	LYSAGHT GALVANIZED STEEL BHD (46426-P)

	

	

	Explanatory notes

	
	
	
	
	

	1.
	Basis of Preparation

	
	The interim financial report is unaudited and complies with FRS 134, Interim Financial Reporting and the Appendix 9B of the Bursa Malaysia Securities Berhad Listing Requirements. The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005.

	
	
	
	
	

	2.
	Changes in Accounting Policies

	
	The Significant accounting policies adopted are consistent with those of the audited financial statement for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

	
	
	
	
	

	
	FRS 2
	
	Share-based Payment

	
	FRS 3 
	
	Business Combinations

	
	FRS 5 
	
	Non-current Asset held for sale and Discontinued Operations

	
	FRS 101
	
	Presentation of Financial Statements

	
	FRS 102
	
	Inventories

	
	FRS 108
	
	Accounting Policies, Changes in Estimates and Errors

	
	FRS 110
	
	Events after Balance Sheet Date

	
	FRS 116
	
	Property, Plant and Equipment

	
	FRS 121 
	
	The Effects of Changes in Foreign Exchange Rates

	
	FRS 127
	
	Consolidated and Separate Financial Statements

	
	FRS 128
	
	Investment in Associates

	
	FRS 131
	
	Interest in Joint Ventures

	
	FRS 132
	
	Financial Instruments: Disclosure and Presentation

	
	FRS 133
	
	Earnings Per Share

	
	FRS 136
	
	Impairment of Assets

	
	FRS 138
	
	Intangible Assets

	
	FRS 140
	
	Investment Property

	
	
	
	

	
	In addition to the above, the Group has also taken the option of early adoption of the following new/revised FRSs for the financial period beginning 1 January 2006:

	
	
	
	

	
	FRS 117
	
	Leases

	
	FRS 124
	
	Related Party Disclosures

	
	
	
	

	
	The adoption of FRS 2, 5, 101, 102, 108, 110, 116, 121, 124, 127, 128, 131, 132, 133 and 140 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

	
	
	
	

	
	(a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

	
	The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS138.

	
	Goodwill is carried at cost less accumulated impairment losses and is tested for impairment annually, or more frequently if event or changes in circumstances indicate that it might be impaired. Prior to 1 January 2006, goodwill was recognised as an asset and not amortised but is reviewed annually for impairment of value and written down where it is considered necessary. The adoption of new FRSs has no significant financial impact on Group policy on goodwill treatment. 
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	However under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit or loss. Prior to 1 January 2006, negative goodwill was taken to reserve as part of the Group reserve. In accordance with the transitional provision of FRS 3, The negative goodwill as at 1 January 2006 of RM 129,000 was derecognised with a corresponding increase in retained earnings.

	
	

	
	(b) FRS 117: Leases

	
	The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payment made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease. Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was amortised by equal instalment over the lease periods ranging from 80 years to 99 years.
Upon the adoption of the revised FRS 117 at 1 January 2006, the reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed in Note 3, certain comparative amounts as at 31 December 2005 have been restated.

	
	
	
	

	3.
	Comparatives

	
	
	Previously stated
	Adjustment
	Restated

	
	
	
	FRS 117
	

	
	
	RM’000
	RM’000
	RM’000

	
	At 31 December 2005
	
	
	

	
	Property, Plant and equipment
	18,270
	(4,094)
	14,176

	
	Prepaid lease payment
	-
	4.094
	4,094

	
	
	
	
	

	
	
	
	

	4.
	Auditors’ Report on Preceding Annual Financial Statements

	
	The audit report of the preceding annual financial statements was not subject to any qualification.

	
	
	
	
	

	5.
	Comments about Seasonal or Cyclical Factors

	
	The Group’s operations were not affected by seasonality or cyclicality.

	
	

	6.
	Unusual Items due to their Nature, Size or Incidence

	
	There are no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence during the financial period ended 30 June 2006.

	
	
	
	
	

	7.
	Changes in Estimates

	
	There are no changes in estimate that have material effect in the current quarter.

	
	

	8.
	Debt and Equity Securities

	
	There are no issuances, cancellations, repurchases, resale and repayments of debt and equity securities.

	
	

	9.
	Dividend Paid

	
	No dividend was paid during the current quarter.

	
	

	10.
	Capital Commitments

	
	There were no capital commitments at the date of issue of this quarterly report.
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	11.
	Subsequent Event

	
	There were no material events subsequent to the end of the financial period ended 30 June   2006 that have not been reflected in the financial statements for the financial period ended 30 June 2006.

	
	

	12.
	Segmental Information

	
	The Group operates within a single business segment.

The geographical segment revenue for the financial period ended 30 June 2006 were as follows:

	
	

	
	
	Individual Quarter

3 Months ended
	
	Cumulative Quarter

6 Months ended

	
	
	30 June 2006
	30 June 2005
	
	30 June 2006
	30 June 2005

	
	By geographical area :
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	-
	Malaysia
	12,839
	11,300
	
	21,875
	20,080

	
	-
	ASEAN
	2,961
	425
	
	5,884
	1,162

	
	-
	South Asia
	220
	133
	
	625
	297

	
	-
	East Asia
	199
	991
	
	429
	1,120

	
	-
	Middle East
	48
	2,557
	
	113
	4,332

	
	-
	Australasia
	461
	499
	
	553
	963

	
	-
	East Europe
	72
	-
	
	206
	-

	
	
	
	
	
	
	
	

	
	
	16,800
	15,905
	
	29,685
	27,954

	
	
	
	
	
	
	

	13.
	Carrying Amount of Revalued Assets

	
	There were no valuations of property, plant and equipment during the period. Valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.

