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Selected Explanatory Notes to the Interim Financial Statements for the year ended 31 December 2011
A1
Accounting policies
The interim financial statements of the Group are unaudited and have been prepared in accordance with Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and paragraph 9.22 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”). 

Changes in accounting policies

The accounting policies adopted in the interim financial statements are consistent with those adopted in the most recent annual audited financial statements for the year ended 31 December 2010, except for the following:
The Group identifies business segment using a risks-and-rewards approach, with the Group’s system of internal financial reporting to key management personnel serving only as the starting point for the identification of such segment. With effect from 1 January 2011, the Group changed and presented its business segments based on industry segments as disclosed in A8 so as to better reflect the nature of the Group’s principal activities. Since this change impacts only presentation and disclosure aspects, there is no impact on earnings per ordinary share.
Adoption of New and Revised FRSs, Issues Committee Interpretations (“IC Interpretation”) and Amendments
In the current year ended 31 December 2011, the Group adopted the following new and revised FRSs and IC Interpretations (including their consequential amendments) which are applicable to its financial statements and are relevant to its operations:

	FRS 1
	First-time Adoption of Financial Reporting Standards (Revised)

	FRS 1
	First-time Adoption of Financial Reporting Standards (Amendments relating to limited exemption from Comparative FRS 7 Disclosures for First-time Adopters)

	FRS 1
	First-time Adoption of Financial Reporting Standards (Amendments relating to additional exemption for First-time Adopters)

	FRS 3
	Business Combinations (Revised)

	FRS 5
	Non-current Assets Held for Sale and Discontinued Operations (Amendments relating to plan to sell the controlling interest in a subsidiary)

	
	

	Forward
	

	FRS 7
	Financial Instruments: Disclosures (Amendments relating to improving disclosures about financial instruments)

	FRS 127
	Consolidated and Separate Financial Statements (Revised)

	FRS 132
	Financial Instruments: Presentation (Amendments relating to classification of rights issue)

	FRS 138
	Intangible Assets (Amendments relating to additional consequential amendments arising from FRS 3)

	FRS 139
	Financial Instruments: Recognition and Measurement (Amendments relating to eligible hedged items, reclassification of financial assets, reclassification of financial assets – effective date and transition, embedded derivatives and revised FRS 3 and Revised FRS 127)

	Improvements to FRSs (2010)

	IC Interpretation 4
	Determining whether an arrangement contains a lease

	IC Interpretation 9
	Reassessment of Embedded Derivatives (Amendments relating to scope of IC Interpretation 9 and revised FRS 3)

	IC Interpretation 18
	Transfers of Assets from Customers

	
	


The adoption of the above new and revised FRSs, IC Interpretations and Amendments to FRS do not have significant impact on the financial statements of the Group.
In addition, on 19 November 2011, the MASB issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards Framework (MFRS Framework) in conjunction with its planned convergence of FRSs with International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board on 1 January 2012.
The MFRS Framework is a fully IFRS-compliant framework, equivalent to IFRSs which is mandatory for adoption by all Entities Other than Private Entities for annual periods beginning on or after 1 January 2012, with the exception for Transitioning Entities. Transitioning Entities, being entities which are subject to the application of MFRS 141 Agriculture and/or IC Interpretation 15 Agreements for the Construction of Real Estate are given an option to defer adoption of the MFRS Framework for an additional one year. Transitioning Entities also includes those entities that consolidates, equity accounts or proportionately consolidates an entity that has chosen to continue to apply the FRS Framework for annual periods beginning on or after 1 January 2012.
Accordingly, the Group which are not Transitioning Entities will be required to apply MFRS 1 First-time Adoption of Malaysian Financial Reporting Standards (MFRS 1) in their financial statements for the financial year ending 31 December 2012, being the first set of financial statements prepared in accordance with the new MFRS Framework. Further, an explicit and unreserved statement of compliance with IFRSs will be made in these financial statements.

