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Incorporated in Malaysia

Part A – Explanatory Notes Pursuant to FRS1342004
1. Basis of Preparation

The interim financial statements have been prepared under the historical cost convention.

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 1342004, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 March 2006.  The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Company since the year ended 31 March 2006.

2. Changes in Accounting Policies  
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) that are effective for accounting periods beginning on or after 1 January 2006.


FRS 101
Presentation of Financial Statements


FRS 102
Inventories


FRS 108
Accounting Policies, Changes in Estimates and Errors


FRS 110
Events after the Balance Sheet Date


FRS 116
Property, Plant and Equipment


FRS 121
The Effects of Changes in Foreign Exchange Rates


FRS 132
Financial Instruments: Disclosure and Presentation


FRS 133
Earnings Per Share


FRS 136
Impairment of Assets


New/revised FRSs which would be adopted from the financial period beginning 1 April 2007 are:

FRS 117
Leases

FRS 124
Related Party Disclosures

Currently, the effective date for FRS139 Financial Instruments: Recognition and Measurement has yet to be determined by Malaysian Accounting Standards Board (MASB). 

As mentioned in Notes 12, 20 and 22, the Company has acquired 20% interest in Gas Malaysia Sdn. Bhd. and has subscribed to 50% interest in Industrial Gases Solutions Sdn. Bhd.  As a result, the Company has also adopted four new applicable accounting standards namely FRS 3 Business Combination, FRS 127 Consolidated and Separate Financial Statements, FRS 128 Investments in Associates and FRS 131 Interests in Joint Ventures.
The principal effects of the changes in accounting policies resulting from the adoption of the FRS 101 and FRS 116 are discussed below:

a) FRS101:  Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation on the financial statements and disclosures.  

The current period’s presentation of the Company’s financial statements is based on the revised requirements of FRS 101.  No restatement of comparative figures is required as the impact of the relevant FRSs to the Company has been accounted for prospectively.

b) FRS116: Property, Plant and Equipment

The adoption of the revised FRS 116 has resulted in changes to the depreciation charge on the Company’s assets. This was due to changes in estimates of the useful lives of relevant assets and the capitalisation of plant turnaround cost. 
The revised FRS 116 requires the identification of significant parts of property, plant and equipment and the applicable residual values and dismantling costs. The Company has also reviewed the estimated useful life of each identified significant part of property, plant and equipment.  As a result, the useful lives of certain significant parts of property, plant and equipment have been revised and the changes have been accounted for prospectively as detailed out in Note 6.
Previously, plant turnaround cost and major inspection cost were expensed off in the income statement as and when incurred. The revised FRS 116 allows such expenses to be recognised as part of the carrying amount of the related plant, property and equipment and depreciated over a period up to the next plant turnaround and major inspection exercise.  This change in accounting treatment has been accounted for prospectively.  
3. Auditor’s Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 March 2006 was not qualified.

4. Comments about Seasonal or Cyclical Factors

The Company’s operations are not significantly affected by seasonal or cyclical fluctuations.  However, seasonal power sector demand has some relevance to the Company’s operations.

5. Unusual Items Due to Their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income and cash flows during the current quarter and financial year-to-date except as disclosed in Note 2 and Note 6. 
6. Changes in Estimates

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life of each significant part of property, plant and equipment at least at each financial year end.  The Company revised the estimated useful lives of certain plant and equipment from twenty years to a range of five to thirty years and certain buildings from twenty to fifty years, with effect from 1 April 2006.

The revisions were accounted for, as changes in accounting estimates, and have been applied for prospectively. 

There were no other changes in estimates that have had a material effect in the current quarter results.

7. Debt and Equity Securities

The Company had fully redeemed the 5th series of the unsecured term loan of RM312,195,000 during the financial period ended 31 March 2007.
8. Dividends Paid

	
	
	12 months ended
31 March

	
	
	2007
RM ’000
	2006
RM ’000

	Ordinary
	
	

	
	Final paid:

 -   2006 – 25% tax exempt

     (2005 – 20% tax exempt)
	494,683

	395,746



	
	
	
	

	
	Interim paid:

· 2007 – 15% less 28% tax 

     (2006 – 15% less 28% tax)
	213,703
	213,703

	
	Total dividend paid


	708,386
	609,449


9. Segmental Information

The Company’s principal business segments are:
Throughput services
Services rendered for separating natural gas into its components and the storage, transportation and distribution of such components.

