

PIN-WEE GROUP BHD

(Company No. 420049-H)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

FOR THE QUARTER ENDED 31 DECEMBER 2003

1.
Basis of preparation of the Financial Statements
The interim financial statements are unaudited and 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.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002.

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 2002.

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
The business of the Group was not affected by any significant seasonal or cyclical factors in the third quarter. 

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.
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7.
Dividend paid


A first and final tax-exempt dividend of 5 sen per ordinary share in respect of the financial year ended 31 December 2002 was paid on 25 September 2003.
8.
Segmental Reporting

         Analysis By Business Segments

         12 months ended 31 December 2003

	
	Manufacturing
	Poultry Farming
	Chicken Processing
	Others
	Elimination
	Group

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

	
	
	
	
	
	
	

	Revenue from external customers
	53,112
	84,053
	13,241
	4,066
	
	154,472

	Inter-segment revenue


	53,117
	11,214
	
	6,431
	(70,762)
	

	Total
	106,229
	95,267
	13,241
	10,497
	(70,762)
	154,472

	
	
	
	
	
	
	

	Segment results
	8,974
	4,415
	270
	1,205
	(781)
	14,083

	Interest expense
	
	
	
	
	
	(2,412)

	Profit before tax
	
	
	
	
	
	11,671

	Taxation
	
	
	
	
	
	(3,160)

	Profit after tax
	
	
	
	
	
	8,511

	Minority interest
	
	
	
	
	
	(285)

	Net profit for the year
	
	
	
	
	
	8,226


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.
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(a) 
(b) 



11.
Changes in the composition of the Group


There were no changes in the composition of the Group for the current quarter.


During the financial year-to-date, the below were transacted: -

(a) On 6 February 2003, Pin-Wee Farming Sdn Bhd acquired two (2) ordinary shares of RM1.00 each, representing the entire issued and paid-up share capital of Pin-Wee Food Processing Sdn Bhd for a total cash consideration of RM2.00 only.  
(b) On 21 March 2003, Pin-Wee Farming Sdn Bhd acquired two (2) ordinary shares of RM1.00 each, representing the entire issued and paid-up share capital of Pin-Wee Food Industries (KL) Sdn Bhd (formerly known as PW Sri Wilayah Food Industries Sdn Bhd) for a total cash consideration of RM2.00 only.  
12.
Contingent Liabilities or contingent assets

The corporate guarantees issued by the Company for the banking facilities granted to its subsidiaries totalled RM76.267 million  as at the date of issue of this quarterly report.

13.
Review of Performance
The 
turnover of the Group has increased by 16.7% as compared with the last quarter ended 30 September 2003 and it was recorded an increased of 2.5% as compared with the preceding year ended 31 December 2002.  The improved in turnover were attributed by the strong sales and production of broilers.  In addition thereto, the Group’s performance also benefited from a larger contribution from its subsidiary, Pin-Wee Breeder Farm (Malacca) Sdn Bhd, which has an improved production capacity. 
The Group achieved RM11.7 million in the profit before tax for the financial year ended 31 December 2003, an increased of 6.8% from RM10.9 million as recorded in the preceding financial year ended 31 December 2002.



                                                                                    

14.
Material changes in profit before taxation for the quarter reported on as compared with the immediate preceding quarter

For the quarter under review, the Group recorded a profit before tax of RM2.9 million as compared with RM3.4 million for the last quarter ended 30 September 2003. The lower profit before tax for the quarter under review was mainly due to continuing rising costs of raw materials used in the production of broiler feeds since the last quarter.






15.
Prospects 


Baring any unforeseen circumstances, the Group anticipates a satisfactory result for the financial year ending 31 December 2004.

