PRICEWORTH WOOD PRODUCTS BERHAD

(Company No: 399292-V)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS

FOR THE YEAR ENDED 30 JUNE 2009

PART A: EXPLANATORY NOTES PURSUANT TO FRS 134
1.
Basis of Preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2008.

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted in the annual financial statements for the financial year ended 30 June 2008 except for the adoption of new and revised FRSs as mentioned in item 2.

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 30 June 2008.
2. Auditors’ Report on Preceding Annual Financial Statements
The Group’s audited financial statements for the financial year ended 30 June 2008 were reported on without any qualification.

3. Segmental Information
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.

4. Unusual Items due to their Nature, Size or Incidence 

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 financial period.
5.


Changes in Estimates 

There were no significant changes in estimates that have had a material effect in the current quarter results.   
6.


Seasonal or Cyclical Factors

The Group’s performance is 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.
7.

  
Dividends Paid  

There are no dividends paid during the current quarter under review.

8.


Carrying Amount of Revalued Assets

There are no valuations of property, plant and equipment during the current quarter.
9. 

Debts and Equity Securities 

During the current quarter, shares bought back are being held as treasury shares with none of the shares being cancelled or resold.  
Listed below the number of treasury shares as at 30 June 2009:
	
	Number
	Cost

	
	Of Shares
	(RM)

	Balance as at 01 July 2008
	15,318,100
	12,589,570

	Increase / (Decrease) in treasury shares
	0
	0

	Total treasury shares as at 30 June 2009
	15,318,100
	12,589,570


10.

Changes in the Composition of the Group 

Save as disclosed in Note 20, there were no significant changes in the composition of the Group for the quarter under review.
11.

Contingent Liabilities and Contingent Assets
There were no material contingent liabilities as at the date of this report except for the corporate guarantees to subsidiaries as securities for hire purchase and lease financing facilities amounting to RM132,000,000.00.
12. 

Subsequent Events 




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

PART B: EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING 

REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
13.
Review of Performance
For the current quarter under review, the Group recorded revenue of RM147 million and pre-tax profit of RM0.45 million compared to revenue of RM230.8 million and pre-tax profit of RM18.1 million in the corresponding quarter of the previous financial year.  

During the current quarter, the Group’s revenue and pre-tax profit were decreased by 36% and 97 % respectively compared to the corresponding quarter of the previous financial year. The decreased in pre-tax profit for the current quarter was mainly due to the decrease in average selling price and increased in production cost of the log extraction and wood processing operation. 
14.
Variation of Result to immediate preceding quarter 
For the quarter under review, the Group posted revenues of RM147 million, which is 29% higher than the preceding quarter of RM114.6 million.  Pre-tax profit was RM0.45 million, an increased of 29% as compared to the RM0.7 million reported in the preceding quarter.

The increased in revenue and pre-tax profit compared to preceding quarter were mainly due to the increase in average selling price of wood products.
15.
Company’s Prospects

The Global economy was challenging in 2009 in the light of the global economic downturn which had significantly affected the consumer and industrial demand for commodities including timber.  Going forward in 2010, the economy will remain challenging even though there are signs of global economic recovery. 
In view of the volatile market environment, new timber importing countries has been sourced during the financial year such as the Middle East region, India and Europe in addition to our traditional market such as Japan, USA, Korea and China.  In addition, the Group is continuing to enhance productivity and cost controlling in this challenging environment.

In respect of the log extraction division, continuous strict enforcement on logging and forest conservation in the Asia-Pacific region has constraint raw material supply. The Group looks favourably on these factors with the advantage of secure and constant timber logs supply.