Utilities
Sale of industrial utilities.

The Company operates only in Malaysia and accordingly, information by geographical location is not presented. 
The segmental information in respect of the associate and jointly controlled entity is not presented as the contribution of the associate and jointly controlled entity and the carrying amount of investment in the associate and jointly controlled entity has been reflected in the income statement and balance sheet of the Company, its associate and jointly controlled entity.


	
	--------------31 March 2007--------------
	--------------31 March 2006--------------

	Business Segments


	Throughput

Services

RM’000
	Utilities

RM’000
	Total

RM’000
	Throughput

Services

RM’000
	Utilities

RM’000
	Total

RM’000

	Revenue 
	2,404,357

	577,990
	2,982,347
	2,347,463
	491,835
	2,839,298            

	Segment results
	1,122,843
	133,888
	1,256,731

	996,602
	77,953
	1,074,555

	Unallocated income/(expenses)
	
	
	22,133
	
	
	(14,802)

	Operating Profit
	
	
	1,278,864

	
	
	1,059,753

	Financing costs
	
	
	(24,426)
	
	
	(34,847)

	Share of profit after tax of equity accounted associate and jointly controlled entity
	
	
	26,741
	
	
	-

	Profit before taxation
	
	
	1,281,179
	
	
	1,024,906


Segment results include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. Unallocated expenses mainly comprise corporate expenses.  Unallocated income mainly comprises interest from fund investment.
10. Property, Plant and Equipment

Property, plant and equipment except for freehold land and Project-in-Progress are stated at cost less accumulated depreciation and accumulated impairment losses. Freehold land and Project-in-Progress are stated at cost less accumulated impairment losses.

11. Subsequent Events

There were no material events subsequent to the end of the current quarter.
12. Changes in the Composition of the Company

There were no changes in the composition of the Company during the financial year ended 31 March 2007 other than the acquisition of 20% equity interest in Gas Malaysia Sdn Bhd and the incorporation of a jointly controlled entity, as disclosed in Note 22.  
13. Contingent Liabilities and Contingent Assets

There were no contingent liabilities or contingent assets since the last annual balance sheet as at 31 March 2006.

14.
Capital Commitments
The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2007 were as follows:-

	
	31.03.2007 
RM’000

	Property, plant and equipment:

Approved and contracted for
	100,597

	Approved but not contracted for
	249,096

	
	349,693
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15. Performance Review 

Revenue for the quarter ended 31 March 2007 was RM763.1 million (quarter ended 31 March 2006: RM692.4 million) and revenue for the year ended 31 March 2007 was RM2,982.3 million (Year ended 31 March 2006: RM2,839.3 million).  The increase was due to higher throughput revenue and higher utilities sales.
Profit before tax for the quarter ended 31 March 2007 was RM362.4 million (quarter ended 31 March 2006: RM219.9 million) and profit before tax for the year ended 31 March 2007 was RM1,281.2 million (Year ended 31 March 2006: RM1,024.9 million).  The increase in profit was mainly due to higher revenue and lower operating cost.  
16. Material Change in Profit Before Taxation of Current Quarter Compared With Preceding Quarter 

Revenue for the current quarter was RM763.1 million, an increase of RM10.2 million from the preceding quarter mainly due to higher throughput revenue.
Profit before tax for the current quarter of RM362.4 million was RM28.6 million higher than the preceding quarter mainly due to higher other income.  This was mainly due to recognition of additional excess between net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition paid for 20% interest in Gas Malaysia Sdn. Bhd. The additional adjustment relates to pre-acquisition period. 
17. Commentary on Prospects 

Revenue from utilities business is expected to increase as a result of higher sales to customers.  Revenue prospect for gas processing and transmission business would continue to be dependent on upstream gas production levels.
18. Profit Forecast

Not applicable as no profit forecast was published.

