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Notes (In Compliance with MASB 26)

A1.
Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance  with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 31 December 2001.

A2.
 Audit Report on Previous Annual Financial Report

The audit report of the previous annual financial report was not qualified.

A3.
Seasonal or Cyclical Factors 

As a major part of the Group’s turnover was derived from trade in the United States of America, the Group’s performance was very much affected by the four seasons. From the past experiences, sales were normally slow in winters and mid summers.

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cashflows

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

A5.
Changes in Accounting Estimates

There were no changes in accounting estimates used in the preparation of financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year.

A6.
Debt and Equity Securities

Other than disclosed below, there were no issuance or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares during the current quarter and financial year-to-date.

During the financial year ended 31 December 2002, the issued and paid-up capital of the Company was increased from RM18 million to RM54 million pursuant to a Rights Issue of 36 million new Ordinary Shares of RM1.00 each with 18 million free detachable warrants 2002/2007 (Warrants) on the basis of two (2) new ordinary share of RM1.00 each and one (1) warrant for every one (1) existing ordinary share.

 The number of warrants outstanding as at 31 December 2002 was 18 million. Each warrant entitles the holder the right to subscribe for one new share of RM1.00 each in the Company at an exercise price of RM1.00 per share.

A7.
Dividend Paid

No dividend had been paid for the current quarter and financial year to-date.

A8.
Segment Information for Current Quarter

Segment information is presented in respect of the Group’s business segment.





Turnover

Group Profit/(Loss)








 Before Tax





RM’000

  RM’000

Overseas


  3,230


   (7,351)

Local



  1,060

    
   (     51)





---------


  --------




           
  4,290


   (7,402)





======

 ======

A9.
Property, Plant and Equipment

There was no valuation of property, plant and equipment made in the current quarter and financial year-to-date.

A10.
Material Events Subsequent to the End of the Interim Period

There were no material events subsequent to the end of the current quarter.

A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year to-date including business combinations, acquisition or disposal of subsidiaries and long term investments, restructurings and discontinuing operations.

A12
Changes in Contingent Liabilities or Contingent Assets 


There were no contingent liabilities or contingent assets as at 31 December 2002.

A13.
Reversal of Inventories Write-down

The Group had reversed provision for inventories written down amounting to RM111,940 and RM1,427,406 in the current quarter and financial year to date respectively.

A14.
Bad Debts Written Off

The Group had written off bad debts amounting to RM177,838 and RM467,815 in current quarter and financial year-to-date respectively. RM1,437,225 doubtful debts allowance was made in the current quarter and financial year-to-date.

A15.
Related Party Transactions

The Group had paid rental to a related party amounting to RM112,380.00 in the current quarter and RM449,520 in financial year-to-date.

A16.
Other Creditors and Accruals

Included in other creditors of the Group and the Company was an amount  RM1,984,735.00 due to  Directors. This amount is unsecured, interest free and had no fixed terms of repayment.

Notes (KLSE Revised Listing Requirements)

B1.
Review of Performance of the Company and its Principal Subsidiaries 

The prevailing global economic and political situations have caused heavy machinery prices to be continuously depressed locally and in the United States of America where the Company’s major overseas market is situated. The subsidiary company had recorded a lower gross profit margin while the Company suffered a gross loss as imports mainly from Japan are designated in Yen whereby the Ringgit/Yen exchange rate has risen by about 10% compared to year 2001. While more old stocks are being cleared, losses continue to be incurred.

The Company’s annual turnover had declined by 27.26 % from RM39.430        million to RM28.682 million while that of the subsidiary declined by 21.23% from RM6.424 million to RM5.060 million against year 2001. 

B2.
Explanatory Comments on Any Material Changes in the Profit Before Taxation for the Quarter Reported on as Compared with the Immediate Preceding Quarter

The Group incurred an increased pre-tax net loss of RM7.402 million in the current quarter compared to RM2.574 million for the preceding quarter due to selling below costs to clear old stock, writing down on stocks, impairment of fixed assets and writing off of bad debts and making allowances for doubtful debts.

B3.
Prospects 

Recent global events and uncertainties are expected to have an adverse impact on the domestic and global economies in the coming year. The Directors expect the Group’s performance to remain challenging for the financial year ending 31 December 2003.

The Board will look into possibility of business diversification in 2003. 

B4.
Variance of Actual Profit from Forecast Profit 

The unaudited loss before taxation for the year of RM12,568,685.00 deviates from the loss before taxation of RM8,762,831.00 per the loss forecast submitted to the Securities Commission in connection with the rights issue exercise undertaken by the Company. The deviation of RM3,805,854.00 was mainly due to actual sales of RM28,821,489.00 falling short of the amount previously forecasted of RM53,989,430.00 due to:-

i) depressed heavy machinery prices in the United States, being the major overseas market for the Company whereby the expected recovery of the United States economy in the second half of 2002 did not materialize as well as the continuing weak economic conditions in the United States; and 

ii) the increased sales effort in the domestic market have not achieved the expected results due to the continuing slowdown in the construction industry

In addition, there were additional allowances made for slow moving inventories and doubtful debts of RM3,042,786.00 and RM1,437,225.00 respectively due to the sluggish world economy which prompted the need for additional provisions. The impairment of property, plant and equipment to comply with MASB 23 of RM968,717.00 which was not anticipated at the time when the forecast was prepared also contributed to the deviation.

The above shortfall was however mitigated by a gain on disposal of a parcel of land of RM1,472,825 which was also not anticipated when the forecast was prepared.

B5.
Taxation

No provision was made in respect of the results for the current quarter as the Group incurred losses.

B6.
Profit / (loss) on Sale of Unquoted Investments and/or Properties

There were no sales of investments and / or properties during the current quarter while the gain on sale of property during financial year to date was RM1.487 million.

B7.
Quoted Securities

There was no purchase or disposal of quoted securities for the current quarter and financial year to-date.

B8.
Status of Corporate Proposal Announced 

The RM36 million Rights Issue and RM18 million free warrants have been listed on the Kuala Lumpur Stock Exchange on 9 December 2002.

The status of utilisation of the proceeds from the Rights Issue with free warrants as at 31 December 2002 is as follows:


Total Proceeds from the Rights Issue
Proceeds Utilised


RM’000
RM’000

i)    Repayment of bank borrowings
28,000
28,000

ii)   Construction of new workshop and

       sales office
1,000
151

iii)  Working Capital
6,000
6,132

iv)   Expenses for the Rights Issue exercise
1,000
868


36,000
35,151

The excess balance of RM132,000.00 from the Rights Issue expenses has been utilised for working capital purposes.

An amount of RM849,000.00 has been placed with the money market to earn interest pending future utilisation when further construction work commences.

B9.
Borrowings and Debt Securities

Short term borrowing amounted to RM2.2 million.

B10.
Off Balance Sheet Financial Instruments

During the financial year-to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11.
Material litigation

There were no material litigations as at the date of issue of this interim financial report

B12.
Dividend 

No interim dividend had been recommended for the current quarter ended 31 December 2002.

B13.
Loss per share

The basic loss per share for the current quarter and year-to-date had been calculated based on the Group’s loss after taxation of RM7,402,483 and RM12,568,685 respectively divided by the adjusted weighted average number of ordinary shares in issue of 21,165,000. 

B14.
Comparative figures

Not applicable
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