YUNG KONG GALVANISING INDUSTRIES BERHAD   (Company No. 032939-U)
AUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2002
NOTES TO THE ACCOUNTS:-

	1
	Accounting policies and methods of computation

	
	

	
	The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirement of Kuala Lumpur Stock Exchange.  The accounting policies and methods of computation are consistent with those adopted in previous years except for the adoption of the following:

(i) MASB 19, Events After Balance Sheet Date whereby the comparative figures have been restated to reflect the impact of the non-recognition of dividends proposed after the balance sheet date;

(ii) MASB 20, Provisions, Contingent Liabilities and Contingent Assets and MASB 21, Business Combination which are applied retrospectively.  Comparative figures have not been restated and no prior year adjustment is shown as they have no material impact on the financial statements;

(iii) MASB 23, Impairment of Assets which is applied prospectively.  The statement of comparative figures and prior year adjustment are therefore not presented.  There are no impairment losses for the current quarter and the year under review; and

(iv) MASB 24, Financial Instruments Disclosure and Presentation which has been adopted prospectively.

	
	

	2
	Declaration of audit qualification

	
	

	
	The preceding annual financial statements of the Group were reported on without any qualification.

	
	

	3
	Seasonality or Cyclicality of interim operations

	
	

	
	The Group’s operations are not subject to seasonal or cyclical factors.

	
	

	4
	Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size or incidence

	
	

	
	In July 2002 the Group acquired a piece of industrial land in Klang, Selangor Darul Ehsan for RM10.9 million for future expansions.  10% of the consideration or RM1.09 million was paid in July 2002 and the remaining 90% or RM9.81 million was paid in October 2002.  An Information Circular to Shareholders in relation to the above acquisition was prepared and sent to shareholders on 14 October 2002.

	
	

	
	During the quarter, the Board has approved a retirement benefit scheme and the liability as at 31 December 2002 amounting to RM2,034,700 has been fully taken up in the accounts.


	5
	Nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year, which give a material effect in the current interim period

	
	

	
	There are no estimates of amounts reported in prior interim period.

	
	

	6
	Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

	
	

	
	There were no issuances, cancellations, repurchases, resales and repayments of debt and equity securities during the quarter under review.

	
	

	7
	Dividends

	
	

	
	The Board of Directors has recommended a first and final dividend of 5% tax exempt in respect of the year ended 31 December 2002.

	
	

	8
	Segmental reporting

	
	

	
	Segmental reporting is not necessary as the Group is principally involved in the homogeneous activity of manufacturing and sale of galvanized products in Malaysia.

	
	

	9
	Valuation of property, plant and equipment

	
	

	
	The valuation of land and buildings was brought forward without amendment from the previous annual report.

	
	

	10
	Material events subsequent to the end of the interim period

	
	

	
	The Company increased its issued and paid-up share capital from RM41,246,000 to RM61,869,000 on 2 January 2003 via a Bonus Issue of 20,623,000 ordinary shares of RM1.00 each by the capitalisation of RM20,623,000 from its retained profits.

	
	

	11
	Changes in composition of the Group

	
	

	
	There are no changes in the composition of the Group for the interim period under review.

	
	

	12
	Changes in contingent liabilities or contingent assets

	
	

	
	There are no contingent liabilities or assets for the current financial year to date.

	
	

	13
	Review of performance

	
	

	
	The Group’s profit before taxation for the current quarter and the financial year to date have increased by 71% and 56% respectively, as compared to the previous year’s corresponding periods, mainly due to an increase in revenue from higher steel price in tandem with international pricing.


	14
	Variation of results against preceding quarter

	
	

	
	For the quarter under review, the Group recorded a profit before tax of RM4.027 million compared to RM4.879 million in the previous quarter.  The slight decrease in the profit despite higher revenue was mainly due to a provision of retirement benefit of RM2.035 million in the current quarter.

