Notes to the Interim Financial Report for the quarter ended 30 September 2006

A. DISCLOSURE REQUIREMENTS AS PER FRS 134

A1. 
Basis of Preparation


The interim financial report is unaudited and has been prepared in compliance with the requirements of FRS 134: 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 year ended 31 December 2005.


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 2005 except for the adoption of new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006 and changes in accounting policy on the treatment of short term investment.
         The principal effects of the changes in accounting policies resulting from adoption of applicable new/revised FRS and the change in accounting policy are discussed below:

(a) FRS 101:Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of minority interests and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and the minority.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation.    

(b) Short term investment
The Group’s investment, namely Pheim Income Fund is now initially recognised at fair value and subsequently re-measured to fair value at the balance sheet date with all gains and losses recognised in profit or loss in the period in which the change in fair value arises. Prior to 1 January 2006, such investment was classified as other investment and accounted for at cost.
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


The revised FRS 116: Property, Plant and Equipment (“PPE”) requires the review of the residual value and remaining useful life of an item of PPE at each financial year end. The Group shall revise the residual values and the estimated useful lives of certain plant and machineries with effect from 1 January 2006. The revision will be accounted for as change of accounting estimates.

         Except as mentioned above, there are 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 (“ESOS”)

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


Since 7 April 2006, 196,000 ordinary shares of RM1.00 each have been issued (86,000 shares at an option price of RM1.30 per share and 110,000 shares at an option price of RM1.32 per share) to eligible employees following the exercise by them of the options granted under the ESOS.

A7. 
Dividends Paid
                     
    9 months ended

       30 September

    2006             2005

RM’000       RM’000

Ordinary 


 Final paid:


 2005 – 10.0% final tax-exempt per share and

                   2% special tax-exempt per share
   



(2004 – 10.0% final tax-exempt per share and

                   5% special tax-exempt per share
)
  5,453
  
6,804

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
On 1 September 2006, the Company announced that it has received a notice of conditional mandatory take-over offer from AmMerchant Bank Berhad, on behalf of Singapore Pacific Investments Pte Ltd (“SPI”), a wholly-owned subsidiary of New Toyo International Holdings Ltd (“NTIH”), to acquire:-

a) the remaining 23,073,400 ordinary shares of RM1.00 each (“Shares”), representing approximately 50.65% of the issued and paid-up capital of the Company, which were not held directly or indirectly by SPI and the parties acting in concert with it (“PAC”) as at 1 September 2006; and

b) all the new Shares that may be allotted and issued up to the close of the Offer (defined below) pursuant to the exercise of outstanding options granted under the ESOS.  

for a cash consideration of RM2.00 per Share (“Offer”), subject to the terms and conditions as set out in the Offer Document. 
As at 12 October 2006, SPI and the PAC are the registered and beneficial owners of 22,484,200 Shares representing approximately 49.35% of the issued and paid-up capital of the Company. 

The Offer Document and Independent Advice Circular were despatched to shareholders on 17 October 2006 and 20 October 2006 respectively. The Offer will be kept open for acceptances for a period of not less than twenty-one (21) days from the despatch date of the Offer Document, i.e. until 5.00 p.m. on 7 November 2006 (“Closing Date”). On 1 November 2006, SPI received acceptances resulting in SPI and PAC holding more than 50% of the issued and paid-up capital of the Company. Accordingly, the Offer became unconditional and the Closing Date was extended until 5.00 p.m. on 15 November 2006. As at 15 November 2006, the total shareholdings of SPI and PAC in the Company were 24,756,400 or 54.25%.
A11. Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations 

A12. Changes in Contingent Liabilities

As at 13 November 2006, 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 September 2006

       

RM ‘000

Property, plant and equipment

                  Authorised but not contracted for
739 


      Contracted but not provided for in 


      the financial statements
      9,530 



           --------



           10,269


            =====

A17.
Related Party Transactions

There were no related party transactions with its associate for the financial quarter ended 30 September 2006.

B.  Additional information required by the Listing Requirements of Bursa Malaysia Securities Berhad
B1. 
Review of Performance 


The Group recorded a profit before tax and minority interests of RM4,376,000 and RM10,241,000 for the third quarter and nine months ended 30 September 2006 respectively as compared to RM6,398,000 and RM13,938,000 for the corresponding quarter of the preceding year.


For the quarter under review, the Group’s revenue decline by 3.8% to RM33.1 million as compared to RM34.4 million in the third quarter 2005. The profit before tax and minority interest dropped by 31.6% or RM2.0 million mainly due to weak market demand for local cigarette packaging materials and was mitigated by our development of export market which incurred higher marketing expenses.

In addition, the cumulative results were adversely impacted by the one-off provision of RM1,042,000 incurred in the first quarter as a form of compensation to abolish the pension/gratuity benefits scheme and RM634,000 incurred in the second quarter arising from the termination of the corporate proposal with NTIH Group. In addition, higher marketing expenses were incurred in the development of new export markets. 

B2. 
Variation of Results against Preceding Quarter

For the third quarter ended 30 September 2006, the Group’s profit before tax and minority interests improved to RM4,376,000 as compared to RM2,851,000 for the preceding quarter. 

