PIN-WEE GROUP BHD. 
(Company No. 420049-H)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS FOR THE QUARTER ENDED 31 DECEMBER 2002

1.
Basis of preparation of the Financial Statements
The financial statements of the Company have been prepared in accordance with the provisions of the Companies Act, 1965 and applicable approved accounting standards issued by the Malaysian Accounting Standards Board.

There are no changes in the Group’s accounting policies and methods of computations used in this quarterly financial statement as compared with the most recent annual audited financial statements. 

The following notes explain the 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 2001.

2.
Disclosure of the qualification on the preceding annual financial statements


There was no qualification on the Group’s preceding annual financial statements.

3.
Seasonal or Cyclical Factors

As poultry is a commodity item, it does not have any distinguishable cycle. Hence, the business of the Group was not affected significantly by cyclical factors except for normal seasonal fluctuation during festive seasons such as Chinese New Year, Hari Raya Aidilfitri and Deepavali celebrations. During these festive periods, the demand for broiler meat will commonly increase and this would indirectly spur demands for poultry feeds. 

4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flow that are unusual because of their size, or incidence 
There were no items affecting assets, liabilities, equity, net income, or cash flow that are unusual because of their size, or incidence.

5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There were no material changes in the estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.

6.
Issuance, cancellations, repurchases, resale and repayments of debt and equity securities

There were no issuance and repayment of debt and equity securities, share buybacks, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial quarter to date.

7.
Dividend paid


There was no dividend paid during the financial quarter ended 31 December 2002.
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PIN-WEE GROUP BHD. 

(Company No. 420049-H)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS FOR THE QUARTER ENDED 31 DEC.  2002 (cont’d)

8.
Segmental Reporting

	Financial data by industry 

  Segment for the Group
	Current Year To Date

31 Dec 2002

	
	Revenue
	Profit/(Loss) Before Taxation

	
	RM'000
	RM'000

	
	
	

	Investment holding
	-
	(21)

	Manufacturing
	83,859
	8,127

	Poultry farming
	76,297
	2,951

	Trading
	1,020
	122

	
	
	

	
	161,176
	11,179


Segmental information on geographical locations has not been prepared as the Group’s activities are all based in Malaysia.

9.
Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without any amendments from previous annual financial statements.

10.
Material Events not reflected in the Financial Statements


There were no material subsequent events to be disclosed as at the date of this report.

11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the financial year-to-date, including business combinations, acquisition or disposal of subsidiary and long-term investments, restructuring, and discontinuing operations other than as mentioned below: - 

Further to the Company’s investment of 70,000 ordinary shares of RM1.00 each in PW Chemglobal Sdn Bhd, the Company invested an additional RM280,000 comprising of 280,000 ordinary shares of RM1.00 each, representing 70% of the enlarged issued and paid-up share capital of PW Chemglobal Sdn Bhd on 2 December 2002. The principal activity of this subsidiary is the trading of agricultural chemicals and drugs. 

On 30 December 2002, Pin-Wee Farming Sdn Bhd acquired 1,492,508 ordinary shares of RM1.00 each, representing 75% of the entire issued and paid-up share capital of Nanyang Prosper Sdn Bhd for a total cash consideration of RM3,000,000. The principal activity of this subsidiary is poultry farming with its business operations in Alor Gajah, Melaka. 

12.
Contingent Liabilities or contingent assets

The corporate guarantees issued by the Company for the banking facilities granted to its subsidiaries totalled RM58.3 million as at the date of issue of this quarterly report.
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PIN-WEE GROUP BHD. 

(Company No. 420049-H)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS FOR THE QUARTER ENDED 31 DEC. 2002 (cont’d)

13.
Review of Performance

The Group recorded a turnover and profit after tax of RM42.6 million and RM3.0 million respectively for the current quarter under review as compared with RM40.0 million and RM2.2 million respectively in the preceding quarter. The increase in the turnover was mainly due to the improved sales demand for broilers and broiler feeds in anticipation of the festive season and also the revenue contribution from PW Chemglobal Sdn Bhd. Profit after tax for the quarter under review improved substantially as compared to the preceding quarter due to the better pricing structure for broilers and broiler feeds and the relatively lower production cost of feeds due to the lower raw material cost from the raw material purchase hedges made in the earlier months. 

14.
Material changes in profit before taxation

For the quarter under review, the Group recorded a profit before tax of RM4.8 million as compared with the profit before tax of RM2.2 million for the preceding quarter. The substantial increase was mainly due to the increased revenue and profitability from the feedmill and farming operations. Selling price structure for broilers were better than of the preceding quarter due to the increase demand of broilers in anticipation for the festive season which has also increased the demand for broiler feeds. The selling price for broiler feeds were increased in accordance to increase proposed by the Malaysian Feedmillers Association.

