PRICEWORTH WOOD PRODUCTS BERHAD

(Company No : 399292-V)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS

FOR THE FORTH QUARTER ENDED 30 JUNE 2006

NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of the preparation of the financial reports

The interim financial report has been prepared in accordance with FRS134 “Interim Financial Reporting” and should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2005.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 30 June 2005.

2.
Auditors’ Report
The Group’s audited financial statements for the financial year ended 30 June 2005 were reported on without any qualification.

3.
Seasonality or Cyclicality Factors of Interim Operations

The interim operations of the Group are not subject to any material seasonal or cyclical factors except that the timber logs extraction operation could be affected to certain extent by the prevailing weather condition. 

4.
Unusual event/s affecting financial statements 

There were no unusual items as a result of their nature, size or incidence that had affected assets, liabilities, equity, net income or cash flows during the interim period.

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. Issuances, cancellations, repurchases, resale and repayments of Debts and Equity Securities 

During the current quarter, a total of 1,003,000 shares were bought back from the open market.  The shares bought back are being held as treasury shares with none of the shares being cancelled or resold during the quarter.  
The details of the share buy-back during the period are as follows:

[image: image1.emf]Number Total cost

Month Lowest Highest Average of shares RM'000

25/04/2006 0.535     0.535     0.535     277,000         148,195                 

8/05/2006 0.600     0.605     0.603     174,000         105,005                 

14/06/2006 0.505     0.505     0.505     552,000         278,760                 

TOTAL 1,003,000      531,960                 

Price per share (RM)


The number of treasury shares held in hand as at 30 June 2006 are as follows:


[image: image2.emf]Number Cost

of shares RM'000

Balance as at 1 April 2006 4,909,400      2,321         

Increase during the period 1,003,000      532            

Balance as at 30 June 2006 5,912,400      2,853         


7.

  Dividends Paid  

The first and final tax-exempt dividend of 1.5 sen per share on the total of 138,726,918 ordinary shares amounted to RM2,080,903.77 in respect of the financial year ended 30 June 2005 had been approved by the members during the Ninth Annual General Meeting held on 22 December 2005.   The dividend had been paid to all eligible shareholders on 10 March 2006.

8.
Segmental Report

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

9.
Valuations of Property, Plant and Equipment 

The valuation of property, plant and equipment has been brought forward without any amendments from the previous annual financial statements.

10.
Material Subsequent Events 


There were no material events subsequent to the end of the current quarter. 

11.
Changes in the Composition of the Group 

There was no significant change in the composition of the Group for the current quarter. 
12.
Contingent Liabilities 

There were no material contingent liabilities as at the date of this report except for the corporate guarantees to a subsidiary as securities for hire purchase financing facilities amounting to RM28,000,000.00.
DISCLOSURES IN ACCORDANCE WITH BMSB LISTING REQUIREMENTS

A.
Review of Performance

For the current quarter under review, the Group recorded revenue of RM171.5 million and pre-tax profit of RM6.1 million compared to revenue of RM110.8 million and pre-tax profit of RM5.2 million in the corresponding quarter of the previous financial year.  

The increase in revenue for the current quarter was mainly contributed by the increase in logging activities and plywood sales generated by subsidiary company, Sinora Sdn Bhd.  Hence, the pre-tax profit was higher despite of the increase in operation cost due to higher fuel cost and spare parts cost.  Overall, the business operation was within the Group’s expectation. 
Included in the cost of sales is amortization of timber rights amounted to RM20 million.  This represent the exclusive rights of two subsidiaries to extract and purchase all commercial timber logs extractable from a designated timber concession area situated at Gunung Rara/ Kalabakan Forest Reserve, Sabah.
B.
Variation of Results Compared to Preceding Quarter

For the quarter under review, the Group posted revenues of RM171.497 million, which is 13% higher than the preceding quarter of RM151.5 million.  Pre-tax profit was RM6.1 million, an increase of 3% as compared to the RM5.9 million reported in the preceding quarter.
The increase in revenue was mainly due to increase in the logs extraction operations and logs supplied for downstream processing.  The higher pre-tax profit was due to higher revenue.  
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C.
Prospect for Current Financial Year

The future prospects of the timber industry will be dependent on the outlook on the international front as well as the economic growth of East Asia. 

The release of the 9th Malaysia Master Plan which includes infrastructure and construction projects is expected to lead to a higher demand for timber products.

