YUNG KONG GALVANISING INDUSTRIES BERHAD   (Company No. 032939-U)
AUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2003
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 Requirements of Malaysia Securities Exchange Berhad.  The accounting policies and methods of computation are consistent with those adopted in previous quarter except for the adoption of the following:

(i) MASB 25, Income Taxes which has been adopted retrospectively.  Comparative figures have been adjusted to reflect the change in this accounting policy.  The adoption of MASB 25 has resulted in the recognition in full of all taxable temporary differences.  Previously, deferred tax liabilities were not provided if no liability was expected to arise in the foreseeable future and there were no indications the timing differences would reverse thereafter.  Deferred tax assets are now recognised when it is probable that taxable profits will be available against which the deferred tax asset can be utilised (previously only recognised where there was a reasonable expectation of realisation in the near future).

(ii) MASB 27, Borrowing Costs which is applied retrospectively.  Comparative figures have not been restated as the previous accounting policy was in line with the accounting standard.

(iii) MASB 29, Employee Benefits which has been adopted retrospectively.  Comparative figures have been adjusted to reflect the change in this accounting policy.

	
	

	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

	
	

	
	Except for the restatement of comparatives following the adoption of MASB 25 and MASB 29, there were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size and incidence.

	
	


	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 were no changes in estimates of amounts reported in the prior interim period of the current financial year.

	
	

	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 interim period except for the allotment of 830,500 new ordinary shares of RM1-00 each under the Employee Share Option Scheme.

	
	

	7
	Dividends

	
	

	
	The board recommended a first and final dividend of 5% tax exempt per share for the financial year ended 31 December 2003.

	
	

	8
	Segmental reporting

	
	

	
	Segmental reporting is not necessary as the Group is principally involved in manufacturing and sale of steel related 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

	
	

	
	There were no material events subsequent to the end of the interim period.

	
	

	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 revenue for the current quarter increased by 30% as compared to the previous year’s corresponding period.  This was mainly due to higher steel price and better demand for the Group’s products.  However, profit before taxation for the current quarter decreased by 80% as compared to the previous corresponding period as the increase in the cost of raw materials could not be passed on fully to customers.

	
	

	14
	Variation of results against preceding quarter

	
	

	
	For the quarter under review, the Group recorded a profit before tax of RM0.958 million compared to RM3.280 million in the previous quarter.  The decrease in the profit was mainly due to higher cost of raw materials.

	
	

	15
	Current year prospects

	
	

	
	Upon the commissioning of our new Non-Oxidizing Furnace Continuous Galvanising Line by the end of 2004, our Group will be able to provide better products and services to our customers in Malaysia, whilst exploring expansionary opportunities overseas.  The development of the industrial land in Klang will continue in order to cater for the subsequent horizontal expansion programmes and vertical integration in tandem with the market demands.

	
	

	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 year’s provision :-
	
	

	
	-  Current taxation
	(50,770)
	2,976,709

	
	-  Deferred tax
	272,000
	1,022,000

	
	
	221,230
	3,998,709

	
	Prior year’s provision :-
	
	

	
	-  Current taxation
	(231,177)
	(231,177)

	
	Total
	(9,947)
	3,767,532

	
	Effective Tax Rate (current year)
	23.08%
	28.31%

	
	

	
	The effective tax rate for the current quarter is lower than the statutory tax rate of 28% due to the recognition of deferred tax assets following the adoption MASB 25.  The effective tax rate for the financial year to date is higher than 28% due to certain expenses being disallowed for tax purposes.

	
	


	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

	
	

	
	There is no quoted investment held by the Company and the Group for the quarter under review.

	
	

	20
	Status of corporate proposal announced

	
	

	(a)
	There were no corporate proposal announced and pending completion.

	
	

	(b)
	There were no proceeds raised from any corporate proposal.

	
	

	21
	Borrowing and debt securities

	
	

	
	
	Short Term Borrowing

RM’000
	Long Term Borrowing

RM’000

	
	Secured
	  1,648
	  1,139

	
	Unsecured
	79,889
	19,512

	
	

	
	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

	
	

	
	
	Quarter ended 31 Dec
	Period ended 31 Dec

	
	
	2003
	2002
	2003
	2002

	
	
	
	(Restated)
	
	(Restated)

	
	
	‘000
	‘000
	‘000
	‘000

	
	Basic earnings per share
	
	
	
	

	
	Net profit attributable to ordinary 

  shareholders (RM’000)
	1,017
	3,654
	9,227
	13,325

	
	
	
	
	
	

	
	Number of ordinary shares in 

  issue as of beginning of period
	62,567.5
	41,246.0
	41,246.0
	40,011.0

	
	Adjustment for bonus issue
	-  
	20,623.0
	20,623.0
	20,623.0

	
	Effect of shares issued in the  

  period
	465.2
	-  
	452.6
	744.4

	
	Weighted average number of 

  ordinary shares in issue
	63,032.7
	61,869.0
	62,321.6
	61,378.4

	
	
	
	
	
	

	
	Basic earnings per ordinary share 

  (sen)
	1.61
	5.91
	14.81
	21.71

	
	
	
	
	
	

	
	Diluted earnings per share
	
	
	
	

	
	
	
	
	
	

	
	Net profit attributable to ordinary 

  shareholders (RM’000)
	1,017
	3,654
	9,227
	13,325

	
	
	
	
	
	

	
	Weighted average number of 

  ordinary shares in issue
	63,032.7
	61,869.0
	62,321.6
	61,378.4

	
	Adjustment for share options
	461.3
	736.7
	454.0
	296.6

	
	Adjusted weighted average 

  number of ordinary shares for  

  calculating diluted earnings per 

  ordinary share
	63,494.0
	62,605.7
	62,775.6
	61,675.0

	
	
	
	
	
	

	
	Diluted earnings per ordinary 

  share (sen)
	1.60
	5.84
	14.70
	21.61
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