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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 Malaysia Securities Exchange Berhad 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” and MASB Standard 29, “Employee Benefits”.

The effect  of adopting MASB 25 and MASB 29 is applied retrospectively and adjusted against the opening accumulated losses.  The effect of MASB 25 on profit for the current and cumulative quarters ended 31 December 2003 is the reduction in profit after taxation by RM15,000 and RM18,282,000 respectively.  The effect of MASB 29 on current year results is not material:-





As previously reported
Effect of MASB Standard 

25
Effect of MASB Standard 29
As restated


Group 
RM’000
RM’000
RM’000
RM’000


Condensed Income Statement :

Net profit for the quarter ended 31 December 2002
2,297
(137)
(228)
1,932


Net profit for the cumulative quarter ended 31 December 2002


26,868


(14,130)
(228)
12,510


Condensed Balance Sheet 

As at 31 December 2002






Deferred taxation included in Other Deferred Liabilities 
6,949


53,972


-


60,921




Statement of changes in equity :

Accumulated losses as at 31 December 2002
(48,926)
(28,107)
(228)
(77,261)


Reserve as at 31 December 2002 :


177,590
(25,865)
-
151,725

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.















[image: image2.wmf]
5.
Change in Estimates

In the current financial quarter, there have been no change in estimates of amounts reported in prior interim period of the current financial year. Change in estimate of amounts reported in prior financial year in respect of the change in basis of estimates of allowances for slow moving inventories and doubtful debts has been disclosed in the preceding financial quarter.


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 RM141,176,500 nominal amount of 5.5% 5-year irredeemable convertible unsecured loan stocks ("ICULS') on 1 August 2003.  For the period ended 31 December 2003, RM5,260,800 nominal amount of ICULS were converted into 5,107,570 ordinary shares of RM1.00 each.



7.
Dividends

The Board of Directors have yet to decide on the amount of proposed dividend for the current financial year.



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 the insurance claim for loss of profit arising from the breakdown of one of the steel making plants, which is estimated to be in the region of RM27 million as advised by the insurance broker. As of todate, interim claim amounting to  RM1.96 million has been recognised in the current quarter.
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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)



31.12.03
31.12.02
31.12.03
31.12.02



RM’000
RM’000
RM’000
RM’000


Current
(75) 
45
1,446 
1,137


Deferred
(721) 
(204)
15,892 
13,789



(796) 
(159)
17,338 
14,926


Under/(Over) provision in






   prior years
6
(1,611)
6
(1,611)


Associated companies
 (779)
201
503 
692



(1,569) 
(1,569)
17,847 
14,007


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 no purchases  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.  This investment is included in Other Investment under Current Assets.  Part of this quoted securities were disposed off during the financial quarter.







Current Year Quarter
Current Year To Date





31.12.03
31.12.03





RM’000
RM’000




Sale proceeds
98
98




Gain on disposal
65
65










(b)
Investments in quoted securities as at 31 December 2003:





RM’000










At cost
 7,072




Provision for diminution in value of investments
 (5,854)




At book value
1,218










At market value
  1,985
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16.
Status of Corporate Proposals

There was no corporate proposal announced but not completed at the date of this quarterly announcement. The Securites Commission (“SC”) has in its letter dated 2 December 2003 granted the Group extension of time up to 31 October 2004 to fulfill the condition imposed by SC of obtaining certificate of fitness (“CF”) for properties owned by the Group, in respect of the Company’s ICULS issue completed in August 2003. Out of the total seven (7) subject properties, five (5) have already obtained their CFs since 31 October 2002, the date of SC approval of the ICULS issue. CF of the remaining 2 subject properties are still being processed by the relevant authorities, which status is as follows:-

(a)  Lots 2728, 2732:- The building department has no objection to the application. Jabatan Bomba has yet to give its clearance.

(b)  Lots 6047, 6048 and 6049:- Layout planning was obtained on 20 January 2004.  Applications for land amalgamation and building plan are now in progress.



