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

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2007
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 2006. 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 2006.

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 2006 except for the adoption of the following applicable new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 October 2006.

FRS 117

Leases

FRS 119
Employee Benefits - Actuarial Gains and Losses, Group Plans and Disclosures
FRS 121
The Effects of Changes in Foreign Exchange Rates
FRS 124

Related Party Disclosures

FRS 6 is effective for accounting periods beginning on or after January 1, 2007. This standard is not relevant to the Group’s operations as the Group does not carry out exploration for and evaluation of mineral resources.

FRS 121 is effective for accounting periods beginning on or after February 15, 2007. The amendment to this standard is not relevant to the Group’s as the Group does not have any foreign operations.
The adoption of FRS 119 and FRS 124 does not have significant financial impact on the Group. The principal effect of the change in accounting policy resulting from the adoption of the revised FRS 117 is explained below.
FRS117 : Leases

Prior to 1st January 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings. 

Leases of land and buildings are classified as operating or finance leases in the same way as leases of other assets and the land and buildings elements of a lease of land and buildings are considered separately for the purposes of lease classification. Leasehold land is now classified as operation lease and where necessary, the minimum lease payments or the up-front payments made are allocated between the land and the buildings elements in proportion to the relative fair values for leasehold interests in the land element and buildings element of the lease at the inception of the lease. The up-front payment represents prepaid land lease payments and are amortised on a straight-line basis over the lease term. 

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. The reclassification of leasehold land from property, plant and equipment to prepaid land lease payments has been accounted for retrospectively in the consolidated balance sheets. At 31st December 2006, the total unamortised amounts of leasehold land amounting to RM1.2 million are retained as the carrying amount of prepaid land lease payments and are amortised on a straight-line basis over their lease terms. However, the adoption of the revised FRS 117 has no financial effect on the consolidated income statements.  

Comparatives

The following comparative amounts have been restated due to the adoption of the revised FRS 117:

	
	Restated

RM’000
	Previously Stated

RM’000

	At 31st December 2006
	
	

	Property, plant and equipment 
	13,973
	15,180

	Prepaid land lease payments  
	1,207
	-

	Total 
	15,180
	15,180


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
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 March 2007.

A9 Segmental analysis

The Group is organised into the following operating divisions:

(i)  Feedmilling

(ii) Poultry breeding

(iii) Oil Plam Plantations

(iv) Investment holding

(v) 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


[image: image1.emf]Segment information for the three months ended 31 March 2007 was as follows:

Feedmilling Poultry Oil Palm InvestmentOthers Group

Plantation

RM '000 RM '000 RM '000 RM '000 RM '000 RM '000

2007

Revenue 6,435             3,170           341               -              -          9,946        

Results

Segment results

Profit from operations 466                (1,057)          (169)              (582)             (2)            (1,344)       

Finance costs 87                 53               2                  7                 -          149          

Profit/(loss) before tax 379                (1,110)          (171)              (589)             (2)            (1,493)       

Tax -                -              -               -              -          -           

Net profit/(loss) for the quarter 379                (1,110)          (171)              (589)             (2)            (1,493)       

Feedmilling Poultry Oil Palm InvestmentOthers Group

Plantation

RM '000 RM '000 RM '000 RM '000 RM '000 RM '000

Net assets/liabilities

Segment assets 13,203           20,302         53,368          55,952         73           142,898    

Segment liabilities 9,286             2,988           49,402          13,160         986          75,822      

Other information

Capital expenditure 123                -              25                -              -          148          

Depreciation/amortisation 135                277             26                49               -          487          



[image: image2.emf]Segment information for the three months ended 31 March 2006 was as follows:

Feedmilling Poultry Oil Palm InvestmentOthers Group

Plantation

RM '000 RM '000 RM '000 RM '000 RM '000 RM '000

2006

Revenue 6,327            3,010           -            -              -           9,337      

Results

Segment results

Profit from operations 224               (1,862)          -            (500)             (3)            (2,141)     

Finance costs 33                 47                -            8                 -           88           

Profit/(loss) before tax 191               (1,909)          -            (508)             (3)            (2,229)     

Tax -          

Net profit/(loss) for the quarter (2,229)     

Feedmilling Poultry Oil Palm InvestmentOthers Group

Plantation

RM '000 RM '000 RM '000 RM '000 RM '000 RM '000

Net assets/liabilities

Segment assets 9,421            20,805         -            20,572         81            50,879    

Segment liabilities 8,007            3,816           -            1,234           987          14,044    

Other information

Capital expenditure 317               204              -            -              -           521         

Depreciation/amortisation 173               364              -            48               -           585         



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 

Proposed Private Placement 
On 10 May 2007, the company announced the proposal of a private placement of up to 11,231,762 new shares to investor to be identified later and at an issue price to be determined by the Board at a later date.
A12 Changes in the Composition of the Group

On 9 February 2007, a subsidiary company, Sin Heng Chan (East Coast) Sdn. Bhd., entered into a sale and purchase agreement to dispose of its entire equity interest of 94.2% in Goldkist Breeding Farms Sdn. Bhd.  to a third party for a consideration of RM 2,826,007.
On 1 March 2007, the company completed the acquisition of 4,659,370 ordinary shares of RM 1 each representing approximately 51% of the issued and paid up share capital in Urun Plantations Sdn. Bhd. As a result, Urun Plantations Sdn. Bhd. became a subsidiary company of the company.

