GREAT WALL PLASTIC INDUSTRIES BERHAD (10450-H)
(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT
FOR THE FOURTH FINANCIAL QUARTER ENDED 31 DECEMBER  2001

1.
Accounting Policies

The accounting policies and methods of computation adopted were consistent with the most recent financial statements of the financial year ended 31 December 2000 and comply with the accounting standards that are applicable for the current financial year.

2.
Exceptional Items

There were no exceptional items for the current quarter and financial year-to-date.

3.
Extraordinary Items

There were no extraordinary items for the current quarter and financial year-to-date.

4.
Income tax

Income tax comprises :- 

	
	
	Current Year

Quarter

31/12/2001
	
	Current

Year-to-date

31/12/2001

	
	
	RM’000
	
	RM’000

	Malaysian taxation
- 
Overprovision in prior years
	
	0
	
	(1,263)

	Malaysian taxation
- 
underprovision of real property gain tax (RPGT) in prior year

​
-
current provision of real property gain tax (RPGT)
	
	0

28
	
	70

28

	
	
	28
	
	(1,165)



Tax amounting to RM1.263 million which was provided, and paid, in the previous years was reversed during the current period under review following the successful appeal to the Inland Revenue Board (“IRB”) for the utilisation of reinvestment allowance in respect of year of assessment 1998. The refund from the IRB has since been received. 


There were no provision of income tax based on the current quarter and financial year-to-date profits due to the utilisation of available capital allowances, except the RPGT tax provision in respect of disposal of buildings.

5.
Profits/(losses) on Sale of Unquoted Investments and/or Properties 


Included in Other Income was a profit on disposal of a terrace house and a factory building amounting to  RM457,620 for the  financial year-to-date.

6.
Quoted Securities 


As at 31 December 2001, the Company did not hold any quoted securities, nor were there any purchase or disposal of quoted securities for the current quarter and financial year-to-date.

7.
Changes In the Composition of the Company


There were no changes in the composition of the Company for the financial quarter ended 31 December 2001 including business combination, acquisition or disposal of subsidiary and long term investment, restructuring and discontinuing operations.


Subsequent to the announcement on 17 February 2000 in connection with the proposed  acquisition of Enfari Sdn Bhd (“Proposed Acquisition”) from Enfari Limited (“Vendor”), the Board of Directors of the Company had on 11 April 2000 further announced that, in conjunction with the Proposed Acquisition, the existing business and operations shall remain in the Company and that in its stead, only the listing status of the Company shall be transferred up to a new company, Pioneer Design Sdn Bhd (“Pioneer”) (“Proposed Transfer of Listing Status”).   This would involve the shareholders of the Company exchanging their shares in the Company for new shares in Pioneer and the transfer of the listing status of the Company to Pioneer undertaken through a voluntary scheme of arrangement under Section 176 (1) of the Companies Act, 1965 (“Proposed Scheme of Arrangement”).  The Board has also announced that the Company had entered into a Deed of Novation between the Company, Enfari Limited and Pioneer to, inter alia, novate its participation in the earlier Sale and Purchase Agreement dated 17 February 2000 to Pioneer and the listing status to be transferred to Pioneer. It was also announced that the Vendor and parties acting in concert with the Vendor shall apply to the Securities Commission (“SC”) for a waiver, pursuant to the provisions of Practice Note 2.9.1 of the Malaysian Code on Takeovers and Mergers,1998, from the obligation to undertake a mandatory general offer for the remaining shares in Pioneer not already held by the Vendor and parties acting in concert with the Vendor (“Proposed Waiver”).

8.
Status of Corporate Proposals

The shareholders have on 7 March 2001 approved, inter alia, the Proposed Scheme of Arrangement, Proposed Transfer of Listing, Proposed Acquisition and Proposed Waiver. 


The SC has, on 23 March 2001, approved the Proposed Waiver.


The Kuala Lumpur Stock Exchange has, on 4 May 2001, approved the listing of and quotation for the entire issued and paid-up share capital of Pioneer on the Main Board of the Exchange.


The SC has, on 4 January 2002, approved the extension of the implementation period for the aforementioned proposals for another period of six(6) months to 6 May 2002.

9.
Debt and Equity Securities


There were no issuance or repayment of debt and equities securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year-to-date ended 31 December 2001. 

10.
Borrowings

	
	
	As at

31/12/2001

	
	
	RM’000

	a) Short term borrowings- unsecured

b) Long term borrowings- unsecured
	
	3,500

13,596

	
	
	17,096


11.
Contingent Liabilities
There were no contingent liabilities to be disclosed as at the date of this report.

12.
Financial Instruments with Off Balance Sheet Risks


There were no financial instruments with off balance sheet risks as at the date of this report.

13.
Material Litigation


There was no pending material litigation as at the date of this report.

14.
Segmental Reporting


No segmental reporting is prepared as the Company principally operates within one industry and geographically resides in one country.

15.
Explanatory Comments  On Any Material Changes In The Profit Before Taxation For The Quarter Reported On As Compared With The Preceding Quarter                                                                                                                                                         


The Company registered marginally lower revenue of RM30.904 million as compared to the preceding quarter of RM32.278 million. The Company’s profit before tax was however higher at RM1.541 million compared to the preceding quarter of RM502,000. The higher profit before tax was attributed to better margins arising from improved operating efficiency and cost control measures undertaken.

