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Notes

1.
Accounting Policies
The quarterly financial statements have been prepared using the same accounting policies and methods of computation compared with the most recent annual financial statement except for the treatment of pre-production expenses and deferred foreign currency exchange differences.

Prior to the adoption of MASB 1 & 6, pre-production expenses were amortised over ten accounting years and foreign exchange losses deferred were amortised over the remaining lives of the borrowings.
After compliance with MASB 1 & 6, pre-production expenses and foreign exchange losses arising on revaluation of long term foreign borrowings are recognised in the profit and loss account as and when they occur.
Both changes in accounting policies have been accounted for retrospectively.  The effect of the changes to the profit and loss account for the quarter is a reduction of RM4.6 million on amortisation of deferred foreign currency exchange differences and RM0.9 million on amortisation of pre-production expenses.  Retained Earnings and Minority Interests for year 2000 have been reduced by RM28.5 million and RM0.7 million respectively, which is the amount of the adjustment relating to period prior to 2000.



2.
Exceptional Items

There were no exceptional items for the current financial year to date.



3.
Extraordinary Items
There were no extraordinary items for the current financial year to date.



4.
Taxation



Individual Quarter
Cumulative Quarter



Current Year Quarter
Preceding Year Correspon-ding Quarter
Current Year To Date
Preceding Year Correspon-ding Period



30.6.00
30.6.99
30.6.00
30.6.99



RM’000
RM’000
RM’000
RM’000









Current
164
-
329
-


Underprovision in prior years
331
-
331
-


Associated companies
631
622
711
622



1,126
622
1,371
622








5.
Pre-Acquisition Profits
No pre-acquisition profit was included in the operating profit for the current financial year to date.
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6.
Sale of Investments and/or Properties
There were no sales of investments for the current financial year to date.  As part of the Group Internal Restructuring, the Company (or SSB) had, on 30 May 2000 and 1 August 2000, entered into sale and purchase agreements to dispose of three pieces of land to various subsidiaries for a total cash consideration of RM46.18 million.  There will be no gain or loss to the Group arising from these transactions.



7.
Quoted Securities

(a)
There were no purchases or disposals of quoted securities for the current financial year to date.




(b)
Investments in quoted securities as at 30 June 2000:






RM’000





(i)
At cost
6,434

(ii)
At book value
6,434

(iii)
At market value
1,751





8.
Changes in the Composition of the Group
There were no changes in the composition of the Group for the current financial year to date except that:

a)  On 6 June 2000, the Company completed the acquisition of an additional 1,712,329 ordinary shares of RM1.00 each in Brisk Steel Products Sdn Bhd (BSP) for a cash consideration of RM22,500,000.  As a result of the acquisition, the Company’s equity interest in BSP increased from 50% to 100%; and

b)  On 14 August 2000, the Group completed the acquisition of 371,000 ordinary shares of RM1.00 each in Trend Staples Industry Sdn Bhd (TS) for a cash consideration of RM890,400 or RM2.40 per share.  As a result of the acquisition, the Group holds an equity interest of 70% in TS, through its wholly owned subsidiary, Southern Wire Industries (Malaysia) Sdn Bhd (SWIM).



9.
Status of Corporate Proposals
There were no corporate proposals announced but not completed at the date of issue of this announcement except for:

a)   the acquisition of 54,383,093 ordinary shares of RM1.00 each fully paid in Southern Pipe Industry (Malaysia) Sdn Bhd (SPIM) representing 83.7% equity interest in SPIM from Southern Steel Holdings Sdn Bhd (SSH) (a wholly owned subsidiary of the Company for a cash consideration of RM50.6 million (the “Proposed Acquisition of SPIM”).

The Proposed Acquisition of SPIM has been approved by the Ministry of International Trade and Industry (MITI) vide its letter dated 31 July 2000.  The Company was exempted from the obligation to undertake a mandatory general offer for the remaining shares in SPIM under Practice Note No. 2.9.7 of the Malaysian Code on Take-Overs and Mergers by the Securities Commission vide its letter dated 21 August 2000.  Upon completion of the Proposed Acquisition of SPIM, SPIM will become a direct subsidiary of SSB.
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b)   the acquisition of 13,585,000 ordinary shares of RM1.00 each fully paid in SWIM representing 100% equity interest in SWIM from SSH for a cash consideration of RM135.8 million (the “Proposed Acquisition of SWIM”).

The Proposed Acquisition of SWIM has been approved by the MITI vide its letter dated 31 July 2000.  Upon completion of the Proposed Acquisition of SWIM, SWIM will become a direct subsidiary of SSB.



10.
Seasonal or Cyclical Factors
The business operations of the Group are affected by cyclical factors as the construction industry fluctuates over the years and also seasonal factors such as festivities during the first quarter.



11.
Debt and Equity Securities
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.



12.
Group Borrowings

(a)
The total group borrowings as at 30 June 2000 are unsecured and as follows:





RM’000





Long Term Borrowings

676,868


   



Short Term Borrowings

541,410









1,218,278






(b)
Included in the above are foreign currency borrowings amounting to RM601.29 million denominated in US Dollars.



13.
Contingent Liabilities
There were no material contingent liabilities at the date of issue of this announcement.



14.
Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of issue of this announcement.



15.
Material Litigation
There was no pending material litigation at the date of issue of this announcement.



16.
Segmental Reporting
There is no segmental reporting as the Group’s activities involve only one major sector of operation, i.e. steel, which is carried out principally in Malaysia.
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17.
Material Change in Profit Before Taxation Compared to Preceding Quarter
Sales grew 27% from RM261.2 million to RM332.3 million compared to preceding quarter.  The Group reports profit before taxation of RM3.5million, an improvement of RM14.4million from loss of RM10.9million in the preceding quarter. Changes in accounting policy reduced amortisation by RM5.5million.



18.
Review of Performance

For the quarter under review, sales improved by RM108.1million from RM224.2million in the corresponding quarter in 1999 to RM332.3million.  A modest profit before taxation of RM3.5million was made against a RM13.1million loss in the corresponding quarter in 1999.

For the six month period under review, sales improved by RM211.7million from RM381.8million and loss before taxation improved by RM31.7million to RM7.4million when compared to the first half of 1999.



19.
Current Year Prospects
The construction industry has started to grow again from a much reduced base, albeit at a very modest pace of 1.2 percent in the first quarter and 2.1 percent in the second quarter.  Although there are more project start ups, it takes more than 12 months lag time for major projects to go into full swing.  Hence, increase in steel demand is only about 10% this year.  Nevertheless, the Group’s turnover has been growing at much higher rates with new product and market development. 

Despite anticipated improvement in demand, the substantial excess steel supply in the market would put continued pressure on the selling price of steel products.  However, continued efforts to improve productivity and lower cost will help to cushion the pressure on margin. 

Barring any unforeseen circumstances, the Directors expect the Group’s performance in the second half year to continue to improve.



20.
Explanatory Notes for Profit Forecast And Profit Guarantee
Not applicable.



21.
Dividend
The Directors do not recommend the payment of any interim dividend.
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