The Group is currently assessing the impact of adoption of MFRS 1, including identification of the differences in existing accounting policies as compared to the new MFRSs and the use of optional exemptions as provided for in MFRS 1. As at the date of announcement, the accounting policy decisions or elections have not been finalised. Thus, the impact of adopting the new MFRS Framework on the Group’s first set of financial statements prepared in accordance with the MFRS Framework cannot be determined and estimated reliably until the process is complete.
At the date of announcement, the new and revised Standards and IC Interpretations which were in issue but not yet effective and not early adopted by the Group are as listed below:
	FRS 7
	Financial Instruments: Disclosures (Amendments relating to Disclosures – Transfer of Financial Assets)1

	FRS 9
	Financial Instruments (IFRS 9 issued by IASB in November 2009) 2

	FRS 9
	Financial Instruments (IFRS 9 issued by IASB in October 2010) 2

	FRS 10
	Consolidated Financial Statements2 

	FRS 11
	Joint Arrangements2

	FRS 12
	Disclosures of Interests in Other Entities2

	FRS 13
	Fair Value Measurement2

	FRS 101
	Presentation of Financial Statements (Amendments relating to Presentation of Items of Other Comprehensive Income)3

	FRS 112
	Income Taxes (Amendments relating to Deferred Tax – Recovery of Underlying Assets)1

	FRS 119
	Employee Benefits (2011)2

	FRS 124
	Related Party Disclosure (Revised)1 

	FRS 127
	Separate Financial Statements (2011)2

	FRS 128
	Investments in Associates and Joint Ventures (2011)2

	IC Interpretation 14
	FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and Their Interaction (Amendments relating to prepayments of a minimum funding requirement)4

	IC Interpretation 19
	Extinguishing Financial Liabilities with Equity Instruments4

	IC Interpretation 20
	Stripping Costs in the Production Phase of a Surface Mine2


1 Effective for annual periods beginning on or after 1 January 2012
2 Effective for annual periods beginning on or after 1 January 2013

3 Effective for annual periods beginning on or after 1 July 2012

4 Effective for annual periods beginning on or after 1 July 2011
The directors anticipate that the adoption of the above standards and IC Interpretations, when they become effective, are not expected to have material impact on the financial statements of the Group in the period of initial application.
A2
Declaration of audit qualification
The audit report on the Group’s preceding annual audited financial statements was not subject to any qualification.

A3
Seasonal or cyclical factors
The Group’s operations were not materially affected by any seasonality or cyclicality in the quarter under review.

A4
Unusual items affecting assets, liabilities, equity, net income or cash flows
There was no item of material and unusual nature, which would adversely affect the Group’s assets, liabilities, equity, net income or cash flows for the current financial year to date.

A5
Change in estimates
There were no material changes in estimates of amounts reported in prior financial years.

A6
Debts and equity securities
On 18 June 2005, the Company granted to Eligible Employees of the Group 4,358,000 ordinary shares of RM1.00 each at the option price of RM1.00 per share pursuant to the Employees’ Share Option Scheme (“ESOS”). Pursuant to the Company’s Bye-Laws, the Company had extended the duration of ESOS for another five (5) years from 8 October 2009 to 7 October 2014. The terms of share options outstanding for the year under review are as follows:

	ESOS
	Date granted 
	Granted

’000
	Exercised

’000
	Cancelled/

Lapsed

’000
	As at 31 December
 2011
’000
	Option Price per ordinary share

RM
	Date of expiry



	1st Option
	18/6/2005
	4,358
	-
	(2,416)
	1,942
	1.00
	7/10/2014


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current financial year to date except as stated above.

A7
Dividend paid

There was no dividend paid by the Company since the end of the previous financial year.

A8
Segmental reporting
Segmental reporting for the financial year ended 31 December 2011:

	
	Investment
	
	
	Property
	Elimination
	Consolidated

	
	holding
	Manufacturing
	Trading
	development
	
	

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

	Revenue
	
	
	
	
	
	

	External 
	         -
	  27,602
	1,586
	-
	-
	29,188

	Inter-segment  
	     1,347
	     7,233
	   2,297
	-
	(10,877)
	         -

	Total revenue
	     1,347
	34,835
	3,883
	-
	(10,877)
	29,188

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment results
	(763)
	4,353
	(208)
	(5)
	(127)
	3,250

	Interest expense
	
	
	
	
	
	(742)

	Interest income
	
	
	
	
	
	113

	Profit before tax
	
	
	
	
	
	2,621

	Income tax 

  expense
	
	
	
	
	
	(369)

	Net profit for

  the year
	
	
	
	
	
	2,252


A9
Valuation of property, plant and equipment
The valuation of property, plant and equipment has been brought forward without amendment from the previous annual audited financial statements.

