TSH RESOURCES BERHAD (49548-D) (“TSH” OR “THE COMPANY”)

Notes

1. Accounting policies

The accounting policies and method of computation used in the preparation of the quarterly financial statements are consistent with the 2000 annual financial statement.

2. Exceptional items

There were no exceptional items for the financial quarter under review.

3. Extraordinary items

There were no extraordinary items for the financial quarter under review.

4. Taxation

Taxation for the quarter under review of RM649,156 includes deferred taxation provision of RM531,000. Tax charge for the quarter under review is lower than the statutory tax rate due to availability of tax losses and unabsorbed capital allowance for the Company and certain subsidiaries.

5. Pre-acquisition profits

Pre-acquisition profit of RM137,007 has been included in the profit before taxation for the quarter under review.

6. Profits on sale of investments and/or properties

There were no profits on sale of investment or properties during the financial quarter under review.  

7. Particulars of Purchase or Disposal of Quoted Securities

There is no purchase or disposal of quoted securities during the financial quarter under review.

8. Changes in the composition of the Company 

On 14 February 2001, the Company acquired an additional 750,000 ordinary shares of RM1.00 each in its 80% owned subsidiary, TSH Ekowood Sdn. Bhd. (“TSH Ekowood”) (formerly known as TSH-Smallholders Sdn Bhd) from Sikap Hasrat Sdn. Bhd. for a total cash consideration of RM4,670,100. The acquisition thereby increased the total equity holding of TSH in TSH Ekowood to 4,750,000 ordinary shares of RM1.00 each, representing 95% of the total issued and paid up capital of TSH Ekowood. 

9. Status of Corporate Proposals

i) On 13 March 2001, Commerce International Merchant Bankers Berhad announced on behalf of TSH that the Company proposes to implement a new employees’ share option scheme (“Proposed ESOS”) for eligible employees and Executive Directors of TSH and its subsidiaries to subscribe up to ten percent (10%) of the issued and paid-up share capital of TSH at the time of the offer.

The Proposed ESOS is conditional upon approvals being obtained from the following:-

(a) the Securities Commission;

(b) the Kuala Lumpur Stock Exchange for the listing of and quotation for the new ordinary shares to be issued pursuant to the Proposed ESOS; and

(c) the shareholders of the Company at an Extraordinary General Meeting (“EGM”) to be convened

The Company is in the process of submitting the necessary applications to the relevant authorities.

ii) On 27 March 2001, an announcement was made by the Company on the proposal to seek approval from the shareholders of the Company at an EGM to be convened, to purchase and hold its own shares up to a maximum of 10% of the issued and paid-up share capital of the Company through the Kuala Lumpur Stock Exchange.

10. Seasonal or Cyclical Factors

The effects of seasonal or cyclical fluctuations are explained under Review of Performance of the Company and its principal subsidiaries.

11. Issuances and Repayment of Debt and Equity Securities 

The issued and fully paid-up share capital of the Company was increased from 87,580,528 to 87,731,528 during the financial quarter ended 31 March 2001 by the issue of 151,000 new ordinary shares of RM1.00 each under the Employees’ Share Option Scheme.

12. Group Borrowings and Debt Securities

As at

31 March 2001

Total Group borrowings



- secured
RM
40,500,000

- unsecured 
RM
40,549,245





Repayable within next twelve months



- secured
RM
9,000,000

- unsecured 
RM
40,549,245





Repayable after next twelve months



- secured
RM
31,500,000

- unsecured
RM
0


All borrowings are denominated in Ringgit Malaysia.

13. Contingent Liabilities

There are no contingent liabilities to be disclosed as at the date of this report.

14. Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risks issued during the financial quarter ended 31 March 2001 and as at the date of this report that might materially affect the position or business of the Group.

15. Material Litigation

Save as disclosed below, neither the Company nor any of its subsidiaries is engaged in any material litigation either as plaintiff or defendant as at the date of this report and the Directors do not have any knowledge of any proceeding pending or threatened against the Company or its subsidiaries or of any facts likely to give rise to any proceedings which might materially affect the position of the Company and its subsidiaries:-

TSH Ekowood Sdn. Bhd. (“TSH Ekowood”), a 95%-owned subsidiary of the Company, has on 19 September 1997 filed a suit in Ipoh High Court against Gopeng Land & Properties Sdn. Bhd. (“Gopeng”), Villa Technobuild Sdn. Bhd. (“Villa”) and Chuah Cheng Hoe (“CCH”) (practising as CH Chuah Associates) for loss and damages arising from the breach of contract and/or negligence on the part of the defendants as follows:-

