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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 DECEMBER 2004

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 and Chapter 9 Part K Para 9.22 of the Bursa Malaysia Listing Requirements.

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 2003.

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 2003.

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 this 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. 

During the first quarter of this financial year, the Company completed a bonus issue of 12,182,250 shares on the basis of 1 bonus share for every four existing shares resulting in an enlarged issued share capital of 60,911,250 shares.
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7.
Dividend paid


There was no dividend paid for the current quarter and financial year to-date.

8.
Segmental Reporting

         Analysis By Business Segments

         12 months ended 31 December 2004

	
	Manufacturing
	Poultry Farming
	Chicken Processing
	Others
	Elimination
	Group

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

	
	
	
	
	
	
	

	Revenue from external customers
	51,341
	111,867
	26,095
	6,736
	
	196,039

	Inter-segment revenue


	88,109
	 24,609
	
	9,903
	(122,621)
	

	Total
	139,450
	136,476
	26,095
	16,639
	(122,621)
	196,039

	
	
	
	
	
	
	

	Segment results
	    6,506
	         8
	  (168)
	   160 
	 
	    6,506

	Interest expense
	
	
	
	
	
	    (3,916)

	Profit before tax
	
	
	
	
	
	    2,590

	Taxation
	
	
	
	
	
	    (1,300)

	Profit after tax
	
	
	
	
	
	   1,290   

	Minority interest
	
	
	
	
	
	     (138)

	Net profit for the year
	
	
	
	
	
	   1,152


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 events subsequent to the end of the interim period that has not been reflected in the financial statements for the interim period.
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11.    Changes in the Composition of the Group


Save as disclosed below, there were no other material changes in the composition of the Group during the financial year ended 31 December 2004: -

a)
The Company had on 4 August 2004 via PinWee Farms Sdn Bhd (formerly known as Pin-Wee Farms Sdn Bhd) completed the acquisition of 600,000 ordinary shares of RM1.00 each, representing 60% of the issued and paid-up share capital of Evergreen Breeding Farm Sdn Bhd and 234,000 ordinary shares of RM1.00 each, representing 60% of the issued and paid up share capital of Di-Hin Farm Sdn Bhd for a total consideration of RM9,724,000.00;

b) 
The Company had on 30 August 2004 via it’s wholly owned subsidiary PinWee Farms Sdn Bhd (formerly known as Pin-Wee Farms Sdn Bhd) acquired the entire issued share capital of 2 ordinary shares of RM1.00 each in Pin-Wee Layer Farm Sdn Bhd (now known as PinWee Layer Farm Sdn Bhd) (“PWLF”) and Pin-Wee Breeder Farm Sdn Bhd (now known as PinWee Breeder Farm Sdn Bhd)(“PWBF”) at a consideration of RM1.00 per share; and

c)
The Company had on 31 December 2004 via it’s wholly owned subsidiary PinWee Farms Sdn Bhd (formerly known as Pin-Wee Farms Sdn Bhd) acquired 600 ordinary shares of RM1.00 each, representing 60% of the entire issued share capital of Di-Hin Chicken Processing Sdn Bhd at a consideration of RM1.00 per share.

12.
Contingent Liabilities or contingent assets

The corporate guarantees issued by the Company for the banking facilities granted to its subsidiaries totalled RM112.051 million as at the date of issue of this quarterly report.

13.
Review of Performance

The Group’s revenue increased by 26.9% from RM154.5 million in the preceding financial year to RM196.0 million for financial year ended 31 December 2004.The Group recorded an increase of 12.8% in revenue for the reporting quarter as compared to the preceding quarter ended 30 September 2004. The current quarter’s result represented an improvement of 34% as compared with the preceding year corresponding quarter ended 31 December 2003.

The improvement in turnover for the year was mainly due to the consolidation of the financial performance of the newly completed acquisition of Di-Hin Farms Sdn Bhd, the impact on the higher selling price of broiler feeds, the increase in broiler farm production and the additional contribution from farming of native (kampong) chicken. Whereas, the increase in the revenue for the current quarter under review was mainly resulted from the consumer’s increasing demand on the Group’s products.

