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Condensed Consolidated Balance Sheet 

At 30 November 2003

	
	At Quarter

Ended
	
	At Year

Ended

	

	30 Nov 2003

RM’000
	
	31 May 2003

RM’000

	Property, plant and equipment


Investments in associates 

Other investments

Goodwill on consolidation
	90,840

1,589

3,133

1,914
	
	95,560

1,586

3,148

1,914

	Current assets
	97,476
	
	102,208

	
Inventories


Trade and other receivables

Tax recoverable


Cash and cash equivalents
	21,478

48,999

1,230

5,218
	
	18,057

43,812

1,234

12,869

	
	76,925
	
	75,972

	Current liabilities
	
	
	

	
Trade and other payables


Borrowings
	12,912

52,379
	
	12,595

52,399

	
	65,291
	
	64,994

	Net current assets
	11,634
	
	10,978

	
	109,110
	
	113,186

	Financed by:-

Capital and reserves


Share capital


Reserves
	38,686

32,225
	
	38,686

32,508

	Long term and deferred liabilities
	70,911


	
	71,194


	
Borrowings


Deferred taxation
	34,105

4,094
	
	37,920

4,072

	
	38,199
	
	41,992

	
	109,110
	
	113,186


The Condensed Balance Sheet should be read in conjunction with audited financial statements for the year ended 31 May 2003. 

Condensed Consolidated Income Statement

For the period ended 30 November 2003

	
	Current Quarter

          30 November
	
	Year to Date

    30 November

	



	2003

RM’000
	
	2002

RM’000
	
	2003

RM’000
	
	2002

RM’000

	
	
	
	
	
	
	
	

	Revenue
	41,536
	
	37,694
	
	80,050
	
	74,207

	Cost of sales 
	(36,167)
	
	(33,562)
	
	(69,756)
	
	(65,086)

	Gross profit
	5,369
	
	4,132
	
	10,294
	
	9,121

	Other operating income
	1,108
	
	994
	
	2,127
	
	2,034

	Distribution costs
	(2,151)
	
	(1,929)
	
	(4,220)
	
	(3,824)

	Administration expenses
	(2,887)
	
	(3,244)
	
	(5,789)
	
	(6,712)

	Other operating expenses
	(74)
	
	(40)
	
	(162)
	
	(64)

	Profit from operations
	1,365
	
	(87)
	
	2,250
	
	555

	Finance cost

Interest income
	(1,167)

6
	
	(995)

1
	
	(2,423)

21
	
	(1,973)

8

	Income/(Loss) from associates
	1
	
	8
	
	(7)
	
	158

	Profit/(Loss) before tax
	205
	
	(1,073)
	
	(159)
	
	(1,252)

	Income tax expenses
	(27)
	
	(31)
	
	(124)
	
	(150)

	Profit/(Loss) after tax
	178
	
	(1,104)
	
	(283)
	
	(1,402)

	Minority interest
	-
	
	24
	
	-
	
	36

	Net profit/(loss) from ordinary

Activities 
	178
	
	(1,080)
	
	(283)
	
	(1,366)

	Extraordinary items 
	-
	
	-
	
	-
	
	-

	Net profit/(loss) for the period
	178
	
	(1,080)
	
	(283)
	
	(1,366)

	
	
	
	
	
	
	
	

	Basic earnings per ordinary share (sen)
	0.46
	
	(2.79)
	
	(0.73)
	
	(3.53)

	Diluted earnings per share (sen)
	N/a
	
	N/a
	
	N/a
	
	N/a


The Condensed Consolidated Income Statement should be read in conjunction with audited financial statements for the year ended 31 May 2003. 

Condensed Consolidated Statement of Changes in Equity

For the period ended 30 November 2003

	

	Share

Capital

RM’000
	
	Non-

Distributable

Share Premium

RM’000
	
	Distributable

Retained profits

RM’000
	
	Total

RM’000

	
	
	
	
	
	
	
	

	At 1 June 2003 
	38,686
	
	10,742
	
	21,766
	
	71,194

	Net profit(loss) for the year

Dividends

	
	
	
	
	(283)

-
	
	(283)

-

	At 30 November 2003
	38,686
	
	10,742
	
	21,483
	
	70,911


	At 1 June 2002
	38,686
	
	10,742
	
	29,813
	
	79,241

	Prior Year Adjustment *
	-
	
	-
	
	(3,005)
	
	(3,005)

	
	38,686
	
	10,742
	
	26,808
	
	76,236

	Net profit(loss) for the year

Dividends
	
	
	
	
	 (1,366)

-
	
	(1,366)

-

	At 30 November 2002
	38,686
	
	10,742
	
	25,442
	
	74,870


Note :-

*  Prior year adjustment amounting to RM3,005,000 was made to exclude unutilised reinvestment allowance in determining the deferred tax position of the Group.