16.
Review of Performance


The Company registered lower revenue of RM30.904 million in the current quarter as compared to the previous corresponding quarter of RM37.746 million. However, profit after tax in the current quarter of RM1.513 million was higher than the previous corresponding quarter of RM1.045 million.


Lower revenue of RM130.368 million and profit after tax of RM3.739 million were recorded respectively for the current financial year-to-date ended 31 December 2001 as compared to the previous year corresponding period of RM152.591 million and RM7.153 million respectively.  The lower revenue and profit were mainly due to weak demand, particularly from the overseas markets and lower profit margins. The demand from the overseas markets was adversely affected by the relative strength of the Ringgit against the regional market’s currencies which had depreciated against the USD/Ringgit.

17.
Material Subsequent Events

There were no material subsequent events as at the date of this report.

18.
Seasonal / Cyclical Factors


The Company’s operations are not affected by any material seasonal or cyclical factors.

19.
Current Year Prospect


In view of the current difficult operating environment, operational efficiency and cost control measures will continue to be implemented to enhance margins and profitability. Notwithstanding these measures, the Board of Directors is mindful that the business prospects for the first half year in 2002 may remain difficult due to weak market conditions but is hopeful that the second half year will be more favourable in line with the general expectation of a prospective improvement in the world, particularly the US, economy.

20.
Profit Forecast and Profit Guarantee 


As per attachment A.

21.
Dividend


The Board of Directors is pleased to recommend, for the approval of the shareholders, the payment of a first and final dividend of 5 sen per share, before tax of 28% (2000 :      5 sen per share, before tax of 28%)


The date of entitlement and date of payment of dividend will be determined and announced later.

By Order of the Board

LEE YING FONG

Company Secretary

25 February 2002

A

GREAT WALL PLASTIC INDUSTRIES BERHAD

Explanation for Profit Deviation for Financial Year 2001

	
	Actual
	Forecast
	
	Deviation
	Remarks

	
	RM’000
	RM’000
	
	RM’000
	

	PAT
	3,739
	11,474
	
	(7,735)
	

	Reconciliation of PAT:

PAT as per submission

-
operating profit shortfall

-
other income not forecasted

-
taxation variance
	
	
	
	11,474

(10,183)

513

1,935
	N1

N2

N3

	
	
	
	
	3,739
	


N1
The profit before tax deviation of RM10.183 million which was attributable to operational factors was largely due to a combination of a substantial drop in turnover and lower operating margins.

(a)
Turnover


The continued depressed global market conditions, which was compounded by the 11 September 2001 incident, resulted in the Company suffering a massive drop in export sales.    The relative strength  of the Ringgit against the regional currencies had also adversely affected export sales.   Actual export sales was lower than forecast by RM57.902 million (60.4%).


Given the state of the economy, the Company had also shelved the forecast acquisition of a new castline machine for the production of stretch films, which led to lower production and, hence, turnover.


The above led to a deviation in turnover of RM54.902 million as set out below:

	
	
	RM’000

	Actual

Forecast
	
	130,368

185,270

	Deviation
	
	(54,902)



The above can be further analysed as follows:

	
	
	Turnover

RM’000

	a)
Due to new castline being shelved 

b)
Due to market demand factors
	
	(36,143)

(18,759)

	
	
	(54,902)


(b)
Operating Margins


Operating margins were adversely affected due to the weak demand.  This was further compounded by unfavourable operating efficiencies as the envisaged economies of scale failed to materialize as forecasted given the sharp drop in turnover for reasons as set out above.

(c)
Profit before Tax( PBT )


Based on the above, the deviation in profit before tax attributable to operational factors can be analysed as follows:

	
	
	PBT

RM’000

	(a)
Deviation due to turnover shortfall

(b)
Deviation due to operating margins
	
	(3,628)

(6,555)

	
	
	(10,183)


Given the unexpected slowdown of the global economy and the adverse impact of the strength of the Ringgit against the regional currencies, it was not possible for the Company to accurately predict these adverse events for incorporation in the Forecast.  Consequently, the adverse deviation in the profit before tax from the Forecast was due to factors largely beyond the control of and/or prediction by the Company when the Forecast was first prepared in April 2000.

N2
Other Income of RM513,000 which was not forecasted consist of:

	Gain on disposal of fixed assets

Bad Debts written back
	
	RM’000

488

25

	
	
	513


N3

Taxation variance was mainly due to the following:

	
	
	Actual
	
	Forecast
	
	Variance

	
	
	RM’000
	
	RM’000
	
	RM’000

	Income Tax

Overprovision in prior year **

Current provision *
	
	1,263

-
	
	-

(770)
	
	1,263

770

	RGPT Tax

Underprovision in prior year

Current provision
	
	(70)

(28)
	
	-

-
	
	(70)

(28)

	
	
	1,165
	
	(770)
	
	1,935


Notes:

**
The taxation amounting to RM1.263 million which was provided and paid in the previous year was reversed during the current year following a successful appeal to the Inland Revenue Board for the utilization of reinvestment allowance in respect of year of assessment 1998.

*
no taxation liability is estimated for the current year profit due to lower taxable profit and utilization of sufficient capital allowances as compared to the forecast of RM770,000.
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