A10
Subsequent material events
There was no item of material and unusual nature, which would adversely affect the Group’s assets, liabilities, equity, net income or cash flows for the current financial year to date.

A11
Changes in composition of the Group
There were no changes in the composition of the Group for the current financial year to date. 

A12
Contingent liability

The Group has no contingent liability for the current financial year to date.
Listing Requirements of Bursa Malaysia Securities Berhad – Part A of Appendix 9B

B1
Review of performance

The Group’s revenue for the current financial quarter compared to the previous corresponding quarter decreased by RM2.42 million caused by lower revenue from manufacturing and trading segments. 
Manufacturing segment
Revenue from manufacturing segment decreased from RM8.32 million to RM6.07 million over the corresponding quarter due to the decreased in demand from customers of door and window frames and CKD rubber wood furniture during the quarter under review. 

Trading segment
Revenue from trading segment decreased from RM0.63 million to RM0.46 million over the corresponding quarter due to the decreased in demand from customers. 

Overall, the Group registered a profit before tax of RM1.42 million for the current financial quarter as compared to a profit before tax of RM0.36 million in previous corresponding quarter. The increase in profit before tax was due to recovery of allowance for doubtful debts from manufacturing segment in the current financial quarter.
B2
Comparison with the immediate preceding quarter’s results

The Group posted a profit before tax of RM1.42 million for the current financial quarter as compared to profit before tax of RM0.06 million in the immediate preceding quarter. The increase in profit before tax was due to recovery of allowance for doubtful debts and fair value adjustment on investment properties in the current financial quarter.
B3
Prospects

The Group’s business segments are expected to operate in a challenging environment in 2012. However, the Group’s prospects for the financial year ending 31 December 2012 are expected to be positive as the Group will continue to improve its efficiency and focus on better margin product mix to improve the Group’s profitability.
B4
Profit forecast or profit guarantee

Not applicable as there was no profit forecast/guarantee published.

B5
Profit before tax
Profit before tax is arrived at after charging/(crediting) the following:

	
	2011
	2011

	
	Current quarter
	12 months

	
	ended 31 December
	Cumulative to date

	
	RM’000
	RM’000

	
	
	

	Allowance for doubtful debts

    no longer required
	    (1,381)
	  (1,496)

	Interest income
	         (27)
	     (113)

	Allowance for slow moving 

    inventories no longer required
	           (1)
	        (4)


Interest expenses




169


742
Depreciation and amortisation


248


985
Allowance for doubtful debts



530


530
Foreign exchange loss




    -


    9
Other disclosure items pursuant to Appendix 9B Note 16 of the Listing Requirements of Bursa Malaysia Securities Berhad are not applicable.
B6
Income tax expense
	
	2011
	2011

	
	Current quarter
	12 months

	
	ended 31 December
	Cumulative to date

	
	RM’000
	RM’000

	Estimated tax payable:
	
	

	  Current

  Over provision in prior year
	14
(19)
	481
(17)

	Deferred tax
	(95)
	(95)

	
	(100)
	369


The effective tax rate on the Group’s profit is lower than the statutory rate mainly due to utilisation of unabsorbed tax losses brought forward in certain subsidiary company.
B7
Status of corporate proposals 

There was no corporate proposal announced but not completed at the date of issuance of the interim financial statements.

B8
Group borrowings

Group borrowings for the financial year ended:

	
	
	
	Total

	
	
	
	RM’000

	Secured: 
	
	
	

	  Short term borrowings
	
	
	8,810

	  Long term borrowings
	
	
	2,761

	
	
	
	11,571



The Group does not have any borrowings denominated in foreign currency.

