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Condensed Consolidated Income Statements

For the Quarter Ended 31 July 2004



3 months ended
6 months ended


Note
31.07.2004
RM’000
31.07.2003
RM’000
31.07.2004
RM’000
31.07.2003
RM’000








Revenue
8
9,924
12,088
19,579
24,925

Cost of sales

(4,857)
(5,472)
(9,261)
(12,490)

Gross profit

5,067
6,616
10,318
12,435

Other operating income

243
991
298
1,453

Administrative and other 

  operating expenses

(7,494)
(7,388)
(14,755)
(14,992)

Loss from operations
8
(2,184)
219
(4,139)
(1,104)

Finance costs, net

(758)
(134)
(869)
(225)

Loss before taxation

(2,942)
85
(5,008)
(1,329)

Taxation
20
-
(167)
-
(167)

Loss after taxation

(2,942)
(82)
(5,008)
(1,496)

Minority interests

17
22
37
43

Net loss for the period

(2,925)
(60)
(4,971)
(1,453)








Basic loss per share (sen)
28
(3.25)
(0.08)
(5.54)
       (1.97)

The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 January 2004 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Balance Sheets

As at 31 July 2004



Note
As at

31.7.2004
As at

 31.01.2004




RM’000
RM’000

Non-Current Assets




    Property, plant & equipment
9
80,279
56,630

    Investment in an associate

9,010
9,010

    Intangible assets

3,141
3,523



 92,430
69,163






Current Assets




    Inventories

3,653
3,564

    Trade receivables

3,415
4,170

    Other receivables

39,411
32,304

    Marketable securities
22
-
1,623

    Cash and bank balances

1,718
7,424



54,092
49,085






Current Liabilities




    Borrowings
24
12,001
7,303

    Trade payables

8,267
8,444

    Other payables

3,245
2,644

    Tax payable

46
153



23,559
18,544






Net current assets

24,638
30,541



117,068
99,704






Financed by:




    Share capital

90,104
86,890

    Share premium

2,881
2,881

    Other reserves

590
590

    Accumulated losses

(13,053)
(8,082)

    Shareholders’ equity

80,522
82,279

    Minority interests

330
368



80,852
82,647






    Borrowings
24
36,154
16,995

    Deferred tax liabilities

62
62

    Non-current liabilities

36,216
17,057








117,068
99,704

The condensed consolidated balance sheets should be read in conjunction with the audited financial statements for the year ended 31 January 2004 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement of Changes in Equity

For the Quarter Ended 31 July 2004



Non-Distributable
 



Share

Capital
Share

Premium
Revaluation

Reserve
Capital

Reserve
(Accumulated losses)
Total


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









At 1 February 2003
68,640
2,881
175
415
(3,213)
68,898

Issue of share capital 

   through exercise of warrants
8,000
-
-
-
-
8,000

Net loss for the period
-
-
-
-
(1,453)
(1,453)

At 31 July 2003
76,640
2,881
175
415
(4,666)
75,445









At 1 February 2004
86,890
2,881
175
415
(8,082)
82,279

Issue of share capital 
3,214
-
-
-
-
3,214

Net loss for the period
-
-
-
-
(4,971)
(4,971)

At 31 July 2004
90,104
2,881
175
415
(13,053)
80,522

The condensed consolidated statements of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 January 2004 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Cash Flow Statement

For the Quarter Ended 31 July 2004 


6 months 

ended

6 months

ended


31.07.2004

31.07.2003


RM’000

RM’000






Net cash used in operating activities
(14,287)

(9,585)

Net cash used in investing activities
(15,887)

(8,094)

Net cash generated from financing activities
24,663

7,323

Net decrease in cash and cash equivalents
(5,511)

(10,356)

Cash and Cash Equivalents at Beginning of Period 
2,445

8,739

Cash and Cash Equivalents at End of Period*
(3,066)

1,617











*   Cash and cash equivalents at end of financial year 

 comprise the following:






Cash and bank balances
1,718

3,935

Less:  Bank overdrafts (included within borrowings in Note 24)
(4,784)

(5,552)


(3,066)

(1,617)






The condensed consolidated cash flow statements should be read in conjunction with the audited financial statements for the year ended 31 January 2004 and the accompanying explanatory notes attached to the interim financial statements.

Part A 

Explanatory Notes Pursuant to MASB 26

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 January 2004.  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 January 2004.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 January 2004.