In the international front, the economies of most East Asian timber importing countries, like Japan, South Korea and Taiwan are growing, whereas China and India are achieving high economic growth. Furthermore, the construction of international class facilities for the Beijing Olympics will propel greater demand for timber products from China and reduce its export capacity. The global timber market and prices of wood products are expected to sustain at current levels. 
Despite the increasing difficulties such as surging fuel cost, spare part cost and the challenging global environment, the Board believes that the Group’s long-term prospect in the industry remains intact and the Group will continue to strive to maintain market position and focus on measures to produce and market high quality downstream value added products and continue to improve its efficiency and production capacity.

On the basis of the above and barring unforeseen circumstances, the Group will continue to achieve positive results for the coming financial year ending 30 June 2007.

D.
Variances from Profit Forecast and Profit Guarantee

This is not applicable as no profit forecast and profit guarantee were given.

E.
Taxation

Taxation comprises the following:-

	
	Current

Quarter
	Cumulative Quarters Current Year To Date

	
	30.06.2006
	30.06.2006

	
	RM’000
	RM’000

	
	
	

	Current taxation
	531
	4,350

	
	
	

	Deferred taxation
	(368)   
	(2,910)   

	
	
	

	
	163
	1,440


The taxation is computed after taking 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 for the current financial year to-date is lower than the statutory tax rate.  

Amortisation of deferred taxation in the current quarter is mainly due to the acquisition of Cergas Kenari Sdn Bhd and Teras Selasih Sdn Bhd in the preceding quarter. 
F.
Sales of Unquoted Investments or Properties

There were no sales of investments or properties during the current quarter and financial year to-date.
G.

  Quoted Securities 

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

(b) Investments in quoted securities 

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

There is no Corporate Proposals Announced and Not Completed for current quarter.
I. 
Group Borrowings





Long Term borrowings as at 30 June 2006:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) CP / MTN Programme
	160,000
	-
	160,000

	2) Hire Purchase Payables
	12,748
	
	12,748

	
	
	
	

	
	172,748
	-
	172,748


Short Term borrowings as at 30 June 2006:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Revolving Trade Facility
	9,957
	-
	9,957

	2) Hire Purchase Payables
	9,422
	-
	9,422

	3) Bank Overdrafts
	-
	-
	-

	4) Term Loan
	-
	-
	-

	
	19,379
	-
	19,379


Total group borrowings as at 30 June 2006:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Revolving Trade Facility
	9,957
	-
	9,957

	2) Hire Purchase Payables
	22,170
	
	22,170

	3) Bank Overdrafts
	-
	-
	-

	4) Term Loan
	-
	-
	-

	5) CP / MTN Programme
	160,000
	-
	160,000

	
	192,127
	-
	192,127


1) The Proposed CP/MTN Programme comprises the issuance of Commercial Papers ("CP") of RM40 million which has a tenor of between one (1) to twelve (12) months and Medium Term Notes ("MTN") of RM120 million with tenors of between twelve (12) months to eighty four (84) months (The CPs and MTNs are collectively referred to as "CP/MTN”). The Proposed CP/MTN Programme is available up to 7 years from the date of first issuance
J.
Earning Per Share

	
	Individual Quarter
	Financial Year-to-date

	
	3 months ended
	12 months ended

	
	30.06.2006
RM’000
	30.06.2005
RM’000
	30.06.2006
RM’000
	30.06.2005
RM’000

	Basic earnings per share
	
	
	
	

	Net profit (RM’000)
	6,045
	4,320
	20,366
	16,062

	Weighted average number of ordinary shares in issue (‘000)
	138,105
	143,046
	140,069
	129,532

	Basic earnings per share (sen)
	4.38
	3.02
	14.54
	12.40

	
	
	
	
	


Diluted earnings per ordinary share

The Group has no dilution in its earnings per ordinary share in the current quarter / year-to-date as there are no dilutive potential ordinary shares. Therefore, no consideration for adjustment in the form of increase in the number of shares was used in calculating the potential dilution of its earnings per share.
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				Price per share (RM)						Number		Total cost

		Month		Lowest		Highest		Average		of shares		RM'000

		4/25/06		0.535		0.535		0.535		277,000		148,195

		5/8/06		0.600		0.605		0.603		174,000		105,005

		6/14/06		0.505		0.505		0.505		552,000		278,760

		TOTAL								1,003,000		531,960
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												Number		Cost

												of shares		RM'000

		Balance as at 1 April 2006										4,909,400		2,321

		Increase during the period										1,003,000		532

		Balance as at 30 June 2006										5,912,400		2,853






