ORNASTEEL HOLDINGS BERHAD

( Company No: 640357-X)

Notes on the quarterly report – Thirteen months ended 31 December 2005



PART A: EXPLANATORY NOTES AS PER MASB 26

A1. Basis of preparation 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and Paragraph 9.22 and Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad ("Bursa Securities"). The interim financial statements are to be read in conjunction with the Company audited annual financial statements for the year ended 30 November 2004.
The interim financial statements have been prepared on the basis of consolidating the results of the subsidiary companies during the thirteen months period under review using the acquisition method of accounting. The accounting principles and bases used are consistent with those previously adopted in the preparation of the financial statements of Ornasteel Holdings Berhad (“OHB”) and its subsidiary companies (“Group”).

The 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.

A2. Qualification of Annual Financial Statements

There has not been any qualification made by the auditors on the annual financial statements of the Group for the period ended 30 November 2004.
A3. Seasonal and cyclical factors

The Group’s business operation results were not materially affected by any major seasonal or cyclical factors.
A4. Unusual nature and amounts of items affecting assets, liabilities, equity, net income or cash flows

There were no items of unusual nature and amounts affecting assets, liabilities, equity, net income or cash flows during the current quarter under review.
A5. Material changes in estimates

There were no material changes in estimates of amounts reported in the current quarter under review. 

A6. Issuances and repayment of debt and equity securities


On 21 March 2005, the Group has made a repayment of the secondary bonds of RM929,000 under the RM100 million Al-Bai’Bithaman Ajil Redeemable Guaranteed Bonds pursuant to the Bonds Issuance Facility dated 5 September 2001. 

Subsequently on 16 September 2005 the Group has made its final repayments of the primary bonds of RM40,000,000 and of the secondary bonds of RM929,000 under the RM100 million Al-Bai’Bithaman Ajil Redeemable Guaranteed Bonds pursuant to the Bonds Issuance Facility dated 5 September 2001.
A7. Dividend Paid


There was no dividend declared or paid by the company during the quarter under review. 

A8.
Segment information


Segmental information in respect of the Group’s business segments is as follows:-


[image: image1.emf]Current

Year

Consolidation To Date

CRC GI & PPGI Others adjustment 31.12.05

RM'000 RM'000 RM'000 RM'000 RM'000

Revenue from external customers 583,703        656,719         -                  -                     1,240,422      

Inter-segment revenue 336,789        -                 3,900              (340,689)            -                

Total revenue 920,492        656,719         3,900              (340,689)            1,240,422      

Segment result 40,498          31,749           1,132              21,116                94,495           


* 
This is a thirteen months results for the period ended 31 December 2005. 
CRC – cold rolled coils, GI – galvanised steel coils and PPGI – pre-painted galvanized steel coils.
A9.
Valuation of property, plant and equipment

The property, plant and equipment except for freehold land are stated at cost less accumulated depreciation and impairment losses. There was no revaluation of property, plant and equipment for the current quarter and financial year to date.

A10.
Material events subsequent to the end of the interim period


There were no material events subsequent to the end of the current quarter under review.

A11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the current quarter under review.

A12.
Changes in contingent liabilities
As at the date of this announcement, there were no material contingent liabilities incurred by the Group which, upon becoming enforceable, may have a material impact on the financial position of the Group. 

      A13.     Capital commitments









RM’000


Approved and contracted for



  63,535

Approved but not contracted for



  38,596









----------










 102,131












======


RM90.0 million of the capital commitments is for the expansion of the Group production capacity of cold rolled steel and the balance is mainly for the replacement and upgrading of existing machinery.
PART B: 
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES 
B1.
Review of performance 

The Group achieved revenue of RM231.3 million and pretax profit of RM8.0 million for the quarter under review. This represents an increase of RM16.0 million in revenue or 7.4% higher than that of its corresponding quarter. The increase is primarily due to the full 3 months results from its current quarter whereas the corresponding quarter covers only 2 months results. However the Group profit before tax decreased by RM8.0 million or 50% lower than its corresponding quarter as a result of lower sales margin due to significant lower selling prices of our products.
B2.
Variation of results against preceding quarter 

The Group’s revenue increased by approximately 0.2%, from RM230.8 million in the preceding quarter to RM231.3 million this quarter. The slight increase in revenue is due to improved sales of our products albeit at lower selling prices than the previous quarter.  
The Group’s profit before tax increased by approximately 182% from a pretax loss of RM9.7 million in the preceding quarter to a pretax profit of RM8.0 million this quarter due to the afore-mentioned factors and the lower raw material cost part of which as a result of the written down of  inventories to net realizable value in the previous quarter. 
B3.
Current year prospects 
The management expects 2006 to be a challenging year for the Group due to the volatile market attributable to the over supply of steel products both locally and internationally. The business condition for the early part of 2006 is expected to remain relatively similar to that of the second half of 2005 but barring any unforeseen circumstances, would likely bottom out and gradually recover before the middle of 2006. 
B4.
Variance of actual and forecast profit 


The analysis of the variance on profit forecast and the current year’s profit ended 31 December 2005 is as follows:


[image: image2.emf]Actual* Forecast** Variance

Financial year ended 31 December  2005 2005 2005

RM 000 RM 000 RM 000

Revenue  1,240,422 1,265,090 (24,668)

Consolidated profit before accretion of reserve on 

  consolidation and taxation 67,822 87,725 (19,903)

Add: Accretion of reserve on consolidation 22,318 17,098 5,220

Consolidated profit before tax 90,140 104,823 (14,683)

Income tax expense (10,448) (15,737) 5,289

Consolidated profit after tax attributable to shareholders 79,692 89,086 (9,394)



The Group has changed its financial year end from 30 November 2005 to 31 December 2005 during the year to be co-terminus with its ultimate parent company. For the thirteen months period ended 31 December 2005, the Group has achieved a consolidated profit after tax attributable to shareholders of RM79.69. This is RM9.39 million or approximately 10.5% lower than that was forecasted in the company’s prospectus dated 29 November 2004 (a 12 months period). The shortfall was due to lower demand and significant drop in steel prices in the second half of the financial year 2005.