	
	

	15
	Current year prospects

	
	

	
	With the better result achieved in the financial year 2002, the Board is looking forward to another successful year through effective utilisation of installed capacities despite the lackluster business climate is looming due to the interference of weak world economy.

	
	

	16
	Profit forecast

	
	

	
	Not applicable as no profit forecast was published.

	
	

	17
	Tax expense

	
	The taxation is derived as below:
	Current Quarter

RM
	Financial

Year-To-Date

RM

	
	Current Taxation :-
	
	

	
	- Current year’s provision
	1,025,281
	2,756,081

	
	-  Prior year’s provision
	8,921
	8,921

	
	
	1,034,202
	2,765,002

	
	Deferred Tax :-
	
	

	
	-  Current year’s provision
	(50,000)
	(50,000)

	
	Total
	984,202
	2,715,002

	
	Effective Tax Rate
	24.43%
	17.04%

	
	

	
	The variance between the effective tax rate and statutory tax rate of 28% is due to the reinvestment allowances currently enjoyed by the Company for its qualifying capital expenditures and double deduction claimed for certain qualifying expenses.

	
	

	18
	Unquoted investments and properties

	
	

	
	There were no sales of unquoted investments or properties for the current quarter and financial year to date.


	19
	Quoted investments

	
	

	
	During the current quarter, there were no purchase and sale of quoted securities by the Group.



	
	Investments in quoted securities as at 31 December 2002:

	
	
	

	
	
	RM
	

	
	Total Investments at cost
	6,600
	

	
	Total investments at carrying value/book value (after provision for diminution in value)
	455
	

	
	Total investments at market value at end of reporting period 
	455
	   

	
	

	20
	Status of corporate proposal announced

	
	

	
	On 21 August 2002 the Company (YKGI) has announced the followings:

	
	

	
	1.
	Proposed Bonus Issue

That the Company is proposing a bonus issue of up to 21,988,000 new ordinary shares of RM1.00 each to be credited as fully paid-up on the basis of one (1) new YKGI share for every two (2) existing YKGI shares held.

	
	
	

	
	2.
	Proposed Transfer

That, subject to the completion of the Proposed Bonus Issue, YKGI is proposing a transfer of the listing of and quotation for its entire issued and paid up share capital from the Second Board to the Main Board of KLSE.

	
	

	
	The above proposals were approved by shareholders in an Extraordinary General Meeting on 20 October 2002 and were completed on 2 January 2003 and 17 January 2003 respectively.

	
	          

	21
	Borrowing and debt securities

	
	

	
	
	Short Term Borrowing

RM’000
	Long Term Borrowing

RM’000

	
	Secured
	     715
	  1,069

	
	Unsecured
	74,207
	10,550

	
	

	
	The above borrowings are denominated in Ringgit Malaysia.

	
	

	22
	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.


	23
	Changes in material litigation

	
	

	
	There are no changes in material litigation during the period under review.

	
	

	24
	Earnings per share

	
	

	
	Basic 
	Current quarter ended 31/12/2002

	
	Net profit attributable to ordinary shareholders (RM’000)
	3,103

	
	
	

	
	Number of ordinary shares in issue as of 1 Oct 2002
	41,246,000

	
	Effect of shares issued in the quarter
	-

	
	Weighted average number of ordinary shares in issue
	41,246,000

	
	
	

	
	Basic earnings per ordinary share (sen)
	7.5

	
	
	

	
	Diluted
	

	
	Net profit attributable to ordinary shareholders (RM’000)
	3,103

	
	
	

	
	Weighted average number of ordinary shares in issue
	41,246,000

	
	ESOS:
	

	
	    Weighted average number of unissued shares
	1,567,083

	
	    Weighted average number of share that would have been 

    issued at fair value
	(830,358)

	
	Adjusted weighted average number of ordinary shares for calculating diluted earnings per ordinary share
	41,982,725

	
	
	

	
	Diluted earnings per ordinary share (sen)
	7.4
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