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SILVER BIRD GROUP BERHAD

(Company No. 277977-X)

(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS FOR THE QUARTER ENDED 31 OCTOBER 2002

1
ACCOUNTING POLICIES

The financial statements of the Group are prepared under the historical cost convention and in compliance with applicable approved accounting standards in Malaysia. The accounting policies and methods of computation followed in this quarterly financial statements are the same as those in the audited financial statements for the year ended 31 October 2001.

2
QUALIFIED AUDIT REPORT

The preceding audited financial statements for the year ended 31 October 2001 were not qualified.

3
UNUSUAL ITEMS AFFECTING ASSETS, LIABILITIES, EQUITY, NET INCOME OR CASH FLOWS


There were no unusual items for the financial year ended 31 October 2002.

4
CHANGES IN ESTIMATES

There were no changes in estimates of amounts reported in prior quarters of the current financial year that has a material effect in the current quarter.

5
TAXATION


Current Year 

4th Quarter

31/10/02

RM’000
Cumulative 

Current Year

To Date

31/10/02

RM’000





Current tax
290
840





The effective tax rate for the current year quarter and year to date is lower than the statutory income tax rate mainly due to the availability of reinvestment allowances.

6
PROFIT/(LOSS) ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

There were no sale of unquoted investments and properties for the current financial quarter and financial year-to-date.

7
QUOTED SECURITIES

There were no purchase or disposal of any quoted investments for the current quarter and financial year-to-date.

8
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current quarter and financial year-to-date.


9 VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The Group does not state any assets based on valuation of its property, plant and equipment.
10
STATUS OF CORPORATE PROPOSALS

10.1
On 25 June 2002, the Company announced that its wholly-owned subsidiary, namely, Standard Confectionery Sdn Bhd, had entered into a Sale and Purchase Agreement on 25 June 2002 for the proposed acquisition of 18 acres of freehold land (“Shah Alam Land”) with buildings thereon (collectively the “Property”) located in Taman Perindustrian Subang Utama, Shah Alam from Onkyo Shah Alam (Malaysia) Sdn Bhd for a total cash consideration of RM20.5 million (Proposed Acquisition”).

The Proposed Acquisition is pending the approval from the following parties:

(a) the relevant state authority for sub-division of the Shah Alam Land;

(b) the Foreign Investment Committee for the Proposed Acquisition;

(c) the shareholders of the Company at an Extraordinary General Meeting to be convened;
10.2 On 3 September 2002, the Company announced that its wholly-owned subsidiary, Standard Confectionery Sdn. Bhd. had entered into a Supply Agreement with Stanson Marketing Sdn. Bhd. (“SMSB”) (“Proposed Supply”) to manufacture “High 5” bread for SMSB.

Condition precedent of the Supply Agreement is as follows: -

The Proposed Supply shall be deemed to be a recurrent related party transaction pursuant to Chapter 10.09 of Kuala Lumpur Stock Exchange’s Listing Requirements, and therefore shall be subject to the approval of the Group’s shareholders at an General Meeting.

10.3
The utilisation of the proceeds from the Rights Issue and Public Issue of  

 RM28,212,000.00 is as follows:


As approved by Securities Commission (RM’000)
Utilised as at 16/12/2002

(RM’000)
Balance (RM’000)

Cost of construction and  

 acquisition of plant and 

 machinery for new factory 

 and corporate office
15,800
11,553
4,247

Repayment of bank

 borrowings
9,000
9,000
-

Working capital
1,512
1,512
-

Estimated listing expense
1,900
1,758
142


28,212
23,823
4,389

11 RELATED PARTY TRANSACTIONS


2002

RM’000

Transactions with directors/certain major shareholders of the Group and company in which they have interest:


- Sales from Standard Confectionery Sdn Bhd, a wholly-owned  

subsidiary of the Group, to Stanson Marketing Sdn Bhd 
13,001

- Rental paid to Dato’ Tan Han Kook
51

- Rental paid to Tan Han Foong
51

The above transactions are undertaken on an arm’s length basis and on the Group’s normal commercial terms. 

