TONG HERR RESOURCES BERHAD

(Company No.432139-W)

(Incorporated in Malaysia)

AND ITS SUBSIDIARY COMPANY

NOTES TO THE INTERIM FINANCIAL REPORT


1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2001.

2. Property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.

3. Taxation

The taxation of the financial periods under review are as follows:
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The lower effective tax rate is due to the utilisation of reinvestment allowance (RA) during the reporting period.

4. Profit/(losses) on sale of unquoted investment and/or properties

There were no sales of unquoted investment and/or properties for the financial period under review.

5. Quoted securities

There were no purchases or disposals of quoted shares for the current financial year to date.

6. Changes in the composition of the Group

There were no changes in the composition of the Group during the financial period under review.

7. Status of corporate proposals

There were no corporate proposals announced which were not completed as at 14 November 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

8. Issuance and repayment of debt and equity securities etc

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the current financial year to date except for the issuance of 22,000 and 272,000 ordinary shares of RM1 each at RM1.50 per share exercised by the eligible employees pursuant to Company’s Employees Share Option Scheme (“ESOS”).

9. Group borrowings and debt securities

There were no Group borrowings and debt securities for the period ended 30 September 2002. 

10. Contingent liabilities

There were no changes of contingent liabilities since the end of the previous financial year.

11. Off balance sheet financial instruments

The Group did not have any financial instruments with off balance sheet risk as at 14 November 2002 (the latest practicable date which is not earlier than 7 days from the date 

of issue of this quarterly report).

12. Material pending litigation

The Group was not engaged in any material litigation as at 14 November 2002 (the latest practicable date which is not earlier than 7 days from the date of this quarterly report).

13. Segmental reporting

No segmental reporting has been prepared as the Group’s activities involve only one sector of operations which is carried out in Malaysia.

14. Material changes in the Quarterly Results compared to the results of the preceding quarter

The Group recorded a revenue of RM26.8 million and profit before income tax of RM5.6 million on this reporting quarter against its results of RM24.6 million and RM3.9 million respectively as recorded in the preceding quarter.

The higher profit before taxation is due to the higher selling price of stainless steel fasteners incurred during this quarter as compared to the preceding quarter.

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

The higher profit before income tax in this reporting quarter and cumulative financial year to date as compared to the results in corresponding period last year are mainly affected by the lower cost of goods sold.

16. Material events subsequent to the end of the period reported

There were no material events subsequent to the end of the financial period reported.

17. Seasonal or cyclical factors

The Group performance is normally not affected by the seasonal and cyclical factors except during the first quarter whereby there is shorter production time due to the substantially more and longer festive seasons and holidays.

18. Prospects for the current financial year

Due to the increased competition from overseas competitors, the Group is plan to focus more on manufacturing special and customised fasteners in order to tap on a higher profit margin in the next financial period.  Nevertheless, the Group will also continue to improve the operating efficiency and strengthen cost control  to attain a better profit in the next financial period.

19. Variance of actual profit from forecast profit

Not applicable.

20. Dividend

No dividend is recommended for the period ended 30 September 2002. 

BY ORDER OF THE BOARD

Lam Voon Kean (MIA 4793)

Company Secretary

Dated this 21st November 2002 
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