Notes to the Interim Financial Report for the quarter ended 30 June 2005

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 2004.


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 2004.

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.

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:-
(i) On 20 April 2005, options were granted to eligible employees to take up 361,000 ordinary shares of RM 1.00 each to be issued at an option price of RM 2.31 per share pursuant to the exercise of entitlement under the Executive Share Option Scheme (ESOS) for cash.
(ii) Since 1 January 2005, 248,600 ordinary shares of RM 1.00 each have been issued   (61,600 shares at an option price of RM 1.30 per share, and 187,000 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

 No dividend was paid during the six months ended 30 June 2005.

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


There were no material events subsequent to the second financial quarter that have not been reflected in the financial statements for the financial quarter ended 30 June 2005.

A11. Changes in the Composition of the Group


There were no significant 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.

A12. Changes in Contingent Liabilities


As at 18 August 2005, 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



30 June 2005

       

RM ‘000

Property, plant and equipment

                  Authorised but not contracted for
          7,969 


      Contracted but not provided for in 


           the financial statements
       179    



           --------



           8,148


            =====

A17.
Related Party Transactions




  

  


  6 months ended


     30 June 2005

        

           RM’000

           Associate


   Advances to Benkert (Malaysia) Sdn Bhd (“Benkert”)
4

                  (formerly known as Interbobbin (Malaysia) Sdn Bhd)



=====

The advances are unsecured, interest-free and have no fixed term of repayment.
B.  Additional information required by the Bursa Malaysia Securities Berhad’s Listing Requirements
B1. 
Review of Performance 


The Group recorded a profit before tax and minority interests of RM 3,884,000 and RM 7,540,000 for the second quarter and six months ended 30 June 2005 as compared to RM 3,829,000 and RM 7,758,000 for the corresponding quarter of the preceding year and six months ended 30 June 2004 respectively.

Despite a reduction in revenue, the aforesaid favorable results for the quarter were mainly due to efficient usage of raw materials and good control over wastage. 
The cumulative results have been marginally impacted by the softening of demand for cigarette packaging materials arising from a tighter regulatory environment, in particular from tax increases and the effects of the implementation of the Control of Tobacco Product Regulations 2004.
B2. 
Variation of Results against Preceding Quarter


For the second quarter ended 30 June 2005, the Group recorded a profit before tax and minority interests of RM 3,884,000 as compared to RM 3,656,000 for the preceding quarter. 


The improved results for the current quarter were mainly due to efficient usage of raw materials and good control over wastage. No material factors affecting the earnings of the Company and the Group have occurred during the year till the date of issue of the Quarterly Report.

B3. 
Current Year Prospects


Barring unforeseen circumstances and with the continued support from the major customers, the Directors are of the opinion that the results for year 2005 of the Group would be satisfactory.

B4. 
Profit Forecast


Not applicable as no profit forecast was published.

B5. 
Tax  Expense

    
2nd Quarter ended
6 months ended 


30 June
30 June
 
    2005
    2004
     2005   
    2004


RM’000
RM’000
RM’000
RM’000

Income tax expense

- 
Current year
668
144
1,175
1,166
· (Over)/ Under 


provided in prior year
-
-
-
-




_____
_____
_____
____


668
144
1,175         
1,166
- 
Deferred tax expense 
(573)
630
(236)
         501



_____
_____
_____
____

 
95
774
939
1,667
Share of associate’s taxation
23
47
45
91
 


_____
 _____
____
____




118
821
984
1,758
 


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


The Group’s effective tax rate is lower than the statutory tax rate for the quarter under review due to the availability of reinvestment allowances of certain subsidiaries.

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


There were no 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.

· Tien Wah Press (M) Sdn Bhd, a wholly owned subsidiary of the Company had on 20 April 2005 appointed Pheim Unit Trusts Berhad as the Company’s agent to invest additional RM2,000,000 in Pheim Income Fund. 
The market values of the investment are as follows:

(i) Purchase and sale of quoted securities

   Second quarter ended
6 months ended
    30 June 2005
    30 June 2005
           RM ‘000                      RM’000 
                   Purchase consideration                                2,000


    2,000
                   Sales proceed                                                  -


        -
                   Profit on sale                                                   -


        -
(ii) Investments in quoted securities

As at 30 June 2005

RM ‘000

                   At cost
5,000
                   At book value
5,000
                   At market value 
5,394
B8. 
Status of corporate proposals announced


Except as disclosed below, there were no other corporate proposals announced but not completed to-date.

· On 19 May 2004, the Company announced that the application in relation to the proposed bonus issue of up to 22,977,100 new ordinary shares of RM 1.00 each no longer requires the approval of the Securities Commission further to the amendments to the Securities Commission Act, 1993. The Company will be seeking its shareholders approval in due course.

B9. 
Borrowing and Debt Securities


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

a) All borrowings are unsecured

b)
Analysed as:


           
 30 June 2005



RM’000


Short term borrowings                         
781
 
 Long term borrowings
                                -    

   

-------



                         781


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

B10. Off Balance Sheet Financial Instruments

As at 30 June 2005, the Group had an outstanding forward foreign currency contracts to hedge the foreign currency risk of its sales and purchases in U.S. Dollars. The contracted rates will be used to convert the U.S. Dollars into Ringgit Malaysia.

The contracted amount of the financial instrument not recognised in the balance sheet as at 30 June 2005 is RM 5,748,000 to hedge against its foreign currency sales and purchases of USD 1,513,200
Forward foreign exchange contracts used for hedging purposes are accounted for on an equivalent 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 the date of issuance of this quarterly report, the Company was not engaged in any material litigation.

B12. Dividends 

      The directors have not recommended any interim dividend for the current financial year.

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 3,210,000 and the weighted average number of ordinary shares outstanding during the quarter of 45,183,000.

Weighted average number of ordinary shares                           

      Unit’000

Issued ordinary shares at beginning of the period                                45,113

Effect of shares issued in relation to Executive 

Share Option Scheme during the year                                                   70

Weighted average number of ordinary shares                                      45,183











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 3,210,000 and the weighted average number of ordinary shares during the quarter of 45,390,000.

Weighted average number of ordinary shares (diluted) 

          

                  Unit’000
Weighted average number of ordinary shares                                      45,183 

Effect of shares issued on full subscription for all  

outstanding Executive Share Option Scheme shares                           207

Weighted average number of ordinary shares (diluted)                        45,390






