RALCO CORPORATION BERHAD – (7498)

Unaudited Quarterly Report on consolidated results for the

3rd quarter ended 30 September 2003


a)
Notes to the Interim Financial Report

(1)  Under Accounting Policies
The quarterly financial statements have been prepared in accordance with MASB 26 Interim Financial Reporting issued by the Malaysian Accounting Standards Board and have been prepared using the same accounting policies, methods of computation and basis of consolidation as those used in the preparation of the audited financial statements for the financial year ended 31 December 2002.

The Group recognises dividends in shareholders’ equity in the period in which the obligation to pay is established in accordance with MASB 19, Events After Balance Sheet Date.  Therefore, final dividends are as a liability after approval by shareholders at the Annual General Meeting.

i
Change in Accounting Policy

During the financial period, the Group has applied MASB 25 Income Taxes, which becomes effective for financial statements covering periods beginning on or after 1 July 2002. The change in accounting policy which resulted in prior year adjustments are discussed below.


Under MASB 25, deferred tax liabilities are recognised for all temporary differences. Previously, deferred tax liabilities were provided for on account of timing differences only to the extent that the tax liability was expected to materialise in the foreseeable future. In addition, the Group has commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilised. Previously, deferred tax assets were not recognised unless there was reasonable expectation of their realisation.

ii
Prior Year Adjustments

The change in accounting policy has been applied retrospectively and comparatives have been restated. The effects of change in accounting policy are as follows:






 As

Effect on change
      As





       previously

  in accounting

  restated





           stated

      policy





         RM ‘000

   RM ‘000

 RM ‘000


Deferred tax liabilities

       33

        2,705

      2,738

ii
Prior Year Adjustments (contd.)






 As

Effect on change
      As





       previously

  in accounting

  restated





           stated

      policy





         RM ‘000

   RM ‘000

 RM ‘000


Unappropriated profit as at


   1 January 2002


    -   Undistributed

10,614

       (2,399)

      8,215


    -   Sub-total


11,663

       (2,399)

      9,264


Net profit for the year ended


  31 December 2002

  6,442

          (306)

      6,136


Unappropriated profit as at

  31 December 2002

17,056

       (2,705)

    14,351

(2)  Under Audit Report

The Group’s financial statements for the year ended 31 December 2002 were reported without any qualification. 

(3)  Under Seasonal or Cyclical Factors 
This note is not applicable to us.
(4)  Under Extraordinary Items

There were no extraordinary items for the Group during the quarterly financial period under review.

(5)  Under Changes in Accounting Estimates

There were no changes in accounting estimates for the financial period under review.

(6)  Under Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities for the quarterly financial period under review.

(7)  Under Dividend Paid

No interim dividend has been paid or declared in respect of the quarterly financial period under review.

(8)  Under Segmental Reporting

No segment analysis is applicable as the Group is involved in a single industry segment relating to the manufacturing of plastic products in Malaysia.
(9)  Under Valuation of Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment loss. No separate valuation exercise has been undertaken.

(10)  Under Material Subsequent Events

Other than disclosed herein there were no material events subsequent to the end of the current financial period ended 30 September 2003 that have not been reflected in the financial statements for the said period as at date of this report.

(11)  Under Changes in Composition of the Group

There were no changes during the quarterly financial period under review.

(12)  Under Contingent Liabilities or Contingent Assets

There is no change in contingent liabilities or contingent assets since the last annual balance sheet date.

(13)  Under Capital Commitment

The amount of commitment not provided for in the interim financial statements as at 30 September 2003 is as follows:


    RM ‘000

Approved and contracted for
175



======

b)
Additional Information Required Under the KLSE Listing Requirements (Chapter 9 Part K)

(1)  Under Review of Performance of the Company and its Principal Subsidiaries 
For the 9 months ended 30 September 2003, the Group recorded gross revenue of RM52.7 million and pre-tax profit of RM1.6 million. In the corresponding period last year, the Group’s gross revenue amounted to RM39.3 million and pre-tax profit of RM411,000. The major factor for the increase in earnings was due to the higher sales and more effective control in the transportation costs, administrative and general expenses.

(2)  Under Material Changes In The Quarterly Results Compared to the Results of the Preceding Quarter 

For the current quarter, the Group registered a lower pre-tax profit of RM395,000 as compared to RM1.2 million in the preceding quarter. The decrease in profit was mainly due to the increased raw material prices, which had resulted a drop in gross profit margin from 18% to 13%. The gross revenue for the current quarter was RM18.8 million as against RM18.2 million in the preceding quarter.

(3)  Under Prospects for the Current Financial Year 
Barring any unforeseen circumstances, the Board is optimistic that the Group will be able to perform satisfactorily for the rest of the current financial year ended 31 December 2003.

(4)  Under Variance of Actual Profit from Forecast Profit 
This note is not applicable to us.

(5)  Under Taxation

Tax expense comprises:


Individual Quarter
Cumulative Quarter


Current
Preceding year
Current
Preceding year


year
corresponding
year
corresponding


quarter
quarter
to date
period


30/09/2003
30/09/2002
30/09/2003
30/09/2002


   RM ‘000
RM ‘000
RM ‘000
RM ‘000

Current year expense

-  current period
15
13
43
46
 

Deferred tax expense

-  current period
-
-
330
-
 

-  underestimated in year
-
-
3
-
 





   ________
   ________
     ________
   ________


15
13
376
46





   =======
   =======
     ======= 
   =======

The effective tax rate of the Group was low compared to the statutory rate because of the availability of unabsorbed capital allowances brought forward in a subsidiary company of which approximately RM4,300,000 has been utilised to set-off against the adjusted profit for the year of the said subsidiary company.

(6)  Under Profit/(Losses) On Sale of Unquoted Investments and/or Properties
There was no transaction during the quarterly financial period under review.

(7)  Under Quoted Securities
There was no transaction during the quarterly financial period under review.
(8)  Under Status of Corporate Proposals

There were no Corporate proposals whatsoever during the period under review, except as stated in note 14 below.

(9)  Under Group Borrowings and Debts Securities

Total Group borrowings as at 30 September 2003 are as follows:


RM’000

(a) Short Term Borrowings

- Secured
1,480

- Unsecured
19,885

Long Term Borrowings

- Secured
    5,415


_______

Total
  26,780



=======

(b) The Group has no borrowings or debt securities denominated in foreign currencies as at 30 September 2003.

(10)  Under Off  Balance Sheet Financial Instruments

This item is not applicable to us.

(11)  Under Material Litigation

This item is not applicable to us.

(12)  Under Dividend

No dividend has been proposed in the current financial year.

(13)  Under Earnings Per Share

(a) Basic Earnings Per Share

Basic earnings per share of the Group is calculated by dividing the profit attributable to shareholders of the Group for the financial periods under review by the number of ordinary shares in issue of 20,980,000 during the said financial period.

(b) Diluted Earnings Per Share

Not applicable.

(14)  Under Minimum Share Capital Requirement

As at the date of announcement, the Company has considered various proposals in meeting the minimum paid up capital requirement and a final decision is expected to be made by the Board soon.

By Order of The Board,

Sui Diong Hoe (MIA 3663)

Secretary

Date: November 27, 2003
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