The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with audited financial statements for the year ended 31 May 2003. 

Condensed Consolidated Cash Flow Statement

For the period ended 30 November 2003

	
	30 Nov 2003

RM’000
	
	30 Nov 2002

RM’000

	Cash Flow From Operating Activities :

(Loss)/Profit before taxation

Adjustments for :

Depreciation

Loss/(Gain) on disposal of investment, property, plant & equipment

Allowance for bad and doubtful debts 

Interest expenses

Interest income

Property, plant and equipment written off

Share of (profit)/loss in associates
	(159)

5,398

(5)

489

2,423

(21)

7

7
	
	(1,252)

5,377

(161)

402

1,973

(8)

-

(158)

	Operating profit before working capital changes

Increase (Decrease) in working capital 
	8,139

(8,779)
	
	6,173

(9,685)

	Cash generated from/ (used in) operations

Interest paid

Income tax paid
	(640)

(2,423)

(107)
	
	(3,512)

(1,973)

(160)

	Net cash generated from/(used in) operating activities
	(3,170)
	
	(5,645)

	Cash Flows From Investing Activities :

Purchase of investments

Purchase of property, plant and equipment

Interest received

Proceeds from disposal of investment, property, plant and equipment
	-

(850)

21

185
	
	(3,273)

(3,531)

8

170

	Net cash used in investing activities
	(644)
	
	(6,626)

	Cash Flow From Financing Activities :

Dividend paid

Proceeds from/(Repayment) of bank borrowings
	-

(3,837)
	
	-

28,978

	Net cash generated from/(used in) financing activities
	(3,837)
	
	28,978

	
	
	
	

	Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 June
	(7,651)

12,869
	
	16,707

5,246

	Cash and cash equivalents at 30 November
	5,218
	
	21,953


Cash and cash equivalents comprise :

	
	30 Nov 2003

RM’000
	
	30 Nov 2002

RM’000

	Cash and bank balances

Short term deposit with licensed bank

Bank overdraft
	5,218

-
	
	15,703

6,250

-

	
	5,218
	
	21,953


The Condensed Consolidated Cash Flow Statement should be read in conjunction with audited financial statements for the year ended 31 May 2003. 

A.
Selected Explanatory Notes to the Interim Financial Report

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 May 2003.

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 May 2003. 

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 May 2003.

A2.
Audit qualification

The audit report of the Company for the preceding annual financial statements was not subject to any audit qualification.

A3.
Seasonal or cyclical factors


The business of the Group was not affected by any significant seasonal or cyclical factors in the current quarter.  Sales volume is normally lower in the third quarter mainly due to long holidays during festive seasons in the month of December and January.

A4.
Unusual items affecting the assets, liabilities, equity, net income or cash flows

There are no unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group for the current quarter and financial year-to-date.

A5.
Material changes in estimates

Not applicable. 

A6.
Issuances, cancellations, repurchases, resale and repayments of debts and equity securities

There are no issuances, cancellations, repurchases, resale and repayments of debts and equity securities for the current quarter and financial year-to-date.

A7.
Dividend paid


Since the end of previous financial year, no dividend was paid.   
A8.
Segment information

	
	   Revenue
	
	Profit/(loss)  before tax

	
	6 months ended

	
	2003
RM’000
	
	2002
RM’000
	
	2003
RM’000
	
	2002
RM’000

	Packaging

Transportation
	85,125

2,565
	
	78,076

2,675
	
	(509)

357
	
	(1,642)

232

	
	87,690
	
	80,751
	
	(152)
	
	(1,410)

	Inter-segment elimination
	(7,640)
	
	(6,544)
	
	-
	
	-

	Share of profit(loss) of associates
	-
	
	-
	
	(7)
	
	158

	Total
	80,050
	
	74,207
	
	(159)
	
	(1,252)


A9.
Property, plant and equipment

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

A10.
Material events subsequent to period end

There are no material events subsequent to the end of the period reported that have not been reflected in this quarterly report.

