RALCO CORPORATION BERHAD – (7498)

Unaudited Quarterly Report on consolidated results for the

3rd quarter ended 30 September 2004


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 2003.

(2)  Under Audit Report

The Group’s financial statements for the year ended 31 December 2003 were reported without any qualification. 

(3)  Under Seasonal or Cyclical Factors 
This note is not applicable to us.
(4)  Under Unusual Items Affecting Financial Statements

There were no unusual items affecting the financial statements of 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 2004 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.

b)
Additional Information Required Under the Listing Requirements of Bursa Malaysia Securities Berhad (Chapter 9 Part K)

(1)  Under Review of Performance of the Company and its Principal Subsidiaries 
For the 9 months ended 30 September 2004, the Group recorded gross revenue of RM54.1 million and pre-tax loss of RM5.0 million. In the corresponding period last year, the Group’s gross revenue amounted to RM52.7 million and pre-tax profit of RM1.6 million.  The loss was expected and mainly due to further increases in raw material prices of plastic resins used in the manufacture of the Company’s products which such additional cost for reason of stiff competition and market forces could not be passed down to customers.

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

For the current quarter, the Group registered a pre-tax loss of RM1.5 million as compared to a pre-tax loss of RM1.8 million in the preceding quarter. The loss was mainly due to the significant increase in raw material prices that did not have consistent upward adjustment on the product selling prices as a result of the high competition. The gross revenue for the current quarter was RM22.8 million as against RM14.9 million in the preceding quarter. The increase was mainly due to the increase in the demand from certain market sectors and slight upward adjustment on selling prices.

(3)  Under Prospects for the Current Financial Year 
Barring any unforeseen circumstances and noting increasing competition which the Group is facing, and notwithstanding the high resin prices have stagnated, the Board is optimistic that the Group having taken cost savings measures will be able to reduce and minimise its losses in the circumstances for the current financial year ended 31 December 2004.

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

(5)  Under Taxation

Tax income/(expense) comprises:
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The effective tax income rate of the Group was low compared to the statutory rate mainly because certain expenses not being allowed for tax purposes.

(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 2004 are as follows:


RM’000

(a) Short Term Borrowings

- Secured
2,813

- Unsecured
27,927

Long Term Borrowings

- Secured
    7,323


_______

Total
  38,063



======

(b) The Group has no borrowings or debt securities denominated in foreign currencies as at 30 September 2004.

(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 interim dividend has been proposed in the current financial period. 

(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

Corporate proposals announced but not completed as at 25 November 2004, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report are as follows:

The Proposals:

a) Proposed bonus issue of 10,490,000 new ordinary shares of RM1.00 each (“Bonus Shares”) in Ralco on the basis of one (1) new Bonus Share for every two (2) existing ordinary shares held in Ralco (“Proposed Bonus Issue”);

b) Proposed renounceable rights issue with warrants 2004/2009 (“Warrants”) of 10,490,000 new ordinary shares (“Rights Shares”) together with 10,490,000 free detachable Warrants in Ralco on the basis of one (1) Rights Share with one (1) free Warrant attached for every two (2) existing ordinary shares of RM1.00 each held in Ralco (“Proposed Rights Issue”); 

c) Proposed private placement of new ordinary shares of RM1.00 each in Ralco (“Placement Share”) representing 10% of the issued and paid-up share capital of Ralco after the Proposed Bonus Issue and Proposed Rights Issue (“Proposed Private Placement”); and

d) Proposed increase in the authorised share capital of Ralco from RM25,000,000 comprising 25,000,000 ordinary shares of RM1.00 each  to RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each (“Proposed Increase in Authorised Share Capital”).

On 8 April 2004, the Ministry of International Trade Industry (“MITI”) approved the Proposals, subject however to the following conditions as duly announced as follows:

a) Ralco is required to allocate at least 30% of the new Placement Shares issued pursuant to the Proposed Private Placement, to Bumiputera investors in order to comply with the equity condition of the Manufacturing Licence for Ralco Plastic Sdn Bhd, a fully owned subsidiary company of Ralco Corporation Bhd.

b) the approval of the Securities Commission (“SC”).

Ralco is also required to furnish the MITI with the names of the Bumiputera investors who will be allocated the said Placement Shares, after completion of the Proposed Private Placement.

On 31 May 2004, an announcement made by OSK Securities Bhd (“OSK”) stated that the SC and the SC on behalf of the Foreign Investment Committee had, vide its letter dated 27 May 2004, which was received on 31 May 2004, approved the Proposals, subject however to the following conditions as duly announced as follows:

a) With regard to the equity structure of Ralco:

i) Ralco is to place 30% (or 1,258,800 shares) of the Placement Shares to Bumiputera investers immediately; and

ii) OSK/Ralco is to inform SC when the Proposed Private Placement is implemented; and

b) Ralco is to fully comply with all requirements pertaining to the implementation of the above proposals as stipulated in the Issues Guidelines.

On 13 August 2004, Notice of Extraordinary General Meeting of Ralco was given, for the purpose of considering and, if thought fit, passing with or without modifications the following resolutions:

a)
Special Resolution 1 – Proposed increase in the authorised share capital of Ralco from RM25,000,000 comprising 25,000,000 ordinary shares of RM1.00 each  to RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each (“Proposed Increase in Authorised Share Capital”);

b) Ordinary Resolution 1 - Proposed bonus issue of 10,490,000 new ordinary shares of RM1.00 each (“Bonus Shares”) in Ralco on the basis of one (1) Bonus Share for every two (2) existing Ralco shares (“Proposed Bonus Issue”); and

c)
Ordinary Resolution 2 - Proposed renounceable rights issue of 10,490,000 new ordinary shares of RM1.00 each (“Rights Shares”) together with 10,490,000 free detachable warrants (“Warrant”) in Ralco on the basis of one (1) Rights Share with one (1) free Warrant attached for every two (2) existing Ralco shares held at an indicative issue price of RM1.00 per Rights Share (“Proposed Rights Issue”).

The above mentioned resolutions had been duly approved by the shareholders of Ralco at the Extraordinary General Meeting held on 6 September 2004 as announced on the same day.

On 4 November 2004, an announcement made by OSK on behalf of the Group stated that as at the close of acceptance and payment of the Rights Issue on 2 November 2004, the total acceptances and excess applications received for the Rights Issue was 7,624,562 Rights Shares with accompanying Warrants, representing approximately 72.68% of the 10,490,000 Rights Shares with Warrants available under the Rights Issue. The remaining 2,865,438 Rights Shares which had not been subscribed for is underwritten by OSK.

On 19 November 2004, the Board of Directors resolved not to pursue the Proposed Private Placement in view of current market conditions as announced by OSK on behalf of the Group on 22 November 2004.

Bursa Malaysia Berhad advised through its letter dated 24 November 2004 on the followings:

(i) additional 10,490,000 Bonus Shares arising from the Bonus Issue and 10,490,000 Rights Shares arising from the Rights Issue will be granted listing and quotation with effect from 9.00am, Friday, 26 November 2004; and

(ii) 10,490,000 Warrants arising from the Rights Issue will be admitted to the Official List of the Exchange and the listing and quotation of these Warrants on the Second Board under the “Loans” sector will be granted with effect from 9.00am, Friday, 26 November 2004, on a “Ready” basis pursuant to the Rules of the Exchange.

The Shares were successfully listed on the above date. 

By Order of The Board,

Sui Diong Hoe (MIA 3663)

Secretary

Date: November 29, 2004

KUALA LUMPUR 
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