NOTES TO THE INTERIM FINANCIAL STATEMENTS

A1. 
ACCOUNTING POLICIES


The unaudited interim financial statements for the financial quarter under review have been prepared in accordance with the requirement of MASB26 : Interim Financial Reporting and paragraph 9.22 of  the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”). 

The interim financial statements should be read in conjunction with the annual audited financial statements of the Group for the year ended 31 October 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 financial year ended 31 October 2005.

The same accounting policies, methods of computation and basis of consolidation are followed in the interim financial statements as compared with those used in the preparation of the annual audited financial statements for the year ended 31 October 2005.

A2.
AUDITOR’S REPORT ON PRECEDING ANNUAL FINANCIAL

STATEMENTS


The auditor’s report on the financial statements for the year ended 31 October 2005 was not qualified.

A3.
SEASONAL OR CYCLICAL FACTORS


The principal business operations of the Group has historically shown moderate seasonality, where production and sales of furniture are generally lower in the beginning of the calendar year due to the local festive period as well as the summer holiday in the middle of the year.

A4.
EXCEPTIONAL, EXTRAORDINARY OR UNUSUAL ITEM


There was no item of exceptional, extraordinary or unusual in nature, size or incidence in the financial quarter under review.

A5.
CHANGES IN ESTIMATE


Not applicable.

A6.
ISSUANCE, REPURCHASE AND CANCELLATION OF SHARES



ESOS


During the financial quarter ended 31 July 2006, no new shares have been issued to eligible employees under the Poh Huat Employees’ Share Option Scheme (“ESOS”).  


Warrants 2003/2008


During the financial quarter ended 31 July 2006, no new shares have been issued from the exercise of the Warrants 2003/2008 issued by the Company.

Save for the above, the Company has not issued any other shares, debt or convertible securities. 


Share Buy-Back

The Company has been authorised by shareholders to re-purchase its own shares but has not purchased any of its own shares during the financial year. As such, there are no shares being resold, cancelled or retained as treasury shares by the Company.

A7.
DIVIDENDS PAID


The Company had on 22 May 2006 paid dividends totalling RM1,744,402, being the first and final tax-exempt dividend of 2% for the financial year ended 31 October 2005. 


A8.
SEGMENTAL REPORTING


No segmental reporting by activities is prepared as the Group is principally involved in a single line of business, namely the manufacture and sale of furniture.  

The Group has overseas investments and operations. The year-to-date segmental report by geographical location is as follows:-



Turnover
Profit / (Loss)




Before Tax



Year to Date 
Year to Date



RM’000
RM’000


Malaysia
  169,727
 4,220
Vietnam
 93,173
(886)

South Africa
7,174
 979


 ----------
----------

Total
270,074
4,313

 ======
 ======



A9.
CARRYING AMOUNT OF REVALUED ASSETS


The carrying values of land and buildings have been brought forward, without amendments from the previous annual financial statements.

A10.
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE PERIOD

There were no material events subsequent to the period ended 31 July 2006 that have not been reflected in the financial statements of the interim period.




A11.
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the current quarter ended 31 July 2006.

A12.
CHANGES IN CONTINGENT LIABILITIES/ASSETS


There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 October 2005.
A13.
CAPITAL COMMITMENT


As at 31 July 2006, there are no capital commitments incurred by the Group.

A14.
SIGNIFICANT RELATED PARTY TRANSACTIONS




Quarter
Year




Under Review
To Date







RM’000
RM’000





Purchase of packaging materials by 

            
      
the Poh Huat Group from the Ornapaper 
1,849
          4,863
Group of companies #


 
# 
Mr Tay Kim Huat, the Managing Director and major shareholder of the Company has, with effect 1 August 2004, became a director and substantial shareholder of Ornapaper Vietnam Co Ltd, a 55% owned subsidiary of Ornapaper Berhad
BMSB LISTING REQUIREMENTS

B1.
PERFORMANCE REVIEW

The Group’s revenue for the current quarter ended 31 July 2006 increased to RM101.61 million compared to the RM92.70 million recorded in the previous year’s corresponding quarter ended 31 July 2005. The profit before taxation for the current quarter is however lower at RM0.99 million compared to RM1.55 million achieved in the previous year’s corresponding quarter ended 31 July 2005. 

The improvement in the Group’s revenue is attributable mainly to the continuous improvement in the production level in and capacity utilisation of its factories in Vietnam. Shipment of furniture from the Malaysian operations continued with its sustained level of growth.

The lower profit before taxation was the result of erosion of profit margins for both the Malaysian and Vietnamese operations. During the quarter under review, the Malaysian and Vietnamese operations experienced marked increase in raw material prices, particularly wood-based and finishing materials. The Vietnamese operations  incurred higher interest costs as interests arising from financial facilities for its second plant in the Dong Nai Province commenced. The Group also incurred foreign exchange losses during the quarter under review due to the strengthening of the Ringgit against the US Dollar.    