19.
Tax Expense  

Taxation comprises the following:
	
	3 months ended
	12 months ended

	
	31.03.2007
	31.03.2006
	31.03.2007
	31.03.2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	In respect of current period:
	
	
	
	

	- income tax
	77,036
	24,300
	   164,136
	106,600

	- deferred tax
	(53,000)
	(12,000)
	    (130,000)
	(53,000)

	
	
	
	
	

	In respect of prior years
	
	
	
	

	- income tax
	      64
	     268
	           64
	     268

	
	24,100
	12,568
	   34,200
	53,868


The effective tax rate of the Company is lower than the statutory tax rate due to the availability of reinvestment allowance.  
The reversal of the deferred tax is higher as compared to the corresponding quarter and previous year due to the effect of the revision in the corporate tax rate from 28% to 27% for the year of assessment 2007 and further reduction to 26% for the year of assessment 2008.
20.
Unquoted Investments and Properties

On 25 May 2006, the Company paid a 10% deposit for the acquisition of 20% equity interest in Gas Malaysia Sdn Bhd.  On 7 September 2006, the acquisition was completed upon satisfaction of conditions precedent.  Subsequently, the Company paid the remaining amount of RM91,827,000, which represents 90% of the purchase price, for the acquisition of 20% equity interest in Gas Malaysia Sdn Bhd.  
There was no sale of unquoted investments and/or properties in the current quarter and financial year to date. 

21.
Quoted Investments

There was no purchase or disposal of quoted securities during the current quarter and financial year to date and there were no investments in quoted shares as at the end of the current quarter.

22.
Status of Corporate Proposal Announced 

On 7 July 2006, the Company had entered into a Joint Venture Agreement with MOX Gases Sdn Bhd to manage the business of marketing, sale, distribution and promotion of gaseous nitrogen in Gebeng Industrial Area, Kuantan.  On 5 February 2007, the joint venture company was incorporated under the name of Industrial Gases Solutions Sdn. Bhd.
On 24 May 2006, the Company had entered into a Sale and Purchase agreement with PETRONAS for the purchase of its 20% equity interest in Gas Malaysia Sdn Bhd. On 7 September 2006, the acquisition of 20% equity interest in Gas Malaysia Sdn Bhd by the Company from PETRONAS was completed upon obtaining all necessary approvals from relevant regulatory authorities.  
23.
Borrowings


Particulars of Company’s borrowings, are as follows:
	Unsecured Loans:
	31.03.2007
	
	31.03.2006
	

	
	
	RM’000
	
	RM’000
	

	Short Term
	
	
	
	
	

	- Term Loan (denominated in JPY)
	
	-
	
	312,195
	

	
	
	
	
	
	

	
	
	
	
	
	

	Long Term
	
	
	
	
	

	- Term Loan (denominated in JPY)
	454,100
	
	454,100     

	
	
	
	
	
	

	Total Borrowings
	
	454,100
	
	766,295
	


The term loan of RM454,100,000 was secured by PETRONAS and on-lent to the Company on 21 April 1997. The terms and conditions of the on-lent agreement are similar to those contained in the principal loan agreement. Under the on-lent agreement, the repayment of principal amount to PETRONAS is at a fixed exchange rate.

24.
Off Balance Sheet Financial Instruments

There are no off balance sheet financial instruments as at the date of this report.

25.
Material Litigation 

There has been no material litigation at the date of this report. 

26.
Dividends Proposed
The Directors propose final dividends of 20% per share tax exempt and 10% per share less 27% tax altogether amounting to RM540,193,813 in respect of the financial year ended 31 March 2007.  The proposed final dividends will be presented for shareholders approval at the next Annual General Meeting.  Subject to shareholders approval, the proposed final dividends will be payable on a date to be announced later.
27.
Earnings per Share

Basic earnings per share are derived based on the net profit attributable to ordinary shareholders and based on the number of ordinary shares outstanding during the period.

	
	3 months ended
	12 months ended

	
	31.03.2007
	31.03.2006
	31.03.2007
	31.03.2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Net profit for the period (RM ‘000)
	338,278
	207,281
	1,246,979
	971,038

	Number of ordinary shares in issue (‘000)
	1,978,732
	1,978,732
	1,978,732   
	1,978,732

	Earnings per share (sen)
	17.10
	10.48
	63.02
	49.07


28.
Authorised for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 23 May 2007.

BY ORDER OF THE BOARD

Noryati Mohd Noor (LS0008877) 
Yeap Kok Leong (MAICSA0862549)
Company Secretaries

Kuala Lumpur
23 May 2007
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