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UNAUDITED INTERIM FINANCIAL REPORT

FOR THE FOURTH QUARTER ENDED DECEMBER 31, 2003

A.
NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of Preparation

The interim financial report is prepared in accordance with MASB 26 “Interim Financial Reporting” and Chapter 7 Part VI of the Malaysia Securities Exchange Berhad (“MSEB”)  Listing Requirements for MESDAQ Market, and should be read in conjunction with the Company’s audited financial statements for the period June 5, 2002 (date of incorporation) to December 31, 2002.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the audited financial statements for the period June 5, 2002 (date of incorporation) to December 31, 2002.

2.
Audit Qualification

The audited financial statements for the period June 5, 2002 (date of incorporation) to December 31, 2002 were not subject to any qualification.

3.
Seasonal or Cyclical Factors

The Group’s operations were not significantly affected by any seasonal or cyclical factors.

4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flow

There were no unusual items affecting assets, liabilities, equity, net income or cash flow for the period under review.

5.
Material Changes in Estimates

There were no material changes in estimates for the period under review.

6.
Issuance and Repayment of Debts and Equity Securities

Save as disclosed below, there was no issuance and repayment of debts and equity securities for the current financial year-to-date.

On February 14, 2003, LNG Resources Berhad (“LNG” or “the Company”) issued 76,500,000 new ordinary shares of RM0.10 each for the acquisition of its subsidiary companies, Edaran Precision Industries Sdn. Bhd. (“EPI”), All Metro Technology Sdn. Bhd. (“AMT”), Golden City Plastic Sdn. Bhd. (“GCP”), Falcon Furniture Industry Sdn. Bhd. (“FFI”) and Venture Plastic Industries Sdn. Bhd. (“VPI”), pursuant to a restructuring scheme for its listing on the MESDAQ Market of the MSEB (“MESDAQ”).  The acquisition of companies was completed on February 28, 2003.

On July 21, 2003, the Company issued 13,500,000 new ordinary shares of RM0.10 each at RM0.35 each pursuant to its initial public offering and listing on MESDAQ.
On  December 17, 2003 and December 24, 2003, the Company issued  743,600 and 665,300 new ordinary shares of RM0.10 each at RM0.35 each respectively pursuant to the Employees’ Share Option Scheme (“ESOS”).

7.
Dividends Paid

The Board declared an interim dividend of 6%, tax exempt, in respect of financial year ended December 31, 2003 and had on September 26, 2003 paid all holders of ordinary shares whose name appeared in the Record of Depositors at the close of business on August 29, 2003.

8.
Segment Information

Segment information in respect of the Group’s business segments for the year ended December 31, 2003:

	
	Precision Engineering

RM’000
	Plastic Injection

RM’000
	Others

RM’000
	Elimination

RM’000
	Total

RM’000

	
	
	
	
	
	

	Revenue
	11,692
	6,552
	838
	(1,324)
	17,758

	
	
	
	
	
	

	Profit before tax
	4,097
	385
	603
	(448)
	4,637

	Less: Pre-acquisition profit
	(122)
	(23)
	3
	60
	(82)

	
	
	
	
	
	

	Profit before tax and after pre-acquisition profit
	3,975
	362
	606
	(388)
	4,555

	
	
	
	
	
	


9.
Valuation of Property, Plant and Equipment

Other than the incorporation of a revaluation deficit of RM343,501 on its landed properties that arose pursuant to its restructuring exercise prior to its listing on MESDAQ in the first quarter of 2003, the Group did not revalue any of its property, plant and equipment in the quarter under review.

10.
Material  Events Subsequent to the End of the Interim Period

There was no material event subsequent to the current quarter ended December 31, 2003 that has not been reflected in this quarterly report except that on January 9, 2004, the share capital of the Company has been increased to RM9,175,042 by the issuance of 341,500 new ordinary shares of RM0.10 each at RM0.35 each pursuant to the ESOS.

11.
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter ended December 31, 2003.

12.
Contingent Liabilities

Save for the corporate guarantee granted by LNG on October 10, 2003, in favour of financial institutions amounting to RM0.41 million for GCP, a wholly-owned subsidiary company of LNG, neither LNG nor its subsidiary companies have any contingent liabilities as at December 31, 2003 which, upon becoming enforceable, may have a material effect on the financial position of LNG or its subsidiary companies.

13.
Capital Commitments

The Group does not have any material capital commitment as at December 31, 2003. 

B.
ADDITIONAL INFORMATION REQUIRED BY THE MSEB’S LISTING REQUIREMENTS

1.
Review of Performance

As the acquisitions of EPI, AMT, GCP, FFI and VPI were completed on February 28, 2003, the Group’s financial results were presented by incorporating the post-acquisition results after the date of acquisitions.