The South African operations continued to register commendable trading results from its trading activities.








B2
MATERIAL CHANGE IN PROFIT BEFORE TAXATION

The profit before taxation for the quarter under review decreased to RM0.99 million compared to profit before taxation of RM2.35 million registered in the preceding quarter ended 30 April 2006. 

The decline in the Group’s profit was attributable to the weaker profit margin from its Malaysian operations. The increase in raw material prices mentioned above could not be passed to customers thus resulting in the lower of profit margins. Notwithstanding a smaller loss for the current quarter, the Vietnamese operations were similarly affected by high raw material prices and higher borrowing costs which negated the benefits of better operational efficiency from the higher turnover achieved. 




B3.
PROSPECT FOR THE CURRENT FINANCIAL YEAR

High interest rates and oil prices continued to dampen global sentiments. Despite decisions to cease interest rate raise by the US Federal Reserve and other central banks, demand is expected to moderate in the fourth quarter as the US and China slow, courtesy of high energy prices and interest rates and the normal cyclical slowdown.

US Department of Commerce reported a fall in construction spending in the world’s largest economy as the residential real estate market weakened in July 2006 after five years of record sales. Transactions in the secondary housing market similarly plunged by the most in five years, reinforcing concern that growth might be hurt by a housing slump arising from interest-rate increases aimed at quashing inflation.
The recent strengthening of the Ringgit may also affect the competitiveness of Malaysian furniture exporters vis-à-vis those in China. 

Against the backdrop of weaker economic fundamentals, the immediate prospects for the international furniture trade is expected to remain challenging. As before, the Group will focus on improving utilisation of scarce raw material and production efficiency, particular in its Vietnamese operations.







B4.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

There is no profit forecast issued for the current financial year under review.

B5.
TAXATION










Quarter
Year




Under Review
To Date


RM’000
RM’000


Current income tax expenses

771 
2,071    

Deferred tax expenses

   -
-




----------
----------








771
2,071



======
======


For the financial quarter under review, the effective tax rate of the Group is higher than the statutory rate due to the losses suffered by the certain subsidiaries for which no group relief is available.
B6.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES


There were no sales of unquoted investments and/or properties for the financial quarter ended 31 July 2006. 

B7.
QUOTED SECURITIES


There was no purchase or disposal of quoted securities for the financial quarter ended 31 July 2006. 

B8.
STATUS OF CORPORATE PROPOSALS/UTILISATION OF PROCEEDS

There were no corporate proposals or utilisation of proceeds announced but not completed as at the date of the report.

B9.
GROUP’S BORROWINGS 





  As at





31 Jul 2006





RM’000


Secured Short Term Borrowings
 
34,121

Secured Long Term Borrowings

31,369




----------




65,490



======


Currency denominations :




US Dollar
(USD’000)
5,082
19,275

Vietnam Dong
(VND’000,000)
92,428
21,961


South Africa Rand
(ZAR’000)
187
105




----------


Total Ringgit equivalent
(RM’000)

41,341


Ringgit borrowings 
(RM’000)

24,149




----------




65,490



======
















B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


There were no financial instruments with off balance sheet during the financial quarter ended 31 July 2006 other than the following contracts to sell US Dollar in relation to the Group’s confirmed sales. 



Outstanding 
Average  
Equivalent





Contract In
Exchange
In 



Currency
             USD’000
Rate
RM’000

Expiry Month




US Dollar
3,000
3.69
11,060

Oct 2006

US Dollar
1,000
3.60
3,600

Nov 2006

US Dollar
1,000
3.60
3,600

Dec 2006






----------

----------




 5,000

18,260





======

======
The related accounting policies for the off balance sheet financial instruments are as disclosed in the audited financial statements for the year ended 31 October 2005. 

B11.
MATERIAL LITIGATION


The Directors are not aware of any material litigation pending or threatened against the Group.
B12.
DIVIDEND
No interim ordinary dividend had been declared for the financial period ended 31 July 2006.

a. 
b. 
c. 
d. 
e. 
f. 


B13.     EARNINGS PER SHARE


Basic earnings per share

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




Quarter
Year




Under Review
To Date





Net Profit
(RM’000)
66
1,762

Weighted average number of shares 
(‘000 shares)
87,220   
87,220  


Basic earnings per share 
(sen)
0.08 
2.02 


Diluted earnings per share

For the purpose of calculating diluted earnings per share, the weighted average number of ordinary shares in issued during the quarter under review have been adjusted for the dilutive effects of all potential shares, i.e. Warrants 2003/2008 and the options under the ESOS.

During the quarter under review, the diluted earnings per share has not been presented as the conversion of each class of potential shares have anti-dilutive effect as the exercise price of the shares are above the average market value of the Company’s shares.










For and on behalf of the Board

Poh Huat Resources Holdings Berhad

BOO CHIN LIONG

Independent Non-Executive Director

Chairman

Audit Committee
21 September 2006
Muar, Johor Darul Takzim
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