NOTES TO THE QUARTERLY FINANCIAL STATEMENTS:

Selected explanatory notes pursuant to para. 16, MASB 26 Interim Financial Reporting

1. Accounting policy and methods of computation

The interim financial statements are unaudited and have been prepared in accordance with MASB 26, Interim Financial Reporting, and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are adopted in preparing the interim financial statements as compared with the audited financial statements for the year ended 31 December 2001 except for the change in accounting policy with respect to the recognition of dividends declared or proposed, in compliance with MASB Standard No. 19 “Events After the Balance Sheet Date”. In the previous year, the final dividend was accrued as a liability when proposed by the Directors. The change in accounting policy has been accounted for retrospectively and has the effect of increasing the consolidated retained profits for the year ended 31 December 2001 by RM1,889,760 and net tangible assets per share by RM0.04 from RM1.47 to RM1.51.

2. Declaration of audit qualification

The audited financial statements for the year ended 31 December 2001 were not qualified.

3. Seasonal or cyclical factors 

The business operations of the Group are not materially affected by any seasonal or cyclical factors.
4. Items affecting assets, liabilities, equity, net income or cash flows

There were no items affecting the assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

5. Changes in estimates of amounts reported in prior interim periods of the current and prior financial years 

There were no significant changes in estimates of amounts reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current interim period.

6. Issuance, cancellations, repurchases, resale and repayments of debt and equity securities

During the current financial period under review and year to date, the company issued, pursuant to its Employees’ Share Option Scheme (“ESOS”), a total of 1,000 and 219,000, respectively, ordinary shares of RM1.00 each. Saved as disclosed above, there were no other issuance and repayments of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year to date respectively.

7. Dividends paid 

Since the end of the previous financial year, the Company paid a first and final tax-exempt dividend of 4 sen per share in respect of the financial year ended 31 December 2001 on 15 August 2002.

8. Segment revenue and segment result by business segments 

The segment revenue and segment results for business segments for the current financial year to date are as follows:

	
	Manufacturing

RM ’000
	
	Engineering

RM ’000
	
	Consolidation adjustments

RM ’000
	
	Consolidated

RM ’000

	Revenue 
	36,866
	
	22,294
	
	(6,760)
	
	52,400

	Results
	8,011
	
	521
	
	42
	
	8,574

	Unallocated corporate expense
	
	
	
	
	
	
	(5,248)

	Operating profit
	
	
	
	
	
	
	3,326

	Other income
	
	
	
	
	
	
	616

	Share of Associated results
	
	
	
	
	
	
	126

	Profit before income tax
	
	
	
	
	
	
	4,068





9. Valuations of property, plant and equipment 

The valuations of property have been brought forward, without amendment from the previous audited financial statements except for the net book values of the property, plant and equipment where depreciation has been provided for in the current quarter and financial year to date. Any additions to the property, plant and equipment are carried at costs less depreciation charges for the current quarter and financial year to date.
10. Material subsequent events
There has not arisen in the interval between the end of the current quarter and the date of this announcement, any item, transaction or event of a material and unusual nature which is likely to affect substantially the results of the operations of the Company or of the Group for the quarter ended 31 December 2002 in respect of which this announcement is made.
11. Changes in composition of the Group

In September 2002, the Group through its subsidiary company, Harum Bidang Sdn. Bhd., entered into a conditional Sale and Purchase agreement to acquire the entire issued and paid-up share capital of DPI Coatings and Chemical Sdn. Bhd. for a total cash consideration of RM2.16 million.

Saved as disclosed above, there were no other changes affecting the composition of the Group for the current quarter and financial year to date.
12. Changes in contingent liabilities or contingent assets

There are no contingent liabilities or contingent assets as at the date of this announcement.
Additional information required pursuant to Appendix 9B of the KLSE Listing Requirements

13. Review of performance 

The Group achieved a turnover of RM52.40 million for the current financial year, representing an increase of 12.1% over prior year’s RM46.75 million. It registered a higher profit before taxation of RM4.07 million in the current year as compared to previous year of RM2.42 million. The improved selling prices for its manufactured products and increased activities from its Engineering businesses towards the latter part of the 2nd half-year have contributed to the significantly improved performance. In addition, concerted efforts by management to effectively manage its operation costs and improve the plants’ throughput continue to bear dividends, and thus profitability.
14. Material changes in the quarterly results compared to the results of the preceding quarter
The Group’s turnover and profit before taxation of RM16.95 million (Q3 2002: 12.76 million) and RM2.02 million (Q3 2002: RM1.45 million), respectively, were 32.8% and 39.3%, respectively, higher compared with the preceding quarter. This has been achieved on the back of improved selling prices for its LPG cylinder and steel drum products coupled with increased activities for its Engineering Divisions. 
15. Prospects 

The Group is continuing with its focus on increasing its customer base and the revenue, especially for its steel water pipes manufacturing business, by actively scouting for windows of opportunity both within and outside its domestic base. 

