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

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2006

NOTES TO THE QUARTERLY FINANCIAL REPORT

A1 
Basis of preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134 Interim Financial Reporting and paragraph 9.22 of the Bursa Malaysia Securities Berhad’s Listing Requirements. 

The financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2005. 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 year ended 31 December 2005.

A2 
Changes in accounting policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following applicable new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006.

FRS 101 
Presentation of Financial Statements

FRS 102 
Inventories

FRS 108 
Accounting Policies, Changes in Estimates and Errors

FRS 110 
Events after the 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
Investments in Associates

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 140
Investment Property

The adoption of FRS 102, 108, 110, 116, 121, 127, 128, 132, 133 and 136 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 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest and share of after tax results of associate. In the consolidated balance sheet, minority interest is now presented within total equity. In the consolidated income statement, the profit or loss is allocated between equity holders of the parent and minority interest. FRS 101 also requires disclosure on the face of the statement of changes in equity, the net profit or loss for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest. 

The current period’s presentation of the Group’s financial statements is based on the revised requirement of FRS 101, with the comparatives restated to conform to the current period’s presentation.

(b)
FRS 140: Investment Property

Under FRS 140, investment property can no longer be classified within property, plant and equipment. The Group has adopted the cost model and therefore investment property is measured at depreciated cost less any accumulated impairment losses. The current period’s presentation of the Group’s financial statements is based on the requirement of FRS 140, with the comparatives restated to conform to the current period’s presentation.

The Group has not applied FRS 117 Leases, FRS 124 Related Party Disclosures and FRS 139 Financial Instruments: Recognition and Measurement that had been issued, which shall be effective for the financial year beginning on or after 1 October 2006. 

A3 Audit report

The audit report of the preceding annual financial statements was not qualified.

A4 
Seasonal or cyclical factors

The operations of the Group during the financial period under review have not been materially affected by any seasonal or cyclical factors.

A5 
Unusual items

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

A6 Changes in estimates
The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and useful life of an item of property, plant and equipment at least at each financial year end. The same estimates reported in the previous financial year on the residual value and useful life of an item of property, plant and equipment were used in preparing the financial statements for the current quarter. 

There were no other changes in estimates of amounts reported in previous year, which have a material effect in the current quarter. 

A7 Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter.

A8 Dividend 


There was no dividend paid during the financial quarter ended 31 December 2006.

A9 Segmental analysis

The Group is organised into the following operating divisions:

(i)  Feedmilling

(ii) Poultry breeding

(iii) Investment holding

(iv) Others (consist of subsidiary companies which are dormant and pre-operating) 

Inter-segment sales are charged at cost plus a percentage profit mark-up.

(a) Primary reporting format – business segment

Segment information for the twelve months ended 31 December 2006 was as follows:



Feedmilling
Poultry
Investment 
Others       Group


                                            RM’000             RM’000
        RM’000       RM’000
     RM’000          



2006




Revenue                         21,394               14,193
                 0
                 0
             35,587





Results



  Segment results




Profit from operations         2,727             (7,833)             (1,485)
          (10)          (6,601)


Finance costs                        265                  227
                   29
               0               521


Profit before tax                  2,462             (8,060)             (1,514)
           (10)         (7,122) 


Tax                                         (29)                (831)                 (45)              0              (905)             




Net profit for the year        
  2,491             (7,229)             (1,469)           (10)         (6,217)

 


               








Feedmilling
Poultry
Investment     
Others       Group


                                            RM’000             RM’000
        RM’000       RM’000
    RM’000               



Net assets / liabilities



Segment assets                 12,741              20,644             16,383                78       49,846




Segment liabilities              11,856                3,778               1,344               990  
    17,968







Other information



Capital expenditure                533                    212
                      0                   0           745


Depreciation/amortisation      604                  1,432
                 198                   0         2,234
Segment information for the twelve months ended 31 December 2005 was as follows:



Feedmilling
Poultry
Investment 
Others       Group


                                            RM’000             RM’000
        RM’000       RM’000
     RM’000          



2005




Revenue
25,375
22,095
0
    0
47,470








Results




Segment results




Profit from operations             512

3,184      
      1,771          1,025         6,492

Finance costs
                          242                  324                 14
                 0             580
Profit/(loss) before tax
             270                2,860            1,757          1,025         5,912
Tax                                           201                  454                 80                 0             735 






Net profit/(loss) for the year       69                 2,406           1,677           1,025        5,177

                                                                         


Feedmilling
Poultry
Investment 
Others       Group


                                            RM’000             RM’000
        RM’000       RM’000
     RM’000          


Net assets / liabilities



Segment assets
11,370
 22,153
20,658         
      87         54,268
 

Segment liabilities
8,422
5,291
1,386
              990         16,089

Other information



Capital expenditure
171
434
786                  
0            1,391


Depreciation/amortisation
671
1,616
339                  
0            2,626

Segment assets consist primarily of property, plant and equipment, investment property, inventories, property development costs, operating receivables and cash, and exclude investments, tax recoverable, deferred tax assets and cash and bank balances for dormant subsidiaries.  Segment liabilities comprise operating liabilities and borrowings and exclude items such as current and deferred tax liabilities.  Capital expenditure comprises additions to property, plant and equipment.

