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Condensed Consolidated Balance Sheet 

At 31 May 2005
	
	At Quarter

Ended
	
	At Year

Ended

	

	31 May 2005

RM’000
	
	31 May 2004

RM’000

	Property, plant and equipment


Investments in associates 

Other investments

Intangible Assets
	90,654

1,603

3,157

2,677
	
	86,253

1,582

3,151

2,677

	Current assets
	98,091
	
	93,663

	
Inventories


Trade and other receivables

Tax recoverable


Cash and cash equivalents
	31,747

64,206

1,164

5,794
	
	26,650

57,290

1,279

5,820

	
	102,911
	
	91,039

	Current liabilities
	
	
	

	
Trade and other payables


Borrowings

   Provision for taxation 
	13,133

75,582

12
	
	13,088

61,666

-

	
	88,727
	
	74,754

	Net current assets
	14,184
	
	16,285

	
	112,275
	
	109,948

	Financed by:-

Capital and reserves


Share capital


Reserves
	42,583

26,622
	
	38,712

31,457

	Minority shareholders’ interest

Negative goodwill

Long term and deferred liabilities
	69,205

-

763


	
	70,169

194

763



	
Borrowings


Deferred taxation
	36,873

5,434
	
	33,795

5,027

	
	42,307
	
	38,822

	
	112,275
	
	109,948


The Condensed Balance Sheet should be read in conjunction with audited financial statements for the year ended 31 May 2004. 

Condensed Consolidated Income Statement

For the year ended 31 May 2005

	
	Current Quarter
	
	Year to Date

	



	31-05-2005

RM’000
	
	31-05-2004

RM’000
	
	31-05-2005

RM’000
	
	31-05-2004

RM’000

	
	
	
	
	
	
	
	

	Revenue
	53,973
	
	47,525
	
	194,232
	
	170,557

	Cost of sales 
	(46,902)
	
	(43,240)
	
	(172,298)
	
	(150,913)

	Gross profit
	7,071
	
	4,285
	
	21,934
	
	19,644

	Other operating income
	1,194
	
	1,710
	
	6,064
	
	5,116

	Distribution costs
	(2,215)
	
	(1,707)
	
	(8,068)
	
	(8,102)

	Administration expenses
	(3,354)
	
	(2,937)
	
	(12,802)
	
	(11,433)

	Other operating expenses
	(190)
	
	(112)
	
	(488)
	
	(354)

	Profit from operations
	2,506
	
	1,239
	
	6,640
	
	4,871

	Finance cost

Interest income

Exceptional items (Note A4)
	(1,505)

22

(1,717)
	
	(1,261)

45

-   
	
	(5,418)

58

(1,717)
	
	(4,881)

66

-   

	Income/(Loss) from associates
	(13)
	
	11
	
	(152)
	
	1

	Profit/(Loss) before tax
	(707)
	
	34
	
	(589)
	
	57

	Income tax expenses
	(439)
	
	(306)
	
	(570)
	
	(472)

	Loss after tax
	(1,146)
	
	(272)
	
	(1,159)
	
	(415)

	Minority interest
	-
	
	5
	
	195
	
	5

	Net loss from ordinary

activities 
	(1,146)
	
	(267)
	
	(964)
	
	(410)

	Extraordinary items 
	-
	
	-
	
	-
	
	-

	Net loss for the period
	(1,146)
	
	(267)
	
	(964)
	
	(410)

	
	
	
	
	
	
	
	

	Basic earnings per ordinary share (sen)
	(2.69)
	
	(0.63)
	
	(2.26)
	
	(0.96)

	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 2004. 

