Notes to the Interim Financial Report for the year ended 31 December 2003

A. DISCLOSURE REQUIREMENTS AS PER MASB 26

A1.
Basis of  Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002 except for the following:-

Change in Accounting Policies

Adoption of MASB 25: Income Taxes

This requires that the deferred tax liability in respect of the revaluation of long term leasehold land and buildings be provided for by transferring the tax effect on the revaluation surplus from revaluation reserve account to the deferred tax account. The effect of the change is a RM 245,000 reduction in the revaluation reserve account and an increase of the same amount in the deferred tax account.

Adoption of MASB 29: Employee Benefits

The adoption of MASB 29 gives rise to an adjustment on the opening balances of retained profits of the prior year under an unfunded defined benefit scheme for its eligible employees.

The effect of adoption of MASB 29 is disclosed in the condensed statement of the changes in equity.

A2. 
Audit Report Qualification and Status of Matters Raised

      
The audit report of the preceding annual financial statements was not qualified.  

A3.
Seasonal or Cyclical Nature of Operations

The quarterly financial results were not affected by seasonal or cyclical factors of operations.

A4.
Items of Unusual Nature

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current financial year-to-date except for the Company’s investment in Pheim Income Fund of RM 3 million on 12 August 2003.

A5.
Changes in Estimates of Amounts Reported

There were no changes in estimates of amounts reported in prior financial years that may have a material effect in the current interim period.

A6.
Changes in Debt and Equity Securities 

Executive Share Option Scheme

For the financial year-to-date, there were no other issuances, cancellations, repurchases, resales and repayments of debt and equity securities except for the following:-

(a) On 24 February 2003, options were granted to eligible employees to take up 820,000 ordinary shares of RM 1.00 each to be issued at an option price of RM 1.32 per share pursuant to the exercise of entitlement under the Executive Share Option Scheme (ESOS) for cash.

(b) Since 1 January 2003, 1,166,000 ordinary shares of RM 1.00 each have been issued (678,000 shares at an option price of RM 1.30 per share, 112,000 shares at an option price of RM 1.80 per share, 58,000 shares at an option price of RM 1.93 per share and 318,000 shares at an option price of RM 1.32 per share) to eligible employees following the exercise by them of the options granted under the ESOS.

A7.
Dividends Paid

                    12 months ended

  31 December

     2003             2002

RM’000       RM’000
Ordinary


 Final paid:


 2002 – 5.0% tax exempt per share

    2,226
  1,092


(2001 – 2.5% tax exempt per share)

A8.
Segment Information

The Group operates principally in the printing industry and predominantly in Malaysia and therefore segmental reporting is not applicable.

A9.
Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.

A10.
Material Events Subsequent to the Balance Sheet Date

In relation to the acquisition of the remaining 49% equity interest in Paper Base Converting Sdn Bhd (“PBC”), the Company had on 30 December 2003 and 16 February 2004 mutually agreed with the vendor of PBC, Segar Pesona Sdn Bhd, to extend the period for the fulfillment of the conditions precedent stated in the share sale agreement dated 1 July 2003 for a further period of four (4) months up to 30 April 2004 via the execution of a letter of extension dated 16 February 2004. The EGM’s approval is pending.

A11.
Changes in the Composition of the Group

Except as mentioned in Note 10 above and as disclosed below, there were no other changes in the composition of the Group for the current quarter and financial year-to-date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

For the financial year-to-date,

·    Consequent to the completion and fulfillment of the conditions precedent set out in the Share Sale Agreement entered between Tien Wah Press Holdings Berhad (“TWPH”) and Interbobbin (UK) Ltd in respect of the disposal of 1,050,000 ordinary shares of RM 1.00 each representing 21% shareholding in the share capital of Interbobbin (M) Sdn Bhd (“IMSB”), a 51% owned subsidiary for a total cash consideration of RM 2,500,000, IMSB becomes an associate of TWPH.

A12.
Changes in Contingent Liabilities

As at 19 February 2004, there were no contingent liabilities in respect of the Group.

A13.
Inventories

There was no write-down of inventory value for the current financial year-to-date.

A14.
Provision for Warranties

There was no provision for warranties for the current financial year-to-date.

