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PART A – EXPLANATORY NOTES PURSUANT TO FRS 134
1. BASIS OF PREPARATION

The interim financial statements have been prepared under the historical cost convention except for the revaluation of leasehold land and buildings included within property, plant and equipment, investment property and prepaid lease payment.
The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31st December 2005.  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 year ended 31st December 2005.

2. CHANGES IN ACCOUNTING POLICIES
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31st December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1st January 2006:
FRS 2

Share-based Payment

FRS 3

Business Combinations

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

Interest 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
In addition to the above, the Group has also taken the option of early adoption of FRS 117: Leases for the financial period beginning 1st January 2006.

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 FRS 138: Intangible Assets

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

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit or loss. Prior to 1st January 2006, negative goodwill was amortised over the weighted average useful life of the non-monetary assets acquired, except to the extent it related to identified expected future losses as at the date of acquisition. In such cases, it was recognised in profit or loss as those expected losses were incurred. In accordance with the transitional provision of FRS 3, the negative goodwill as at 1st January 2006 of RM11,267,000 was derecognized with a corresponding increase in retained earnings.
b) FRS 101: Presentation of Financial Statements

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.
c) FRS 117: Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payment and are amortised on a straight-line basis over the lease term. Prior to 1st January 2006, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment losses.
Upon the adoption of the revised FRS 117 at 1st January 2006, the unamortised revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed in Note 3, certain comparative amounts as at 31st December 2005 have been restated.
d) FRS 140: Investment Property

The adoption of this new FRS has resulted in the reclassification of certain assets from Property, plant and equipment to Investment property. As cost model is adopted, the investment property is measured at depreciated cost less any accumulated impairment losses.
3. COMPARATIVES
The following comparative amounts have been restated due to the adoption of new and revised FRSs:

[image: image1.emf]Previously FRS 117 FRS 140

Stated (Note 2 c) (Note 2 d) Restated

RM'000 RM'000 RM'000 RM'000

At 31st December 2005

Property, plant and equipment 48,695     (14,893)     (6,629)       27,173   

Prepaid lease payments -           14,893      -            14,893   

Investment properties -           6,629        6,629     

<-----Adjustments----->


4. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 31st December 2005 was not qualified.

5. COMMENTS ABOUT SEASONAL OR CYCLICAL FACTORS

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

6. UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE
There were no unusual items affecting the assets, liabilities, equities, net income or cash flows of the Group since the last annual financial statements.

7. MATERIAL CHANGES IN ESTIMATES

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

8. DEBTS AND EQUITY SECURITIES
There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities since the last annual financial statements.
9. DIVIDEND PAYMENT

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

10. SEGMENT REPORTING

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

11. 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 2005.

12. SUBSEQUENT EVENTS

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

13. CHANGES IN COMPOSITION OF THE GROUP

There were no changes in the composition of the Group since the last annual financial statements.
14. CHANGES IN CONTINGENT LIABILITIES OR CONTINGENT ASSETS

There were no changes in contingent liabilities or contingent assets of the Group since the last annual balance sheet as at 31st December 2005 except for bank guarantees given to government authorities have been reduced by RM17,000 from RM42,250 to RM25,250 during the financial period ended 30th June 2006.
15. SHORT TERM INVESTMENT
This represents investment in unit trust funds.








  As at

     As at







        30.06.2006          31.12.2005








RM’000
   RM’000



Quoted unit trust, at cost

          -

     20,214


Market value of unit trust

          -

     20,430
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16. REVIEW OF PERFORMANCE
The Group’s revenue for the current quarter ended 30th June 2006 increased to RM77.56 million from RM57.47 million in the quarter ended 30th June 2005 while pre-tax profit increased to RM3.75 million from RM3.30 million for the respective periods.    

The sharp increase in revenue for the current quarter ended 30th June 2006 compared to the previous financial quarter ended 30th June 2005 is attributable to the increase in sales proceeds generated from the log trading activity resulted from higher sales volume and prices. Revenue from the manufacturing activity was substantially reduced as a result of much lower sales volume.
17. COMMENT ON MATERIAL CHANGES IN PROFIT BEFORE TAXATION
The Group’s profit before taxation for the current quarter ended 30th June 2006 of RM3,745,000 compared to the preceding quarter ended 31st March 2006 of RM6,384,000 represents a significant decrease of RM2,639,000 or 41.3%. This is mainly attributable to the lower profit margin on timber log trading resulted from higher cost of sales.
18. CURRENT YEAR PROSPECTS

Barring unforeseen circumstances, the Directors anticipate that the Group’s favourable performance for the first six months will continue during the second half of the year in view of the prevailing favourable log market conditions whereby demand is strong with stable price.
19. PROFIT FORECAST OR PROFIT GUARANTEE
This is not applicable to the financial quarter under review.

20. INCOME TAX EXPENSE
        3 months ended

      
       6 months ended
 30.06.2006
30.06.2005

30.06.2006
30.06.2005
   RM’000
   RM’000
 
   RM’000
   RM’000
Income tax

     4,030
     2,045
   
      6,653
     5,288
Deferred tax
    (3,766)
    (2,619)
  
     (5,537)
    (4,841)
  264
       (574)
   
      1,116
        447
  ======
  ======

    ======
  ======
21. SALE OF UNQUOTED INVESTMENTS AND PROPERTIES

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

22. PURCHASE AND DISPOSAL OF QUOTED SECURITIES

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

23. CORPORATE PROPOSALS

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









As at

As at








       30.06.2006       31.12.2005








          RM’000
           RM’000
Short term borrowings
Bank overdraft




  9,873

 14,842
Term loans





     333

      472
Hire purchase payables



       77

      113







10,283

 15,427
Long term borrowings

Term loans





       -

      133
Hire purchase payables



       -

        30







       -

      163







10,283

 15,590







======
======
All borrowings are secured.

25. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

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

26. CHANGES IN MATERIAL LITIGATION

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

27. DIVIDEND PAYABLE
No interim ordinary dividend has been declared for the financial period ended 30th June 2006 (30th June 2005: Nil).

28. EARNINGS PER SHARE

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

3 months ended             6 months ended
30.06.2006  30.06.2005  30.06.2006  30.06.2005

Net profit for the period (RM’000)
 3,481
        3,871
     9,013
7,294
Weighted average number of
ordinary shares in issue (’000)
         216,429      216,429        216,429      216,429
Basic earnings per share (sen)

     1.6

1.8
         4.2
    3.4






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

29. 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 25th August 2006.
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								<-----Adjustments----->

				Previously				FRS 117				FRS 140

				Stated				(Note 2 c)				(Note 2 d)				Restated

				RM'000				RM'000				RM'000				RM'000

		At 31st December 2005

		Property, plant and equipment		48,695				(14,893)				(6,629)				27,173

		Prepaid lease payments		- 0				14,893				- 0				14,893

		Investment properties		- 0								6,629				6,629