2.
Auditors’ Report on Preceding Annual Financial Statements

The financial statements of Sugar Bun Corporation Berhad for the year ended 31 January 2004 were qualified by the auditors on the following matters:

1. The Company adopted a policy of amortising the cost of patents and rights to the income statement over the estimated useful life of 10 years.  The auditors were unable to satisfy themselves as to the extent, if any, of the future economic benefits that may be obtained from the use of these patents and rights, and hence as to the appropriateness of their carrying value of RM3,000,000 as at 31 January 2004.

2.
As at 31 January 2004, the carrying value of investment in a subsidiary in the financial statements of the Company was stated at RM3,500,000 and the carrying value of related goodwill on consolidation arising from the investment in a subsidiary in the Group’s financial statements amounted to RM355,294. The auditors were unable to satisfy themselves as to whether the carrying value of the investment in the subsidiary and the goodwill on consolidation had been impaired since the subsidiary has been incurring continued losses. 

As at 31 July 2004, the carrying value of patents and rights stood at RM2,750,000.  The carrying values of investment in a subsidiary and related goodwill on consolidation arising from the investment in a subsidiary stood at RM3,500,000 and RM243,094 respectively.

3.
Comments About Seasonal or Cyclical Factors

There were no seasonal or cyclical factors affecting the performance of the Group.

Part A 

Explanatory Notes Pursuant to MASB 26

4.
Unusual Items Due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 31 July 2004.

5.
Changes in Estimates

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

6.
Debt and Equity Securities

During the financial period-to-date, the Company increased its issued and paid-up capital which were shown as follows:

Date of Allotment
Number of

Ordinary Share
Issue

Price
Type of Issue
Total Issued and Paid-Up Capital



RM

RM







24.02.2004 
3,214,000
1.00
Private placement 
90,104,000

7.
Dividends Paid


There is no dividend paid in the current quarter and financial period-to-date.
8.
Segmental Information


3 months ended

6 months ended


31.07.2004

   RM’000

31.07.2004

   RM’000

Segment Revenue




Restaurant & franchising operations
9,547

18,753

General trading
684

1,890


 10,231

20,643

Eliminations
(307)

(1,064)

Group revenue
9,924

19,579






Segment Results




Restaurant & franchising operations
(2,008)

(4,074)

General trading
(176)

(65)


(2,184)

 (4,139)

Eliminations
-

-

Group loss from operations
(2,184)

(4,139)

Part A 

Explanatory Notes Pursuant to MASB 26

9.
Carrying Amount of Revalued Assets

The valuations of land and buildings have been brought forward without amendments from the financial statements for the year ended 31 January 2004.

10.
Subsequent Events

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

11.
Significant Events 

(a) On 20 February 2004, a total of 3,214,00 new ordinary shares of RM1.00 each had been issued at par, pursuant to the private placement.  With the issue, the Company has completed the private placement exercise.

(b) On 30 April 2004, the Company proposed the following:

(i) Proposed termination of the existing Employee Share Option Scheme (“Existing ESOS”) which commenced on 20 September 1999 and the proposed establishment and implementation of a new Employee Share Option Scheme (“Proposed New ESOS”) of up to fifteen percent of the issued and paid-up share capital of the Company after the completion of the proposed termination.  As of to-date, all options granted under the Existing ESOS have been exercised and the Company will not grant any further options under the Existing ESOS.

The proposed termination of Existing ESOS and Proposed New ESOS are pending approvals of the relevant authorities and shareholders of the Company.

(ii)
Proposed revision on the utilisation of proceeds raised from the renounceable right issue and private placement, which were completed on 25 November 2002 and 20 February 2004 respectively. As the proposed revision on the utilisation of the proceeds in respect of capital expansion in setting up new plants cum warehouse and other assets presents deviation of 28.03% from the original approved utilisation, which exceeds 25% threshold approved by the Securities Commission, the proposed revision is subject to the approval of shareholders of the Company.

However, the Company has since reviewed above and in view that the actual deviation as stated in para. 23(b) now which is 22.86% does not exceed 25% threshold; the proposed shareholders’ approval is no longer necessary.

12.
Changes in Composition of the Group

There were no changes in the composition of the Group during the current quarter and financial period to date.

Part A 

Explanatory Notes Pursuant to MASB 26

13.
Changes in Contingent Liabilities or Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 January 2004.

14.
Acquisitions and disposals of property, plant and equipment

For the current quarter, there were no disposal of any major property, plant and equipment but there were acquisition the same amounting to RM8.156 million.