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 March 2007.
A14 Capital Commitments

There were no material capital commitments as at 31 March 2007.

A15 Inventories

As at 31 March 2007, 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 March 2007 decreased by 4.7% to RM9.95 million compared to RM9.34 million for the corresponding period in the previous year. The decrease in turnover was mainly due to the disposal of a subsidiary company Goldkist Breeding Farms Sdn. Bhd.
The Group recorded a loss before tax of RM1.49 million for the three months ended 31 March 2007 against a loss before tax of RM2.23 million for the corresponding period in the previous year mainly as a result of a 14.18 % increase in the average Day-Old-Chick (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 RM1.49 million  compared to a loss before tax of RM0.78 million for the preceding quarter. 

The higher loss for the current quarter was mainly due to the reduction of other income by RM2.33 million when compared with the last quarter of 2006. 
B3 
Current Year Prospects

The high feed cost currently faced by the poultry industry and the low average selling price of DOC indicate a challenging year for the feedmilling and poultry breeding sector in 2007.

In view of the competitiveness of the poultry industry, the Group is consolidating and assessing its position in the business. The Group has diversified its business into the oil palm industry with a 51% stake in Urun Plantations Sdn. Bhd. in March 2007. About 37% of the plantation land has been planted with oil palm and of this about 17% has started yielding. Another 20% is expected to mature and start yielding by 2008. Planting on the balance of the land will be conducted in phases.
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 March 2007.

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

	No
	Date of 

Announcements
	                                        Subjects
	                 Status

	1.
	10.05.2007

16.05.2007
	Proposed private placement of up to 11,231,762 new shares to investor to be identified later and at an issue price to be determined by the Board at a later date.


	Approvals were obtained from:

i) Securities Commission;

Pending approvals from

i) Bursa Malaysia Securities Berhad




                       .      
B9
Group Borrowings     


[image: image3.emf]Details of the Group's borrowings as at 31 March 2007 were as follows:-

Short Term Long Term Total

RM'000 RM'000 RM'000

Bank borrowings

Secured 1,949           34,171         36,120       

Unsecured 6,304           6,304         

8,253           34,171         42,424       

The Group's borrowings were denominated in Ringgit Malaysia.


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

Urun Plantations Sdn Bhd (“Urun”), a subsidiary of Sin Heng Chan (Malaya) Berhad was served with a 218 Petition commenced in the High Court in Kuching, Sarawak pursuant to the provisions of the Companies Act, 1965. The petition was initiated by Wintrip Maincon Sdn Bhd (“Wintrip”) which seeks to recover the sum of RM 2,694,284.26 which it alleges in due to it. The Petition was served on Urun on 10.05.2007 and is fixed for hearing on 9.08.2007.

The claim by Wintrip is highly disputed and the Board of Urun has appointed solicitors to take appropriate action to contest and strike out the Petition. Also, Urun is contemplating initiating a separate suit against Wintrip for appropriate declaratory and related relief.
Further thereto, on 28.05.2007, Urun sought and obtained, inter alia, an ex-parte injunction order restraining Wintrip from advertising, gazetting or otherwise howsoever from proceeding further with Section 218 Petition (“the Ex-Parte Injuction Order”). The Ex-Parte Injunction Order remains in force until 14.06.2007 and is returnable before the Judge on an inter-parte basis on 14.06.2007 at 9.00 a.m. On that date, the Court will also hear arguments on Urun’s application to strike out and/or stay the Section 218 Petition.

B11
Dividend 

No dividend has been declared for this financial quarter.

B12 
Earning Per Share


[image: image4.emf]31.3.2007 31.3.2006

Basic earnings per share

Net profit / (loss) attributable to equity

Holders of the parent for the period (RM) (1,086,106)    (1,815,840)   

Weighted average number of

ordinary shares in issue 82,612,500   60,876,500  

Basic earnings / (loss) per share (sen) (1.31)            (2.98)           

3 months ended

 
Diluted
Fully diluted EPS is not disclosed as there are anti-dilutive effects for the current quarter and financial year-to-date.

By Order of the Board

Secretary

Dated :  31 May 2007
c.c. Securities Commission
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