SDKM FIBRES, WIRES & CABLES BERHAD

(COMPANY NO: 189740-X)

(INCORPORATED IN MALAYSIA)

NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of Preparation


The interim financial report has been prepared in accordance with requirements of FRS 1342004: “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”), and should be read in conjunction with the Annual Report for the financial year ended 30 September 2006.

The same accounting policies and methods of computation are followed in the interim financial report as compared with the annual financial statements for the financial year ended 30 September 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) issued by the Malaysian Accounting Standard Board (“MASB”) effective fro financial period beginning 1 January 2006.

	FRS 
	2
	Share-based Payment

	FRS 
	3
	Business Combinations

	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 
	117
	Leases (effective for annual periods beginning on or 

	
	
	after 1 October 2006)

	FRS 
	121
	The Effects of Changes in Foreign Exchange Rates

	FRS 
	124
	Related Party Disclosures (effective for annual periods 

	
	
	beginning on or after 1 October 2006)

	FRS 
	127
	Consolidated and Separate Financial Statements

	FRS 
	132
	Financial Instruments : Disclosure and Presentation

	FRS 
	133
	Earnings Per Share

	FRS 
	136
	Impairment of Assets



The adoption of the new/revised FRS does not have significant financial impact on the Group except for the followings:


FRS117: Leases


The adoption of the revised FRS117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land.  The upfront payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term.  A lease of land and building is apportion into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the least at the inception of the lease.  Prior to 1 October 2006, leasehold land was classified as property, plant and equipment and was stated at cost less impairment losses.

The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative figures as at 30 September 2006 have been restated below.

	 
	 
	 
	Previously 
	Adjustment
	 

	 
	 
	 
	stated
	FRS 117
	Restated

	 
	 
	 
	(RM'000)
	(RM'000)
	(RM'000)

	
	 
	 
	30/9/2006
	 
	30/9/2006

	
	 
	 
	 
	 
	 

	Property, plant and equipment 
	
	
	14,020
	(769)
	13,251

	Prepaid lease payments
	
	
	-
	769
	769


2.
Declaration of Audit Qualification

There was no qualified report issued by the auditors in the financial statements of the Group for the preceding financial year.

3.
Seasonal and Cyclical Factors


The results of the Group were not affected by seasonal or cyclical factors.

4.
Unusual Items

There were no unusual items that affecting the assets, liabilities, equity, net income or cash flows of the Group during the financial period under review.

5.
Changes in Estimates

There were no changes in estimates of amount reported in the prior interim periods of the current financial year or prior financial years, which have a material effect in the current reporting period.

6.
Debt and Equity Securities
There were no issuance, cancellation, repurchases, resale and repayments of debt and/or equity securities during the financial period under review.
7.
Dividend


There was no dividend paid in the current quarter ended 30 September 2007.

8.
Segment Information

The Group’s principal activities are in Malaysia, thus no segmental information is relevant.

9.
Property, Plant and Equipment

There were no valuation of property, plant and equipment brought forward from the previous audited financial statements.

10.
Material Events Subsequent to Balance Sheet Date
1)
On 15 December 2006, the Board of Directors (“Board”) of SDKM proposes to implement the following proposals:
(i) acquisition by SDKM of the entire issued and paid-up share capital of Supportive Technology Sdn Bhd (“ST”) comprising 1,666,665 ordinary shares of RM1.00 each from Lee Kuang Shing, Tan Siew Hong, Khaw Hooi Huang, Arena Nilam Sdn Bhd, Dato’ Paduka Ismail bin Shafie, Fazrin Azwar bin Md. Nor, Low Hock Huat and Ong See Wah (collectively known as the “Vendors”) for a total purchase consideration of RM235.0 million, to be satisfied by the issuance of 212.0 million new SDKM Shares at an issue price of RM1.00 per SDKM Share and a cash consideration of RM23.0 million (“Proposed Acquisition”); 
(ii) increase in the authorized share capital of SDKM from RM50.0 million comprising 50.0 million SDKM Shares to RM500.0 million comprising 500.0 million SDKM Shares by the creation of an additional 450.0 million new SDKM Shares (“Proposed Increase in Authorized Share Capital”); 
(iii) amendments to the Memorandum of Association of SDKM (“Proposed Amendments”); 
(iv) transfer of the listing of and quotation for the entire issued and paid-up share capital of SDKM upon completion of the Proposed Acquisition from the Second Board to the Main Board of Bursa Securities (“Proposed Transfer Listing”); and
(v) termination of the existing SDKM Employee Share Option Scheme (“Proposed Termination”).
The Proposed Acquisition, Proposed Increase in Authorized Share Capital, Proposed Amendments, Proposed Transfer Listing, Proposed Termination and Proposed Exemption are collectively referred to as the “Proposals”.
In conjunction with the Proposals, CIMB Investment Bank Berhad, on behalf of Lee Kuang Shing, Tan Siew Hong and Khaw Hooi Huang (“collectively referred to as the “Lee Family”) had on 15 December 2006 announced that an approval will be sought from the Securities Commission (“SC”) to exempt the Lee Family from the obligation to undertake a mandatory take-over offer for the remaining SDKM Shares not held by them upon completion of the abovementioned proposed acquisition. The Board of SDKM had, on the same date appointed Kenanga as the Independent Adviser to the shareholders of SDKM in relation to the Proposed Exemption. On 2 April 2007, we announced that the SC can only consider the application for the Proposed Exemption upon fulfillment of the conditions as stated in its approval letter dated 30 March 2007. 