Condensed Consolidated Statement of Changes in Equity

For the year ended 31 May 2005

	

	Share

Capital

RM’000
	
	Non-

Distributable

Share 

Premium

RM’000
	
	Distributable

Retained 

profits

RM’000
	
	Total

RM’000

	
	
	
	
	
	
	
	

	At 1 June 2004 
	38,712
	
	10,752
	
	20,705
	
	70,169

	Issued during the year
	3,871
	
	(3,871)
	
	-
	
	-

	
	42,583
	
	6,881
	
	20,705
	
	70,169

	Net loss for the year

	-
	
	-
	
	(964)
	
	(964)

	At 31 May 2005
	42,583
	
	6,881
	
	19,741
	
	69,205


	At 1 June 2003 (As previously reported)
	38,686
	
	10,742
	
	21,766
	
	71,194

	Prior Year Adjustment *
	-
	
	-
	
	(651)
	
	(651)

	At 1 June 2003 (As restated)
	38,686
	
	10,742
	
	21,115
	
	70,543

	Issued of shares in respect of

  Employees’ Share Option Scheme 

Net loss for the year
	26

-
	
	10

-
	
	-

 (410)
	
	36

(410)

	At 31 May 2004
	38,712
	
	10,752
	
	20,705
	
	70,169


Note :-

*  Prior year adjustment amounting to RM651,000 was made as the Group has changed its accounting policy with respect to recognition of deferred tax liabilities for all temporary differences in compliance with the MASB 25, Income Taxes. 
The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with audited financial statements for the year ended 31 May 2004. 

Condensed Consolidated Cash Flow Statement

For the year ended 31 May 2005

	
	31-05-2005

RM’000
	
	31-05-2004

RM’000

	Cash Flow From Operating Activities :

  (Loss)/Profit before taxation

Adjustments for :

  Depreciation

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

  Provision for impairment loss of property 

  Allowance for bad and doubtful debts 

  Interest expenses

  Interest income

  Property, plant and equipment written off

  Share of (profit)/loss in associates
	(589)

10,390

13

1,717

168

5,418

(58)

-

152
	
	57

10,733

(171)

256

4,881

(66)

71

(1)

-

	Operating profit before working capital changes

  Decrease in working capital 
	17,211

(11,623)
	
	15,760

(21,347)

	Cash generated from/ (used in) operations

  Interest paid

  Income tax paid
	5,588

(5,418)

(82)
	
	(5,587)

(4,881)

(197)

	Net cash generated from/(used in) operating activities
	88
	
	(10,665)

	Cash Flows From Investing Activities :

  Acquisition of subsidiary, net of cash acquired

  Purchase of investments, property, plant and equipment

  Interest received

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

(17,021)

58

853
	
	(299)

(1,249)

66

404

	Net cash used in investing activities
	(16,110)
	
	(1,078)

	Cash Flow From Financing Activities :

  Proceeds from issuance of shares

  Dividend paid

  Proceeds from bank borrowings
	-

-

15,781
	
	36

-

5,377

	Net cash generated from financing activities
	15,781
	
	5,413

	
	
	
	

	Net decrease in cash and cash equivalents

Cash and cash equivalents at 1 June
	(241)

5,820
	
	(6,330)

12,150

	Cash and cash equivalents at end of period
	5,579
	
	5,820


	Cash and cash equivalents comprise :


	31-05-2005

RM’000
	
	31-05-2004

RM’000

	Cash and bank balances

Short term deposit with licensed bank

Bank overdraft
	5,194

600

(215)
	
	5,820

-

-

	
	5,579
	
	5,820


The Condensed Consolidated Cash Flow Statement should be read in conjunction with audited financial statements for the year ended 31 May 2004. 

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 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 May 2004.  

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 2004.

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.  

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

The exceptional item in the current financial year are as follows:-









Current

Current









Quarter

    Year









RM’000

RM’000
Provision of impairment loss of properties                     (1,717)                            (1,717)

                                                                                            ======


======

As except disclosed above, 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

On 1 December 2004, the Company has issued 3,871,193 ordinary shares of RM1.00 each in respect of the bonus issue on the basis of 1 bonus share for every 10 existing shares held. There are no other 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

	
	12 months ended 

	
	2005
RM’000
	
	2004
RM’000
	
	2005
RM’000
	
	2004
RM’000

	By Activity :-
	
	
	
	
	
	
	

	Packaging

Transportation
	194,042

5,133
	
	168,754

5,102
	
	(1,067)