17.
Group Borrowings


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






RM’000








Long Term Borrowings
290,084








Short Term Borrowings (Including overdraft of RM7,950,000)
644,793




934,877


(b)
Included in the above are US Dollars borrowings amounting to RM431.6 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 :
12 months ended 31/12/03

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


65, 989


Hong Bee Group
Enterprises that are indirectly controlled by a Director


4,468
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20.
Related Party Transactions (Continued)





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


98,887


NatSteel Ltd. Group

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


6,135


Associated companies
Enterprises in which the Company has significant influence


108,756


Purchase of goods from :




NatSteel Ltd. Group


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


18,925


Southern Corporation 

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


6,706


Associated company
Enterprise in which the Company has significant influence


505,477


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


3,397



21.
Review of Performance

(a) Current quarter’s Group revenue increased to RM492.4 million compared to previous corresponding quarter’s RM310.2 million whereas cumulative quarters’ revenue increased to RM1,876.2 million from RM1,460.3 million.  The improvement is mainly due to higher volume without the impact of last year’s transformer breakdown and the lower demand attributed to the repatriation of foreign construction workers.  Higher selling price in tandem with increase in raw material cost also partly account for the increased revenue although the increase is not enough to maintain the same margin as in previous year.

(b) Current quarter’s profit before taxation increased to RM12.2 million compared to RM0.8 million in last corresponding quarter mainly due to higher contribution from oversea associated company. On a year to date basis, profit before taxation increased to RM59.8 million from RM26.5 million, mainly due to higher volume as mentioned above and higher contribution from overseas associated company. 
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22.
Material Change in Profit/(Loss) Before Taxation Compared to Immediate Preceding Quarter

The Group recorded a profit before taxation of RM12.2 million as compared to RM13.0 million in the immediate preceding quarter. Current quarter profit before taxation included a write back arising from actuarial valuation of provision for retirement benefits amounting to RM4.3 million and recognition of interim payment of RM1.9 million arising from the loss of profit insurance claim. 

Operationally at Company level, rising scrap cost coupled with Government price control on bar have squeezed the margin significantly. Nevertheless, the Company has continued to maintain the supply and support of the domestic market. 

Overall at the Group level, this negative impact from bar was partly cushioned by the broad product base and contribution by overseas associates.



23.
Prospects

Steel demand has been, and is still expected to be strong, led by buoyant demand in China and the recovery of US and Japanese economies. This favourable environment however, has led to a tight supply and sharp escalation in the cost of  raw materials such as international scrap price and it has already risen to a level exceeding the Government controlled domestic bar price.  As such the performance for 2004 will depend on how the price increase of scrap can be reflected in a more equitable Government controlled bar price and the availability of these raw materials.  However, the Group expects the non-bar businesses and its overseas associates to contribute positively.


24
Earnings Per Share

Basic earnings per ordinary share

The calculation of basic earnings per ordinary share is based on the net profit attributable to ordinary shareholders of RM14,354,000 and the weighted average number of ordinary shares outstanding during the quarter of 284,137,043 calculated as follows:-





RM'000


Issued ordinary shares at beginning of the quarter
282,353 


Effect of ordinary shares issued during the quarter
              1,784


Weighted average number of ordinary shares
 284,137






Diluted earnings per share

The calculation of diluted earnings per ordinary share is based on the net profit attributable to ordinary shareholders of RM14,766,000 and the weighted average number of ordinary shares (diluted) outstanding during the quarter of 416,094,033 calculated as follows:-





RM'000


Weighted average number of ordinary shares
284,137


Effect of ICULS
131,957 


Weighted average number of ordinary shares (diluted)
416,094
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25
 Variation of actual from forecast profit

The Group forecasted a profit after taxation and minority interest (“MI”) of RM20 million for the financial year ended 31 December 2003 (assuming ICULS are converted only upon maturity) in its submission to SC for issuance of ICULS (which was completed in August 2003). Based on the unaudited profit after taxation and MI of RM45 million, the variation of RM25 million is due to:- 

                                                                             RM’mil

Higher volume and selling price                                    9

Lower finance cost                                                      14

Higher share of profit from associates                        13

Insurance claim from transformer breakdown              6

Overprovision of retirement benefits                            4

Deferred tax from adoption of MASB 29                   (17)

Others                                                                        (4)

                                        



Net Impact                                                                  
     25


