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NOTES TO THE INTERIM FINANCIAL REPORTING

A1.
Accounting Policies









The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation adopted by the Group in the interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002. The Group has not adopted MASB 25 “Income Taxes” in the presentation of this interim report.



The accounting policies and methods of computation adopted by the Group in the interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002.

A2.

Auditors’ Report

The auditors’ report of the audited financial statements for the financial year ended 31 December 2002 was not subjected to any qualification.
A3.
Seasonal/Cyclical Factors

There were no significant seasonal or cyclical factors which have materially affected the results of the Group for the second quarter.
A4.
Unusual Items  

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the financial period under review.

A5.
Changes in Estimates of Amounts Reported Previously

There were no estimations of amounts used in the previous interim reports having a material impact in the current interim reports.
A6.
Issuance of Equity or Debts Securities

There were no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares by the Company for the financial period ended 30 June 2003.
A7.
Dividends Paid

A final tax exempt dividend of 1 sen per share and a final gross dividend of 4.2 sen less tax at 28% in respect of the financial year ended 31 December 2002 totalling RM2,426,941 was paid on 3 July 2003.
A8.
Segment Revenue and Results for the Current Period To Date Ended 30 June 2003

(i) Business Segments


The analysis of contribution by segment is as follows:


Valves, instrumentation & fittings
Rubber products
Heat & steam engineering
Elimination
Consolidation


RM’000


RM’000
RM’000
RM’000
RM’000

External revenue
30,228
1,273
11,772

43,273

Inter-segment revenue
  9,365
    69
     102
(9,536)
-








Total revenue
39,593
 1,342
 11,874
(9,536)
43,273








Segment result
  4,503
    4
    1,078

 5,585

Unallocated expenses




      22

Shares of results of associates
      42



      42

Interest expenses
   (317)
    (21)
      (131)

    (469)

Interest income
      57
  -
         2

      59

Tax expenses




        (1,234)

Minority interest




     (559)








Net profit for the period
   4,285
    (17)
     949

   3,446

(ii) Geographical Segments


Revenue by location 

of customers
Profit before 

taxation


RM’000
RM’000





Malaysia
33,702
4,164

Indonesia
  5,866
   612

Singapore
  1,924
   196

China
  1,781
  267






43,273
5,239

A9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual report.
A10.
Events Subsequent to the End of the Interim Reporting Period

There are no material events subsequent to the end of the current quarter that have not been reflected in the interim financial statements.

A11.
Changes in Composition of the Group


There were no changes in the composition of the Group for the current financial quarter and for the current financial period-to-date except for the acquisition of the following subsidiaries:


Name of Companies Acquired

Equity Held
Principal Activity

(i)
P.T Primasawit Teknik Berjaya
70%
Trading of boiler, combustion and engineering equipment and piping systems



(ii)
UME Service & Trading Sdn . Bhd.
85%
Providing engineering services and contractors of all kinds of engineering products

 A12.
Contingent Liabilities or Contingent Assets

The changes in contingent liabilities for the Group since the last annual financial year ended 31 December 2002:


As At 30.6.03
As At 31.12.02


RM’000
RM’000

Unsecured



Bank guarantees issued in favour of 

various subsidiaries
7,300
6,700


There were no contingent assets at the end of the reporting period ended 30 June 2003 and as at financial year ended 31 December 2002.

A13.
Capital Commitments


As at 30.6.03
As at 30.6.02


RM’000
RM’000

Property, plant and equipment:





  Contracted but not provided for
-
383

A14.
Related Party Transactions

There are no related party transactions within the Group during the financial period ended 30 June 2003.

B.   NOTES TO KLSE’S LISTING REQUIREMENTS

B1.
Review of Performance

In the current financial quarter, the Group recorded a higher revenue of RM23.35 million compared to the preceding year corresponding quarter of RM17.08 million due to the effectiveness of on going business globalisation and marketing network initiated by the Group.

The Group recorded a pre-tax profit of RM2.88 million for the current year quarter compared to a pre-tax profit of RM4.92 million in the preceding year corresponding quarter. The reduction in the pre-tax profit despite the increase in revenue is mainly attributable to the decrease in gross margin for Malaysia and Indonesia markets due to competition from imported products especially from China. The lower profit before tax is also attributable to losses from certain associates.

