LUSTER INDUSTRIES BHD.

(Company No. 156148-P)

(Incorporated in Malaysia)

Notes to the interim financial report

1. Basis of preparation

The interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting and the additional disclosure requirements as in Part A of Appendix 9B of the Revised Listing Requirements.

The interim financial report should be read in conjunction with the most recent annual audited financial statements of the Luster Industries Bhd for the year ended 31 December 2003.

The accounting policies and methods of computation adopted by Luster Industries Bhd and its subsidiaries in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2003. 

2. Auditors’ qualification

No qualification on the audit report of the preceding annual financial statements of Luster Industries Bhd. 

3. Seasonality or cyclicality factors

The operations of the Group are subjected to seasonal orders throughout the reported period. 

4. Exceptional and extraordinary items

There were no material exceptional and extraordinary items for the period under review.

5. Change in estimates

There was no material changes in the estimates used for the preparation of this interim financial report.

6. Change in debt and equity securities

A total of 10,000 new ordinary shares of RM1 each were allotted between 1st. January 2004 and 31th March 2004 at an issue price of RM1.40 each under the Employee Share Option Scheme. 

7. Dividends paid 

No dividend was paid for the current quarter ended 31 March 2004.

8. Segment revenue and results

No segment information by business activities has been prepared as the Group’s activities involves is primarily in one sector of operations only.

9. Revaluation of property, plant and equipment

The property, plant and equipment are stated at cost less accumulated depreciation. 

There was no material write-down in property, plant and equipment during the quarter under review.

10. Material post balance sheet events

There was no material post balance sheet event subsequent to the period under review.
11. Changes in Group’s composition

There was no change in the composition of the Group for the current quarter. 

A joint venture agreement was signed between Luster Precision Engineering Sdn. Bhd.(‘LPE’), a wholly owned subsidiary of Luster Industries Berhad and Seweon Elec. Mach. Ind. Co. Ltd (‘Seweon’), a company incorporated in South Korea. LPE will hold 70% equity of the joint venture company of which the shares will be allotted in exchange for cash, land & building and machinery. The allotment of shares is expected to complete by the Second quarter.
12. Changes in contingent liabilities and assets

There was no change in contingent liabilities and assets as at the date of this announcement. 

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

The profit after taxation and after minority interest for the Group for quarter ended 31st. March 2004 was RM579,000, a decrease of 25% compared to the same corresponding quarter last year. This was mainly due to various expansion projects, of which revenue expenditure have been incurred since First quarter this year while the revenue from expansion projects is only expected to be generated later this year. In addition, prolonged festive seasons in the First quarter also contributed towards this result.

14. Variation of results against preceding quarter

Turnover for the 1st. quarter of 2004 was 28.7% lower than immediate preceding quarter in 2003. Due to cyclical nature of business, profit after taxation and minority interest for the quarter under review were lower at RM579,000 compared to RM3.4 million in the 4th. quarter last year.

15. Current year prospects

The directors believe that there is no material factor that will affect the prospects or likely to influence the Company’s prospects for the remaining period of the financial year.
16. Variance of profit forecast 

Not applicable for this reporting. 

17. Tax expense


Current year

quarter ended

31 March 2004
Previous year 

quarter ended 

31 March 2003


RM’000
RM’000

Current taxation

· Based on results for the period

· Prior years
151
               12







Deferred taxation
(500)
  (265)






(349)
  (253)

The Group's effective tax rate was lower than the prima facie tax rate due to the reinvestment allowance available to the group.
18. Profit/(Loss) on sale of unquoted investments and/or properties for current quarter and financial year-to-date

There was no sale of any unquoted investments and properties for the current quarter under review.

19. Purchase or disposal of quoted securities

There was no material purchase or disposals of quoted shares for the period under review.

20. Status of corporate proposals

A wholly-owned subsidiary, Luster Precision Engineering Sdn. Bhd. (‘LPE’) has entered into a joint-venture agreement with Seweon Elec Mach Ind. Co. Ltd (a company incorporated in South Korea) on 12th. March 2004 for the purpose of designing, developing and manufacturing of mechanical timer, select switch and synchronous motor for household electrical appliances. Upon completion of share allotment of the joint venture company, which is expected to be completed by end of Second quarter, LPE will control 70% equity stake while Korean joint venture partner will own the remaining equity stake. 

The holding company, Luster Industries Berhad made the announcement to Bursa Malaysia Securities Berhad on 12th. March 2004.

21. Group borrowings and debts securities

There was no debt security for the current financial period to date.

The Group borrowings as at end of the current quarter end are as follows:


31 March 2004


RM’000

Current


Secured
12,943




Non-current


Secured
9,755

The above borrowings are denominated in Ringgit Malaysia.

22. Off balance sheet financial instruments

The group did not enter into any contracts involving off balance sheet financial instruments as at the date of this report.

23. Changes in material litigation  

The Group was not engaged in any material litigation for the current financial period to date.

24. Proposed dividend 

No dividend was proposed for the quarter ended 31 March 2004.

The company made an announcement on 28 April 2004 for a final proposed dividend of 5% less 28% income tax for financial year ended 31 December 2003. However, the proposed dividend is subject to shareholders’ approval.

25. Earnings per share

The calculation of earnings per share for the current quarter and corresponding quarter last year are based on net profit attributable to ordinary shareholders of RM579,000 and RM773,000 respectively.
Basic earnings per share

Weighted average number of ordinary shares


Current year

quarter ended

31March 2004
Previous year

quarter ended

31 March 2003


‘000
‘000





Issued ordinary shares at beginning of the period
60,627
4,000

Effect of ordinary shares issued 
        5
   -

Bonus Issue







Weighted average number of ordinary shares
60,632
4,000

Diluted earnings per share

Weighted average number of ordinary shares (diluted)


Current year

quarter ended

31March 2004
Previous year

quarter ended

31 March 2003


‘000
‘000





Weighted average number of ordinary shares
60,632
4,000

Effect of ESOS
  4,823
  -





Weighted average number of ordinary shares (diluted)
65,455
4,000

26. Capital commitments

There was no capital commitment during the period under review. 

27. Related party transactions

There were no non-recurrent related party transactions during the period under review.

28. Utilisation of IPO proceed

A total amount of RM11.858 million has been utilised for the specific purposes as disclosed in the prospectus. The remaining balance of RM2 million has yet to be utilised.

Description
Amount disclosed in prospectus (RM’000)
Amount utilized 

(RM’000)
Balance 

(RM’000)

Repayment of bank borrowings
4,047
4,047
-

Capital expenditure
6,027
3,590
2,437

Acquisition of subsidiaries
2,114
2,114
-

Estimated listing expenses
1,700
2,106
(406)

Total
13,888
11,858
2,030

BY ORDER OF THE BOARD

Lam Voon Kean (MIA 4793)

Company Secretary

Dated this 31st May 2004.
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