14.
Material changes in profit before taxation (“PBT”)

PBT for the financial year under review recorded a profit of RM2.6 million, 77.6% lower than the preceding financial year ended 31 December 2003 of RM11.5 million. For the current quarter under review, PBT increased by 99.9% and 18.2% as compared with the preceding quarter ended 30 September 2004 and the preceding corresponding quarter ended 31 December 2003 respectively. 

The quarter under review saw better result from the farming segment as feed cost was reduced due to the decreasing raw material cost during the quarter under review. Profit for the financial year ended 31 December 2004 was depressed by the higher cost of the broiler feeds’ main ingredient during the year and the negative impact on the outbreak of bird flu in neighbouring countries.
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15.
Prospects 


Baring any unforeseen circumstances, the Group anticipates a satisfactory result for the financial year ending 31 December 2005.

16.
Profit Forecast and Profit Guarantee

The note is not applicable

17.
Taxation
	

	
	Individual Quarter
	Cumulative Quarters

	
	
	Current Year Quarter
	Preceding Year Corresponding

Quarter
	
	Current Year To Date


	
	Preceding Year Corresponding Period

	
	
	31-12-2004
	31-12-2003
	
	31-12-2004
	
	31-12-2003

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

	
	
	
	
	
	
	
	
	

	Current 

Taxation
	
	     632
	
	791


	
	1,186                 
	
	 2,489

	
	
	
	
	
	
	
	
	

	Deferred taxation

                                                           
	
	        550


	
	 76 
	
	114
	
	810



	Real Property Gain Tax


	  
	
	
	36                                                                              
	
	
	
	36

	Total
	
	1,182
	
	903
	
	1,300


	
	  3,335


The Group’s effective tax rate for the period ended 31 December 2004 is inconsistent with the statutory tax rate mainly due to claims of certain tax incentives under the Income Tax Act, 1967 and disallowable expenses for tax purpose.

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

There was no corporate proposal being carried out during the period under review.
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21.
Group Borrowings and Debt Securities


Group borrowings as at 31 December 2004 are as follows: -

	
	
	31 Dec 2004


	31 Dec 2003

	
	
	RM’000
	RM’000

	Short term borrowings,

Secured
	
	
	

	Bank Overdrafts
	
	  4,655
	 3,222

	Other borrowings
	
	  4,865
	 5,013

	
	
	  9,520
	 8,235

	
	
	
	


	Unsecured
	
	
	

	Bank Overdrafts
	
	16,011
	10,256

	Other borrowings
	
	40,331
	30,435

	                                                                                                                                                                      
	
	56,342


65,862
	40,691

48,926

	Long term borrowings, 
	
	
	

	Secured

Unsecured
	
	  6,106

     643


  6,749                               


	    319

     209

     528

	
	
	72,611
	49,454


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 current quarter ended 31 December 2004.
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25.
Earnings Per Share

The basic earnings/loss per share are computed by dividing the net profit/(loss) for the period by the number of ordinary shares after adjustment of the bonus issue as follow: -

	
	Individual Current Year Quarter 

31-12-2004


	
	Cumulative Current Year To Date

31-12-2004
	
	Individual Preceding Year Quarter 

31-12-2003


	
	Cumulative Preceding Year To Date

31-12-2003



	Net Profit/(loss) for the period (RM’000)
	2,014


	
	1,152


	
	 1,807

	
	8,019



	
	
	
	
	
	
	
	

	Issued at the beginning of the period/year
	60,911,250
	
	48,729,000
	
	48,729,000
	
	48,729,000

	Bonus Issue @ 13-01-2004

 
	-
	
	12,182,250

	
	-


	
	-



	Number of ordinary shares in issue 
	60,911,250
	
	60,911,250


	
	48,729,000


	
	48,729,000

	Basic Earnings per share (sen)
	3.31


	
	1.89


	
	2.97*


	
	13.17*


          * Adjusted due to the Bonus Issue undertaken by the Company in January 2004.

There is no diluted earning per share as the Company does not have any convertible financial instruments as at the current year quarter

By Order of the Board
Ch’ng Lay Hoon

Company Secretary

Penang

Dated this 28th day of February 2005.
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