A15.
Changes in Tax Rate (Estimates)

There was no change in the estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial year.
A16.
Capital Commitments

     31 December

           2003

         RM ‘000

Property, plant and equipment



Authorised but not contracted for

11,657 



Contracted but not provided for in 


the financial statements


 1,272    









--------








  
12,929









=====

A17.
Related Party Transactions

Controlling related party relationship is with its subsidiary. The Group also has a related party relationship with its associate.




  

  


  12 months ended


31 December 2003

        

         RM’000

     Associate


Advances to IMSB
3 



=====

The advances are unsecured, interest-free and have no fixed term of repayment.

B. Additional information required by the KLSE’s Listing Requirements
B1.
Review of Performance 

The Group recorded a profit before tax and minority interests of RM 4,844,000 and RM 20,337,000 for the fourth quarter and twelve months ended 31 December 2003 respectively as compared to RM 5,942,000 and RM 16,595,000 for the corresponding quarter of the preceding year and twelve months ended 31 December 2002 respectively.

The aforesaid unfavorable results for the quarter were due to reduction in sales subsequent to the disposal of 21% shareholdings of a subsidiary on 1 April 2003, now accounted for as an associate. The quarterly results have also been impacted by the softening of demand for certain cigarette packaging materials. The improvement in the cumulative results for the current year was attributed to efficient usage of raw materials, a gain on disposal of investment in a former subsidiary company and a gain on disposal of obsolete equipment.

B2.
Variation of Results against Preceding Quarter

For the fourth quarter ended 31 December 2003, the Group recorded a profit before tax and minority interests of RM 4,844,000 as compared to RM 5,895,000 for the preceding quarter.

The current fourth quarter results have been impacted by a reduction in sales for certain cigarette packaging materials. 

B3.
Current Year Prospects

Barring all unforeseen circumstances, the Directors are of the opinion that the results for year 2004 of the Group would be satisfactory.

B4.
Profit Forecast

Not applicable as no profit forecast was published.

B5.
Tax  Expense

    
4th Quarter ended
12 months ended 


31 December
31 December 


2003
2002
2003
2002


RM’000
RM’000
RM’000
RM’000

Income tax expense

- 
Current year
1,234
889
4,803
3,212

-     (Over)/ Under 


   provided in prior year
(77)
59
(107) 
59




_____
_____
_____
____


1,157
948
4,696         
3,271

- 
Deferred tax expense
3
1148
651
         1,323           




_____
_____
_____
____

 
1,160
2,096
5,347
4,594




_____
_____
_____
____

Share of  associate’s taxation
(116)
-
23
-

 


_____
_____
____
____




1,044
2,096
5,370
4,594

 


====
=====
====
====

The Group’s effective tax rate is lower than the statutory tax rate for the quarter under review and for the year-to-date due to the gain on disposal of investment in a former subsidiary not subject to tax and the availability of reinvestment allowances of certain subsidiaries.

B6.
Profit on Sale of Unquoted Investments and/or Properties

Disposal of 21% shareholding in IMSB



12 months ended 



31 December 2003

Sales Proceeds

2,500

Net assets disposed

1,678



_____

Gain on disposal

822



====

Other than the disposal of 21% shareholding in IMSB as disclosed above, there were no other profits on any sale of unquoted investments and/or properties included in the results of the Group for the current quarter and financial year-to-date.

B7.
Quoted Securities 

Except as disclosed below, there was no other purchase or disposal of quoted securities for the current financial year-to-date.

TWPH had on 12 August 2003 appointed Pheim Unit Trusts Berhad as the Company’s agent to invest RM 3,000,000 in Pheim Income Fund.

(i) Purchase and sale of quoted securities

12 months ended

December 2003

RM ‘000
Purchase consideration
3,000

Sales proceeds
-   

Profit on sale
-   

(ii) Investments in quoted securities

As at 31 December 2003

RM ‘000

At cost
3,000

At book value
3,000

At market value 
3,171

B8.
Status of corporate proposals announced

(i) British American Tobacco (Malaysia) Berhad (“BATM”) had on 27 February 2003 entered into the following agreements with AMB Packaging Pte Ltd in relation to the proposed disposal of the entire equity interest in TWPH comprising 11,025,000 ordinary shares of RM 1.00 each:-

a) a conditional sale and purchase agreement in relation to the disposal of 10,473,525 ordinary shares of RM 1.00 each in TWPH (“First Agreement”); and

b) a conditional option agreement in relation to a call and put option on the remaining 551,475 ordinary shares of RM 1.00 each in TWPH (“Second Agreement”)

The conditions precedent set out in the said First and Second Agreements have been fulfilled and completed as at 17 June 2003 and 28 August 2003 respectively.

