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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 and cumulative quarters ended 30 September 2003 is the reduction in profit after taxation by RM5,953,000 and RM18,267,000 respectively.  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 
RM’000
RM’000
RM’000


Condensed Income Statement :

Net profit for the quarter ended 30 September 2002
12,041
(6,968)
5,073


Net profit for the cumulative quarter ended 30 September 2002


24,571


(13,993)
10,578


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.
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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 except for the change in basis of estimates of allowances for slow moving inventories and doubtful debts stated in paragraph 21.


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 other than as mentioned below:-

The Company has issued RM 141,176,500 nominal amount of 5.5% 5-year irredeemable convertible unsecured loan stocks ("ICULS') on 1 August 2003.  For the period ended 30 September 2003, RM5,049,650 nominal amount of ICULS were converted into 4,902,570 ordinary shares of RM1.00 each.



7.
Dividends

The final dividend of 3% tax exempt recommended for the preceding financial year ended 31 December 2002 was approved in the AGM on 18 June 2003 and paid on 18 July 2003.  No other dividend has been declared or proposed for the current financial year to date.



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 for insurance claim for loss of profit arising from breakdown in one of the transformers of the steel making plants in 2002 disclosed previously.  In addition to  the claim on machinery breakdown which was finalised at RM4.0million, the Company is pursuing with the insurers to finalise the claim on the loss of profit, the realisation of which would have a positive impact on the Company’s performance.
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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)



30.09.03
30.09.02
30.09.03
30.09.02



RM’000
RM’000
RM’000
RM’000


Current
393 
430 
1,192 
1,092 


Deferred
5,651 
6,968 
16,942 
13,993 



6,044 
7,398 
18,134 
15,085 


Associated companies
392 
278 
1,282 
491 



6,436 
7,676 
19,416 
15,576 


The Group’s current year effective tax 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 other than quoted investment (outside Malaysia) received as settlement of a trade debt disclosed in previous quarter.  These investments are included in Other Investment under Current Assets.





(b)
Investments in quoted securities as at 30 September 2003:





RM’000










At cost
  7,180 




Provision for diminution in value of investments
 (6,248)




At book value
     932










At market value
  1,992








16.
Status of Corporate Proposals

The  renounceable rights issue of RM141,176,500 nominal amount of 5.5% 5-year irredeemable convertible unsecured loan stocks (“ICULS”) has been completed with the listing and quotation of the ICULS on the Kuala Lumpur Stock Exchange on 4 August 2003.  The proceeds of RM141,176,500 raised from the rights issue have been utilised to repay part of the US$ syndicated loan amounting to RM94,995,000 and the balance of RM46,181,500 for working capital requirements.
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17.
Group Borrowings


(a)
The total Group borrowings as at 30 September 2003 are unsecured and as follows:






RM’000








Long Term Borrowings
330,535 








Short Term Borrowings (Including overdraft of RM7,443,000)
675,741 




1,006,276 


(b)
Included in the above are US Dollars borrowings amounting to RM455.3 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. 



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 :
9 months ended 30/9/03

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


46,580 


Hong Bee Group
Enterprises that are indirectly controlled by a Director


2,784 


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


73,526 


NatSteel Ltd. Group

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


5,082 


Associated companies
Enterprises in which the Company has significant influence


70,170 
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20.
Related Party Transactions (Continued)





Purchase of goods from :




NatSteel Ltd. Group


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


14,747 


Southern Corporation 

  (Nibong Tebal) Sdn. Bhd.
Enterprise in which substantial interest is owned indirectly by a  substantial shareholder of the Company


5,005 


Associated company
Enterprise in which the Company has significant influence


441,143 


Service rendered by :




Su Hock Group                
Enterprise in which substantial interest is owned indirectly by a Director, who is also a substantial shareholder of the Company


3,067



21.
Review of Performance

Current quarter’s Group revenue increased to RM543.0 million from last year’s corresponding quarter of RM366.0 million whereas cumulative quarters’ revenue increased to RM1,383.8 million from RM1,150.1 million.  It is mainly due to overall increase in sales volume.  However there is only slight improvement in profit from RM12.8million to RM13.0million due to higher raw material cost.  In addition, due to change in basis of ascertaining accounting estimates, additional allowances of RM6.0million for slow moving inventories and doubtful debts have been made in the current quarter.  On a year to date basis, profit before taxation increased from RM25.8m to RM47.7million as compared to previous corresponding period.



22.
Material Change in Profit/(Loss) Before Taxation Compared to Immediate Preceding Quarter

The Group recorded a profit before taxation of RM13.0 million as compared to RM25.7 million in the immediate preceding quarter.  This was mainly due to lower contribution margin resulting from change in sales mix, higher raw material cost and the allowances made mentioned in paragraph 21.



23.
Prospects

Regionally, steel demand is still expected to be strong, led by buoyant demand in China and the recovery of US and Japanese economies.  In the domestic market, demand hinges on timely release of Government projects following the recent review. On the supply side, the continued rise in scrap cost has put increasing pressure on margins without matching price increase of the group's steel products, especially for rebar under Government price control.  As such, performance of the final quarter for the year will not be as good as in previous quarters in view of rising scrap cost and cyclically low demand during festive season and scheduled plant shutdown in the fourth quarter.
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24
Earnings Per Share

Baisc earnings per ordinary share

The calculation of basic earnings per ordinary share is based on the net profit attributable to ordinary shareholders of RM7,767,000 and the weighted average number of ordinary shares outstanding during the quarter of 283,036,733 calculated as follows:-





RM'000


Issued ordinary shares at beginning of the quarter
282,353 


Effecf of ordinary shares issued during the quarter
      684 


Weighted average number of ordinary shares
283,037 






Diluted earnings per share

The calculation of diluted earnings per ordinary share is based on the net profit attributable to ordinary shareholders of RM8,167,985 and the weighted average number of ordinary shares (diluted) outstanding during the quarter of 415,198,723 calculated as follows:-





RM'000


Weighted average number of ordinary shares
283,037 


Effect of ICULS
132,162 


Weighted average number of ordinary shares (diluted)
415,199 

