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A1   
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 Bursa Malaysia Securities Berhad (“BMSB”). 

The interim financial statements should be read in conjunction with the audited financial statements for the 18 months period ended 31 December 2006. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the period ended 31 December 2006.

A2   
Changes in Accounting Policies 
The significant accounting policies used are consistent with those of the audited financial statements for the 18 months period ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:
	FRS 2
	Share-based Payment

	FRS 101
	Presentation of Financial Statements

	FRS 102
	Inventories

	FRS 108
	Accounting Policies, Changes in Estimates and Errors

	FRS 110
	Events after the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 117
	Leases

	FRS 121
	The Effects of Changes in Foreign Exchange Rates

	FRS 124
	Related Party Disclosures

	FRS 127 
	Consolidated and Separate Financial Statements

	FRS 132
	Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets


The adoption of the above FRS does not have significant financial impact on the Group except for the following FRS, the principal effects of the changes in accounting policies resulting from their adoption are discussed below: 
a) FRS 2 : Share-based Payment

This FRS requires an entity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instruments of the entity.
The Company operates an equity-settled, share-based compensation plan for the employees of the Group, the Amalgamated Industrial Steel Berhad’s Employees’ Share Option Scheme (“ESOS”). Prior to 1 January 2006, no compensation expense was recognized in profit or loss for share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognized in profit or loss over the vesting periods of the grants with a corresponding increase in equity. The total amount to be recognized as compensation expense is determined by reference to the fair value of the share options at the date of the grant and the number of share options to be vested by vesting date. The fair value of the share option is computed using the Black-Scholes model. At every balance sheet date, the Group revises its estimates of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in profit or loss and a corresponding adjustment to equity over the remaining vesting period.
Under the transitional provisions of FRS 2, this FRS will apply to share options that were granted after 31 December 2004 and had not yet vested on 1 January 2006. The application is retrospective and accordingly, the comparative amounts as at 31 December 2006 are restated and the opening balance of retained earnings as at 1 January 2007 has been adjusted. The financial impact to the Group arising from this change in accounting policy is as follows:-
	
	As at 1.1.2007

	
	RM

	Decrease in retained earnings
	(187,288)

	Increase in equity compensation reserve (included within other reserves)
	187,288


	
	3 months ended
	6 months ended

	
	30.06.2007
	30.06.2006
	30.06.2007
	30.06.2006

	
	RM
	RM
	RM
	RM

	Decrease in profit for the period
	-
	42,476
	64,477
	65,135


As disclosed in Note A3, certain comparatives have been restated due to this change in accounting policy.
b) FRS 101 : Presentation of Financial Statements
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation.
c) FRS 117 : Leases
The adoption of FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. Prior to 1 January 2007, leasehold land was classified as property, plant and equipment. Upon the adoption of FRS 117, the leasehold land has been reclassified as prepaid lease payments and such reclassification has been accounted for retrospectively and as disclosed in Note 3.
A3   
Comparatives 
The following comparative amounts have been restated due to the adoption of new and revised FRS:
	
	
	Adjustments
	

	
	Previously Stated
	FRS 2
	FRS 117
	Restated

	
	RM’000
	RM’000
	RM’000
	RM’000

	At 31 December 2006
	
	
	
	

	Property, plant and equipment
	53,090,846
	-
	(25,483,734)
	27,607,112

	Prepaid lease payments
	-
	-
	25,483,734
	25,483,734

	Retained earnings
	25,200,086
	(187,288)
	-
	25,012,798

	Other reserves
	-
	187,288
	-
	187,288

	
	
	
	
	

	3 months ended 30 June 2006
	
	
	
	

	Operating expenses
	(33,592,393)
	(42,476)
	-
	(33,634,869)

	Profit before tax
	3,027,133
	(42,476)
	-
	2,984,657

	Net profit for the period
	2,897,585
	(42,476)
	-
	2,855,109


A4   
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the 18 months period ended 31 December 2006 was not qualified.

A5   
Comments about Seasonal or Cyclical Factors
The business operation of the Group may, generally, be deemed seasonal and cyclical. However, in most years a drop occurs around the time of major local festivities, specifically Hari Raya and Chinese New Year.

A6   
Unusual Items Due to their Nature, Size or Incidence
There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the quarter. 

A7   
Changes in Estimates 
There were no changes in estimates that have had a material effect in the quarter.

A8   
Debt and Equity Securities
(a) Employee Share Options Scheme (“ESOS”)

During the financial period ended 30 June 2007, the Company issued 92,000 ordinary shares of RM0.50 each for cash pursuant to the Company’s ESOS at exercise prices of between RM0.50 and RM0.68 per ordinary share. 
(b) Treasury Shares

During the financial period ended 30 June 2007, the Company repurchased 1,789,300 of its issued ordinary shares from the open market at an average cost of RM0.645 per share. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965. 

A9   
Dividend Paid
Dividend paid on 3 May 2007, were approved during the Annual General Meeting held on 30 March 2007, in respect of financial period ended 31 December 2006 being the first and final tax exempt dividend of 3% on 119,005,575 ordinary shares of RM0.50 each, amounted to RM1,785,084.
A10   
Segmental Information
No segmental information is presented as the Group is only involved in the manufacture of steel-related products and operates principally within Malaysia.

A11   
Carrying Amount of Revalued Assets
The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the 18 months period ended 31 December 2006.

A12   
Subsequent Events
There were no material events subsequent to the end of the current quarter up to the date of this announcement that have not been reflected in the financial statements for the quarter ended 30 June 2007.

A13   
Changes in Composition of the Group
There were no changes in the composition of the Group during the quarter.

A14   
Contingent Liabilities or Assets
There were no contingent liabilities or assets arose during the quarter.
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