SIN HENG CHAN (MALAYA) BERHAD – SPECIAL ADMINISTRATION APPOINTED

INTERIM CONDENSED FINANCIAL STATEMENTS FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER, 2002

EXPLANATORY NOTES

A1.
Accounting Policies and methods of computation

The condensed interim financial statements for the period ended have been prepared in accordance with the MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Kuala Lumpur Stock Exchange.  The accounting policies and methods of computation used in the interim financial statements are consistent with the latest audited annual financial statements for the year ended 31 December, 2001.

A2.
Preceding annual audited report status

The annual audit report of last audited annual financial statements was not subject to any qualifications.

A3.
Seasonality or cyclicality of operation

The operations of the Group are not subject to material seasonal or cyclical fluctuations.

A4.
Unusual items affecting Net Income and Cash Flow 

There was no exceptional item for the quarter under review.

A5.
Changes in estimates

There were no material changes in estimates from prior interim periods.

A6.
Debts and equity securities

There were no debt or equity securities created during the quarter ended 31 December, 2002.

A7.
Dividends paid

There was no dividend paid during the quarter ended 31 December, 2002.

A8.
Segmental reporting

Analysis by industry


4th Quarter ended 31 December, 2002


Total Revenue

RM’000
Profit/(loss) before tax

RM’000
Assets employed

RM’000

Poultry Breeding
4,213
(119)
25,116

Feedmilling
12,847
(423)
14,327

Others
509
(1,496)
6,735


17,569
(2,038)
46,178

Inter-segment elimination
(4,980)
-
-


12,589
(2,038)
46,178

A8.
Segmental reporting (continued)


4th Quarter ended 31 December, 2001


Total Revenue

RM’000
Profit/(loss) before tax

RM’000
Assets employed

RM’000

Poultry Breeding
8,440
660
22,564

Feedmilling
18,111
324
15,274

Others
32
(3,192)
9,487


26,583
(2,208)
47,325

Inter-segment elimination
(3,682)
-
-


22,901
(2,208)
47,325

A9.
Valuation of property, plant and equipment

There were no adjustments being made to the financial statements during the quarter ended 31 December, 2002.

A10.
Events subsequent to Balance Sheet Date

There are no material subsequent events that would require disclosure or adjustments to the interim condensed financial statements for the period 31 December, 2002.

A11.
Changes in the composition of the Group

There was no material change in the composition during the quarter ended 31 December, 2002.

A12.
Changes in contingent liabilities and contingent assets

As of 31 December, 2001, there was a contingent disputed claim against the Group and the Company to the extent of RM11.3 million and RM6.4 million respectively in respect of interest claimed on disputed trade debts owing to a company which at all material time together with certain other parties having common directors and controlling shareholders in the Company.  In the opinion of management, the interest charges are without any merit and, accordingly, no provision for the amount claimed is deemed necessary.

In 1998, the said company has had instituted legal proceedings for the disputed trade debts, services provided and/or interest as alleged, and the company, expressly without prejudice to all its rights, title, entitlement, interest and estate, its relevant subsidiaries have taken steps to defend and counter-claim against the said company and all other parties, and is seeking, inter alia, substantive exemplary damages which management is of the opinion is meritorious.

In August, 2002, the Special Administrators have successfully negotiated for an out-of-court settlement with the claimant for RM4.5 million as full and final settlement of all the civil suits.  Hence, all claims and counter claims in dispute are to be dropped.  This out-of-court settlement arrangement is subject to the successful implementation of the proposed restructuring scheme.  The Group will make the payment upon the implementation of the proposed restructuring scheme.  In the event the proposed restructuring scheme is rejected by the relevant authorities or shall not be implemented for any reasons whatsoever, the parties to the civil suits shall reserve their respective rights thereto.

A13.
Off balance sheet risk 

There was no off balance sheet risk during the quarter ended 31 December, 2002.
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ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF THE KLSE LISTING REQUIREMENTS

B1.
Review of performance

For the year ended 31 December 2002, operating revenue decreased by 9% when compared with 2001. Loss before tax for the corresponding period increased by 36% due to poor performances in both the poultry breeding and feedmilling sectors. The Group’s loss before tax for 2002 is RM7.6 million compared to RM5.6 million in 2001.  Interest charges of RM4.7 million in 2002 (RM4.7 million in 2001) contribute significantly to the Group’s loss.

DOC (day old chicks) production/sales decreased by 10% due to disease, infertility and poor hatchability experienced in the farm during the year. Price of DOC decreased by 8% in the year averaging RM0.95 for 2002 against RM1.03 in 2001. These factors contributed to the decline in profit before tax of RM0.48 million for 2002 as compared to RM2.6 million in 2001 from the poultry breeding sector.

