SIN HENG CHAN (MALAYA) BERHAD (4690-V)

(SPECIAL ADMINISTRATORS APPOINTED)

(Incorporated in Malaysia)
UNAUDITED QUARTERLY REPORT ON THE FINANCIAL RESULTS

FOR THE SECOND QUARTER ENDED 30 JUNE 2003

A. EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT – MASB 26

1. basis of preparation

The interim financial statements are unaudited and has been prepared in accordance with the requirements of MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.


The same accounting policies and methods of computation adopted by the Group in this interim financial statements are consistent with those adopted in the annual financial statements for the year ended 31 December 2002, except for the adoption of MASB 25 to MASB 29, which became effective from 1 January 2003. The adoption of MASB 27 and MASB 28 have not given rise to any adjustments to the opening balances of accumulated losses of the prior year and the current period or to changes in comparatives.

2. DECLARATION OF AUDIT QUALIFICATION
The auditors report on the financial statements for the year ended 31 December 2002 was not subject to any qualifications.

3. COMMENTS ABOUT Seasonal or Cyclical Factors
 
The business operations of the Group were not affected by any significant seasonal or cyclical factors in the current quarter

4. UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE

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

There were no significant changes in estimates that have had a material effect in the current quarter.

6. DEBT AND EQUITY SECURITIES


There were no issuances or repayments of debts and equity securities, shares buy-back, shares cancellation, shares held as treasury shares and resale of treasury shares for the current quarter and financial year-to-date.

7. DIVIDENdS PAID
There were no dividends paid during the current quarter.

8. SEgMENTAL INFORMATION
The segment revenue and segment results for business segments for the current financial quarter-to-date are as follows: -

	
	3 months ended 30.06.03
	
	6 months ended 30.06.03

	Segment Revenue
	RM ‘000


	
	RM ‘000



	Feedmilling
	6,063
	
	13,570

	Poultry breeding
	4,402
	
	6,790

	Investment holding

Others
	10

0
	
	              1,007

                     0

	Total
	10,475
	
	21,367


	
	3 months ended 30.06.03
	
	6 months ended 30.06.03

	Segment Results
	RM ‘000


	
	RM ‘000



	Feedmilling
	(53)
	
	(122)

	Poultry breeding
	(609)
	
	(3,405)

	Investment holding

Others
	            (1,229)

               (528)
	
	            (1,574)

            (1,032)

	Total
	(2,419)
	
	(6,133)



Segmental reporting by geographical segments has not been prepared as all activities of the Group's operations are carried out in Malaysia only.

9. CARRYING AMOUNT OF REVALUED ASSETS
The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2002.
10. EVENTS subsequent to The Balance sheet date 
There were no material events subsequent to the end of the interim period.
11.
CHANGES IN COMPOSITION OF THE GROUP

There were no changes in the composition of the group during the current quarter.

12.
CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS
There were no changes in contingent liabilities or contingent assets since the last Annual Balance Sheet as at 31 December 2002.

13.
CAPITAL COMMITMENTS

No capital commitments has been provided for in the interim financial statements as at 30 June 2003.

B. ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS
14.
PERFORMANCE REVIEW


The Group’s revenue for the current financial period ended 30 June 2003 decreased to RM21.37 million from RM27.18 million in the prior financial period ended 30 June 2002 while the loss before taxation increased to RM6.13 million from RM3.15 million for the respective periods. The poor performance for the financial period to date was mainly due to the poor day-old-chicks (DOC) prices which decreased 26.8% and the quantity of DOC sold which decreased by 11.6% over the respective periods. Prices of DOC have been affected by cheap imports from a neighbouring country which experienced a glut situation in the first 5 months of the year.

The Group’s revenue for the current quarter period ended 30 June 2003 decreased to RM10.48 million from RM12.76 million in the quarter ended 30 June 2002 while the loss before taxation decreased to RM2.42 million from RM3.14 million for the respective periods. This represents a decrease of 17.9% or RM2.28 million in revenue and a decrease of 22.9% or RM0.72 million in pre-tax loss over the figures achieved in preceding quarter ended 30 June 2002. The performance has been attributed to the improved day-old-chicks (DOC) prices in the current quarter which increased 22.6% when compared with the preceding corresponding quarter ended 30 June 2002. However quantity of DOC sold decreased 14.2% over the same periods.
15.
COMMENT ON MATERIAL CHANGE IN PROFIT BEFORE TAXATION

The recovery of DOC prices in May 2003 has reduced the Group’s loss before taxation to RM2.42 million from RM3.71 million in the previous quarter ended 31 March 2003. DOC prices increased 95.8% in the second quarter when compared with the first quarter prices. However the quantity of DOC produced in our open houses fell below expectations. Productivity in the open houses has fallen 19.2% when compared with the previous 1st quarter and 29.6% with the preceding quarter ended 30 June 2002.

