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Notes

1.
Accounting Policies & Methods
This quarterly financial report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjuction with the Group’s financial statements for the year ended 31 December 2001.  The accounting policies and methods of computation are consistent with those adopted for the annual financial statements for the year ended 31 December 2001.  



2.
Audit Report
The preceding financial year’s audit report emphasized the validity of preparing the financial statements of the Group and of the Company as a going concern is dependent on the successful outcome of the Company’s proposed issue of Irredeemable Convertible Unsecured Loan Stocks (”ICULS”) and continued financial support from the bankers. 

Status of proposed issue of ICULS is as disclosed in Note 16. At the time of this announcement, there is also no indication that the major bankers of the Group and of the Company are withdrawing their financial support.


3.
Seasonal or Cyclical Factors
The business operations of the Group are affected by both cyclical factors in the construction industry over the years and seasonal fluctuations such as festivities in the first quarter of each year.



4.
Unusual Items

There were no unusual items in terms of nature, size, or incidence which affect assets, liabilities, equity, net income, or cash flows for the current financial quarter.



5.
Change in Estimates

There have been no change in estimates of amounts reported in prior interim period of the current financial year or in estimate of amounts reported in prior financial year.


6.
Debt and Equity Securities

There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities for the current financial year to date.



7.
Dividends

A final dividend of 3% tax exempt has been recommended subject to shareholders’ approval which will be paid at a date to be determined later.



8
Primary Segment Revenue and Results

The Group’s primary business segment, including its overseas associated companies, is that of the steel business.  As such, the segment revenue and results are as disclosed in the condensed consolidated income statement.


9.
Valuation of Property, Plant and Equipment

A valuation exercise has been carried out on property, plant and equipment of the Group in April 2002.  Based on the results of this revaluation exercise, the Directors have approved that the surplus arising therefrom of RM12 million be credited to the revaluation reserve account.
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10
Material Subsequent Events

There were no material subsequent events that have not been reflected at the date of issue of this announcement.



11

Changes in the Composition of the Group

There were no changes in the composition of the Group for the current financial year to date.



12.
Changes in Contingent Liabilities or Contingent Assets

There were no material contingent liabilities or contingent assets since the last annual balance sheet date except for the insurance claim for loss of profit arising from the breakdown in one of the transformers of the steel making plants.  The financial impact of this claim is still presently not determinable as it is subject to due process of examination by the loss adjuster.



13.
Tax Charge



Individual Quarter
Cumulative Quarter



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



31.12.02
31.12.01
31.12.02
31.12.01



RM’000
RM’000
RM’000
RM’000









Current
45
401
1,137
895


Deferred
(341)
(333)
(341)
(333)



(296)
68
796
562


Under/(Over) provision in prior years
(1,611)
3
(1,611)
3


Real Property Gains Tax
-
638
-
638


Associated companies
201
354
692
1,562



(1,706)
1,063
(123)
2,765








 
The Group’s effective taxation rate is lower than statutory tax rate mainly due to utilisation of available capital allowances in the Company.



14.
Sale of Unquoted Investments and/or Properties

There were neither sales of unquoted investments nor properties for the current financial year to date.
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15.
Quoted Securities


(a)
There were neither purchases nor disposals of quoted securities for the current financial year to date.






(b)
Investments in quoted securities as at 31 December 2002:








RM’000








At cost
        6,434



Provision for diminution in value of investments
       (5,726)



At book value
           708








At market value
989

16.
Status of Corporate Proposals

There were no corporate proposals announced that are not completed at the date of issue of this announcement except for the proposed renounceable rights issue of up to RM141,176,500 nominal amount of 5.5% 5-year irredeemable convertible unsecured loan stocks (“ICULS”) at 100% of the nominal amount.  It is on the basis of RM1.00 nominal amount of ICULS for every two(2) existing ordinary shares of RM1.00 each held in the Company (“Proposed Rights Issue of ICULS”) on a date to be determined.  Except for the abridged prospectus which is still pending the Securities Commission’s approval, all other approvals have been obtained for the Proposed Rights Issue of ICULS.



17.
Group Borrowings


(a)
The total Group borrowings as at 31 December 2002 are unsecured and as follows:






RM’000







Long Term Borrowings

452,319



   




Short Term Borrowings (Including overdraft of RM6,965,000)
669,385











1,121,704








(b)
Included in the above are US Dollars borrowings amounting to RM589.08 million.






18.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of issue of this announcement. 



19.
Changes in Material Litigation

Since the date of last annual balance sheet date, there were no changes in status of material litigation.
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20.
Related Party Transactions
Significant transactions with related parties are as follows :
12 months ended 31/12/02

RM’000


Sales of goods to :




Hong Leong Company (Malaysia) Berhad Group
Enterprises controlled by the same enterprise which exercises significant influence over the Company


47,234


Hong Bee Group
Enterprises that are indirectly controlled by a Director


73,051


Chin Well Holdings Berhad Group
Enterprises that has a Director in common with the Company


68,977


Associated companies
Enterprises in which the Company has significant influence


72,830


Purchase of goods from :




Associated company
Enterprise in which the Company has significant influence


389,114






21.
Material Change in Profit/Loss Before Taxation Compared to Immediate Preceding Quarter

Profit before taxation of the Group for the period has decreased to RM0.9 million as compared to RM12.8 million in the immediate preceding quarter.  The full impact of the breakdown of one of the transformers adversely affected output and sales of high-grade products of the Company in this quarter.  The wire business was  affected by the resultant shortage of wire rod and the wire mesh business by the slow down at construction sites due to shortage of foreign workers.  Contribution was also lower from associates.

 

22.
Review of Performance

For the quarter under review, revenue decreased by RM29 million to RM310 million as compared to RM339 million for the corresponding quarter last year mainly due to events mentioned in note 21 above.
The Group recorded improvement in profit this year as compared to preceding year primarily due to improved productivity and lower operating costs.  Profit before taxation for the year is RM26.7 million as compared to preceding year’s loss of RM52.2m.



23.
Prospects

There is uncertainty as the detailed implementation rules of AFTA have not been announced.  Hence, it is difficult to assess and predict the impact of AFTA on business volume and prices.  In addition, US Super Section 201 that restricted many of the group’s export to the US remains in force for 2003.  However, as the Malaysian Government continues its proactive approach in tackling the economy in the midst of uncertainty in the external environment, the projected 4.5% growth in the construction sector augurs well for the Group.

[image: image5.wmf]

Scrap cost has risen substantially in the last few months while product prices have not yet caught up.  In particular, domestic bar price is still under Government control and is now below regional prices.  It is expected that scrap price will stay firm, if not increase further.  Thus, removal of price control on steel bars or approval for price increase is important to restore margin.  However, the group will continue with its cost reduction programme and to increase productivity to mitigate the higher scrap price.  The group will also continue to develop new products and promote new applications for existing products to face a challenging year ahead.




