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NOTES TO THE FINANCIAL REPORT

A.
EXPLANATORY NOTES IN COMPLIANCE WITH FINANCIAL REPORTING STANDARD (“FRS”) STANDARD 134 INTERIM FINANCIAL REPORTING

A1.
Basis of Preparation


The interim financial report has been prepared in accordance with FRS 134 “Interim Financial Reporting” and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”).


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


The accounting policies and presentation adopted in this interim financial report are consistent with those adopted in the annual audited financial statements for the financial year ended 31 March 2005.

A2.
Auditors’ Report

The auditors’ report of the preceding annual financial statements was not subject to any qualification.

A3.
Seasonal or Cyclical Factors

The Group’s operations were not significantly affected by any seasonal or cyclical factors.

A4.
Unusual Items 


There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter under review.

A5.
Changes in Estimates


There are no material changes in estimates used for the preparation of the interim financial report.

A6       Issuance or Repayment of Debts and Equity Securities


There is no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the current financial period-to-date.

A7.
Dividend 


No dividend has been paid during the quarter under review.

A8.
Segmental Reporting

	
	
	Current Year To Date 30 September 2005

	
	Manufacturing
	Trading
	Elimination
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	External revenue
	17,140
	15,998
	-
	33,138

	Inter-segment revenue
	7,905
	2,461
	(10,366)
	-

	Total revenue
	25,045
	18,459
	(10,366)
	33,138

	Segment Results
	
	
	
	

	Segment results
	327
	2,259
	-
	2,586

	Finance cost
	
	
	
	(292)

	Investing results
	
	
	
	(5)

	Taxation
	
	
	
	(511)

	Minority interests
	
	
	
	(127)

	Net profit for the period
	
	
	
	1,651

	Other Information
	
	
	
	

	Segment assets
	41,942
	24,489
	-
	66,431

	Segment liabilities
	8,078
	2,308
	-
	10,386

	Capital expenditure
	1,331
	468
	-
	1,799

	Depreciation and amortization
	601
	101
	(1)
	701


The Group’s principal business activities are primarily carried out in Malaysia. As such, segmental analysis on geographical segment is currently not applicable.  

A9.
Valuation of Property, Plant and Equipment


The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements. 

The Group did not carry out any valuation on its property, plant and equipment  during the current interim period.

A10.
Subsequent Material Events
There were no subsequent material events as at the date of this quarterly report.

A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current quarter under review.

A12.
Contingent Liabilities or Contingent Assets

There were no contingent liabilities or contingent assets since the last annual balance sheet date. 

B.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS

B1.
Review of Performance 


For the financial period ended 30 September 2005, the Group registered a revenue of RM17.492 million as compared to RM16.569 million in corresponding period in preceding year. Profit before tax was RM1.061 million as compared to RM2.050 million in the corresponding period.


The decrease in profit before tax was mainly due to the impact of significant increase in cost of raw materials caused by the rise in crude oil price. 
B2.
Material Changes in the Profit Before Taxation for the Quarter Reported On as Compared with the Immediate Preceding Quarter


The profit before taxation of RM1.061 million for the current quarter represented a decrease of RM0.167 million as compared with the profit before taxation of RM1.228 million in the immediate preceding quarter.  The decrease in profit before taxation was mainly due to the increase in operating expenses caused by the rise in crude oil price. 

B3.
Prospects

Despite the keen competition and rising cost of raw materials, the Board of Directors is reasonably confident of the Group achieving a satisfactory performance for the financial year ending 31 March 2006. 

B4.
Profit Forecast and Profit Guarantee
The Group has not provided any profit forecast or profit guarantee in a public document.

B5.
Taxation

	

	Current 

Quarter

Ended 

30 September 2005
	Current 

Year To Date

Ended

30 September 2005

	
	RM’000
	RM’000

	Malaysia
	
	

	Income Tax

- provision in current year
	266
	511

	Share of taxation in associated company
	-
	-

	
	266
	511



The effective tax rate is lower than the statutory tax rate prevailing in Malaysia due mainly to the subsidiary companies which are subject to a lower tax rate 

B6.
Sales of Unquoted investments and/or Properties

There were no sales of unquoted investments and/or properties for the current quarter and financial period to date.

B7.
Quoted Securities

a. There were no purchases or disposals of quoted securities for the current quarter and financial period to date.

b. There were no investments in quoted securities for the current quarter and financial period to date.

B8.
Status of Corporate Proposals

There were no announced corporate proposal that was not completed as of the date of this report.

The status of utilization of proceeds as at 21 November 2005 arising from the Rights Issue of 6,000,000 new ordinary shares of RM1.00 each at an issue price RM1.00 per ordinary share and the Public Issue of 5,000,000 new ordinary shares of RM1.00 each at an issue price of RM1.40 per ordinary share in the Company during the financial year ended 31 March 2004 were as follows:

	
	Approved

RM’000
	Utilised

RM’000
	Balance

RM’000

	Construction of new office/factory
	6,000
	6,000
	-

	New machinery/lab equipment
	3,207
	1,050
	2,157

	Working capital 

Listing expenses
	2,193

1,600
	2,193

1,588
	-

12

	Total proceeds
	13,000
	10,831
	2,169


B9.
Borrowings

The Group’s borrowings as at the end of the reporting quarter are as follows:

	
	
	
	
	Secured

	
	
	
	
	RM’000

	Short term borrowings

  Banker’s acceptances

  Bank overdrafts

  Bills payable

  Term loans
	
	
	
	3,386

2,883

206

800

	Long term borrowings

  Term loans 
	
	
	
	7,275

1,944

	Total
	
	
	
	9,219


B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of this quarterly report. 

