EVERGREEN FIBREBOARD BERHAD (217120W)

(Incorporated in Malaysia)                                                           


EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE FIRST QUARTER ENDED 31 MARCH 2005


A
INFORMATION REQUIRED BY FRS134

1. Basis of Preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004. 

The accounting policies, methods of computation and basis of consolidation applied in the interim financial statements are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2004. 

2. Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the audited financial statements for the year ended 31 December 2004 was not qualified.

3. Seasonal or Cyclical Factors

The Groups’ business operations are not affected by seasonal or cyclical factors.

4. Unusual Items Due to their Nature, Size or Incidence
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows of the group in the 1st quarter ended 31 March 2005.

5. Changes in Estimates
There were no changes in estimates that have a material effect in the current quarter results.

6. Debt and Equity Securities
Except whatever stated in note B7, there were no issuances, cancellations, share buy-backs, resale of shares bought back and repayment of debt and equity security by the group for the financial period to date.

7. Dividends Paid
No dividend was paid during the 1st quarter ended 31 March 2005.

8. Segmental Information
Segmental information is presented on the basis of geographical segments, segment revenue is based on the geographical location of the plant.

	
	Quarter ended
31 March 2005
	

	
	
	

	
	Revenue
	
	
	
	
	

	
	RM’000
	
	
	
	
	

	Malaysia
	   78,832
	
	
	
	
	

	Thailand
	   25,819
	
	
	
	
	

	
	_______
	
	         
	
	
	

	
	  104,651
	
	
	
	
	


9. Carrying Amount of Revalued Assets
The valuations of property, plant and equipment have been brought forward without amendment from the audited financial statements for the year ended 31 December 2004.

10. Subsequent Events
There were no material events subsequent to the Balance sheet date that require disclosure or adjustment to the unaudited condensed interim financial statement. 

11. Changes in Composition of the Group
There were no changes in the composition of the Group for the 1st quarter ended 31 March 2005.

12. Contingent Liabilities
As at the date of this announcement, there were no material contingent liabilities incurred by the Group which, upon becoming enforceable, may have a material impact on the financial position of the Group.

13. Capital commitments
The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2005 is as follows: 

	
	RM’000

	Approved and contracted for
	9,064

	Approved but not contracted for
	2,426

	
	11,490


14. Significant Related Party Transactions

The transactions have been entered into in the normal course of business and have been established under mutually agreed terms that are not materially different from those obtainable in transactions with unrelated parties.

B
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

1 Performance Review
The Group’s revenue for the 1st quarter ended 31 March 2005 achieved is RM104,650,784 while the profit before tax is RM15,508,439. 25% of the Group’s revenue is contributed by Siam Fibreboard Co Ltd. (SFCL) during the financial period.

2 Profit Forecast or Profit Guarantee

There is no comparison with the preceding quarter’s result as this is the first set of interim reporting for the Group.
3 Commentary of Prospects
The Board will strive hard to achieve satisfactory result in the coming year by cost saving measures, increase sales volume and capital expansion. Capital expenditure undertaken are: -

(a) The 2nd line in SFCL has since been commissioned in April 2005 and is contributing to revenue and profit increase.

(b) The group had gone into a joint venture with Dynea Krabi, a glue producing plant in Thailand, with the long term objective of stabilize supply of glue at a discount on market price to SFCL. 

4 Taxation

	Major components of tax expenses
	Quarter ended
31 March 2005
	

	
	
	

	
	RM’000
	
	
	
	
	

	Current tax expense
	1,072
	
	
	
	
	

	Deferred tax expenses
	     99
	
	
	
	
	

	
	
	
	         
	
	
	

	
	1,171
	
	
	
	
	


The effective tax rate of the Group for the current quarter was lower than the statutory tax rate mainly due to tax exempt status granted to companies in the Group. The Company has obtained the Certificate of Pioneer Status from Ministry of International Trade and Industry on 26 May 2005. 

5 Unquoted Investment and/or Properties

There were no disposals of unquoted investment and/or properties in the quarter ended 31 March 2005.

6 Quoted Securities
There were no purchase and sale of quoted securities for the current quarter and financial year to date.

7 Status of Corporate Proposal

The Public Issue of 93,660,000 new ordinary shares of RM0.25 each in the Company at an issue price of RM1.14 had all been fully subscribed on its closing date on 25 February 2005 and the entire share capital of the Company of 480,000,000 ordinary shares were listed on the Main Board of Bursa Malaysia Securities Berhad on 10 March 2005. The Company raised RM106,772,400 from the public issue and utilisation of proceeds as at 17 May 2005  (the latest practicable date not earlier than seven (7) days from the date of issue of this report) are as follows :-









   Proposed 

  Utilisation










   Utilisation
        as at 17/5/2005

Balance









    RM’000


RM’000

RM’000

Repayment of revolving credit

& term loan





32,000


25,000

  7,000

Purchase of property & equipment
  9,000


     515

  8,485

Listing expenses




  5,208


  4,814

     394

Group working capital



60,564


12,637

47,927









      ______
                 _____
        _____









      106,772


42,966

63,806
8 Borrowings and Debt Securities
The Group’s borrowings are as follows: -

	
	Quarter ended
31 March 2005
	

	
	
	

	
	     RM’000
	
	
	
	
	

	Revolving credit
	27,500
	
	
	
	
	

	Term Loans
	66,784
	
	
	
	
	

	Hire purchase & finance lease payables
	714
	
	         
	
	
	

	
	
	
	
	
	
	

	
	94,998
	
	
	
	
	


9 Off Balance Sheet Financial Instruments
As at the date of this report, the Group had entered into the following forward foreign currency contracts to hedge its committed sales in foreign currencies:-








Notional



Foreign Currency 


Contract Amount  

Maturity Date










US Dollar




11,614,548


May – December 2005

EUR





     205,664

 
May 2005

As the foreign currency contracts are entered into to hedge the Group’s confirmed export proceeds in foreign currencies, the contracted rates will be used to convert the foreign currency amounts into Ringgit Malaysia as and when they are taken up, on or before the maturity dates.  The difference between the contracted rates and the spot rates is minimum.

The Group does not foresee any significant credit and market risks associated with the above forward foreign exchange contracts as these contracts are entered into with credit worthy financial institutions.


There is no cash requirement for the above hedging instrument.

10 Changes in Material Litigation
There were no material litigation not earlier than seven (7) days from the date of issue of this report.

11 Dividend Payable
The Board of Directors have recommended an interim dividend of 3.125 sen per share. The details of entitlement date would be determined and announced in due course.

12 Earnings Per Share
a. Basic

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period. 

	
	Quarter ended
31 March 2005
	

	
	
	

	
	RM’000
	
	
	
	
	

	Net profit for the period 
	13,226
	
	
	
	
	

	Weighted average number of ordinary shares issue 
	407,153
	
	
	
	
	

	Basic earnings per share (sen)
	3.25
	
	         
	
	
	

	
	
	
	
	
	
	


b.
Diluted

No diluted earnings per share is calculated as there is no potential dilutive ordinary shares.

By Order of the Board

Leong Oi Wah (MAICSA7023802)

Leong Siew Foong (MAICSA 7007572)

Company Secretaries

Johor Bahru

Dated: 26 May 2005







