PRICEWORTH WOOD PRODUCTS BERHAD

(Company No : 399292-V)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD QUARTER ENDED 31 MARCH 2003

EXPLANATORY NOTES

DISCLOSURES IN ACCORDANCE WITH MASB 26

1.
Accounting Policies

The interim financial report has been prepared in accordance with MASB 26, Interim Financial Reporting.

The accounting policies, methods of computation and basis of consolidation adopted by the Group in this interim financial report are consistent with those adopted in the preparation of the audited financial statements for the financial year ended 30 June 2002.

2.
Auditors’ Report

The Group’s audited financial statements for the financial year ended 30 June 2002 were reported on without any qualification.

3.
Seasonal or Cyclical Factors of Interim Operations

The Group’s performance in the current quarter and financial year-to-date was not affected by any seasonal or cyclical factor. The timber logs extraction operation could be affected to certain extent by the prevailing weather condition. 

4.
Items of Unusual Nature Affecting Assets, Liabilities, Equity, Net Income, or Cash Flows 

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

There were no significant changes in estimates of the amounts reported in prior periods of the current financial year or prior financial year.

6. Issuance, Cancellation, Repurchase, Resale and Repayment of Debts and Equity Securities 

There were no issuance, share cancellation, share buy-back, share held as treasury share, resale of treasury share and repayments of debt and equity securities during the current financial year-to-date.

7. Dividends Paid  

The first and final tax-exempt dividend of 4 sen per share on the total of 85,000,000 ordinary shares amounted to RM3,400,000 in respect of the financial year ended 30 June 2002 as approved by the members during the Sixth Annual General Meeting held on 17 December 2002 of the Group had been paid on 10 March 2003.   No payment of dividend was effected for the current financial year-to-date.

8.
Segmental Analysis

No segmental analysis was prepared as the Group is primarily engaged in manufacturing and trading of timber related products and extracting and trading of timber logs with principal place of business in Malaysia.

9.
Valuation of Property, Plant and Equipment


There were no amendment to the valuation of property, plant and equipment brought forward from the previous annual report.

10.
Material Subsequent Events 


There were no material events subsequent to the end of current quarter which have not been reflected in the interim financial statements.
11.
Effects of Changes in the Composition of the Group 

There have been no changes to the composition of the Group during the current quarter under review including business combination, acquisition or disposal of subsidiaries and long term investments except as disclosed below.

Priceworth Industries Sdn Bhd (“PISB”), a 100% owned subsidiary of Priceworth Wood Products Berhad, had on 6 February 2003 acquired two (2) ordinary shares of RM1 each representing the entire issued and paid up share capital of Cabaran Cerdas Sdn Bhd (“CCSB”) for a cash consideration of RM2 resulting in CCSB becoming a wholly-owned subsidiary of PISB.  CCSB is currently dormant and its intended principal activity is cultivation of oil palm plantation.

12.
Contingent Liabilities and Capital Commitments


There were no material contingent liabilities or capital commitments as at the date of this report.

DISCLOSURES IN ACCORDANCE WITH KLSE LISTING REQUIREMENTS 

A.
Review of Performance

For the quarter under review, the Group recorded revenue of RM28.5 million and pre-tax profit of RM3.8 million. The performance of sawmilling, moulding, logs extraction and trading operation were within the Group’s expectation. In general, the Group’s timber operations during the reporting quarter achieved satisfactory operating profits.

For the cumulative quarters of current financial year to-date, the Group recorded revenue of RM84.3 million and pre-tax profit of RM12.3 million compared to revenue of RM67 million and pre-tax profit of RM14.5 million in the corresponding period of previous financial year.  The increase in revenue for the current financial year to-date was mainly contributed by the new logging service contract involving the extraction of logs for area of 4,000 hectares per annum for three (3) years at Yayasan Sabah Forest Concession, Pinangah Forest Reserve, Sandakan.  The decrease in the pre-tax profit was mainly due to higher depreciation charges on new assets acquired during the period.  

B.
Variation of Results Compare to Preceding Quarter

The Group revenue of RM28.5 million for the current quarter was fairly consistent with the preceding quarter of RM28.8 million.  The Group pre-tax profit of RM3.8 million for the current quarter was slightly higher than the preceding quarter of RM3.6 million.  The improvement in the pre-tax profit was mainly contributed by lower mobilization cost.  Higher mobilization cost was incurred in the preceding quarter as a result of raining season. 