B11.
Material Litigations

Save as disclosed below, the Group is not engaged in any material litigation, claim or arbitration either as plaintiff or defendant, which may have a material effect on the financial position of the Group. The Directors do not have any knowledge of any proceedings, pending or threatened, against the Group or of any facts which are likely to give rise to any proceedings which may materially and adversely affect the financial position or business of the Group:-

a)
Originating Summons No. D3-24-329-2003 between (i) Toyo Ink Mfg. Co Ltd (ii) Toyochem Corporation Berhad (“Plaintiffs”) vs (i) Registrar of Companies (ii) The Company (“Defendants”)

The above Originating Summons was served on the Company on 17 May 2004. The Plaintiffs have requested a declaration that the name of the Company was undesirable and that the registration of the Company, as approved by the Companies Commission of Malaysia (“CCM”), (formerly known as Registrar of Companies, Malaysia) be set aside.  The Company’s name Toyo Ink Group Berhad was approved by the CCM for the purpose of incorporation via their letter dated 14 August 2002, which was then incorporated and used as the vehicle for the Group’s public flotation exercise on the Second Board of Bursa Malaysia. 

In this case, the CCM is the First Defendant and the Company is the Second Defendant. On 24 August 2005, parties appeared before the Deputy Registrar and the Deputy Registrar read out the Decision of the Honourable Judge that the Plaintiff’s Application is dismissed with costs.

(b) Civil Suit: D5-22-517-2004 (Writ of Summons against E-Toyo Global Stationery Sdn. Bhd. (“ETGS”))

The Writ of Summons was issued on 22 April 2004 and served by Toyo Ink Sdn. Bhd. (“TISB”), a subsidiary company of the Company to ETGS on 10 May 2004. TISB holds the registered trademark “Toyo” for use of stationery products.  TISB has filed an action on ETGS for infringement of its trademark “Toyo”.  There is no amount claimed for under the Writ of Summons except for the claim that all costs of the application to be borne by ETGS.


   The suit has been set down for trial between 23 to 25 October 2006.

The Directors of the Group are of the opinion that the financial impact on the Group’s operations arising from the above Writ of Summons against ETGS is expected to be minimal as TISB receives royalty of RM20,000 per annum only for the use of its trademark “Toyo” on stationery products.

(c) Originating Motion No. D5-21-29-04 between ETGS (“Applicant”) vs (i)TISB  (ii) Popular Mate Sdn. Bhd. (“Respondents) and Registrar of Trade Marks (Interested Party)

The Originating Motion was served on TISB on 23 April 2004. ETGS has requested the Court to expunge TISB’s right of use of the trademark “Toyo” for stationery products due to non-usage of the trademark for some years.  The case has been dismissed with cost.  However, the matter is now under appeal and no date has been fixed.  The Directors of the Group are of the opinion that the Group will not suffer any material loss arising from the appeal.

(d)
Civil Suit: D5-22-577-2004 (Writ of Summons against Parkson Corporation Sdn. Bhd.      (“Parkson”))

The Writ of Summons was issued on 6 May 2004 and served by TISB to Parkson on 19 May 2004. This suit is raised to ensure that Parkson does not carry stationery products with the logo “Toyo” which is a trademark belonging to TISB.  There is no amount claimed for under the Writ of Summons except for the claim that all costs of the application to be borne by Parkson.

The suit has been set down for trial between 23 to 25 October 2006.

The Directors of the Group do not foresee any operational impact or material losses arising from this Writ of Summons against Parkson.

B12.
Dividend
The Board has declared an interim dividend of 4% less tax of 28% in respect of the financial year ending 31 March 2006 (2005: 4% less tax of 28%):-

(i) Amount per share: 4 sen (less tax of 28%)

(ii) Previous corresponding period: Nil

(iii) Payment date: 23 January 2006

(iv) In respect of deposited securities, entitlement will be determined on the basis of the record of depositors as at 11 January 2006

(v) The total dividend for the financial year:  4 sen per share (less tax of 28%)

B13.    Earnings Per Share

i. Basic earnings per share is calculated by dividing the profit attributable to shareholders by the number of ordinary shares in issue during the financial period.

	
	INDIVIDUAL
	QUARTER
	CUMULATIVE 
	QUARTER

	
	Current

quarter 

ended
	Corresponding

quarter

ended
	Current

year to date

ended
	Corresponding

year to date

ended

	
	30/9/2005
	30/9/2004
	30/9/2005
	30/9/2004

	
	RM’000
	RM’000
	RM’000
	RM’000


	Profit attributable to shareholders


	696
	1,416
	1,651
	2,352

	Number of ordinary shares in issue
	40,000
	40,000
	40,000
	40,000

	Basic earnings per share (sen)
	1.74
	3.54
	4.13
	5.88

	
	
	
	
	


ii. The fully diluted earnings per share are not presented as there are no factors which would result in a dilution in the basic earnings per share.

By Order of the Board,

Chow Chooi Yoong

Company Secretary

Dated: 25 November 2005
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