Notes to the interim financial report ended 31 December 2002

A1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Part A of Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2002. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 30 June 2002.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 30 June 2002.

A2. Audit report

The Group’s audited financial statements for the year ended 30 June 2002 were not subject to any qualification.

A3. Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors in the reported quarter.

A4. Exceptional items

There were no exceptional items during the financial period under review.

A5. Changes in estimates

There were no changes in estimates on the nature and amount reported in the preceding financial years that have a material effect in the current interim period.  

A6. Issuance and repayment of debts and equity securities


There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial year-to-date except for the following ordinary shares issued pursuant to the exercise of options granted under the Executives’ Shares Option Scheme (“ESOS”) and Employees Loyalty Share Option Scheme (“ELS”):-

· 571,500 new ordinary shares of RM1.00 each at exercise price of RM1.00 per share.

· 30,000 new ordinary shares of RM1.00 each at exercise price of RM1.97 per share.

· 268,500 new ordinary shares of RM1.00 each at exercise price of RM1.93 per share

· 587,000 new ordinary shares of RM1.00 each at exercise price of RM2.09 per share

· 373,000 new ordinary shares of RM1.00 each at exercise price of RM1.73 per share

A7. Dividend paid

	
	6 months ended 31 December 

	
	2002
	2001

	
	RM
	RM

	Ordinary
	
	

	Final Paid:
	
	

	5% per share tax exempt
	3,879,275
	3,726,650

	5%  special dividend per share tax exempt
	3,879,275
	NIL

	
	
	

	Total
	7,758,550
	3,726,650



The Company paid the 5% per share tax-exempt dividend and 5% special dividend per share tax exempt in respect of the year ended 30 June 2002 during the financial quarter under review.

A8. Segment information

The financial information by activity and geographical segment is not presented as the Group’s activities are principally in the manufacturing and stamping of precision metal parts and anodizing high-end cosmetic surface-finishing metal parts; and a substantial portion of the business operations are conducted in Malaysia.

A9. Property, plant and equipment

The property, plant and equipment of the Group are carried at historical cost less accumulated depreciation. Accordingly, no valuations have been brought forward without amendment from the previous annual report.

A10. Material events subsequent to the end of the interim period.
There were no material subsequent events that are required to be reflected in the interim financial statements.

A11. Changes in composition of Group


There were no changes in the Group structure for the financial period under review. 

A12. Changes in contingent liabilities 

There were no changes in the contingent liabilities as already disclosed in Note 20 of the audited financial statements for the year ended 30 June 2002 during the financial period under review except as follows: - 

· the balance life of a proportionate corporate guarantee in respect of  a factory lease agreement for a 35% owned associated company is 7 years 4 months as at end of the reporting quarter.    

A13. Inventories

The reduction in inventory from RM44.0 million as at 30th June 2002 to RM14.0 million as at 31st December 2002 was due mainly to the absence of goods-in-transit and the cessation of hubbing facilities in USA as the customer has re-aligned its supply chain. During the financial period under review, there was a reversal of inventories written down amounting to RM34,837/= from the preceding period as a result of a change in net realizable value estimates. 

A14. Capital commitments

	
	31 December 2002

	
	RM’000

	Property, plant and equipment
	

	      Approved but not contracted for
	154

	       Contracted but not provided for in the interim financial statements
	1,201

	
	1,355


Additional information required by the KLSE’s listing Requirements

B1. Review of performance

As a result of the global economic slowdown and the relocation of customers’ source of supply to regions of lower operating costs, the Group’s revenue decreased by 17.8% to RM192.1 million compared to RM233.8 million in the preceding year corresponding period. 

The Group’s net profit RM21.9 million for the period decreased by 3.4% compared to that of the preceding year.  This is due mainly to lower interest expense and with no exceptional items charged.    

B2. Material changes in the quarterly results compared to the results of the preceding quarter.

Sales for this quarter were 21.3% lower than that of the preceding quarter as one of the export customers has completely sourced its American needs outside Malaysia.  With the drop in export sales coupled with higher raw material cost as a result of price increase, our profit before income tax decreased by 37.3% compared to that of the preceding quarter. 

B3. Current year prospects


The geo-political uncertainty affecting the global economy and the relocation of our major customers will have an impact on the operation of the Group.  The Board expects both revenue and profit of the Group to be significantly lower for the remaining quarters of our financial year.  


B4. Profit forecast

This is not applicable as no profit forecast was published.

B5. Tax expense

	
	3 months ended

31 Dec 2002
	
	6 months ended

31 Dec 2002

	
	RM’000
	
	RM’000

	Current tax expense
	        
	
	    

	    Malaysian – current
	2,462
	
	6,195

	Deferred tax expenses
	
	
	

	    Malaysian
	(196)
	
	(495)

	
	
	
	

	
	2,266
	
	5,700




The Group’s current year effective tax rate is lower than the prima facie tax rate mainly due to utilization of capital allowances and reinvestment allowances of a subsidiary company and a decrease in deferred tax liabilities.  

B6. Unquoted investment and properties

There were no disposals of investment and or/ properties for the financial period under review.

B7. Quoted investment

There were no purchases and / or disposal of quoted securities for the financial period under review.

B8. Status of corporate proposal announced

There were no corporate proposals announced which remain uncompleted at the end of the financial period.

B9. Borrowing and debt securities

	Borrowings
	
	Securities
	
	Currency
	
	As at

31/12/2002

	
	
	
	
	
	
	RM’000

	Short Term
	
	
	
	
	
	

	Term loan
	
	Unsecured
	
	RM
	
	2,292

	Hire purchase liabilities
	
	Secured
	
	RM
	
	178

	Total short term borrowings 
	
	
	
	
	
	2,470

	
	
	
	
	
	
	

	Long term
	
	
	
	
	
	

	Term loan
	
	Unsecured
	
	RM
	
	2,295

	Total long term borrowings
	
	
	
	
	
	2,295

	
	
	
	
	
	
	

	
	
	
	
	
	
	


B10. Off balance sheet financial instruments

During the financial year to date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11. Changes in material litigation

There was no pending material litigation as at 12th February 2003.

B12. Dividends

The Directors have agreed that an interim dividend of 5.0 sen per share less 28% income tax (Dec 2001: nil) be declared in respect of the financial year ending June 30, 2003. The date payable and entitlement to dividends will be determined at a latter date.

B13. Basic earning per share

Basic earning per share

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM6,164,000 and the weighted average number of ordinary shares outstanding during the quarter of  76,849,978.

Weighted average number of ordinary shares  

	
	    ’000

	Issued ordinary shares at beginning of the period
	76,174

	Effect of option shares exercised during the period
	     676

	Weighted average number of ordinary shares
	76,850


Diluted earning per share

The calculation of diluted earnings per share for the quarter is based on the profit attributable to ordinary shareholders of RM6,164,000 and the weighted average number of ordinary shares outstanding during the quarter of  77,497,024.

Weighted average number of ordinary shares (diluted)  

	
	    ’000

	Weighted average number of ordinary shares
	76,974

	Assume full exercise of share options
	     523

	Weighted average number of ordinary shares (diluted)
	77,497


By order of the Board

Kris Components Bhd

Phang Kim Mee (MAICSA 0791351)

Company secretary

Kuala Lumpur

Date: 18th February 2003
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