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PART A – EXPLANATORY NOTES PURSUANT TO MASB 26

1. BASIS OF PREPARATION

The interim financial statements are unaudited and have been prepared in accordance with MASB26: Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of the Malaysia Securities Exchange Berhad.

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

The same accounting policies and method of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31st December 2003 except for the following accounting policies which were adopted for the first time during the interim financial statements under review :-

i) Log Purchasing Rights

This represents the exclusive rights granted to a subsidiary company to purchase all commercial timber logs to be extracted from a timber concession area situated at Ulu Segama  Forest Reserve.

Log purchasing rights are stated at cost less accumulated amortisation and impairment losses.

The log purchasing rights are amortised on the basis of the volume of timber logs purchased during the financial period as a proportion of  the total volume of timber logs extractable over the remaining period from the timber concession area.

ii) Basis of Consolidation 

Save for acquisition of subsidiary companies that meets the conditions of a merger, subsidiary companies are consolidated using the acquisition  method of accounting. Under the acquisition method of accounting, the results of subsidiaries acquired or disposed of during the financial year are included in the consolidated income statement from the effective date of acquisition or up to the effective date of disposal, as appropriate. The assets and liabilities of the subsidiaries are measured at their fair values at the date of acquisition. The difference between the cost of an acquisition and the fair value of the Group’s share of the net assets of the acquired subsidiary at the date of acquisition is included in the consolidated balance sheet as goodwill or negative goodwill arising on consolidation.  

The gain or loss on disposal of a subsidiary company is the difference between net disposal proceeds and the Group’s share of its net assets together with any unamortised balance of goodwill and exchange differences.

iii) Negative Goodwill

Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable assets and liabilities of a subsidiary at the date of acquisition over the cost of acquisition. 

Negative goodwill, not exceeding the fair values of the non-monetary assets acquired is recognised in the income statement over the weighted average useful life of those assets, or at the rate equivalent to the volume of timber logs purchased during the financial period as a proportion of the total volume of timber logs extractable  over the remaining period from the timber concession area as applicable. Negative goodwill in excess of the fair values of the non-monetary assets acquired is recognised immediately in the income statement.

The adoption of the above accounting policies has not given rise to any adjustments to the opening balances of retained profits as at 1st January 2003 and 1st January 2004.

2. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 31st December 2003 was not qualified.

3. SEASONAL OR CYCLICAL FACTORS

This is not applicable to the interim financial statements under review.

4. UNUSUAL ITEMS

There were no unusual items affecting the assets, liabilities, equities, net income or cash flows of the Group since the last annual financial statements.

5. MATERIAL CHANGES IN ESTIMATES

This is not applicable to the interim financial statements under review.

6. ISSUANCE OF DEBTS AND EQUITY

There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities except for ordinary shares issued for the acquisition of subsidiary. On 17th June 2004, the Company issued 171,428,571 new ordinary shares of RM1.00 each at an issue price of RM1.05 per share amounting to RM180,000,000 as full discharge of  purchase consideration for the acquisition of Rintisan Bumi (M) Sdn. Bhd.

7. DIVIDEND PAYMENT

There were no dividend payment since the last annual financial statements.

8. SEGMENT REPORTING

This is not applicable to the interim financial statements under review.

9. CARRYING AMOUNT OF REVALUED ASSETS

The valuations of property have been brought forward without amendment from the financial statements for the year ended 31st December 2003.

10. SUBSEQUENT EVENTS

There were no material events subsequent to the interim financial statements under review as at the date of this announcement.

11. CHANGES IN COMPOSITION OF THE GROUP

There were no changes in composition of the Group since the last annual financial statements except for the acquisition of the entire issued and paid up capital of Rintisan Bumi (M) Sdn. Bhd.

12. 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 31st December 2003 except for bank guarantees totaling RM10,750 given to government authorities during the financial period ended 30th September 2004. 
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13. REVIEW OF PERFORMANCE

The Group’s revenue for the current quarter ended 30th September 2004 increased to RM60.99 million from RM33.08 million in the quarter ended 30th September 2003 while pre-tax profit increased to RM2.75 million from pre-tax loss of RM1.09 million for the respective periods.    

The substantial increase in revenue for the current quarter ended 30th September 2004 compared to the previous financial quarter ended 30th September 2003 is due to the inclusion of revenue from the trading of timber logs by the newly acquired subsidiary – Rintisan Bumi (M) Sdn Bhd.

The turnabout in pre-tax profit for the current quarter ended 30th September 2004  from pre-tax loss in the previous financial quarter ended 30th September 2003 is attributable to profit derived from trading of  logs.

14. MATERIAL CHANGES IN QUARTERY RESULTS

The Group recorded a pre-tax profit of RM2,751,000 for the financial quarter ended 30th September 2004 compared to pre-tax loss of RM2,259,000 in the preceding quarter. The favourable variance of RM5,010,000 was due to the positive contribution of the log trading activity.

15. CURRENT YEAR PROSPECTS

In view of the persisting robust log market conditions, the Directors anticipate that the Group will perform favourably during the final quarter of the year.

16. VARIANCE ON PROFIT FORECAST OR PROFIT GUARANTEE

This is not applicable to the financial quarter under review.

17. TAXATION

The effective tax rates for both three months and six months ended 30th September 2004 are higher than the statutory tax rate principally due to losses suffered by certain subsidiaries which cannot be set off against taxable profit made by other subsidiary.

18. SALE OF INVESTMENTS AND/OR PROPERTIES

There were no sales of investments and/or properties for the financial quarter under review.

19. PURCHASE AND DISPOSAL OF QUOTED SECURITIES

There were no purchase and disposal of quoted securities for the financial quarter under review.

20. STATUS OF CORPORATE PROPOSALS

There were no corporate proposals announced but not completed as at the date of this announcement.

21. BORROWINGS

Total borrowings of the Group as at 30th September 2004 are as follows:-







          RM’000

a) Short Term

Bank overdraft



15,021

Banker acceptances



     896

Export credit refinancing


11,792

Term loans




     906



Hire purchase payables


     183

28,798

b) Long Term

Term loans




   750

Hire purchase payables  


   191

     941






29,739





=====

All borrowings are secured.


22. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

The Group does not have any off balance sheet financial instruments as at the date of this announcement.

23. CHANGES IN MATERIAL LITIGATION

This is not applicable to the interim financial statements under review.

24. DIVIDEND

There was no declaration of dividend for the financial quarter under review.

25. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the net profit or loss for the period by the weighted average number of ordinary shares in issue during the period.








3 months
9 months








   ended
   ended

30.09.2004 30.09.2004

Net profit / (loss) for the period (RM’000)
     1,464
    (5,243)

Weighted average number of


 216,429
 110,694

ordinary shares in issue (’000)

Basic earnings per share (sen)


      0.68
     (4.74)








  =====
   =====

The basic earnings per share is not subject to dilution as there is no dilutive effect of any potential ordinary shares.

26. AUTHORISATION FOR ISSUE

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 30th November 2004.