(ii) On 1 July 2003, the Company entered into a conditional share sale agreement with Segar Pesona Sdn Bhd (“SP”) to acquire 980,000 ordinary shares of RM 1.00 each representing the remaining 49% equity interest in PBC for a total cash consideration of RM 12,146,077. The Company had on 30 December 2003 and 16 February 2004 mutually agreed with the vendor of PBC, SP to extend the period for the fulfillment of the conditions precedent stated in the share sale agreement dated 1 July 2003 for a further period of four (4) months up to 30 April 2004 via the execution of a letter of extension dated 16 February 2004. The EGM’s approval is pending. 

B9.
Borrowing and Debt Securities

Group borrowings as at the end of the reporting period:-

a) All borrowings are unsecured

b)


         31 December 2003

                                                              RM’000

Short term borrowings                       596

Long term borrowings
                  -

                      


      -------------






           596

 




      ========

c) The above borrowings are denominated in Ringgit Malaysia. There are no foreign currency borrowings.

B10.
Off  Balance Sheet Financial Instruments

As at 31 December 2003, the Group had an outstanding forward foreign currency contracts to hedge the foreign currency risk of its sales in U.S. Dollars. The contracted rates will be used to convert the U.S. Dollars amounts into Ringgit Malaysia.

The contracted amount of the financial instrument not recognised in the balance sheet as at 31 December 2003 is RM 372,627 to hedge against its foreign currency sales of USD 98,000.

Forward foreign exchange contracts used for hedging purposes are accounted for on an equivalents basis as the underlying assets, liabilities or net positions. Any profit or loss arising is recognised on the same basis as that arising from the related assets, liabilities or net positions.

B11.
Changes in Material Litigation 

As at 26 February 2004, save and except as disclosed below, the Company was not engaged in any material litigation.

Tien Wah Press (Malaya) Sdn Bhd (“TWPM”), a 100% owned subsidiary is currently engaged in an appeal filed on 8 March 2001 against the decision of the High Court on 15 February 2001 for dismissing TWPM’s claim to recover payments for goods sold which had been delivered to an agent appointed by Reckitt & Colman (Overseas) Ltd (“RCO”) whereby RCO asserted that they have neither purchased nor received any goods from TWPM. The estimated total amount involved is a minimum of RM 800,000.00. The legal fees and court costs are estimated to be between RM 100,000.00 and RM 150,000.00. The Court of Appeal has conducted the hearing on 25 February 2004 has dismissed the appeal with cost. 

B12.
Dividends 

(a) The Directors have recommended the payment of a final tax-exempt dividend               of 5% per share and a special tax-exempt dividend of 2% per share in respect of the financial year ended 31 December 2003.

(b) Since the end of the previous financial year, the Company paid a final tax-exempt dividend of 5% totaling RM 2,226,050 in respect of the financial year                      December 2002 on 15 July 2003.

(c)
The date payable is on 15 July 2004 subject to approval of shareholders at the forthcoming Annual General Meeting to be held on a date to be announced later.

(d) In respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at 5 July 2004.

(e)
The total dividend for the current financial year is 7 sen per share.

B13.
Earnings per share 

Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM 2,836,000 and the weighted average number of ordinary shares outstanding during the quarter of 44,378,000.

Weighted average number of ordinary shares                           

      Unit’000

Issued ordinary shares at beginning of the period                                43,684

Effect of shares issued in relation to Executive

Share Option Scheme during the year                                      

    694


Weighted average number of ordinary shares                                      44,378 


Diluted earnings per share

The calculation of diluted earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM 2,836,000 and the weighted average number of ordinary shares during the quarter of 45,190,000.

Weighted average number of ordinary shares (diluted) 

          

                  Unit’000
Weighted average number of ordinary shares                                     44,378 

Effect of shares issued on full subscription 

for all outstanding Executive Share Option



   812

Scheme shares

  

Weighted average number of ordinary shares (diluted)                      45,190







