YUNG KONG GALVANISING INDUSTRIES BERHAD   (Company No. 032939-U)
UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 2004
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 Bursa Malaysia Securities Berhad (“Bursa”).  The accounting policies and methods of computation are consistent with those adopted in previous quarter.

	
	

	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

	
	

	
	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 prior interim periods of the current financial year.

	
	

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

	
	

	
	There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the interim period except for the allotment of 35,000 new ordinary shares of RM1-00 each under the Employee Share Option Scheme.

	
	

	7
	Dividends

	
	

	
	There was no dividend paid during the interim period under review.

	
	

	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 27% as compared to the previous year’s corresponding period.  This was mainly due to higher steel price.  Profit before tax was slightly better than previous corresponding period at RM3.416 million.

	
	

	14
	Variation of results against preceding quarter

	
	

	
	For the quarter under review, the Group recorded a profit before tax of RM3.416 million compared to RM4.520 million in the previous quarter.  The decrease in the profit was mainly due to increase in cost of raw materials and other inputs could not be fully passed on to our customers.

	
	

	15
	Current year prospects

	
	

	
	Due to the volatility of steel price, the market is still very cautious in taking orders.  Barring any unforeseen circumstances, the Group would be able to record a better result than previous year. 

	
	

	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
	407,500
	3,094,220

	
	-  Deferred tax
	699,000
	951,000

	
	Total
	1,106,500
	4,045,220

	
	Effective Tax Rate (current year)
	32.39%
	29.24%

	
	The effective tax rate for the current quarter is higher than the statutory tax rate of 28% due to certain expenses being disallowed for tax purposes.

	
	

	18
	Unquoted investments and properties

	
	

	
	During the quarter under review, Magic Network Sdn Bhd (“Magic”), a wholly owned subsidiary of YKGI, has entered into an agreement with its debtor whereby the debts owing by the debtor for a sum of RM1.4 million is to be settled by the transfer of 10 units of landed property located in Lahad Datu, Sabah to Magic.

The transaction is pending completion as both parties are waiting for the transfer of title to be processed by the land authority.  However, the transaction has been reflected in the accounts in September 2004 as Magic has taken possession of the landed properties in the same month.

Save as disclosed above, there was no other disposal of unquoted investments and properties during the period under review.

	
	

	19
	Quoted investments

	
	

	
	There were no purchases or sales of quoted investments during the quarter under review.

Investment in quoted securities as at 30 September 2004:

	
	
	

	
	
	RM
	

	
	Total investments at cost
	32,200
	

	
	Total investments at carrying value/book value (after provision for diminution in value)
	32,200
	

	
	Total investments at market value at end of reporting period 
	31,050
	   

	
	

	20
	Status of corporate proposal announced

	
	

	(a)
	1. On 14 May 2004, the Company (“YKGI”) has announced that the Company is proposing to undertake the following exercises:

	
	


	
	(i) proposed renounceable rights issue of up to a maximum of 22,394,167 new ordinary shares of RM1.00 each in YKGI (“Rights Shares”) on the basis of one (1) Rights Share for every three (3) existing ordinary shares of RM1.00 each in YKGI (“YKGI Shares”) held, at an issue price of RM1.00 per Rights Share; and

(ii) proposed restricted issue of up to a maximum of 7,395,000 new YKGI Shares (“Restricted Issue Shares”) to the substantial shareholders of YKGI, namely Yung Kong Co Bhd and Marubeni-Itochu Steel Inc. (“MISI”) and investors to be identified later, at an issue price to be determined later.

	
	

	
	On 16 July 2004, the Company further announced that the YKGI shares proposed to be allotted to MISI under the Proposed Restricted Issue shall now be allotted to MISI’s associated company, Marubeni-Itochu Steel (M) Sdn Bhd.

	
	

	
	The Company has received letter from Ministry of International Trade and Industry (“MITI”) dated 8 September 2004 stating that MITI has no objections to the above proposals.  The above proposals are pending approval from Securities Commission and Foreign Investment Committee.

	
	

	
	2. On 6 July 2004, the Company has announced that YKGI is proposing to seek shareholders’ approval on the provision of financial assistance by way of corporate guarantees of up to RM40 million to its subsidiary companies, namely Integrated Coil Coating Industries Sdn Bhd, Star Shine Marketing Sdn Bhd, Star Shine Global Trading Sdn Bhd and Star Shine Steel Products Sdn Bhd.

	
	

	
	Circular to Shareholders in relation to the above proposals has been prepared and approved by Bursa on 14 October 2004.  An Extraordinary General Meeting for the above proposals will be conducted and shareholders will be notified in due course.

	
	

	(b)
	There were no proceeds raised from any previous corporate proposal and the current proposals are still pending approval from relevant authorities.

	
	

	21
	Borrowing and debt securities

	
	

	
	
	Short Term Borrowing

RM’000
	Long Term Borrowing

RM’000

	
	Denominated in Ringgit Malaysia

Secured
	      3,311
	 1,073 

	
	Unsecured
	  105,392
	48,891

	
	Sub Total
	  108,703
	49,964

	
	Denominated in US Dollar

Unsecured
	  24,293
	-

	
	Total
	132,996
	49,964

	
	

	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
	Proposed Dividend

	
	

	
	The directors did not recommend any interim dividend for the period under review.

	
	

	25
	Earnings per share

	
	

	
	
	Quarter ended 30 Sept
	Period ended 30 Sept

	
	
	2004
	2003
	2004
	2003

	
	
	‘000
	‘000
	‘000
	‘000

	
	Basic earnings per share
	
	
	
	

	
	Net profit attributable to ordinary 

  shareholders (RM’000)
	2,129
	2,044
	8,668
	 8,209

	
	
	
	
	
	

	
	Number of ordinary shares in 

  issue as of beginning of period
	64,514.5
	62,189.5
	63,398.0
	41,246.0

	
	Effect of Bonus Issue
	-
	-
	-
	20,623.0

	
	Effect of shares issued in the  

  period
	28.8
	96.7
	787.2
	215.5

	
	Weighted average number of 

  ordinary shares in issue
	64,543.3
	62,286.2
	64,185.2
	62,084.5

	
	
	
	
	
	

	
	Basic earnings per ordinary share 

  (sen)
	3.30
	3.28
	13.50
	13.22

	
	
	
	
	
	

	
	Diluted earnings per share
	
	
	
	

	
	
	
	
	
	

	
	Net profit attributable to ordinary 

  shareholders (RM’000)
	2,129
	2,044
	8,668
	8,209

	
	
	
	
	
	

	
	Weighted average number of 

  ordinary shares in issue
	64,543.3
	62,286.2
	64,185.2
	62,084.5

	
	Adjustment for share options
	612.0
	806.1
	 1,218.3
	712.7

	
	Adjusted weighted average 

  number of ordinary shares for  

  calculating diluted earnings per 

  ordinary share
	65,155.3
	63,092.3
	65,403.5
	62,797.2

	
	
	
	
	
	

	
	Diluted earnings per ordinary 

  share (sen)
	3.27
	3.24
	13.25
	13.07
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