On 10 October 2007, SC approved the Proposed Acquisition, Proposed Transfer Listing and Proposed Termination subject to, among others, the total purchase consideration for the proposed acquisition of the entire issued and paid-up share capital of ST be revised to RM197.0 million as opposed to RM235.0 million which was proposed earlier in the announcement dated 15 December 2006. The SC (on behalf of the Foreign Investment Committee) had in the same letter approved the Proposed Acquisition pursuant to the Guidelines on the Acquisition of Interests, Mergers and Take-Overs by Local and Foreign Interests. 
Subsequently, on 31 October 2007, SDKM entered into a Supplemental Share Sale Agreement with the Vendors to revise the total purchase consideration for the acquisition of the entire issued and paid-up share capital of ST to RM197.0 million as imposed by the SC.
The Ministry of International Trade and Industry has also acknowledged and stated that it has no objection to the Proposed Acquisition in its approval letters dated 4 April 2007 and 20 November 2007.
11.
Changes in the Composition of The Group

There were no changes in the composition of the Group during the financial period under review.
12.
Contingent Liabilities


There were no contingent liabilities for the Group as at 30 September 2007.

13.
Review of Performance


The revenue of the Groups was RM53.918 million in the current year under review, a decrease of RM8.292 million or 13.3% as compared to RM62.210 million in corresponding preceding year ended 30 September 2006.  The reduction was result of the strengthened value of Ringgit Malaysia against US Dollar.

The Group registered a profit before tax ('PBT') of RM0.475 million in current year under review, an increase of RM11.716 million as compared to loss before tax of RM11.241 million in the corresponding preceding year ended 30 September 2006. The improvement was mainly contributed by stable on-going operation and productivity improvement exercises of the Company
14.
Comparison with Immediate Preceding Quarter’s Results


The Group achieved a revenue of RM13.779 million in the quarter under review, a decrease of RM0.668 million or 4.6% as compared to RM14.447 million registered in the preceding quarter. The profit after tax ('PAT') of the Group was recorded at RM0.170 million, improved by RM0.064 million as compared to profit after tax of RM0.106 million in quarter ended 30 June 2007. The earning per share ('EPS') of 0.43sen shown an increase of 0.30 sen as compared to preceding quarter ended 30 June 2007.

15.
Prospect


The Group is securing consistent orders from its customers and continually improving material utilization rate and productivity. Thus, barring any unforeseen circumstances the Group is expecting a satisfactory performance in the following quarters.

16.
Variance on Profit Forecast


The Group is not required to report any variance on the profit forecast.

17.
Taxation


Taxation for the financial period comprises the following:-
	
	
	
	Current Quarter
	
	Year To Date

	
	
	
	30 Sep 2007
	
	30 Sep 2007

	
	
	
	RM'000
	
	RM'000

	
	
	
	
	
	

	Current year taxation
	
	
	                     (3)
	
	                      40 

	Transfer to deferred taxation
	
	
	                    54 
	
	                      54 

	 
	
	
	                    51 
	
	                      94 



The effective tax rate is lower than the statutory tax rate as the Group are utilized its unabsorbed brought forward loss and capital allowance against the taxable income for the financial year.

18.
Sale of Properties and/or Unquoted Investments


There was no sale of unquoted investments and/or properties for the period ended 30 September 2007.

19.
Investments in Quoted Securities


There was no purchase of disposal of quoted securities for the period ended 30 September 2007.

20.
Status of Corporate Proposals


In conjunction with the information disclosed in note 10 (Material Events Subsequent to Balance Sheet Date) of this interim financial report, the Company has submitted the draft circular in relation to the Proposals to Bursa Securities for perusal prior to despatch to the shareholders of SDKM.
21.
Group Borrowings


There was no borrowing and debt securities neither in short term nor long term during the period ended 30 September 2007.

22. Off Balance Sheet Financial Instruments

As at the date of this report, the Group did not enter into any contract involving off balance sheet financial instruments.
23. Material Litigation

There was no material litigation neither as plaintiff or defendant as at 30 September 2007.
24. Proposed Dividend

There was no dividend proposed by the Company for the period ended 30 September 2007.

25. Earning Per Share (‘EPS’)

The Basic and Diluted Earning Per Share (“EPS”) was computed based on the total issued and paid-up share capital at 40,000,000 as at 30 September 2007.

	
	Quarter
	
	12 months

	
	Ended
	
	Ended

	
	30 Sep 2007
	
	30 Sep 2007

	
	RM'000
	
	RM'000

	
	
	
	

	Net profit attributable to shareholders
	170
	
	381

	 
	
	
	

	
	'000
	
	'000

	Number of ordinary shares as at 30 September 2007
	40,000
	
	40,000

	
	
	
	

	Basic EPS (sen)
	0.43
	
	0.95


BY THE ORDER OF THE BOARD

NG PHAIK LEE

EXECUTIVE DIRECTOR

28 NOVEMBER 2007