B9
Material litigation

Material litigation as at the date of issuance of the year-end financial statements are as follows: 

(a) On 6 February 2008, Woodlandor Roof Systems Sdn Bhd (“WRS”) had filed a legal suit at the Shah Alam High Court, Summon No. MT3-22-209-2008 (Sealed copy of the said Summons was extracted from the Court on 11 March 2008) claiming against Syarikat Yean Tat (M) Sdn Bhd (“the Defendant”) for the sum of RM634,418.25 as at 31 December 2006 for goods sold and delivered to the Defendant.  At the hearing of 10 June 2010, the Court file had been misplaced. WRS had been advised to withdraw this case and to file afresh. The new case number is 22-872-2010. The file has been misplaced again when the Court relocated, we had been advised to file a fresh summon and the new case number is 22NCVC-762-2011. At the case management on 23 August 2011, the Court has fixed a further case management on 17 November 2011 for parties to file in their Bundle of Documents. During the case management on 17 November 2011, Parties have filed in their respective Bundle of Documents. Further case management has been fixed on 10 February 2012 and full trial has been fixed on 10 & 11 May 2012.
(b) On 14 January 2009, Woodlandor Roof Systems Sdn. Bhd. (“WRS”) was served with a Writ of Summons [D7-22-2373-2008] by H.G. Timber Merchant Sdn. Bhd. (“HGTM”) for the sum of RM1,021,706.94 on goods allegedly sold and delivered to WRS and overdue interest of RM214,796.68 totaling RM1,236,503.62 as at 1 March 2008. WRS disputes the amount claimed by HGTM and the Solicitor has filed a Defence Set Off and Counter Claim. HGTM has filed an Application for Summary Judgment. The matter was fixed for hearing on 14 September 2009. The hearing of the Application for Summary Judgment proceeded on 14 September 2009 and the Learned Judicial Commissioner has ruled that WRS shall pay HGTM the sum of RM410,902.44 only with no order as to costs. The balance sum, interests and WRS’s Counter-Claims against the HGTM shall go for trial. WRS has paid the sum of RM410,902.44 to HGTM. The matter which was fixed for Mediation on 23 June 2010 before the Judge could not be resolved. The matter was then fixed for final case management on 12 November 2010 and full trial on 15, 16 and 17 December 2010. However, the trial on 15 December 2010 was vacated and held on 16 and 17 December 2010 accordingly and continued on 20, 21, 27 and 29 December 2010. Subsequently, the matter came up for Decision on the evening of 25 January 2011 and the Learned Judge had ordered as follows:-
1. Judgement for the HGTM for the principal sum of RM1,021,706.94 and interest at 8% per annum from the date of judgement until the date of realization; 

2. Judgement for the WRS for the total sums of RM610,804.50 together with interest at the rate of 8% per annum from the date of judgement until the date of realization; and
3. Each party to bear their respective costs.
HGTM has filed an appeal against the Learned Judge’s decision given on 25 January 2011 and no date has been fixed for appeal yet.
B10
Dividend  

No interim dividend was recommended for the current quarter and financial year to date.

B11
Earnings per Ordinary Share
	
	
	2011
	2010
	2011
	2010

	
	
	Current
	Comparative
	
	

	
	
	Quarter ended 31
	Quarter ended 31
	12 months

Cumulative
	12 months

Cumulative

	
	
	December
	December
	to date
	to date

	a)
	Profit attributable to ordinary shareholders (RM’000)
	1,517
	179
	2,252
	356

	
	
	
	
	
	

	b)
	Weighted average number of ordinary shares (’000)
	
	
	
	

	
	No. of ordinary shares at beginning of year
	40,001
	40,001
	40,001
	40,001

	
	Effect of shares issued
	-
	-
	-
	-

	
	No. of ordinary shares at end of year
	40,001
	40,001
	40,001
	40,001

	
	
	
	
	
	

	c)
	Earnings per ordinary share (sen)
	
	
	
	

	
	- Basic
	3.79
	0.45
	5.63
	0.89

	
	
	
	
	
	

	
	- Diluted
	Note
	Note
	Note
	Note


Note:

Fully diluted earnings per share for the current quarter has not been disclosed as the average exercise price of the share options granted pursuant to the ESOS is above the average fair value of the Company’s shares during the current quarter. The potential effect of the conversion of such options would be anti-dilutive.
B12
Realised and Unrealised Profits/(Losses) Disclosure

	
	As at

31 December  
2011
RM’000
	As at

 31 December 2010

RM’000

	Total accumulated profit/(losses) of the Company and its subsidiaries:
	
	

	· Realised
	1,755
	115

	· Unrealised
	832
	93

	
	2,587
	208

	
	
	

	Less: Consolidation adjustments
	(4,216)
	(4,089)

	
	
	

	Total Group accumulated losses 
	(1,629)
	(3,881)