16.
COMMENTARY ON Prospects

The overall performance of the Group will hinge substantially on the performance of the poultry breeding segment. The poultry breeding segment  experienced an improved performance nationwide in the 2nd quarter 2003. Prices of DOC have recovered since May 2003 in tandem with the recovery of broiler prices and DOC prices in the neighbouring country. Management has also taken steps to change the breed of its parent stock in view of the poor productivity experienced in its open houses. Conversion to closed houses is also being contemplated. With these measures, it is hoped that production of DOCs will be within acceptable ranges in the near future.

Apart from the above, the viability of the Group is very dependent on the outcome of its proposed restructuring scheme.

17.
Profit FORECAST OR PROFIT GUARANTEE

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and shortfall in profit guarantee are not applicable.

18.
Tax EXPENSE

No provision for income tax has been made for the Group as the Group has sufficient tax shelter for the quarter ended 30 June, 2003.

19.
uNQUOTED INVESTMENTS AND PROPERTIES
There was no transaction during the quarter ended 30 June 2003.

20.
Quoted INVESTMENTS

(a)
There was no transaction during the quarter ended 30 June 2003.
(b)
Investments in quoted shares during the quarter ended 30 June 2003 are as follows :














RM’000

(i)

At cost









1,008

(ii)

At book value








1,008

(iii)
At market value







   555

21.
STATUS OF CORPORATE PROPOSALS (ANNOUNCED BUT NOT COMPLETED)
As announced on 4 September 2000, the Company proposed to undertake a restructuring exercise which includes proposed rights issue of up to 40,302,750 new ordinary shares of RM1.00 each in SHC (“Right 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 yet to be complied and thus, the date of completion of the Proposal has been extended from 28 February 2002 to 31 December 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 27 August 2002 to the SC and other relevant authorities for approval of the revised restructuring scheme of the Company.

The relevant authorities namely 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. Subsequently, SC has reverted with their comments and the same have been announced on 11 March 2003 and 24 April 2003 respectively. Any further development will be announced in due course.

The moratorium period for the Company which took effect from the date of the appointment of the Special Administrators is extended for a further period of 12 months from 11 August 2003 to 10 August 2004 pursuant to section 41(3) of the Pengurusan Danaharta Nasional Berhad Act 1998.

22
BORROWINGS AND DEBT SECURITIES


Total secured group borrowings are as follows:

      As at 


30 June, 2003


RM’000

Term Loan 

- payable within 12 months
3,075

- payable after 12 months
5,800


8,875

Short term borrowings
8,367

Bank overdrafts                                                                   37,389
                                                                                             45,756

Total                                                                                    54,631


The above borrowings are denominated in Ringgit Malaysia.

23.
off Balance Sheet FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk as at 30 June, 2003.

24.
CHANGES IN Material Litigation 


Excel Food Sdn Bhd (“Excel”), a 51% owned subsidiary of Sin Heng Chan (M) Bhd had been served with a judgement on 20 January 2003 in respect of outstanding debts for purchase of goods. On 9 June 2003, Excel had been served with a Notice pursuant to section 218 (1)(e) of the Companies Act, 1965. The judgement creditor has issued notice of a winding up petition on 7 August 2003. The company will take the necessary steps to protect its interest.


As at 30 May 2003, there were no changes in the material litigations, including the status of pending material litigations since the last annual balance sheet of 31 December 2002, except as disclosed above.

25.
DIVIDENDS PAYABLE 

No dividend has been declared or approved for the financial period ended 30 June 2003.

26.
BASIC EARNINGS PER SHARE 

Basic earning per share is calculated by dividing the net profit for the period by the number of ordinary shares in issue during the period.

	
	3 months ended
	6 months ended

	
	30.06.2003
	30.06.2002
	30.06.2003
	30.06.2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	N Net Loss for the period 
	(2,396)
	(3,053)
	(5,520)
	(3,302)

	
	
	
	
	

	Number of ordinary share in issue
	18,994
	18,994
	18,994
	18,994

	
	
	
	
	

	
	Sen
	Sen
	Sen
	Sen

	
	
	
	
	

	   Basic earnings per share 

   Fully diluted earnings per share 


	(12.61)

N/A
	(16.07)

N/A
	(29.06)

N/A
	(17.39)

N/A



The Group has not issued any financial instrument, contract or options that may entitle its ordinary shareholders to any dilutive potential ordinary shares.

