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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 conjunction with the Group’s financial statements for the year ended 31 December 2002.

The accounting policies and methods of computation are consistent with those adopted for the annual financial statements for the year ended 31 December 2002 except for the adoption of MASB Standard 25, “Income Taxes”.  The effect  of adopting MASB 25 is applied retrospectively and adjusted against the opening accumulated losses.

The effect on profit for the current quarter ended 31 March 2003 is the reduction in profit after taxation by RM3,483,000. Its effect on the comparative figures stated in this quarterly report is as follows:




As previously reported
Effect of MASB Standard 25
As restated


Group 





Condensed Income Statement :

Net loss for the quarter ended 31 March 2002
(7,141)
3,800
(3,341)


Condensed Balance Sheet :

Other Deferred  Liabilities as at 31 December 2002 :





- Deferred taxation

- Other deferred liability
6,949

26,598
53,145

    -


60,094

26,598





33,547
53,145
86,692


Statement of changes in equity :

Accumulated losses as at 31 December 2002
(48,926)
(29,634)
(78,560)


Reserve as at 31 December 2002 :


177,590
(23,511)
154,079

2.
Audit Report
The preceding financial year’s audit report was not qualified.


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.
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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

There was no dividend paid for the current financial year to date.  The final dividend of 3% tax exempt recommended for the preceding financial year ended 31 December 2002 is still pending shareholders’ approval.



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

There was no valuation exercise carried out  for the Group for the current financial year to date.  



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 as disclosed in the preceding quarter on 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

(Restated)
Current Year To Date
Preceding Year Correspon-ding Period

(Restated)



31.03.03
31.03.02
31.03.03
31.03.02



RM’000
RM’000
RM’000
RM’000


Current
514
236
514
236


Deferred
3,483
(3,800)
3,483
(3,800)



3,997
(3,564)
3,997
(3,564)


Associated companies
366
207
366
207



4,363
(3,357)
4,363
(3,357)
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13.
Tax Charge (continued)


The Group’s current year effective taxation rate is higher than statutory tax rate mainly due to certain expenses which were not allowed for tax deduction and non-availability of group relief for losses incurred by certain subsidiary companies. The comparative for deferred taxation was restated and apportioned based on profit/(loss) before taxation of the interim period.



14.
Sale of Unquoted Investments and/or Properties

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



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 March 2003:




RM’000








At cost
   6,562



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



At book value
      836








At market value
1,080






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”).  Approval-in-principle of the Securities Commission for the registration of the Abridged Prospectus to be issued in connection with the Rights Issue of ICULS has been obtained on 9 May 2003.



17.
Group Borrowings


(a)
The total Group borrowings as at 31 March 2003 are unsecured and as follows:






RM’000








Long Term Borrowings
420,621








Short Term Borrowings (Including overdraft of RM4,919,000)
779,644




1,200,265


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



18.
Off Balance Sheet Financial Instruments

There were no material financial instruments with off balance sheet risk as at the date of issue of this quarterly report. 
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19.
Changes in Material Litigation

Since the date of last annual balance sheet date, there has not arisen any material litigation up to the date of issue of this quarterly report. 


20.
Related Party Transactions
Significant transactions with related parties are as follows :
3 months ended 31/3/03

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


12,368


Hong Bee Group
Enterprises that are indirectly controlled by a Director


1,075


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


18,628


NatSteel Ltd. Group

 
Enterprises controlled by the same enterprise which exercises significant influence over the Company


2,163


Associated companies
Enterprises in which the Company has significant influence


19,439


Purchase of goods from :




NatSteel Ltd. Group


Enterprises controlled by the same enterprise which exercises significant influence over the Company


4,957


Associated company
Enterprise in which the Company has significant influence


122,647

21.
Review of Performance

For the quarter under review, revenue increased by RM53 million to RM395 million as compared to RM342 million for the corresponding quarter last year. This was primarily due to rising scrap cost induced higher selling price for wire rod.  Nonetheless, the increase in rod price lagged behind the increase in scrap cost, while bar price increase was constrained by Government controlled ceiling price.  Despite this squeeze on margins, the Group managed to turn from losses in the first quarter of last year (Q102 : loss of RM 7.0 million) into a profit before taxation of RM 8.9 million in the current quarter due to a lower conversion cost through full plant utilisation in the reporting quarter at Company level. The performance of the subsidiary companies has also shown improvement, primarily due to better plant utilisation as a result of stronger demand from construction sector.
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22.
Material Change in Profit/Before Taxation Compared to Immediate Preceding Quarter

Profit before taxation of the Group increased by RM 8.0 million to RM8.9 million as compared to RM 0.9 million in the immediate preceding quarter. This was  mainly due to stronger demand from the construction sector after the festive season and return of  foreign workers.  The anticipated price hike for wire rod and bar also helped to boost volume.



23.
Prospects

Second quarter performance is likely to show significant improvement when compared with the first quarter with benefit from the price increase of both wire rod and bar announced in April.  The Government approved a RM90 per Mt increase in controlled bar price in early April.

There has been report of Government overall review of project spendings.  This may have an impact on the sentiment of the construction industry  As such, outlook for second half of 2003 will be less bullish.  However, there is also sign of scrap cost coming down to help mitigate against any possible volume decline. 

The recent economic stimulus package announced did not include any direct pump priming measure in the form of additional development spending allocated to infrastructure and public works.  However, some of the measures benefiting the residential housing sector and the stimulative impact arising therefrom will help to cushion decline in demand. 

The Group will continue to pursue its cost reduction and productivity programme and develop new products and applications in line with its long term strategy of diversifying into the industrial sector and exports to be  less dependent on the construction industry.