In the opinion of the Board of Directors, no item, transaction or event of a material and unusual nature has arisen which would affect substantially the results for the operation of the Group for the period from 30 June 2003 to the date of issue of this quarterly report.

B2.
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

The Group recorded a pre-tax profit of RM2.88 million for the current year quarter compared to a pre-tax profit of RM2.36 million in the preceding quarter. This is in line with the increase in revenue of the Group as the Group recorded a higher revenue of RM23.35 million for the current year quarter compared to the preceding quarter of RM19.93 million.

B3.
Prospects for Current Financial Year

The Board of Directors has taken immediate measures against the price war from imported products to retain its market share through price adjustments and comprehensive support networks. Coupled with the Group’s own manufacturing plant in China, the Group is confident to resist this trade competition.

Barring any unforeseen circumstances, the Group is confident of achieving better performance by improving efficiency and productivity.

B4.
Variance of Actual Profit from Forecast Profit


Not applicable as no profit forecast was published.

B5.
Income Tax

Income tax comprises:



Current Quarter



Year-to-date



30/6/03


30/6/03




RM ’000




RM ’000



Current tax expense
647


1,234



Deferred tax expense
-


-



Associates’ tax expenses
-


-




647


1,234


The disproportionate tax charge in relation to the results of the Group is mainly due to the following reasons:

(i) Certain foreign subsidiaries are exempted from income tax;

(ii) The availability of reinvestment allowances to a subsidiary; and

(iii) The availability of tax losses brought forward for certain subsidiaries.

B6.
Sale of Investments and/or Properties

There were no sale of investments and/or properties outside the ordinary course of the Group’s business for the financial quarter under review.

B7.
Quoted Securities

(a) Total purchases and disposals of quoted securities by the Group as at 30 June 2003 are as follows:


RM ’000

             Opening – Quoted shares
315

            Purchases 
  99

             Disposals   
-



            Closing – Quoted shares
414




(b) Investments in quoted shares as at end of reporting period are set out below:




RM ’000


  (i)
 Cost
837






 
  (ii)
 Book value
414







  (iii)
 Market value
463

B8.
Status of Corporate Proposals

There are no corporate proposals for the financial period ended 30 June 2003 and as at 28 August 2003, being the last practical date before the date of this announcement.  

B9.
Borrowings and Debts Securities


Total Group borrowings as at 30 June 2003 were as follows:







RM’000

(a)
Secured/Unsecured Borrowings 


             Unsecured borrowings
17,043

 
      Secured borrowings
  1,035

                 Total
18,078

(b)
Short/Long Term Borrowings

             Short term borrowings
15,991

             Long term borrowings
  2,087

       
  Total
18,078

B10.
Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk for the financial period ended 30 June 2003 and as at 28 August 2003 being the last practical date before the date of this announcement.  
B11.
Material Litigation

The Group is not engaged in any material litigation for the financial period ended 30 June 2003 and as at 28 August 2003 being the last practical date before the date of this announcement. 

B12.
Dividends

A final tax exempt dividend of 4 sen per share in respect of the financial year ended 31 December 2001 totalling RM2,412,467 was paid on 18 August 2002.

A final tax exempt dividend of 1 sen per share and a final gross dividend of 4.2 sen less tax at 28% in respect of the financial year ended 31 December 2002 totalling RM2,426,941 was paid on 3 July 2003.

B13.
Earnings Per Share


The computation for earnings per share for the financial period ended 30 June 2003 is as follows:

a) Basic earnings per share

Net profit attributable to shareholders (RM’000)



  3,446
Number of shares in issue (’000)




60,312
Basic earnings per share (sen)





    5.71   
b) Diluted earnings per share

Net profit attributable to shareholders (RM’000)



  3,446
Number of shares in issue (’000)




60,312

Adjustment for:

Share options (’000)





                5,025


Weighted average number of shares for diluted earnings per share

65,337
Diluted earnings per share (sen)




    5.27

BY ORDER OF THE BOARD

SIEW FOOK KHEONG

DEPUTY MANAGING DIRECTOR

Penang

29 August 2003
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