(a) breach of contract and/or negligence by Gopeng in carrying out the infilling works on a piece of land in the Gopeng Industrial Park in accordance with the Sale and Purchase Agreement dated 18 January 1995 between TSH Ekowood and Gopeng resulting in severe damage to the factory buildings and associated external works (“Works”) located within and/or nearby the aforesaid land;

(b) breach of contract by Villa of the construction contract dated 15 March 1995 in failing to construct the Works in a good or workmanlike manner or with good or proper materials and therefore the Works are not fit for its purpose and cannot be properly used as a wood product factory; and

(c) breach by CCH of his contract of employment with TSH Ekowood as consultant engineer and/or negligence in failing to exercise due professional skill and care in the performance of his services resulting in the Works containing serious and substantial defects which prevent the Works from being properly and efficiently used as a wood product factory.

In the abovementioned suit, TSH Ekowood claimed against Gopeng and Villa, inter alia, for damages of RM45,160,104.10  and general damages for loss of goodwill to be assessed by the Court and against CCH, inter alia, for the sum of RM16,284,872.89 being the amount paid to Villa under the construction contract, or alternatively, for damages to the sum of RM45,160,369.00 and general damages for loss of goodwill to be assessed by the Court.

The trial date for the above suit has yet to be fixed by the Court.

The Board of Directors, in consultation with the lawyers, is of the opinion that the outcome of the case will be favourable to TSH Ekowood.

16. Segmental Reporting 


a)
Business segments


Turnover

RM
Profit/(Loss)Before Taxation

RM
Total Assets

Employed

RM

Cocoa manufacturing and 

Trading
6,120,887
115,008
35,890,138

Plantations and palm oil milling
13,834,592
1,243,169
141,844,531

Wood manufacturing and trading 
21,866,897
2,561,726
113,530,401

Forestation
0
(60,333)
11,124,828


41,822,376
3,859,570
302,389,898

Interest income

0


Interest expense

(872,878)



41,822,376
2,986,692
302,389,898

b)
Geographical segments


Turnover

RM
Profit/(Loss)Before Taxation

RM
Total Assets

Employed

RM

Malaysia
39,092,068
2,929,132
295,050,353

Europe
1,947,563
163,330
4,352,582

United States of America
782,745
(105,770)
2,986,963


41,822,376
2,986,692
302,389,898

17. Material changes in the Quarterly Results compared to the results of the preceding quarter

The Group’s cocoa products marketing and processing operations contributed less to group profit compared to the preceding quarter due to a sharp decline in cocoa butter price ratio.

Profitability of TSH Ekowood Sdn Bhd is higher compared to the preceding quarter due to improved sales and production.  There was also a charge in respect of pre-operating costs written off in the preceding quarter amounting to RM471,098. 

Significantly lower contribution from oil palm plantation and milling operations for the quarter under review is principally due to seasonally lower oil palm crop, low CPO prices and losses incurred during the commissioning stage of the new palm oil mill.

18. Review of the performance of the Company and its principal subsidiaries

The Company’s cocoa marketing operation contributed satisfactorily to Group profit during the quarter.  However, both its cocoa processing subsidiaries recorded losses for the quarter under review due to a sharp decline in cocoa butter price ratio.  There is also a shortage of raw material supply to one of the cocoa processing factories.

TSH Ekowood Sdn Bhd, the Company’s 95% subsidiary continues to operate satisfactorily, with a contribution for the quarter of RM2.562 million before interest, tax and minority interest.

The Group’s oil palm plantation and milling operations contributed positively to group profit during the quarter under review.  However, seasonally low oil palm crop, low palm oil prices and cost of commissioning the second mill resulted in lower profit compared to the preceding quarter.

19. Current year prospects

Whilst it is expected that this will be another difficult year for the cocoa business, it is nonetheless hoped that improvement in product price ratio during the year will result in this business segment at least contributing a small profit.

TSH Ekowood Sdn Bhd is expected to contribute positively to Group profit for the year as production continues to improve and barring a recession in Europe and USA, demand for its 3-ply solid wood flooring is expected to remain strong.

With an expected increase in FFB crop with more of the Group’s oil palm planting coming into maturity, the plantation sector should be able to operate profitably.  The milling activity is also expected to be profitable, enhanced by contribution from the new palm oil mill.

20. Explanatory notes for any variance of actual profit from forecast profit and  shortfall in the profit guarantee (only applicable to the final quarter)
Not applicable.

21. Dividend

The Board of Directors has not recommended any interim dividend for the quarter under review.