For the quarter under review, the Group’s revenue improved by 21.2% to RM33.1 million as compared to RM27.3 million in the second quarter 2006 due to better demand for cigarette packaging materials for both domestic and export markets. This has resulted in the improvement of the Group’s profit before tax and minority interests which grew by 31.3% or RM891,000 before the one-off expense of RM634,000 incurred in the second quarter 2006 arising from the termination of the corporate proposals with NTIH Group. 
B3. 
Current Year Prospects

The domestic market will remain weak for the remaining year and the Group expects export business to increase to mitigate the lower domestic revenue. The Group has also taken measures to improve profit margins through initiatives to reduce cost and improve productivity. 
B4. 
Profit Forecast


Not applicable as no profit forecast was published.

B5. 
Tax  Expense

    
3rd Quarter ended
9 months ended 


30 Sept 
30 Sept 

 
    2006
    2005
     2006 
    2005


RM’000
RM’000
RM’000
RM’000

Income tax expense

- 
Current year
506
825
1,665
2,000
· (Over)/ Under 


provided in prior year
-
-
-
-




_____
_____
_____
____


506
825
1,665        
2,000
- 
Deferred tax expense 
213
182
1,229
         (54)



_____
_____
_____
____

 
719
1,007
2,894
1,946
Share of associate’s taxation
48
19
80
64
 


_____
 _____
____
____




767
1,026
2,974
2,010
 


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


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 but higher for the year-to-date due to certain expenses not being allowable for tax purposes.

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 Holdings Berhad (“TWPH”) and Tien Wah Press (M) Sdn Bhd, a wholly-owned subsidiary of the Company had on 12 August 2003 and 20 April 2005 appointed Pheim Unit Trusts Berhad as the respective companies’ agent to invest RM3,000,000 and RM2,000,000 respectively in Pheim Income Fund. 

The market values of the investment are as follows:-

Investments in quoted securities

As at 30 Sept 2006

RM ‘000

                   At cost
5,000

                   At book value
5,938
                   At market value 
5,938
B8. 
Status of corporate proposals announced

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

On 1 September 2006, the Company announced that it has received a notice of conditional mandatory take-over offer from AmMerchant Bank Berhad, on behalf of SPI, a wholly-owned subsidiary of NTIH, to acquire:-

a) the remaining 23,073,400 ordinary shares of RM1.00 each, representing approximately 50.65% of the issued and paid-up capital of the Company, which were not held directly or indirectly by SPI and the PAC as at 1 September 2006; and

b) all the new Shares that may be allotted and issued up to the close of the Offer pursuant to the exercise of outstanding options granted under the ESOS.  

for a cash consideration of RM2.00 per Share, subject to the terms and conditions as set out in the Offer Document. 

As at 12 October 2006, SPI and the PAC are the registered and beneficial owners of 22,484,200 Shares representing approximately 49.35% of the issued and paid-up capital of the Company. 

The Offer Document and Independent Advice Circular were despatched to shareholders on 17 October 2006 and 20 October 2006 respectively. The Offer will be kept open for acceptances for a period of not less than twenty-one (21) days from the despatch date of the Offer Document, i.e. until 5.00 p.m. on 7 November 2006. On 1 November 2006, SPI received acceptances resulting in SPI and PAC holding more than 50% of the issued and paid-up capital of the Company. Accordingly, the Offer became unconditional and the Closing Date was extended until 5.00 p.m. on 15 November 2006. As at 15 November 2006, the total shareholdings of SPI and PAC in the Company were 24,756,400 or 54.25%.
B9. 

Borrowing and Debt Securities


There were no borrowing and debt securities for the current financial year-to-date.

B10. 
Off Balance Sheet Financial Instruments

As at 30 September 2006, 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 30 September 2006 is RM5,019,238 to hedge against its foreign currency sales of USD1,380,660.

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 

(a) The Company had on 14 July 2006 paid a final tax-exempt dividend of 10% per share and a special tax exempt dividend of 2% per share totalling RM5,452,392 in respect of the financial year ended 31 December 2005.
(b) The Company had on 9 October 2006 paid an interim dividend of 5% per share and a special tax exempt dividend of 5% per share totalling RM4,555,760 in respect of the financial year ending 31 December 2006.

(c) The Company did not pay any interim dividend in respect of the financial year ended 31 December 2005.

(d) The total dividend paid for the current financial year ending 31 December 2006 is 10% 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 RM3,059,000 and the weighted average number of ordinary shares outstanding during the quarter of 45,452,000.

Weighted average number of ordinary shares                           

      Unit’000

Issued ordinary shares at beginning of the period                            45,362

Effect of shares issued in relation to Executive 

Share Option Scheme during the year                                         90

Weighted average number of ordinary shares                                  45,452











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 RM3,059,000,000 and the weighted average number of ordinary shares during the quarter of  45,538,000.
Weighted average number of ordinary shares (diluted) 

          

                  Unit’000
Weighted average number of ordinary shares                                45,452
Effect of shares issued on full subscription for all  

outstanding Executive Share Option Scheme shares                 86

Weighted average number of ordinary shares (diluted)                  45,538






