PRICEWORTH WOOD PRODUCTS BERHAD

(Company No. 399292-V)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS

FOR THE YEAR ENDED 30 JUNE 2010

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 2009.  
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 2009 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 2009.
2. Auditors’ Report on Preceding Annual Financial Statements

The Group’s audited financial statements for the financial year ended 30 June 2009 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  


No dividend has been proposed by the Directors for the financial 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 2010:
	
	Number
	Cost

	
	Of Shares
	(RM)

	Balance as at 01 July 2009
	15,318,100
	12,589,570

	Decrease in treasury shares
	 (2,756,270)
	 (2,265,469)

	Total treasury shares as at 30 June 2010
	12,561,830
	10,324,101


10.
Changes in the Composition of the Group 


There is no change in the composition of the Group for the current quarter. 
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. 
Capital commitments 


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

13. 
Subsequent Events 


There were no material events subsequent to the end of the current quarter. 
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14.
Review of Performance


For the current quarter, the Group recorded a decreased of 47% in revenue to RM78.0 million from RM147.0 million reported in the previous corresponding quarter.  

The decrease in revenue is mainly to the decreased in sales volumes of timber products. However the Group’s pre-tax profit recorded at RM1.20 million as compared with RM0.45 million in the corresponding quarter in the corresponding quarter of the preceding year.  
15.
Variation of Result to immediate preceding quarter 

For the quarter under review, the Group posted pre-tax was RM1.20 million which was more than 100% higher than the preceding quarter at RM0.45 million.


The increased in pre-tax profit was mainly due to the decrease in processing costs.
16.
Current Year Prospects


Following the recovery of world sluggish economy, the timber prices have been stabilized over the second half of 2009 and first quarter of 2010.  The plywood prices for Japanese market have been favourable for the first quarter of 2010 as demand increase due to low plywood inventories in Japan. 

In order to remain focus in our objectives to maintain performance and create maximum returns for shareholders, the Group has undertaken various measures to counter the challenges. These, among others, include various cost-saving exercises, re-engineering of our manufacturing processes for better products and developing new markets and 

customers. With a refreshed and renewed outlook of our strategies, functions and processes, the Group plans for a steady long-term growth and to be well prepared in the wake of market recovery.  


The Board remains confident in the long term prospects of the timber industry and viability of the Group’s business.
17.
Profit Forecast or Profit Guarantee


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

18.
Income Tax 

Taxation comprises the following:-

	
	Current

Quarter
	Cumulative Quarters Current Year To Date 

	
	30.6.2010
	30.6.2010

	
	RM’000
	RM’000

	
	
	

	Current taxation
	117
	(43)

	
	
	

	Deferred taxation 
	-
	131

	
	
	

	
	117
	88



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.  

19.
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.
20.
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.
21.
Corporate Proposal


As at the date of this report, the status of corporate proposal announced but not completed is as follows:

The Company had on 28 April 2010 announced that its wholly-owned subsidiary, Priceworth Industries Sdn Bhd proposed to dispose off its entire equity interest of 500,000 ordinary shares of RM1.00 in Ligreen Enterprise Sdn Bhd (276142-D) for a total cash consideration of RM500,000 (“Proposed Disposal”).


The Proposed Disposal is subject to the fulfillment of the conditions precedent, inter alia, the discharge of debenture created in favour of the bank for a financing facilities granted to the Company. 
22. 
Borrowings

Long Term borrowings as at 30 June 2010:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Term Finance
	144,267
	-
	144,267

	2) Trade facilities
	                 -
	-
	                -

	3) Hire Purchase Creditors
	59,233
	-
	59,233

	
	203,500
	-
	203,500



Short Term borrowings as at 30 June 2010:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Term Finance
	15,567
	-
	15,567

	2) Trade facilities
	2,000
	-
	2,000

	3) Hire Purchase Creditors
	26,231
	-
	26,231

	
	43,798
	-
	43,798



Total group borrowings as at 30 June 2010:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	1) Term Finance
	159,834
	-
	159,834

	2) Trade facilities
	2,000
	-
	2,000

	3) Hire Purchase Creditors
	85,464
	-
	85,464

	
	247,298
	-
	247,298



All the borrowings of the Group are secured. 


The Term Finance of the Company are secured by a debenture creating fixed and floating charges over all the property, plant and equipment and leasehold lands of the Group, both present and future.


The revolving credit is secured by a corporate guarantee by the Company.

23.
Off Balance Sheet Financial Instruments 

There were no off balance sheet financial instruments as at the date of this report.
24.
Material Litigation 

The Company has not engaged in any material litigation, claims or arbitration either as plaintiff or defendant for the current quarter.
25.
Dividend Declared 


There was no dividend declared for the financial quarter under review.
26.
Earnings Per Share

(a) 
Basic


Basic earnings per share amounts are calculated by dividing profit for the year 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

	
	30.6.2010
RM’000
	30.6.2009
RM’000
	30.6.2010
RM’000
	30.6.2009
RM’000

	Basic earnings per share
	
	
	
	

	Net profit 
	1,316
	888
	2,778
	6,586

	Weighted average number of ordinary shares in issue (‘000)
	173,716
	137,864
	173,716
	137,864

	Basic earnings per share (sen)
	0.76
	0.64
	1.60
	4.78

	
	
	
	
	



(b) 
Diluted




The Company has no dilution in its earnings per ordinary share during the year 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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