15.
Prospects 


Baring any unforeseen circumstances, the Group anticipates a satisfactory result for the financial year ending 31 December 2003.

16.
Profit Forecast and Profit Guarantee

The consolidated Profit After Tax (“PAT”) for the year ended 31 December 2002 is lower than the PAT as forecasted in the Prospectus of the Company dated 23 April 2002. The reason for this overall decreased of PAT was mainly due to the general lacklustre performance of the general poultry meat industry for the year. 

PAT for Pin-Wee Farming Sdn Bhd for the financial year 2002 dropped by 5% as compared to the preceding year’s financial result. Generally, the selling prices of broilers have been erratic and difficult to forecast. Except for the first and the last quarter, the results from the farming operations have been rather quiet.

However, PAT for Pin-Wee Feedmills Sdn Bhd for the financial year 2002 increased by 23% as compared to the preceding year’s financial result. This was mainly due to the general increase of the market share of broiler feeds notably in the northern and central region of Peninsular Malaysia. As such, Pin-Wee Feedmills Sdn Bhd will continue to be the main contributor to the Group’s revenue and profitability.

There is no profit guarantee.
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PIN-WEE GROUP BHD. 

(Company No. 420049-H)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS FOR THE QUARTER ENDED 31 DEC. 2002 (cont’d)

17.
Taxation

	

	
	Individual Quarter
	Cumulative Quarters

	
	
	Current Year Quarter
	Preceding Year Corresponding

Quarter
	
	Current Year To Date


	
	Preceding Year to Date

	
	
	31-12-2002
	31-12-2001
	
	31-12-2002
	
	31-12-2001

	
	
	RM ‘000
	
	RM ‘000
	
	RM ‘000
	
	RM ‘000

	
	
	
	
	
	
	
	
	

	Current taxation
	
	808
	
	-
	
	1,852
	
	-

	Under/(over) provision in respect of previous year
	
	
	
	
	
	
	
	

	Deferred taxation
	
	1,017
	
	-
	
	929
	
	-

	
	
	
	
	
	
	
	
	

	Total
	
	1,825
	
	-
	
	2,781
	
	-


The Group’s effective tax rate for the financial year ended 31 December 2002 is lower than the statutory tax rate mainly due the claim of certain tax incentives under the Income Tax Act, 1967.

18.
Sale of Unquoted Investments and/or Properties

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

19.
Quoted Securities

There was no purchase or disposal of quoted securities for the current quarter and financial year to date.

20.
Corporate Proposals

The following is corporate proposal announced but not completed: -

“ Pursuant to the Securities Commission’s letter dated 25 April 2001, the Group has set aside RM1.5 million of its total listing proceeds of RM14.97 million as a contingent for relocation of its farming activities expenses in the event that the necessary approvals from the land offices to the application to change the express conditions on certain land titles to carry out poultry farming have not been obtained within a period of twelve (12) months from the date of the Prospectus which was 23 April 2002.  However, in the event all the necessary approvals from the relevant land offices are obtained within the stipulated period mentioned above, the said RM1.5 million will be utilised to repay the Group’s bank borrowings.”
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PIN-WEE GROUP BHD. 

(Company No. 420049-H)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS FOR THE QUARTER ENDED 31 DEC. 2002 (cont’d)

21.
Group Borrowings and Debt Securities


Group borrowings as at 31 December 2002 are as follows: -

	
	
	

	
	
	RM’000

	Short term borrowings, secured
	
	

	Bank Overdrafts
	
	8,557

	Other borrowings
	
	25,562

	
	
	34,119

	
	
	

	Long term borrowings, secured
	
	494

	
	
	34,613


22.
Off Balance Sheet Financial Instruments

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

23.
Changes in Material Litigation

Neither the Company nor its subsidiaries are engaged in any litigation or arbitration proceedings, either as plaintiff or defendant, which has a material effect on the financial position of the Group and the Directors do not know of any proceedings pending or threatened or of any fact likely to give rise to any proceedings which might materially and adversely affect the position or business of the Group.

24.
Dividends

The Board recommends dividend of five (RM0.05) cent for the financial year ended 31 December 2002.

25.
Earning Per Share

Basic and diluted earnings per share of the quarter is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue of 48,729,000 shares as there was no new issue during the quarter. The basic and diluted earnings per share for the cumulative period of 12 months ended 31 December 2002 is calculated by dividing the cumulative net profit for the period by the weighted average number of shares of the same period of 44,792,156 shares.

By Order of the Board

Ch’ng Lay Hoon

Company Secretary

Penang

Dated this 28th day of February 2003.
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