*    Prepared in the format used in the Prospectus of OHB dated 29 November 2004.


**  As set out in the Prospectus of OHB dated 29 November 2004.

B5.
Tax expense 
	 
	
	Current year quarter ended
	
	Financial year-to- date

	
	
	31 December 2005
	
	31 December 2005

	                                                                                        RM’000
	
	RM' 000
	

	
	
	
	
	
	

	Income Tax
	901
	
	            16,003     
	

	Deferred Tax
	(3,182)
	
	            (5,555)           
	

	Total
	
	            (2,281)      
	
	            10,448      
	


The effective tax rate for the period under review was lower than the statutory income tax rate of 28% due mainly to the utilization of investment tax allowance, tax effect of income not taxable in determining taxable profit and the tax effect of double deduction on import insurance in Ornasteel Enterprise Corporation (M) Sdn Bhd, a wholly-owned subsidiary of OHB.  

B6.
Unquoted investments and/or properties 

The Group has not disposed of any investments in any unquoted investments and/or properties during the financial quarter under review.

B7.
Quoted and marketable investments 

During the quarter under review the Group has disposed of its remaining RM3.0 million invested in AmIncome Fund on 22 December 2005. The disposal proceeds was  RM3.0 million and the interest received during the quarter was RM18,442.91. 
B8.
Status of corporate proposal announced 

There is no corporate proposal announced but not completed as at the date of this announcement.

B9.
Group borrowings 

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


[image: image3.emf]Payable within Payable after

12 months 12 months

(Secured) (Secured)

RM denominated borrowings

RM'000 RM'000

Bank overdrafts, trust receipts and bankers' acceptances 35,790           -               

USD denominated borrowings*

Loans 22,092           -               

Total borrowings 57,882           -               


*
Translated at the exchange rate of approximately RM3.809:USD1.00. The USD denominated 
borrowings which are all repayable within 12 months amounted to USD5.8 million.
B10.
Off balance sheet financial instrument 

There are no financial instruments with off balance sheet risk as at the date of this report.

B11.
Changes in material litigation 

Neither OHB nor any of its subsidiaries is engaged in any litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the Company or any of its subsidiaries and the Board is not aware of any proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which might materially and adversely affect the position or business of the Company or any of its subsidiaries. 

B12.
Dividend recommended by Directors


The Board of Directors has recommended a final dividend of 5% or 5 sen per share less 28% tax for the financial year ended 2005 which is subject to the approval of the shareholders in the forthcoming annual general meeting. 

B13.
Basic earnings per share


The basic earnings per share for the current quarter and cumulative year to date are computed as follow:-


[image: image4.emf]Current Year Current Year

Quarter To-date

Ended Ended

31 December 2005 31 December 2005

Consolidated profit/(loss) after tax (RM'000) 10,244                        79,692                     

Weighted average number of shares in issue ('000) 380,000                      380,000                   

Basic earnings/(loss) per share (sen) 2.70                            20.97                       

   


By order of the Board


Dr. Chung, Yeong-Huei

Group Managing Director


16 February 2006
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										Payable within				Payable after

										12 months				12 months

										(Secured)				(Secured)

		RM denominated borrowings								RM'000				RM'000

		Bank overdrafts, trust receipts and bankers' acceptances								35,790				- 0

		USD denominated borrowings*

		Loans								22,092				- 0

		Total borrowings								57,882				- 0
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																Current

																Year

														Consolidation		To Date

								CRC		GI & PPGI		Others		adjustment		31.12.05

								RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue from external customers						583,703		656,719		- 0		- 0		1,240,422

		Inter-segment revenue						336,789		- 0		3,900		(340,689)		- 0

		Total revenue						920,492		656,719		3,900		(340,689)		1,240,422

		Segment result						40,498		31,749		1,132		21,116		94,495






_1199452627.xls
Sheet1

		

												Actual*		Forecast**		Variance

		Financial year ended 31 December										2005		2005		2005

												RM 000		RM 000		RM 000

		Revenue										1,240,422		1,265,090		(24,668)

		Consolidated profit before accretion of reserve on

		consolidation and taxation										67,822		87,725		(19,903)

		Add: Accretion of reserve on consolidation										22,318		17,098		5,220

		Consolidated profit before tax										90,140		104,823		(14,683)

		Income tax expense										(10,448)		(15,737)		5,289

		Consolidated profit after tax attributable to shareholders										79,692		89,086		(9,394)
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										Current Year				Current Year

										Quarter				To-date

										Ended				Ended

										31 December 2005				31 December 2005

		Consolidated profit/(loss) after tax (RM'000)								10,244				79,692

		Weighted average number of shares in issue ('000)								380,000				380,000

		Basic earnings/(loss) per share (sen)								2.70				20.97