(b) Secondary reporting format – geographical segment

No geographical segment is presented as the Group’s operations are principally carried out in Malaysia.
A10 Valuations of property, plant and equipment

No valuation on property, plant and equipment was carried out by the Group.

A11 Subsequent events 

(a) Urun Plantations Sdn Bhd
On 16 November 2006, the Company announced the acquisition of 4,659,370 ordinary shares of RM1.00 each representing approximately 51.0 % of the issued and paid-up share capital in Urun Plantations Sdn Bhd from Pesisir Murni (M) Sdn Bhd for a total cash consideration of RM30.6 million. A deposit of RM5.0 million has been paid upon execution of the Share Sale Agreement (SSA). The necessary applications and approvals are being made, with the completion of the exercise being finalised in due course.
(b) Sale of Goldkist Breeding Farms Sdn Bhd

On 9 February 2007, the Company announced the disposal of a subsidiary, Goldkist Breeding 
Farms Sdn Bhd to Leong Hup Broiler Farm Sdn Bhd (a subsidiary of Leong Hup Holdings 
Berhad) in a non-related party transaction.
A12 Changes in the Composition of the Group

There were no changes in the composition of the Group during the current financial quarter ended 31 December 2006 including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring and discontinuing operations. 

A13 Contingent liabilities

A subsidiary had given guarantees to a bank amounting to RM1.2 million for banking facilities extended to a sub-subsidiary of which RM 0.6 million has been outstanding as at 31 December 2006.

A14 Capital Commitments


There were no material capital commitments as at 31 December 2006.

A15 Inventories

As at 31 December 2006, the Group did not make any adjustment to its inventory values as it deems that there were no material change to its net realisable value.

ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS

B1 Review of Performance

The Group’s turnover for the three months ended 31 December 2006 decreased by 22.4% to RM9.27 million compared to RM11.94 million for the corresponding period in the previous year. The decrease in turnover was mainly due to the depressed day-old-chick (DOC) prices 

The Group recorded a loss before tax of RM0.78 million for the three months ended 31 December 2006 against a profit before tax of RM0.46 million for the corresponding period in the previous year mainly as a result of a 28.1 % decrease in the average DOC prices during the comparative quarters.

B2  
Material Changes in Profit Before Taxation for the Quarter Reported On As Compared with the Immediate Preceding Quarter

For the three months under review, the Group recorded a loss before tax of RM0.78 million  compared to a loss before tax of RM2.98 million for the preceding quarter. 

The lower loss for the current quarter was mainly due to improved DOC prices which increased 34.7% when compared with the third quarter of 2006.This is due to the holidays and festival periods during the last quarter of 2006. The DOC prices have however remained below break-even levels. 
B3 
Current Year Prospects

The Directors do not expect the poultry industry to recover and envisage the business environment for 2007 to continue to be challenging due to the recurring outbreak of the avian flu, globally as well as in Malaysia. With the slight improved of DOC prices in 2005, new breeding farms were established, creating a surplus of DOC in 2006, thus further depressing prices. The Directors has disposed Goldkist Breeding Farms Sdn Bhd, which has made a loss in 2006 and is budgeted to continue losing in 2007.

The Directors plan to diversify into the oil palm industry with the acquisition of approximately 51%  of the issued and paid-up share capital in Urun Plantation Sdn Bhd

B4 
Profit Forecast or Profit Guarantee

No profit forecast or profit guarantee was provided.

B5 Taxation

No provision for income tax has been made for the group as the group has sufficient tax shelter for the quarter ended 31 December 2006.

B6 
Profits/(losses) on sale of unquoted investments and/or properties

There was no sale of unquoted investments and/or properties for the current quarter and the financial year-to-date. 
B7  
Quoted Securities

There were no transactions for the current quarter and the financial year-to-date. 

B6 Status of Corporate Proposals

There were no further corporate developments as at the date of this quarterly report aside from what has been announced..    
                       .      
B9
Group Borrowings     

Details of the Group’s borrowings as at 31 December were as follows: -







  As at
            As at






          31.12.2006     31.12.2005






           RM’000
         RM’000

Short term borrowings

Bankers’ acceptances



 5,461

1,640



Bank overdrafts




    950

   683

Revolving credit




    494

   300


Long-term loans – current portion

 1,606

1,473








 8,511

4,096











Long term borrowings

Finance lease payables



       2

   147

Hire-purchase payables



    617

   528
Long-term loans – non-current portion

    306

1,298















    925

1,973

 










The credit facilities of the group are obtained by a negative charge over all its assets.

A subsidiary had given guarantees to a bank amounting to RM1.2 million for banking facilities extended to a sub-subsidiary of which RM 0.6 million has been outstanding as at 30 September 2006.

Borrowings are denominated in Ringgit Malaysia.

B7 Off balance sheet financial instruments

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

B8 Material litigation

There was no pending material litigation at the date of this quarterly report.

B12
Dividend 

No dividend has been declared for this financial quarter.

B13
Earnings Per Share







     12 months ended         






          31.12.2006          31.12.2005


Basic earnings per share


Net profit/(loss) attributable to equity


Holders of the parent for the period
(RM)
 (6,216,603)
 5,176,778








Weighted average number of 


   Ordinary shares in issue


60,876,500
60,876,500

Basic earnings / (loss) per share
(sen)
      (10.21)
     8.50
By Order of the Board

Secretary

Dated :  28 February 2007
c.c. Securities Commission
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