C.
Prospect for Current Financial Year

The global timber market and prices of wood products remain firm and forecasted to be sustained at current level in the short term subject to the stabilization of the global economy.  

Despite the increasing difficulties and challenging global environment ahead, the Board is confident that the Group’s performance for the forthcoming year will remain satisfactory.
Barring any unforeseen circumstances, the Board anticipates that the Group’s performance for the remaining period of the current financial year will be satisfactory.

D.
Variances from Profit Forecast and Profit Guarantee

Explanatory notes are only applicable in the final quarter.

E.
Taxation

Taxation comprises the following:-

	
	Current

Quarter
	Cumulative Quarters Current Year To Date

	
	31.03.2003
	31.03.2003

	
	RM’000
	RM’000

	
	
	

	Current taxation
	772
	1,572

	
	
	

	Deferred taxation
	280
	280

	
	
	

	
	1,052
	1,852


The current taxation charge is computed after taken into consideration the capital allowances available to set-off against taxable profit and the tax-exempt income on certain products where pioneer status had been granted.  Hence, the effective tax rate of current financial year to-date was lower than the statutory tax rate.
F.
Sales of Investments and/or Properties

There were no sales of investments and / or properties for the current quarter and financial year to-date
G.
Quoted Securities 

(a) Purchases and Disposals of Quoted Securities
There were no purchases and/or disposals of quoted securities for the current quarter and financial year to-date.

(b) Investments in quoted securities 

There were no investment was made in quoted securities for the current quarter and financial year to-date.
H.
Status of Corporate Proposals Announced but Not Completed

There were no new corporate proposals announced which have not been completed as at the date of this report.
I. 
Group Borrowings

Total group borrowings as at 31 March 2003 are as follows:

(a) Short Term Borrowings

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Bankers’ Acceptance
	-
	-
	-

	Revolving Credit
	-
	-
	-

	Term Loan
	-
	-
	-

	
	
	
	

	
	-
	-
	-


(b)
Long Term Borrowings

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Term Loan
	-
	-
	-

	Murabahah MONI facilities
	44,000
	-
	44,000

	
	
	
	

	
	44,000
	-
	44,000


The Murabahah Multi-Option Notes Issuance Facilities (“Murabahah MONI”) comprises of a Murabahah underwritten notes issuance facility and a Murabahah medium term yield notes facility of up to a total of RM60 million.  The facilities were arranged by Abrar Discounts Berhad pursuant to the facilities agreement dated 18 February 2003.  The facilities cover a period of up to 7 years from the date of the first issuance of the Notes. 

The total proceeds received from the facilities up to the date of this report was RM44 million.  These proceeds had been utilised to refinance the existing bank borrowings of the Group, acquire plant and equipments, pay incidental expenses relating to the facilities and finance working capital requirements.  The remaining proceeds of up to RM16 million not received up to the date of this report are designated for acquisition of plantation lands.


The Facilities are secured by the followings:–

(i)
A third party first charge under the Sabah Land Ordinance (Cap 68) by Priceworth Industries Sdn Bhd (“PISB”) over all the country leasehold lands held under title nos. CL075365794, CL075203726, CL075365785, CL075170277, CL075364948 and CL075170286 and located in Seguntor, Sandakan, Sabah, and measuring in aggregate approximately 81.02 acres;
(ii)
A third party first charge under the Sabah Land Ordinance (Cap 68) by Cabaran Cerdas Sdn Bhd (“CCSB”) over all the plantation lands to be acquired by CCSB.

(iii)
A legal assignment of all the rights, title, benefits and interest in and to the Designated Accounts; and

(iv)
A debenture of all the present and future assets of the Group

J. 
Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this report.
K. 
Material Litigations

There are no pending material litigations as at the date of this report.


L.
Dividend
No dividend has been recommended by the Board of Directors for the current quarter.  

M.
Earning Per Share

a) Basic Earning Per Share

Basic earning per share of the Group is calculated by dividing the net profit for the period attributable to shareholders by the weighted average number of ordinary shares in issue during the period of 85,000,000 ordinary shares.

b) Diluted Earning Per Share

Not applicable.
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