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PINWEE GROUP BHD. (420049-H)
 (Incorporated in Malaysia)

Notes to the financial report for the quarter ended 30 September 2006

A
DISCLOSURE REQUIREMENTS AS PER FRS 134 (formerly known as MASB 26)

1
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134: Interim Financial Reporting and Chapter 9 Part K Para 9.22 of the Bursa Malaysia Listing Requirements.

This interim financial report should be read in conjunction with the audited financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial report 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 December 2005.

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) applicable to the Group, effective for financial period beginning 1 January 2006:

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 127     Consolidated and Separate Financial Statements

FRS 132     Financial Instruments: Disclosure and Presentation

FRS 133     Earnings Per Share

FRS 136     Impairment of Assets

FRS 138     Intangible Assets

The adoption of the above FRSs do not have significant financial impact on the Group, except as presented below: -
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(a) 
FRS 3: Business Combination; FRS 136: Impairment of Assets

The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognised in profit or loss and subsequent reversal is not allowed. Prior to 1 January 2006, goodwill was amortised on a straight-line basis over a period of 20 years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006.

The transitional provisions of FRS 3, however, have required the Group to eliminate at 1 January 2006 the carrying amount of the accumulated amortisation of RM495,027 against the carrying amount of goodwill. As such, the carrying amount of goodwill arising on consolidation as at 1 January 2006 of RM4,930,431 ceased to be amortised. This has the effect of increasing the Group's profit before taxation by RM67,322 in the current financial quarter and RM201,966 in the financial year-to-date.

(b) 
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of consolidated balance sheet, consolidated income statement as well as the consolidated statement of changes in equity. Among other things, minority interests are now presented within total equity in the consolidated balance sheet and are presented as an allocation of the total profit or loss for the period in the consolidated income statement.

FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The presentation of the current financial period of the Group's financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the new presentation.

2
Auditors’ Report of 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. 
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4
Unusual Items 
There were no items affecting assets, liabilities, equity, net income, or cash flow that are unusual because of their size, or incidence.

5
Material Changes in Estimates

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
Debt and Equity Securities, Share Buy-backs, Share Cancellations and Treasury Shares

There was no issuance, cancellations, repurchases, resale and repayments of debts and equity security during the quarter under review except for the repurchases of 3,200 ordinary shares of its issued share capital from the open market for a total consideration of RM2,078.02 at an average cost of RM0.65 per share. The repurchased shares are held as treasury shares.

Total issued share capital repurchased for the financial year-to-date was 1,132,000 ordinary shares for a total consideration of RM799, 571.59.

As at 30 September 2006, the Company has a total number of 1,133,500 ordinary shares of RM1.00 each held as treasury shares.

7
Dividends Paid

The approved first and final tax-exempt dividend of 5 sen per share amounting to RM3,045,562.50 in respect of the financial year ended 31 December 2005 was paid on 15 September 2006.
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8
Segmental Reporting

         Analysis By Business Segments

         9 months ended 30 September 2006
	
	9 months ended
	9 months ended

	
	30.9.2006
	30.9.2005
	30.9.2006
	30.9.2005

	
	 RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	

	Segment Revenue
	
	
	
	

	Revenue from continuing operations:
	
	
	
	

	Manufacturing
	           50,496 
	 34,554
	 142,637
	     105,156

	Integrated Poultry Operation
	           59,740 
	 65,711
	       162,920
	    180,251

	Others
	             3,795 
	   7,512
	   9,493
	      18,574

	Total revenue including inter-segment sales
	         114,031
	 107,777
	      315,050
	    303,981

	Eliminations of inter-segment sales
	         (44,181)
	(39,464)
	     (115,033)
	  (111,264)

	Total
	           69,850 
	         68,313
	      200,017
	    192,717

	
	
	
	
	

	Segment Result
	
	
	
	

	Results from continuing operations:
	
	
	
	

	Manufacturing
	             1,670 
	    1,208
	 11,721
	         5,088

	Integrated Poultry Operation
	               299
	    2,298
	 (5,168)
	     7,936

	Others
	                293 
	       171
	      744    
	               431 

	
	             2,262
	    3,677
	   7,297
	      13,455

	Eliminations
	               684
	     (627)
	                        (265)
	      (2,602)

	
	            2,946 
	            3,050
	          7,032
	      10,853

	Interest expense
	           (1,321)
	          (1,035)
	        (3,526)
	      (3,284)

	Profit before tax
	             1,625 
	            2,015
	          3,506
	        7,569

	Taxation
	                     (489)  
	             (328)
	 (1,525)
	     (2,247)

	Profit for the period
	             1,136 
	            1,687
	           1,981
	        5,322

	Minority interest
	                465
	             (287)
	              521
	         (939)

	Net profit for the year
	             1,601 
	            1,400
	           2,502
	        4,383
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Segmental information on geographical locations has not been prepared as the Group’s activities are all based in Malaysia.

9
Valuation 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
Subsequent Events

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.