630
	
	(423)

479

	
	199,175
	
	173,856
	
	(437)
	
	56

	Inter-segment elimination
	(4,943)
	
	(3,299)
	
	-
	
	-

	Share of profit(loss) of associates
	-
	
	-
	
	(152)
	
	1

	Total
	194,232
	
	170,557
	
	(589)
	
	57


	By Geographical Location :-
	
	
	
	
	
	
	

	Malaysia
	187,914
	
	170,557
	
	923
	
	57

	Cambodia
	6,318
	
	-
	
	(1,512)
	
	-

	Total
	194,232
	
	170,557
	
	(589)
	
	57


A9.
Property, plant and equipment

Except for the provision of impairment loss of RM1,716,863 on three properties, the 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

On 21 May 2004 and 1 July 2004 respectively, the Company announced that its wholly owned subsidiary, HPI Resources (Overseas) Sdn Bhd (“HPIO”) had obtained the approval of the Cambodian Investment Board for the incorporation of Harta Packaging Industries (Cambodia) Limited (“HPICL”) and Harta Land Limited (“HLL”).  

The registered capital of HPICL is United States Dollars (“USD”) 1,100,000 comprising 1,000 shares of USD1,100 each and HPIO shall subscribe for the 1,000 shares of USD1,100 each representing 100% of the registered capital in HPICL.  The registered capital of HLL is Khemer Riels (“KHR”) 20,000,000 comprising 1,000 shares of KHR20,000 each and HPIO shall subscribe for 490 shares of KHR20,000 each representing 49% in HLL.  

HPICL is principally involved in the manufacturing of corrugated carton boxes and plastic film packaging products and has started its production since October 2004.  HLL is a land owner of a parcel of industrial land in Kandal Province, Cambodia.  The land was utilised by HPICL as a manufacturing plant for the corrugated carton boxes and plastic film packaging. 

A12.
Contingent liabilities 

a)  
Corporate Guarantee

	
	1.6.2004

RM’000
	
	Change

RM’000
	
	31.05.2005

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 
	118,787

1,651
	
	17,636

39
	
	136,423

1,690

	
	120,438
	
	17,675
	
	138,113


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

b)
On 14 January 2005, Kastam Diraja Malaysia, Johor (“Kastam Malaysia”) has issued a Notice of Demands to Harta Packaging Industries Sdn Bhd (“Harta”), a subsidiary of HPI for the claims of sales tax of RM230,331 and import duty of RM253,004 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 subsidiary, Harta Packaging Industries (Perak) Sdn Bhd (“Harta Perak”) without permission from Kastam Malaysia. 


Harta has on 14 January 2005 appealed to Kastam Malaysia on the said Notice of Demands with detailed explanation and supporting of relevant documents and information.  As at todate, the appeal is still pending decision from Kastam Malaysia. 

A13.
Capital commitments 

	
	
	31.05.2005

RM’000

	Property, plant and equipment 

 Contracted but not provided for in the financial statements
	
	521


A14.
Related party transactions


Related party transactions of the Group for the year ended 31 May 2005 are as follows:-


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

	
	31.05.2005

RM’000

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

  Sales of plastic bags and related material

  Transport charges

  Provision of security guard, vehicle repairs and insurance services

  Rental of factory

  Management fee paid for internal audit services
	1,151

717

161

59

104

164

	Mega Labels & Stickers Sdn Bhd
  Purchase of labels and stickers
	153

	Cross Creek Distribution Sdn Bhd
  Purchase of Cross Creek brand apparels 
	1

	Beauty Electronics Embroidery Centre Sdn Bhd
  Provision of transport, security guard and insurance services
	6

	Keza Sdn Bhd 

  Provision of transport, security guard and insurance services 
	8

	PCCS Garments Limited and Jusca Garments (Cambodia) Limited

  Sales of corrugated carton boxes and plastic film packaging
	1,950



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


	
	31.05.2005

RM’000

	Parit Raja United Transport Sdn Bhd 
  Transport charges  
	316


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 Bursa Malaysia Listing Requirements

B1.
Review of performance


The Group’s turnover for the fourth quarter and twelve months ended 31 May 2005 have increased by 13.6% and 13.9% respectively as compared to preceding year corresponding period. 