The feedmilling sector registered a loss before tax of RM0.3 million in 2001 as compared to a profit before tax of RM0.1 million in 2001. Feed tonnage increased 1% when compared with 2001. However profits margins were eroded by higher raw material costs and lower selling prices due to intense competition from other feedmillers.

B2.
Material change in the loss before taxation against the preceding quarter

The Group’s loss before tax for the quarter ended 31 December, 2002 has decreased to RM2.0 million from RM2.4 million recorded by the Group during the quarter ended 30 September, 2002. Turnover decreased by 8% from RM13.7 million in 3rd Quarter to RM12.6 million in the 4th Quarter 2002.

The poultry breeding sector registered a loss of RM0.1 million against a gain of RM0.04 million in the previous quarter. Average selling prices of DOC decreased about 24% in the current quarter as compared with 3rd Quarter 2002.

The feedmilling sector registered a loss before tax of RM0.4 million in the 4th Quarter 2002 as compared to RM0.2 loss in 3rd Quarter 2002. This is due mainly to higher cost of raw materials in the 4th Quarter 2002.

B3.
Group prospects – Current Year

Upon the completion of the revised restructuring scheme, the reduced gearing and financial cost would be able to restore the Group’s long term financial viability.

B4.
Variance of profit forecast

No profit forecast or profit guarantee were made or issued for the quarter ended 31 December, 2002.

B5.
Tax charge

No provision for income tax has been made for the Group as the Group has sufficient tax shelter for quarter ended 31 December, 2002.

B6.
Unquoted investments and Properties.

There was no transaction during the quarter ended 31 December, 2002.

B7.
Quoted investments

(a) There was no transaction during the quarter ended 31 December, 2002.

(b) Investment in quoted shares during the quarter ended 31 December, 2002.


RM’000

(i)
At cost

1,005

(ii)
At market rate

477

B8.
Status of corporate proposal (Announced but not completed)

As announced on 4th September, 2000, the Company proposed to undertake a restructuring exercise which includes proposed rights issue of up to 40,302,750 new ordinary of RM1.00 each in SHC (“Rights Shares”) on the basis of two (2) new ordinary shares for every one (1) ordinary share held (“Proposed Rights Issue”).  

The Proposed Rights Issue has been approved by the Securities Commission (“SC”) on 30 August, 2000 and by Pengurusan Danaharta Nasional Berhad on 9 February, 2001.  However as of 31 December, 2001, certain conditions to the approval have not been met yet and thus, the date of completion of the Proposal has been extended from 28 February, 2002 to December 31, 2002.

On 19 August, 2002, the Company announced that it had executed a restructuring agreement with Alor Setar Industry Holdings Sdn Bhd and Dato’ Choo Keng Weng to undertake a revised restructuring scheme and the existing Proposed Rights Issue will be modified accordingly.  The details of the scheme are stated in the announcement dated 19  August, 2002.

The Company via its merchant banker Southern Investment Bank Berhad (“SIBB”), has submitted an application on 27th August, 2002 to the SC and other relevant authorities for approval of the revised restructuring scheme of the Company.

The relevant authorities namely the SC, Ministry of International Trade and Industry and Foreign Investment Committee have given their conditional approval to the revised restructuring scheme.  The details of the SC approval are stated in the announcement dated 3 January, 2003.  On behalf of the Company, SIBB had on 27 January, 2003 submitted an appeal to the SC for the waiver of certain conditions imposed.  The Company is presently pending the response from the SC.

B9.
Group borrowings and debt securities

Total secured group borrowings are as follows:

As at 31 December, 2002


RM’000

Term Loan 

- payable within 12 months
2,120

- payable after 12 months
3,940


6,060

Short term borrowings
7,554

Bank overdrafts                                                                   36,156
                                                                                             43,710

Total                                                                                    49,770

B10.
Off balance sheet financial instruments

The Group does not have any financial instrument with off balance sheet risk at the date this report.

B11.
Changes in material litigation

There was no change in material litigation during the quarter ended 31 December, 2002.

B12.
Dividend

No dividend is recommended or proposed during the quarter ended 31 December, 2002.

B13.
Earnings/(Losses) per share

For the quarter or period or year-to-date ended 31 December, 2002

Basic and diluted losses per share (sen)
(11.76)

(i)
Net loss for the reporting period (RM’000)
(2,234)

(ii)
Total ordinary shares issued (‘000)
 18,994
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