11
Changes in the Composition of the Group

Save as disclosed below, there is no change in the composition of the Group for this quarter and financial year-to-date: -

(a)  
On 8 June 2006, the Company via its wholly owned subsidiary PinWee Farms Sdn Bhd (“PinWee Farms”) acquired the entire issue and paid-up share capital, comprising 2 ordinary shares of RM1.00 each, of Liang Hwa Farms Sdn Bhd (‘Liang Hwa Farms’).  On 14 June 2006, the total issued and paid up capital of Liang Hwa Farms was increased to 97,720 shares by an allotment of 97,718 shares at a premium of RM12.95 each to PinWee Farms.

On 19 June 2006, Liang Hwa Farms allotted 41,880 shares representing 30% of the enlarged total issue share capital of 139,600 shares were allotted to Mr. Poh Chew Song at an issue price of RM13.95 per share.

12
Contingent Liabilities and Contingent Assets

The corporate guarantees issued by the Company for the banking facilities granted to its subsidiaries totalled RM116.001 million as at the date of issue of this report.
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B
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

1
Review of Performance

Total revenue for the quarter increased 1.5% from RM68.8 million of preceding quarter to RM69.9 million. The quarterly revenue was higher by 2.2% compared with RM68.3 million recorded in the preceding year corresponding quarter.                                                                                                                                         

Accumulated 9 months revenue reached RM200.0 million, an increase of 3.8% from RM192.7 million reported in the preceding year corresponding period ended 30 September 2005.

The improved result was mainly attributed to consolidation of full result in the subsidiary company, Liang Hwa Farms Sdn Bhd.
2
Variation of Results for the Quarter Compared with the Preceding Quarter

During the quarter under review, the Group recorded lower profit before taxation (“PBT”) at RM1.6 million. This represent a drop of 71.4% and 19.4% compared with RM5.7 million of preceding quarter and RM2.0 million of corresponding quarter of preceding year respectively. As a result, PBT for financial year to date decreased 53.7% from RM7.6 million of preceding year corresponding period to RM3.5 million.

The changes in PBT during the quarter were mainly due to higher cost of raw material used in manufacturing of feed.

3
Current Year Prospects 

Baring any unforeseen circumstances, the Group anticipates a satisfactory result for the financial year ending 31 December 2006.

4
Profit Forecast

Not applicable.
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5
Taxation
	

	
	Individual Quarter
	Cumulative Quarters

	
	
	Current Year Quarter
	Preceding Year Corresponding

Quarter
	
	Current Year To Date


	
	Preceding Year Corresponding Period

	
	
	30-09-2006
	30-09-2005
	
	30-09-2006
	
	30-09-2005

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

	
	
	
	
	
	
	
	
	

	Current 

Taxation


	
	         (2)
	
	      272


	
	         1,678                 
	
	            1,729

	Deferred taxation

                                                        
	
	        491

	
	       56
	
	(153)
	
	518

	Real Property Gain Tax
	  
	
	
	                                                                   
	
	
	
	

	Total
	
	489
	
	328
	
	1,525
	
	  2,247


The Group’s effective tax rate for the current quarter and financial period ended 30 September 2006 are inconsistent with the statutory tax rate mainly due to claims of certain tax incentives under the Income Tax Act, 1967, disallowable expenses for tax purpose and losses of certain subsidiaries which cannot be set off against taxable profit made by other subsidiaries.
6
Profits/(Losses) on 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.

7
Quoted Investments

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

8
Status of Corporate Proposals Announced but Not Completed

There was no corporate proposal being carried out during the period under review.
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9
Borrowings


Group borrowings as at 30 September 2006 are as follows: -

	
	
	30-09-2006
	
	31-12-2005

	
	
	RM’000
	
	RM’000

	Short term borrowings
	
	
	
	

	Secured
	
	13,936 
	
	 13,894

	Unsecured
	
	71,376
	
	53,142

	
	
	85,312
	
	67,036

	
	
	
	
	

	Long term borrowings, 
	
	
	
	

	Secured
	
	356
	
	2,504

	Unsecured
	
	3,955
	
	490

	
	
	4,311
	
	2,994

	
	
	
	
	

	
	
	89,623
	
	70,030


10
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.

11
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.

12
Proposed Dividends

There was no dividend paid for the current quarter and financial year-to-date.
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13
(Loss)/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 

30-09-2006


	
	Cumulative Current Year To Date

30-09-2006
	
	Individual Preceding Year Quarter 

30-09-2005


	
	Cumulative Preceding Year To Date

30-09-2005



	Net Profit for the period (RM’000)
	1,601


	
	2,502


	
	 1,399

	
	4,382



	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

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


	
	60,911,250


	
	60,911,250

	Basic Earnings per share (sen)
	2.63


	
	4.11


	
	2.30


	
	7.19


By Order of the Board
Ch’ng Lay Hoon

Company Secretary

Penang

Dated this 30th day of November 2006. 
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