15.
Capital Commitments

There were no material capital commitments at the end of the current quarter.

Part B 

Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

16.
Performance Review

The Group’s turnover for the current quarter of RM9.92 million was comparatively much lower than that of the corresponding period of RM12.09 million. This was mainly due to the drop in the phone card sales as well as the closure of some outlets for renovation into new concept. Besides, generally low consumer spending during this period coupled with bird flu scarce which were also experienced by other fast food operators have contributed to overall decline in the fast food sales.

17.
Comment on Material Change in Loss Before Taxation

As explained in para. 16 above, the decline in the overall sales has invariably affected the Group’s loss before taxation. Apart from the fixed administrative and other operating expenses incurred, the Group has also incurred higher finance cost due to new borrowing’s for expansion plan.

18.
Commentary on Prospects

The Board has reviewed the Group’s overall performance and with the proper corrective action and control taken as well as expected positive contribution from the planned expansion the Group should be able to achieve the desired results in the future.
19.
Profit Forecast or Profit Guarantee

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

20.
Taxation

There is no tax charge for the current quarter due to current period loss and utilisation of brought forward unabsorbed tax losses and unutilised capital allowances.

21.
Sale of Unquoted Investments and Properties

There were no sales of unquoted investments and properties for the current quarter and financial year to-date.

Part B 

Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

22.
Quoted Securities

Total purchases and disposals of quoted securities were as follows:


3 months 

ended

31.07.2004

6 months 

ended

31.07.2004


RM’000

RM’000






Purchase consideration
742

3,023

Sale proceeds
1,870

4,348

Loss on disposals
240

298


As at

31.07.2004

RM’000

Investment in quoted securities:


At cost
-

At book value
-

At market value
-

23.
Corporate Proposals

(a) Status of Corporate Proposals

On 23 January 2002, the Securities Commission has approved the following proposals:

(i) Proposed renounceable right issue together with detachable warrants.

(ii) Proposed private placement.

On 20 February 2004, the Company had completed the renounceable Rights Issue together with detachable warrants and private placement exercise.  
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Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

23.
Corporate Proposals (contd.)
(b) Status of Utilisation of Proceeds

As at 31 July, 2004, the proceeds from rights issue and private placement was utilised as follows:


Approved

Utilisation
Utilisation

Up-to current quarter
Balance to be utilised
Variation




RM’000
RM’000
RM’000
RM’000
%








Capital expansion - set up of new plant cum warehouse
14,000
2,120
894
(10,986)
(22.86)

Expansion costs for opening of new outlets
14,940
18,588
0
3,648
7.59

Repayment of loan, overdraft and hire purchase creditors
8,500
8,527
0
27
17.69

Listing expenses
2,000
2,615
0
615
1.28

Working capital
8,608
15,304
0
6,696
13.94

Total
48,048
47,154
894
0


On 31 July 2004, the Company has proposed the revision on the utilisation of proceeds as referred in Note 11 (b) (ii).

24.
Borrowings and Debt Securities


As at 31.07.2004 RM’000

Short term borrowings:


Secured - Bank overdraft
4,784

                     - Term loans
5,906

                     - Hire purchase payables
1,311


 12,001




Long term borrowings:


Secured - Term loans
32,693

                     - Hire purchase payables
3,461


 36,154





48,155

All the above borrowings are denominated in Ringgit Malaysia.
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Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

25.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date of this interim financial statements.

26.
Changes in Material Litigation

There was no pending material litigation taken against or by the Group at the date of this interim financial statements.

27.
Dividends Payable

No interim dividend is recommended for the current quarter and financial period to-date.

28.
Loss Per Share

(a) Basic

Basic loss per share is calculated by dividing the net loss for the period by the weighted average number of ordinary shares in issue during the period.


3 months ended

31.07.2004

6 months ended

31.07.2004






Net loss for the period (RM’000)
(2,925)

(4,971)

Weighted average number of ordinary shares in issue (‘000)
90,104

89,680

Basic loss per share (sen)
(3.25)

(5.54)

(b) Diluted


The effects on the basic loss per share for the current quarter arising from the assumed exercise of warrants is anti-dilutive. Accordingly, diluted loss per share for the current quarter has not been presented.

29.
Authorisation for Issue


The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 28th September 2004.