Amid the threat of adverse effect from the volatility of raw material steel prices on its performance, the risk of which is constantly being managed, the Group maintains its effort on cost management, product quality and operational efficiency to further improve its operating results. Barring any unforeseen circumstances, the Board is cautiously optimistic of achieving a satisfactory performance in the year 2003.

16. Variances from profit forecast and profit guarantee 

Not applicable to the Company as no profit forecast and profit guarantee was published.




17. Taxation 

	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Preceding year
	
	
	Preceding year

	
	Current year
	corresponding
	
	Current year
	corresponding

	
	quarter
	quarter
	
	to date
	period

	
	31/12/2002
	31/12/2001
	
	31/12/2002
	31/12/2001

	Malaysian taxation
	RM
	RM
	
	RM
	RM

	- current taxation
	402,080
	108,757
	
	1,215,060
	1,001,050

	- over provision in respect of prior years
	-
	-
	
	(875,375)
	(114,293)

	- deferred taxation adjustment
	-
	454,000
	
	-
	154,000

	- share of taxation of associated company
	9,600
	25,200
	
	38,240
	25,200

	
	411,680
	587,957
	
	377,925
	1,065,957


The disproportionate tax charge for the current quarter and financial year to date is primarily due to the utilization of reinvestment allowances by the Company.
18. Sale of unquoted investments and/or properties

There were no sales of unquoted investments and/or properties for the current quarter and financial year to date.

19. Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the current quarter and financial year to date.

20. (a) Corporate proposals

There were no new corporate proposals announced which have not been completed as at the date of this announcement.

(b) Status on utilisation of proceeds 

The Company has utilized RM5.23 million, or approximately 66.8%, of the proceeds of the Rights Issue as at 31 December 2002, for the upgrading of the LPG cylinder plant as well as working capital for the steel pipes manufacturing plant and to defray expenses incurred pursuant to its Bonus and Rights Issue exercise.

21. Group borrowings and debt securities 

Total group borrowings as at 31 December 2002 are as follows: -

Unsecured Borrowings (denominated in Ringgit Malaysia)
 RM’000

Short Term

Bankers’ acceptances
11,129











======

22. Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 31 December 2002 and as at the date of this announcement.

23. Material litigation

There are no pending material litigation as at the date of this announcement.




24. Dividend

The Board of Directors has recommended a first and final tax-exempt dividend of 5 sen (2001: 4 sen, tax-exempt) per ordinary share in respect of the financial year ended 31 December 2002, subject to approval by the shareholders at the forthcoming Annual General Meeting. The date of the Annual General Meeting and the dividend entitlement date will be announced at a later date.

25. Earnings per share

	
	Quarter Ended
	
	12 Months Ended

	
	31/12/2002
	
	31/12/2002

	
	RM
	
	RM

	Net profit attributable to ordinary shareholders
	1,563,191
	
	3,722,122

	Basic:
	Shares
	
	Shares

	Number of ordinary shares in issue as of 1 October/1 January 2002

Effect of the exercise of ESOS
	47,462,000

333
	
	47,244,000

156,333

	Weighted average number of ordinary share in issue
	47,462,333
	
	47,400,333

	Basic earnings per share (sen)
	Sen

3.29
	
	Sen

7.85

	Fully diluted:
	Shares
	
	Shares

	Weighted average number of ordinary share in issue
	47,462,333
	
	47,400,333

	No. of unissued ordinary shares

No. of ordinary shares that would have been issued at fair value
	1,854,000

(1,776,975)
	
	1,854,000

(1,607,539)

	Adjusted weighted average number of ordinary share for calculating fully diluted earnings per ordinary share
	47,539,358
	
	47,646,794

	Fully diluted earnings per share (sen)
	Sen

3.29
	
	Sen

7.81
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