A11.
Changes in composition of the Group


There are no changes in the composition of the Group for the current quarter and current year-to-date.

A12.
Contingent liabilities 

a)  
Corporate Guarantee

	
	31.5.2003

RM’000
	
	Change

RM’000
	
	30.11.2003

RM’000

	Corporate guarantee issued to financial

 institutions for credit facilities granted to

 subsidiaries 

Bank guarantee granted to third parties in the 

 normal course of business 
	125,835

1,624
	
	(5,904)

(104)
	
	119,931

1,520

	
	127,459
	
	(6,008)
	
	121,451


Accordingly, the Company is contingently liable to the extent of the amount owed by the subsidiaries. 

b)
Kastam Diraja Malaysia, Johor (“Kastam Malaysia”) has on 22 December 2003 issued Notice of Demands to Harta Packaging Industries Sdn Bhd (“Harta”), a subsidiary company of HPI for the claims of sales tax of RM767,771 and import duty of 843,347 under Sales Tax Act, 1972 and Custom Act, 1967 respectively. The claims are issued in respect of the transfer of raw materials (paper rolls) to another corrugated board and carton manufacturing company (Harta Packaging Industries (Perak) Sdn Bhd (“Harta Perak”)) without permission from Custom Department. 


After consultation with legal adviser, the Directors are of the opinion that the foregoing matter can be settled amicably as the transfer of paper rolls to Harta Perak (another subsidiary of HPI and also licensed corrugated board and carton manufacturer with CJ5 License and Section 14(2) Exemption at the point of transfer) was to assist Harta Perak in the initial set up of corrugated plant and also on-going business requirement for different types of materials requested by customers.  The paper rolls transferred were used for the manufacturing of corrugated board and carton.  


Harta has on 20 January 2004 appealed to Kastam Malaysia on the said Notice of Demands with detailed explanation and supporting of relevant documents and information.  

A13.
Capital commitments 

	
	
	30.11.2003

RM’000

	Property, plant and equipment 

 Contracted but not provided for in the financial statements
	
	1,045


A14.
Related party transactions


Related party transactions of the Group for the six months period ended 30 November 2003 are as follows:-


With companies in which Chan Choo Sing, Chan Chow Tek, Chan Chor Ngiak and Chan Chor Ang, Directors have interest :

	
	30.11.2003

RM’000

	Perusahaan Chan Choo Sing Sdn Bhd 
  Sales of corrugated board and carton

  Sales of polybags and related material

  Transport charges

  Provision of security guard, vehicle repairs and insurance services

  Rental of factory

  Management fee paid for internal audit services
	444

206

103

21

53

80

	Mega Labels & Stickers Sdn Bhd
  Purchase of labels and stickers
	20

	Cross Creek Distribution Sdn Bhd
  Purchase of Cross Creek brand apparels 
	4

	Beauty Electronics Embroidery Centre Sdn Bhd
  Provision of transport, security guard and insurance services
	3

	Keza Sdn Bhd 

  Provision of transport, security guard and insurance services 
	-

	Hua Jin Holding Bhd 

  Room, catering and related expenses


	3



With company in which Chan Choo Sing, a Director, has interest


	
	30.11.2003

RM’000

	Parit Raja United Transport Sdn Bhd 
  Transport charges  

  
	302


The Directors are of the opinion that the above transactions have been entered into in the normal course of business and have been negotiated under terms that are not less favourable than arranged with third parties.  

B.
Additional Information Required by the KLSE Listing Requirements

B1.
Review of performance


The Group’s turnover for the second quarter and six months ended 30 November 2003 have increased by 10.2% and 7.9% respectively as compared to preceding year corresponding period.  As a results of the increased in turnover, the Group managed to reduce pre-tax loss from RM1.25 million in the preceding year to pre-tax loss of RM159,000 for the six months ended 30 November 2003.  

B2.
Variation of results against preceding quarter


For the current quarter under review, the Group recorded profit before tax and minority interest of RM205,000 compared to a loss of RM364,000 in the previous quarter.  The improvement was mainly due to higher turnover as the demand for the corrugated carton have increased in tandem with the improving Malaysia’s economic conditions.     