16.
Profit Forecast and Profit Guarantee
Not applicable
PWG - 7


17.
Taxation
	

	
	Individual Quarter
	Cumulative Quarters

	
	
	Current Year Quarter
	Preceding Year Corresponding

Quarter
	
	Current Year To Date


	
	Preceding Year Corresponding Period

	
	
	31-12-2003
	31-12-2002
	
	31-12-2003
	
	31-12-2002

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

	
	
	
	
	
	
	
	
	

	Current 

Taxation
	
	409
	
	896

	
	2,060
	
	  2,001

	Under/(over) provision in respect of previous year
	
	
	
	
	
	
	
	

	Deferred taxation
	
	319

	
	1,033
	
	
1,100
	
	884

	
	
	
	
	
	
	
	
	

	Total
	
	   728
	
	1,929
	
	3,160
	
	   2,885


The Group’s effective tax rate for the period ended 31 December 2003 is lower than the statutory tax rate mainly due to 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.

19.
Corporate Proposals

The following are corporate proposals announced but not completed: -
(i) 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.
The Company had on 7 April 2003 sought the Securities Commission to extend the dateline for obtaining the necessary approvals from the land offices. The Securities Commission had vide their letter dated 22 October 2003, which was received on 31 October 2003, granted a further extension of twelve (12) months to 23 April 2004 to enable the Company to relocate its farming activities. 
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In the event that 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.
(ii) The Company had on 15 August 2003 announced to the Kuala Lumpur Stock Exchange (“KLSE”) that the Company is proposing to undertake the following corporate exercises: -
(a) the proposed bonus issue of 12,182,250 new shares (“Bonus Shares”) on the basis of one (1) new Bonus Share for every four (4) existing shares held in the Company at a date to be determined later (“Proposed Bonus Issue”);
(b) the proposed transfer of the listing of and quotation for the entire enlarged issued and paid-up share capital of the Company from the Second Board to the Main Board of the KLSE (“Proposed Transfer”);
(c) the proposed establishment of an employees share option scheme (“Proposed ESOS”); and
(d) the proposed increase in authorised share capital from RM50,000,000 comprising 50,000,000 ordinary shares of RM1.00 each to RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each by the creation of an additional 50,000,000 new shares (“Proposed Increase in Authorised Share Capital”);

Hereinafter collectively referred to as the “Proposals”.

The Proposed Bonus Issue and the Proposed ESOS are conditional upon the Proposed Increase in Authorised Share Capital.  The Proposed Bonus Issue and the Proposed ESOS are not conditional upon each other.  The Proposed Bonus Issue and the Proposed ESOS are not conditional upon the Proposed Transfer.


The Securities Commission had on 30 September 2003 approved the Proposed Transfer and the Proposed ESOS.

 The 
(a) shareholders of the Company had on 18 November 2003 approved the Proposed Increase in Authorised Share Capital, the Proposed Bonus Issue and the Proposed ESOS.




  Whereas 
the KLSE had on 9 December 2003 approve in principle for the following: -
(a) the listing of and quotation for the Bonus Shares to be issued pursuant to the Proposed Bonus Issue;
(b) the Proposed Transfer; and
(c) (c)
the listing of and quotation for the shares to be issued pursuant to the Proposed ESOS.
The Proposed Bonus Issue has been duly completed on 13 January 2004 and the Company has successfully transferred to the Main Board of the Malaysia Security Exchange Berhad on 28 January 2004.
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1.
Group Borrowings and Debt Securities


Group borrowings as at 31 December 2003 are as follows: -

	
	
	31 Dec 2003


	31 Dec 2002

	
	
	RM’000
	RM’000

	Short term borrowings, secured
	
	
	

	Bank Overdrafts
	
	13,478
	  8,557

	Other borrowings
	
	35,247
	24,535

	
	
	48,725
	33,092

	
	
	
	

	Long term borrowings, secured
	
	    517
	    495

	
	
	49,242
	33,587


	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


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 does not recommend any interim dividend for the financial quarter ended 31 December 2003. 

25.
Earnings 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. 
By Order of the Board
Ch’ng Lay Hoon

Company Secretary

Penang
Dated this 27th day of February 2004
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