         Excluding the effect of exceptional items of RM1.717 million, the performance of Group has improved from profit before tax of RM57,000 in the preceding year corresponding period to a profit of RM1.128 million for the twelve months period ended 31 May 2005.

         The Group recorded a loss before tax and minority interest of RM589,000 for the twelve months period ended 31 May 2005, due mainly to the provision of impairment loss on properties with amounts of RM1.717 million.

B2.
Variation of results against preceding quarter


Excluding the effect of exceptional items of RM1.717 million, the profit before tax and minority interest for the current quarter was RM1.010 million compared to a profit of RM34,000 in the current previous quarter. The favourable result was mainly due to higher turnover and reduction of cost of sales during the reporting quarter. 

B3.
Current year prospects


Barring unforeseen circumstances, the Group expect better performance for the year ending 31 May 2006.     

B4.
Profit forecast


Not applicable.

B5.
Tax expense

	
	           Current Quarter
	
	           Current Year

	
	2005

RM’000
	
	2004

RM’000
	
	2005

RM’000
	
	2004

RM’000

	Tax expenses

 - current 

 - prior year
Deferred tax expense

Share of taxation of associates
	54

(21)

406

  -  
	
	34

(24)

282

14
	
	230

(21)

406

(45)
	
	176
(12)

304

4

	
	439
	
	306
	
	570
	
	472


The effective tax rate on the Group’s profit is higher than the statutory tax rate principally due to certain expenses not deductible for tax purposes.    

B6.
Unquoted investments and properties

a) Acquisition of unquoted Investment 

On 21 June 2004, the Company acquired through its subsidiary, Harta Packaging Industries Sdn Bhd, 68,500 ordinary shares of RM1.00 each in Fibre Pak Malaysia Sdn Bhd for a cash consideration of RM412,000 resulting in an increase in the effective shareholding of the associate from 30% to 40%.

b) Disposals of unquoted investment

On 24 January 2005, the Company disposed off 150,000 ordinary shares of RM1.00 each representing its entire 30% shareholding in Iretex-Harta Packaging Sd Bhd for a total cash consideration of RM300,000.  The Company and the Group realise a gain on disposal of RM150,000 and RM6,000 respectively.

B7.
Quoted Securities 

Details of the quoted securities transacted during the financial quarter ended 31 May 2005 are as follows :-  

	
	Current 

Quarter
	
	Current

Year
	

	
	RM’000
	
	RM’000


	

	Purchase of quoted securities
	-
	
	6
	

	
	
	
	
	


Investments in quoted securities as at 31 May 2005 are as follows :-

	
	Cost

RM’000
	
	Book value

RM’000
	
	Market value

RM’000

	Total quoted investments 
	26
	
	26
	
	14


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 

31-05-2005

RM’000
	
	As at 

31-5-2004

RM’000

	Current
	
	
	

	
Secured 

· Overdraft

· Bankers’ acceptance

· Hire purchase creditor

· Term loan
	-

8,378

445

1,848
	
	-

8,899

114

1,019

	   Unsecured

· Overdraft

· Bankers’ acceptance

· Term loan
	215

64,696

-
	
	-

51,634

-

	
	
	
	

	
	75,582
	
	61,666

	Non-current
	
	
	

	
Secured

· Term loan

· Hire purchase creditor

   Unsecured 

· Term loan


	6,249

624

30,000
	
	3,459

336

30,000

	
	36,873
	
	33,795


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 litigation as at date of this quarterly report.   

B12.
Dividends

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

B13.
Earnings per share

Basic earnings per share

The calculation of basic earnings per share is based on the net loss after tax attributable to ordinary shareholders of RM964,000 and the number of ordinary shares outstanding during the twelve (12) months period of 42,583,000. 

BY ORDER OF THE BOARD

CHAN CHOR NGIAK

MANAGING DIRECTOR

25 July 2005

4

