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

Quarterly report for the financial period ended 31st March 2002

Notes

1. Accounting policies

The accounting policies and method of computation used in the preparation of the quarterly financial statements are consistent with the 2001 annual financial statement.

The Company is also in compliance with the Approved Accounting Standards that are applicable for the current financial year.

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 of RM595,386 for the quarter under review includes deferred taxation provision of RM299,000. Tax charge for the period is lower than the statutory tax rate due to availability of tax losses and unabsorbed capital allowance for the Company and certain subsidiaries.

5. Particulars of purchase or disposal of Unquoted Investments and/or Properties respectively

There is no purchase or disposal of unquoted investments and/or properties during the financial quarter under review.

6. Particulars of any purchase or disposal of quoted securities other than securities in existing subsidiaries and associated companies by all companies except closed-end funds, a company whose activities are regulated by any written law relating to banking, finance companies or insurance and are subject to supervision by Bank Negara Malaysia, Member Companies and such other companies as may be exempted by the Exchange

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

7. Changes in the composition of the Company 

There were no changes in the composition of the Company during the financial quarter under review.

8. Status of Corporate Proposals

(i) Proposed New Employees’ Share Option Scheme (“ESOS”) 

Application for the listing of and quotation for the new ordinary shares to be issued pursuant to the exercise of option shares granted under the ESOS was approved by the KLSE on 1st March 2002.

(ii) On 21st February 2002, an announcement was made by the Company on its proposal to seek a fresh authorisation from shareholders of the Company at the forthcoming Annual General Meeting to be convened, to purchase and/or hold shares of up to ten (10%) of the Company’s issued and paid-up share capital.

(iii) On 21st February 2002, an announcement was made by the Company on its proposal to seek approval from shareholders of the Company at the forthcoming Annual General Meeting to be convened, to allow the TSH Group, in the normal course of business, to enter into recurrent related party transactions of a revenue or trading nature provided such transactions are made at arms’ length, on normal commercial terms which are not more favourable to the related party than those generally available to the public and are not to the detriment of the minority shareholders. 

9. Issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares 

There were no issuance and repayment of debt, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial quarter ended 31st March 2002.

10. Group Borrowings and Debt Securities

As at

31st March 2002

Total Group borrowings



- secured
RM
41,500,000

- unsecured 
RM
45,465,140





Repayable within next twelve months



- secured
RM
19,000,000

- unsecured 
RM
45,465,140





Repayable after next twelve months



- secured
RM
22,500,000

- unsecured
RM
0


All borrowings are denominated in Ringgit Malaysia.

11. Contingent Liabilities

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

12. Off Balance Sheet Financial Instruments

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

13. 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.

14. Segmental Reporting 


a)
Business segments


Turnover

RM
Profit/(Loss)Before Taxation

RM
Total Assets

Employed

RM

Cocoa manufacturing and 

Trading
7,762,489
(684,247)
44,568,959

Plantations and palm oil milling
26,726,917
4,403,410
150,042,061

Wood manufacturing and trading 
19,253,866
3,381,484
119,403,559

Energy generation
0
(847)
6,185,246

Forestation
0
0
12,539,347


53,743,272
7,099,800
332,739,172

Interest income

0


Interest expense

(757,388)



53,743,272
6,342,412
332,739,172

b)
Geographical segments


Turnover

RM
Profit/(Loss)Before Taxation

RM
Total Assets

Employed

RM

Malaysia
48,029,492
6,794,997
319,089,759

Europe
4,142,862
(221,708)
8,474,159

United States of America
1,570,918
(230,877)
5,175,254


53,743,272
6,342,412
332,739,172

15. Material changes in the profit before taxation for the quarter reported on as  compared with the immediate preceding quarter
Turnover of RM53.743 million for the current quarter is higher than RM46.240 million for the immediate preceding quarter. Profit before tax for the current quarter at RM6.342 million is lower than RM7.839 million for the preceding quarter. Lower profit was recorded for the palm product segment due to seasonally lower production. Contribution from the wood manufacturing segment remains satisfactory compared to the preceding quarter due to higher export sales. Higher losses were incurred by the cocoa segment for the current quarter compared to the preceding quarter due to weakening of the cocoa butter price ratio.

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

The Group’s turnover for the quarter at RM53.743 million is higher compared to RM41.822 million for the preceding year corresponding quarter. Profit before tax for the quarter at RM6.342 million is 112% higher than RM2.987 million for the preceding year corresponding quarter.

The oil palm plantation and milling segment contributed higher turnover and earnings compared to the preceding year corresponding quarter due to higher palm product prices, higher FFB crop from the Group’s estates and operation of the 2nd palm oil mill.

The wood manufacturing and trading segment also recorded to higher turnover and profit compared to the preceding year corresponding quarter due to improved production and sales. However the oversea marketing subsidiaries continued to incur losses.

The cocoa manufacturing and trading business registered lower turnover compared to the preceding year corresponding quarter due to lower production due to depressed market conditions. This segment recorded a loss of RM0.684 million for the quarter under review compared to a small profit of RM0.115 million for the preceding year corresponding quarter due to continued weakening cocoa butter ratio.

17. Material events subsequent to the end of the period reported on that have not been reflected in the financial statement for the said period

On 13th May 2002, the Company entered into a Programme Agreement with Aseambankers Malaysia Berhad as facility agent and issue agent in relation to the Company’s proposed issuance of up to RM100 million nominal value Al-Murabahah Commercial Papers/Medium Term Notes Issuance Programme. 

18. Seasonality or Cyclicality of operations 

The effect of seasonal or cyclical fluctuations are explained under Paragraph 15 and 16 above.

19. Factors that are likely to influence the Company’s prospects for the remaining period to the end of the financial year (Comment on next year prospects for quarter 4)

The Group’s prospects for the remaining period to the end of the financial year are likely to be influenced by the following factors:-

a) FFB production of the Group’s oil palm estates and palm product prices;

b) Production and demand for Ekowood engineered solid wood flooring;

c) Price ratio for cocoa butter, cocoa powder and raw material pricing.

The Directors are of the opinion that barring unforeseen circumstances, the results for the remaining period to the end of the financial year will remain satisfactory.

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.