B3.
Current year prospects


The Group anticipates that the business environment for the remaining periods to the end of the financial year ending 31 May 2004 to remain competitive.    

B4.
Profit forecast


Not applicable.

B5.
Tax expense

	
	           Current Quarter

  
	
	           Current Year

	
	2003

RM’000
	
	2002

RM’000
	
	2003

RM’000
	
	2002

RM’000

	Tax expenses

 - current 

 - prior year
Deferred tax expense

Share of taxation of associates
	31

-

-

(4)
	
	28

-

-

3
	
	99

12

22

(9)
	
	108
-

-

42

	
	27
	
	31
	
	124
	
	150


Despite business losses for the Group, current tax expenses incurred due to tax charge on profit of certain subsidiaries cannot be offset against losses of other subsidiaries for tax purposes, as group relief is not applicable.  

B6.
Unquoted investments and properties

There were no profits on sales of unquoted investments as there were no disposals of unquoted investments for the current quarter and financial year-to-date.

B7.
Quoted Securities 

Details of the quoted securities for the financial quarter ended 30 November 2003 are as follows :- 

	
	Current 

Quarter
	
	Current

Year
	

	
	RM’000
	
	RM’000


	

	Sales proceeds

Cost of investment
	-

-
	
	15

(15)
	

	Profit on disposal *
	-
	
	-
	


 * Profit from the disposal of quoted securities is negligible.

Investments in quoted securities as at 30 November 2003 are as follows :-

	
	Cost

RM’000
	
	Book value

RM’000
	
	Market value

RM’000

	Total quoted investments 
	3
	
	3
	
	1


B8.
Status of corporate proposal announced

One of the conditions set by Ministry of International Trade and Industry (“MITI”) when the Company’s proposal to acquire Harta Packaging Industries (Perak) Sdn Bhd (“Harta Perak”) was approved vide its letter dated 5 July 2000 and 8 November 2000 was compliance with the equity condition of the manufacturing licence of Harta Perak.  The Company has yet to issue 3,000,000 new ordinary shares of RM1.00 each to Bumiputra Investor in compliance with MITI conditions.    

B9.
Group borrowings and debt securities

The borrowings of the Group all denominated in Ringgit Malaysia are as follows:-

	
	As at 

30 Nov 2003

RM’000
	
	As at 

31 May 2003

RM’000

	Current
	
	
	

	
Secured 

· Overdraft

· Bankers’ acceptance

· Hire purchase creditor

· Term loan
	-

4,823

48

1,173
	
	636

5,684

190

1,289

	   Unsecured

· Overdraft

· Bankers’ acceptance

· Import trade financing

· Term loan
	-

38,408

7,927

-
	
	-

40,756

2,649

1,195

	
	
	
	

	
	52,379
	
	52,399

	Non-current
	
	
	

	
Secured

· Term loan

· Hire purchase creditor

   Unsecured 

· Term loan


	4,054

51

30,000
	
	5,820

25

32,075

	
	34,105
	
	37,920


B10.
Off balance sheet financial instruments

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

B11.
Changes in material litigation

There are no pending material litigations as at date of this quarterly report. manufacturing of corrugated board and carton.  

B12.
Dividends

The Directors do not recommend any dividend to be paid for the period under review.  

B13.
Earnings per share

(a) Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net loss after tax attributable to ordinary shareholders of RM283,000 and number of ordinary shares outstanding during the six months period of 38,686,000. 

(b) Weighted average number of ordinary shares

The calculation of basic earnings per share based on the weighted average number of ordinary shares is not applicable as there were no new shares issued during the quarter and the number of issued ordinary shares at beginning and end of the 6 months period ended 30 November 2003 are the same.

(c) Diluted earnings per share

No dilution has been computed for the quarter as the fair value of the ordinary shares as at the quarter ended is lower than the exercise price of ESOS.

B14.
Compliance to the KLSE Listing Requirements 

In accordance to the KLSE Listing Requirement, the Second Board listed company must have a minimum paid up capital of RM40,000,000.  The Company paid up capital as at date of this report is RM38,685,935. The Company is currently working on a new corporate proposal to meet the said minimum paid up capital requirement.  

BY ORDER OF THE BOARD

CHAN CHOO SING

EXECUTIVE CHAIRMAN

29 January 2004

1