	
	

	
	

	14.
	Changes in Contingent Liabilities and Contingent Assets

	
	There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date.

	
	

	15.
	Changes in Composition of the Group

	
	There were no changes in the composition of the Group during the financial period ended 30 June 2006. 

	
	

	16.
	Performance Review

	
	The performance of the Group for the financial period ended 30 June 2006 was better as compared to the preceding year corresponding period. There was a slight increase in the Group’s revenue for the financial period 30 June 2006 of RM 16.8 million as compared to RM 15.905 million for the period ended 30 June 2005. The higher gross profit resulted in the Group posting a profit before taxation of RM 2.086 million as compared to RM 0.978 million in the preceding year corresponding period.

	
	

	17.
	Comment on Material Change in Profit Before Taxation

	
	The Group recorded a higher profit before taxation of RM 2.086 million for the quarter ended 30 June 2006 compared to a profit before taxation of RM 1.158 million for the immediate preceding quarter due to higher turnover and lower cost of sales for the quarter.

	
	

	18.
	Commentary on Prospects

	
	The market for the Group’s products remains very competitive.  Some products continue to face stiff price competition from low quality products.  The current volatility and uncertainty of steel, zinc and oil prices remain as major challenges to the Group. However, the Group will continue to manage the situation as best as possible to maintain the level of profitability.
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	19.
	Profit forecast/profit guarantee 

	
	No explanatory notes will be provided as the Group has not provided any profit forecast or profit guarantee.

	
	

	20.
	Income Tax Expense

	
	
	Individual Quarter
3 Months ended 
	
	Cumulative Quarter
6 Months ended

	
	
	30 June 2006
	30 June 2005
	
	30 June 2006
	30 June 2005

	
	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	Group tax figures consist of :-
	
	
	
	
	

	
	-
	Current provision
	517
	459
	
	875
	1,009

	
	-
	Under/(Over) provision in prior years
	-
	-
	
	-
	-

	
	-
	Deferred Tax
	(73)
	(113)
	
	(182)
	(219)

	
	
	
	
	
	
	
	

	
	
	
	444
	346
	
	693
	790

	
	
	
	
	
	
	

	21.
	Sale of Unquoted Investment and Properties

	
	There was no sale of unquoted investments and/or properties for the financial period ended 30 June 2006.

	
	

	22.
	Quoted securities

	
	
	Individual Quarter
3 Months ended 
	
	Cumulative Quarter
6 Months ended

	
	
	30 June 2006
	30 June 2005
	
	30 June 2006
	30 June 2005

	
	
	RM
	RM
	
	RM
	RM

	
	(i)
	Total purchase consideration/sale proceeds of quoted securities
	-
	-
	
	-
	-

	
	
	
	
	
	
	
	

	
	(ii)
	Total investments in quoted securities as at 30 June 2006 are as follows:
	
	
	
	
	

	
	(a)
	At cost
	-
	15,000
	
	-
	15,000

	
	(b)
	At book value
	-
	15,000
	
	-
	15,000

	
	(c)
	Market value
	-
	5,800
	
	-
	5,800

	
	
	
	
	
	
	
	

	23.
	There were no outstanding corporate proposals at the date of issue of this quarterly report.

	
	

	24.
	There were no group borrowings and debt securities as at the end of the reporting period.

	
	

	25.
	Off Balance Sheet Financial Instruments

	
	There were no off balance sheet financial instruments at the date of issue of this quarterly report.

	
	

	26.
	Material Litigation

On 6 April 2005, Lysaght Marketing Sdn Bhd, a subsidiary of the Company was served with a writ of summons and claim for damages by Acumen Marketing Sdn Bhd as second defendant. On the advice of its lawyers, the Company is of the view that the suit is without merit and the Company does not expect any material adverse financial impact or material losses to the Group arising from the suit. This matter has been announced in the 1st quarter of year 2006 and since then, there has been no further developments.

	
	

	27.
	Dividend Payable

	
	A tax exempt final dividend of 3% was proposed and approved at the Company’s Annual General Meeting held on 22 June 2006.
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	28.
	Earning Per Share

	
	The basic earnings per share for the financial period ended 30 June 2006 and interim financial were calculated by dividing the net profit attributable to ordinary shareholders by the number of ordinary shares outstanding during the reporting periods as follows:-

	
	

	
	
	Individual Quarter
3 Months ended
	
	Cumulative Quarter
6 Months ended 

	
	
	30 June 2006
	30 June 2005
	
	30 June 2006
	30 June 2005

	
	
	
	
	
	
	

	
	Profit after tax (RM)
	1,642,000
	632,000
	
	2,551,000
	1,754,000

	
	Number of ordinary shares in issue
	41,580,000
	41,580,000
	
	41,580,000
	41,580,000

	
	
	
	
	
	
	

	
	Basic Earnings per share
	3.95 Sen
	1.52 Sen
	
	6.14 Sen
	4.22 Sen

	
	
	
	
	
	
	

	29.
	Authorisation for Issue

	
	The Interim financial statements were authorised for issue by the board of Directors in accordance with a resolution of the directors on 22 August 2006.
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