LNG RESOURCES BERHAD

(Company No. 582043-K)

(Incorporated in Malaysia)


UNAUDITED INTERIM FINANCIAL STATEMENTS

FOR THE FOURTH QUARTER ENDED DECEMBER 31, 2004

A.
EXPLANATORY NOTES PURSUANT TO MASB 26

1.
Basis of Preparation

The interim financial statements are prepared in accordance with MASB 26 “Interim Financial Reporting” and Chapter 7 Part VI of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market, and should be read in conjunction with the Company’s audited financial statements for the year ended December 31, 2003.

The accounting policies and presentation adopted for the interim financial statements are consistent with those adopted for the audited financial statements for the year ended December 31, 2003.

2.
Audit Qualification

The audited financial statements for the year ended December 31, 2003 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 January 9, 2004, the share capital of the Company 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 Company’s Employees’ Share Option Scheme (ESOS).

On June 15, 2004, the share capital of the Company increased to RM14,680,067 by the bonus issue of 55,050,252 new ordinary shares of RM0.10 each on the basis of three (3) new ordinary shares for every five (5) existing shares held.

On December 29, 2004, the share capital of the Company increased to RM15,039,347 by the issuance of 3,499,500 and 93,300 new ordinary shares of RM0.10 each at RM0.22 each and RM0.37 each respectively pursuant to the Company’s ESOS.

The new ordinary shares issued rank pari passu in all respects with the existing ordinary shares of the Company.

7.
Dividends Paid

A final dividend of 5%, tax-exempt, equivalent to 0.5 sen per share, amounting to RM458,752 in respect of financial year ended December 31, 2003 was paid by the Company on June 25, 2004 to all holders of ordinary shares whose name appeared in the Record of Depositors at the close of business on June 10, 2004.

On October 28, 2004, the Company declared an interim tax-exempt dividend of 10% equivalent to 1 sen per share in respect of financial year ended December 31, 2004 and had on November 30, 2004 paid to all holders of ordinary shares whose name appear in the Record of Depositors at the close of business on November 22, 2004.

8.
Segmental Information

Segmental information in respect of the Group’s business segments for the year ended December 31, 2004:

	
	Precision Engineering

RM’000
	Plastic Injection

RM’000
	Others

RM’000
	Elimination

RM’000
	Total

RM’000

	
	
	
	
	
	

	Revenue
	13,389
	7,177
	1,625
	(2,010)
	20,181

	
	
	
	
	
	

	Profit before tax 
	3,931
	1,008
	1,350
	(944)
	5,345

	
	
	
	
	
	


9.
Valuation of Property, Plant and Equipment

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, 2004 that has not been reflected in this quarterly report.

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, 2004.

12.
Contingent Liabilities

Save for the corporate guarantee granted by LNG in favour of financial institutions amounting to RM0.41 million for Golden City Plastic Sdn. Bhd., a wholly-owned subsidiary company of LNG, neither LNG nor its subsidiary companies have any contingent liabilities as at December 31, 2004 which, upon becoming enforceable, may have a material effect on the financial position of LNG or its subsidiary companies.

13.
Capital Commitments

The Group has the following capital commitment in respect of property, plant and equipment as at December 31, 2004:

Contracted but not provided for
-

       RM1,306,000

	


B.
EXPLANATORY NOTES PURSUANT TO CHAPTER 7 OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

1.
Review of Performance

The Group’s revenue for the current financial year ended December 31, 2004 increased to RM20.181 million from RM17.758 million in the prior financial year ended December 31, 2003 while the profit before tax increased to RM5.345 million from RM4.637 million for the respective years.  The improvement in the performance for the financial year to date was mainly due to increased orders from its customers in the connector industry. 

The Group’s revenue for the current quarter ended December 31, 2004 increased to RM4.643 million from RM4.327 million in the quarter ended December 31, 2003 while the profit before tax decreased to RM0.764 million from RM1.022 million for the respective periods.  This was mainly attributed to higher operating expenses in the current quarter.

There are no other material factors which have affected the revenue and profit before tax of the Group for the current quarter and financial year-to-date. 

2.
Variation of Results against Preceding Quarter

The Group has recorded a pre-tax profit of RM0.764 million for the current quarter as compared to a pre-tax profit of RM1.723 million in the preceding quarter.  The variance between current quarter and preceding quarter is mainly due to lower sales, higher operating expenses and lower other income generated in the current quarter.  Other income amounted to RM0.197 million in the preceding 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, 2005 will be stronger than last financial year.  

4.
Variance of Actual Profit from Profit Forecast

Not applicable as the Company has not provided a profit forecast in any public document since its prospectus dated June 30, 2003 of which the forecast had been met.

5.
Income Tax Expense

	
	Current Quarter

RM’000
	Year To Date

RM’000

	
	
	

	Income Tax
	(358)
	312

	Deferred Tax
	79
	223

	
	(279)
	535

	
	
	


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.  However, the pioneer status enjoyed by a subsidiary of LNG has expired on 30 September 2004.

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 the 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 the financial year-to-date.

8.
Status of Corporate Proposals

Save as disclosed below, there is no outstanding uncompleted corporate proposal as at the date of this quarterly report.

On November 25, 2004, on behalf of the Board of Directors of LNG, Hwang-DBS Securities Berhad (“Hwang-DBS”) announced that the Company proposed to implement a special issue of 25,906,000 new ordinary shares of RM0.10 each in LNG, representing 17.2% of the issued and paid-up share capital of RM15,039,347 as at December 31, 2004, to Bumiputera investors to be identified later (“Proposed Special Issue”).  Save for the nomination of Bumiputera investors by the MITI, the approval for the Proposed Special Issue had been obtained on 18 January 2005 and 19 January 2005. Approvals from the Securities Commission (“SC”) (including SC (Equity Compliance Unit)) and the shareholders of LNG for the Proposed Special Issue are still pending to date.

Further, Hwang-DBS had on 28 January 2005, submitted an application to the MITI seeking its approval for an extension of time until 31 December 2005 to fully comply with the 30% Bumiputera equity condition (“Extension of Time”). The MITI had, vide its letter dated 7 February 2005, stated that it has no objection to the Extension of Time subject to approval being obtained from the SC. Subsequently, the SC informed that no approval is required from the SC (including SC (Equity Compliance Unit)) for the Extension of Time.  

9.
Borrowings and Debt Securities

The Group’s borrowings, all of which are denominated in Ringgit Malaysia, 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
	68
	-
	68

	Term loans
	82
	-
	82

	
	150
	-
	150

	
	
	
	

	Long term
	
	
	

	Hire purchase creditors
	-
	-
	-

	Term loans
	188
	-
	188

	
	188
	-
	188

	
	
	
	

	Total
	338
	-
	338

	
	
	
	


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 Group 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 Group as at the date of this quarterly report.

12.
Dividends

On October 28, 2004, the Company declared an interim tax-exempt dividend of 10% equivalent to 1 sen per share in respect of financial year ended December 31, 2004 and had on November 30, 2004 paid to all holders of ordinary shares whose name appear in the Record of Depositors at the close of business on November 22, 2004.

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 RM1.043 million and RM4.810 million and the weighted average number of ordinary shares of 146,918,000 and 146,823,000 respectively. 

(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 RM1.043 million and RM4.810 million and the weighted average number of ordinary shares of 156,272,000 and 157,759,000 respectively.
The basic earnings per share for the preceding year corresponding period have been restated following the bonus issue in 2004. 