The Board expects the financial result will be improving for the next financial year ending 30 June 2010. The Board remains confident in the long term prospects of the timber industry and viability of the Group’s business.
16.
Profit Forecast or Profit Guarantee

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

17.
Income Tax 
Taxation comprises the following:-

	
	Current

Quarter
	Cumulative Quarters Current Year To Date

	
	30.6.2009
	30.6.2009

	
	RM’000
	RM’000

	
	
	

	Current taxation
	524
	(199)

	
	
	

	Deferred taxation 
	(161)
	(11)

	
	
	

	
	363
	(210)


The taxation is computed after taking into consideration the utilisation of unutilised tax losses and unabsorbed capital allowance from subsidiaries companies.   Hence, the effective tax rate for the current financial year to-date is lower than the statutory tax rate.  

18.
Profit or Loss on Sales of Unquoted Investments or Properties

There were no sales of investments or properties during the current quarter and financial year to-date.
19.

  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.
20.
Corporate Proposals

On 26 May 2009, the Company entered into a conditional Sale and Purchase Agreement with Sure Corridor Sdn Bhd for the disposal by the Company of 2,550,000 ordinary shares of RM1.00 each (“Sale of Shares”) representing 51% of the entire issued and paid-up share capital of Integral Acres Sdn Bhd. (“IASB”) for a total cash consideration of RM3,500,000.  The disposal was completed on 24 July 2009.  Accordingly IASB and the subsidiary of IASB, Integral Acres Construction Sdn Bhd are no longer subsidiaries of the Company. 
21. 
Borrowings




Long Term borrowings as at 30 June 2009:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Term Loan
	157,707
	-
	157,707

	2) Trade facilities
	                 -
	-
	                -

	3) Hire Purchase Creditors
	82,948
	-
	82,948

	
	240,655
	-
	240,655


Short Term borrowings as at 30 June 2009:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Term Loan
	14,159
	-
	14,159

	2) Trade facilities
	9,973
	-
	9,973

	3) Hire Purchase Creditors
	28,803
	-
	28,803

	
	52,935
	-
	52,935


Total group borrowings as at 30 June 2009:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Term Loan
	171,866
	-
	171,866

	2) Trade facilities
	9,973
	-
	9,973

	3) Hire Purchase Creditors
	111,751
	-
	111,751

	
	293,590
	-
	293,590


All the borrowings of the Group are secured. 

The CP/MTN Programme comprises the Commercial Papers ("CP") of RM35 million and Medium Term Notes ("MTN") of RM90 million was fully redeemed on 10th April 2009.
The Group had received a new term loan from Bank Kerjasama Rakyat Malaysia Berhad amounted to RM125 million which had been successfully drawdown on 27 February 2009.  The propose of this term loan is to redeem the CP/MTN programme as mentioned in paragraph above. The Group had also received and drawdown additional term loan of RM50 million from Bank Kerjasama Rakyat Malaysia Berhad during the quarter to part finance the logging camp infrastructure and working capital.  The term loan is to be repaid over a 10 years period.
22.

Off Balance Sheet Financial Instruments 
There were no off balance sheet financial instruments as at the date of this report.
23.

Material Litigation 
The Company has not engaged in any material litigation, claims or arbitration either as plaintiff or defendant for the current quarter.
24.
Dividend Declared 


There was no dividend declared for the financial quarter under review.
25.

Earnings Per Share
(a) Basic
Basic earnings per share amounts are calculated by dividing profit for the period attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares in issue during the period, excluding treasury shares held by the Company.

	
	Individual Quarter
	Cumulative Quarters

	
	12 months ended
	12 months ended

	
	30.6.2009
RM’000
	30.6.2008
RM’000
	30.6.2009
RM’000
	30.6.2008
RM’000

	Basic earnings per share
	
	
	
	

	Net profit 
	581
	15,911
	6,396
	29,080

	Weighted average number of ordinary shares in issue (‘000)
	137,864
	137,864
	137,864
	137,864

	Basic earnings per share (sen)
	0.42
	11.54
	4.64
	21.09

	
	
	
	
	


(b) Diluted

The Company has no dilution in its earnings per ordinary share during the period as there are no dilutive effects of all 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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