YUNG KONG GALVANISING INDUSTRIES BERHAD   (Company No. 032939-U)
UNAUDITED REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 2007
NOTES TO THE ACCOUNTS:-

	1
	Basis of Preparation

	
	

	
	The interim financial report has been prepared in accordance with Financial Reporting Standard (FRS) 134, Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa”).  

	
	

	
	The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2006.  These explanatory notes attached to the interim financial statement provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2006.

	
	

	2
	Changes in Accounting Policies

	
	

	
	The significant accounting policies adopted in the interim financial report are consistent with those of adopted in the most recent annual audited financial statements for the year ended 31 December 2006 and in the previous quarter.

	
	

	3
	Declaration of audit qualification

	
	

	
	The annual financial statements of the Group for the year ended 31 December 2006 were reported on without any qualification.

	
	

	4
	Seasonality or Cyclicality of interim operations

	
	

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

	
	

	5
	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.

	
	

	6
	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 that have had material effect in the current quarter’s results.

	
	

	7
	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 under review.  

	
	


	8
	Dividends

	
	

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

	
	

	9
	Segmental reporting

	
	

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

	
	

	10
	Valuation of property, plant and equipment

	
	

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

	
	

	11
	Material events subsequent to the end of the interim period

	
	

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

	
	

	12
	Changes in composition of the Group

	
	

	
	There was no change in the composition of the Group for the current quarter under review.

	
	

	13
	Changes in contingent liabilities or contingent assets

	
	

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

	
	

	14
	Review of performance

	
	

	
	The Group’s total revenue for the quarter under review increased by 10% to RM115.6 million as compared to RM105.4 million in the corresponding period of the preceding year. The improvement was mainly due to increase of high price range products in the product mix.  Thus Group’s profit before tax was RM6.01 million, 41% higher as compared to RM4.26 million pre-tax profits reported in the corresponding period of the previous year. 

	
	

	15
	Variation of results against preceding quarter

	
	

	
	For the quarter under review, the Group recorded a profit before tax of RM6.01 million as compared to RM6.80 million achieved in the previous quarter.  The lower profit was resulted from higher cost of production during the quarter under review. 

	
	


	16
	Current year prospects

	
	

	(a)
	The new production facilities of producing our own feed material, Cold Rolled Coil (CRC), are smoothly incorporated and we are gradually moving towards full implementation by end of the year. The new facilities will auger well in active participation of the anticipated businesses which shall be created by the launching of the West Malaysian three Corridors of Developments namely Iskandar Development Region (IDR) in the South, Northern Corridor Economic Region (NCER) and East Coast Economic Region (ECER). In addition to the current implementation of the 9th Malaysian Plan coupled with the forthcoming launching of the Regional Corridor Development of Sarawak (RECORDA) in December 2007 by the Prime Minister, we foresee the off take of our products in the market will be greatly enhanced. 
However, with the cost of fuel and raw materials are escalating in contributing to our finished products coupled with higher cost of logistics and others caused by the oil hike, the passing of the cost increase to our customers may not be reflective during transition period which may dampened our profit margin in near terms. 

	
	

	(b)
	There were no announcements or disclosures been published in a public document as to the revenue or profit estimate, forecast, projection or internal targets as at the date of this announcement.

	
	 

	17
	Statement of the Board of Directors’ opinion on achievement of forecast

	
	

	
	Not applicable to the Group as no announcements or disclosures were published in a public document as to the revenue or profit estimate, forecast, projection or internal targets as at the date of this announcement.

	
	

	18
	Profit forecast

	
	

	
	Not applicable as no profit forecast was published.

	
	

	19
	Tax expense

	
	The taxation is derived as below:
	Current Quarter

RM’000
	Financial

Year-To-Date

RM

	
	Current tax expense
	
	

	
	-  current
	97
	742

	
	
	97
	742

	
	Deferred tax expense
	
	

	
	-  current
	1,513
	2,919

	
	-  prior years
	(8)
	(24)

	
	Total
	1,602
	3,637

	
	Effective tax rate (current year)
	26.7%
	25.6%

	
	The Group’s effective tax rate for the current period was lower than the statutory tax rate of 27% due to certain subsidiaries were enjoying the lower tax rate of 20%.    

	
	

	20
	Unquoted investments and properties

	
	

	
	There were no sales of unquoted investments and properties during the period under review.

	
	

	21
	Quoted investments

	
	

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

Investment in quoted securities as at 30 September 2007:

	
	
	

	
	
	RM
	

	
	Total investments at cost
	42,200
	

	
	Total investments at carrying value/book value (after provision for diminution in value)
	23,515
	

	
	Total investments at market value at end of reporting period 
	33,825
	   

	
	

	22
	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.

	
	

	23
	Borrowing and debt securities

	
	

	
	As at 30 September 2007
	Short Term Borrowing

RM’000
	Long Term Borrowing

RM’000

	
	Denominated in Ringgit Malaysia

Secured
	26,246      
	26,930

	
	Unsecured
	99,894
	 91,645

	
	Denominated in US Dollar

Unsecured
	80,057
	-

	
	Total
	206,197
	118,575

	
	

	24
	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.

	
	

	25
	Changes in material litigation

	
	

	
	There are no material litigations during the period under review.

	
	

	26
	Proposed Dividend

	
	

	
	The Board of Directors has not recommended any interim dividend for the financial quarter ended 30 September 2007.

	
	

	27
	Earnings per share

	
	

	
	
	Quarter ended 30 Sept
	Year ended 30 Sept

	
	
	2007
	2006
	2007
	2006

	
	Basic earnings per ordinary share
	
	
	
	

	
	Net profit/(loss) attributable to the 

  equity holders of the company 

  (RM’000)
	4,243
	 2,629
	9,468
	(77)

	
	Weighted average number of 

  ordinary shares in issue (‘000)
	65,178.3
	65,178.3
	65,178.3
	65,178.3

	
	Basic earnings/(loss) per ordinary 

  Share (sen)
	6.51
	4.03
	14.53
	(0.12)

	
	
	
	
	
	

	
	There were no diluted earnings per share as there were no potential dilutive ordinary shares outstanding as at the end of the reporting period.
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