The Group achieved a total unaudited revenue of RM17.758 million and unaudited profit after tax of RM4.100 million for the financial year-to-date.  The unaudited revenue and unaudited profit after tax of the Group for the fourth quarter ended December 31, 2003 was RM4.327 million and RM0.999 million respectively.  

The Group met its forecast results, before pre-acquisition profit, as disclosed in the Company’s prospectus dated June 30, 2003 though the Group operated in an uncertain and difficult business environment for the financial year ended December 31, 2003.  Compared to the proforma Group revenue and profit after tax for financial year ended December 31, 2002 disclosed in the prospectus of RM13.276 million and RM2.958 million respectively, the Group achieved a revenue and profit after tax growth of 34% and 39% respectively.

The Group’s precision engineering division continued to achieve satisfactory results throughout the financial year ended December 31, 2003 due to increased orders from its customers in the semiconductor, electrical and electronics, computers and connector industries.  The Group also diversified its customer base by securing more direct export orders during the previous financial year, especially from Tyco Electronics, one of the world’s largest connector manufacturer. 
The Group’s precision plastics injection moulding and other manufacturing services division operated in competitive environments with declining margins for the financial year ended December 31, 2003.  Nevertheless, the Group believes that these complimentary activities provide a wider scope of business opportunities to the Group with the provision of integrated manufacturing services.

2.
Variation of Results against Preceding Quarter

The Group has recorded a pre-tax profit of RM1.022 million for the current quarter as compared to a pre-tax profit of RM1.244 million in the preceding quarter.  The variance between current quarter and preceding quarter is due to increase in operating expenses incurred in the current quarter. 
3.
Current Year Prospects

Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group for the financial year ending December 31, 2004 will be stronger than last financial year.  The Directors expect a double-digit growth in the Group’s revenue in 2004, which is in tandem with the anticipated growth in the semi-conductor industry.  
4.
Variance of Actual Profit from Profit Forecast

Based on the unaudited consolidated results, the Group’s profit after tax and before pre-acquisition profits for the financial year ended December 31, 2003 was RM4.100 million.  The Group’s profit forecast after tax and before pre-acquisition profits for the financial year ended December 31, 2003 as disclosed in the Prospectus dated June 30, 2003 was RM4.089 million.  The variance between the actual and forecast results is deemed not significant.

5.
Income Tax Expense

	
	Current Quarter

RM’000
	Year To Date

RM’000

	
	
	

	Income Tax
	24
	475

	Deferred Tax
	(1)
	62

	
	23
	537

	
	
	


The effective tax rate of the Group is lower than the statutory tax rate due to the utilisation of reinvestment allowance and tax incentive enjoyed under pioneer status.

6.
Profit/(Loss) on Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investment and/or properties for the current quarter and financial year-to-date.

7.
Particulars of Purchase or Disposal of Quoted Securities

There were no acquisitions or disposals of quoted securities for the current quarter and financial year-to-date.

8.
Status of Corporate Proposals

There is no outstanding uncompleted corporate proposal as at the date of this quarterly report.

9.
Borrowings and Debt Securities

The Group’s borrowings as at the end of the reporting quarter are as follows:

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short term
	
	
	

	Hire purchase creditors
	234
	-
	234

	Term loans
	114
	-
	114

	
	348
	-
	348

	
	
	
	

	Long term
	
	
	

	Hire purchase creditors
	109
	-
	109

	Term loans
	270
	-
	270

	
	379
	-
	379

	
	
	
	

	Total
	727
	-
	727

	
	
	
	


10.
Off Balance Sheet Financial Instruments

There is no off balance sheet financial instrument as at the date of this quarterly report.

11.
Material Litigations

The Company is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Company as at the date of this quarterly report.

12.
Dividends

The Board declared an interim dividend of 6%, tax exempt, equivalent to 0.6 sen per share, in respect of financial year ended December 31, 2003 and had on September 26, 2003 paid all holders of ordinary shares whose name appeared in the Record of Depositors at the close of business on August 29, 2003.
On February 27, 2004, the Board proposed a final dividend of 5%, tax exempt, equivalent to 0.5 sen per share, in respect of financial year ended December 31, 2003 which is to be approved by the shareholders at the forthcoming Annual General Meeting.
The total dividend for the financial year ended December 31, 2003, assuming that the proposed final dividend of 5%, tax exempt, is approved by shareholders, is 1.1 sen per share.

13.
Earnings Per Share  
(a) Basic earnings per share

The calculation of basic earnings per share for the current quarter and financial year-to-date is based on the net profit attributable to shareholders of RM0.999 million and RM4.054 million respectively and the weighted average number of ordinary shares of 73,389,000. 

(b) Diluted earnings per share

The calculation of diluted earnings per share for the current quarter and financial year-to-date is based on the net profit attributable to shareholders of RM0.999 million and RM4.054 million respectively and the weighted average number of ordinary shares of 76,868,000. 

