

	
	Current Quarter 
	Current Financial Year-To-Date

	Profit for the period attributable to ordinary equity holders of the Company (RM'000)
	12,988
	56,572

	Weighted average number of ordinary shares in issue excluding treasury shares (‘000)
	180,000
	180,000

	Basic earnings per share  (Sen)
	7.22
	31.43




(b) Diluted earnings per share
               
               

 N/A

Note 28
Authorisation for Issue

The quarterly report was authorised for issue by the Board of Directors in accordance with a    resolution of the directors on 27 June 2007.
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