12 ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES

Save as disclosed below, there were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year-to-date.

(a)
Rights Issue

Rights issue of 29,784,000 ordinary shares of RM0.50 each at par was completed on 22 April 2002.

(b) Public Issue and Listing on the KLSE Second Board

The Company issued and allotted 14,800,000 ordinary shares of RM0.50 each at an issue price of RM0.90 per share on 30 May 2002 pursuant to its listing of and quotation for the entire enlarged issued and paid-up share capital of 80,000,000 ordinary shares of RM0.50 each on the Second Board of the KLSE.

(c) Executive Share Option Scheme (“Scheme”)

The Company allotted 26,000 and 79,000 new ordinary shares of RM0.50 each on 13 September 2002 and 4 October 2002 respectively at an exercise price of RM0.90 per share pursuant to the Scheme.

13
GROUP BORROWINGS

The Group borrowings as at 31 October 2002 are as follows: -


RM'000

Short term borrowings - secured
9,900

Long term borrowings - secured
4,511


14,411

14
CONTINGENT LIABILITIES

There were no contingent liabilities for the Group as at the date of this announcement.

15
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

As at the date of this announcement, the Company has given corporate guarantees amounting to RM95,788,200 to secure banking facilities granted to certain subsidiaries.

16
MATERIAL LITIGATION

There were no material litigation involving the Group as at the date of this announcement.

17
SEGMENTAL REPORTING – GROUP


Revenue

RM’000
Profit/(Loss) before

income tax

RM’000
Assets

Employed

RM’000

For the current financial year-to-date:




Bakery manufacturing
34,933
9,946
80,005

Operation of cafes and bakeries
2,979
(84)
2,422

Trading of bakery raw ingredients
5,497
143
5,576

Provision of warehousing & distribution services
1,656
27
1,463


45,065
10,032
89,466

No geographical segmental reporting is presented as the Group operates principally in Malaysia.

18
MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION OF THE CURRENT QUARTER AS COMPARED WITH THE PRECEDING QUARTER

The Group's profit before tax for the current quarter increased by 57% from RM2.4 million to RM3.8 million mainly attributable to an increase in turnover.

19
REVIEW OF PERFORMANCE

The Group's turnover increased by 12% from RM40.1 million in the financial year ended 2001 to RM45 million in the financial year ended 2002 mainly due to higher sales from the daily fresh and shelf stable range of bakery products.

20
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Group’s profit after tax for the financial year ended 31 October 2002 has met the forecast profit after tax published in the prospectus for the initial public offering purposes.

21
COMMITMENTS


2002

RM’000

Acquisition of land and building*
18,450

Acquisition of plant and machinery
10,635


29,085


*Acquisition subject to shareholders’ approval.

22
SUBSEQUENT MATERIAL EVENTS

Save as disclosed below, there were no material events subsequent to the quarter reported which have not reflected in the financial statements.

a) The proposed acquisition of property by the wholly-owned subsidiary, Standard Confectionery Sdn Bhd from Onkyo Shah Alam (Malaysia) Sdn Bhd for a total cash consideration of RM20.5 million as stated in note 10.1 above.

b) The wholly owned subsidiary, Standard Confectionery Sdn. Bhd. entered into a Supply Agreement with SMSB to manufacture “High 5” bread for SMSB as stated in note 10.2 above.

23
SEASONAL AND CYCLICAL FACTORS

The demand for certain non-core bakery products are seasonal in nature. The sales of these products
 are usually higher in the first and fourth quarters of the financial year.

24
PROSPECTS OF THE COMING FINANCIAL YEAR

The Group will remain focused on developing new range of daily fresh and shelf stable bakery products which to be introduced to the consumer market in the coming new financial year. Subsequent to the initial public offering, the Group is utilising part of the proceeds for the expansion of production line in order to cope with the increasing demand of the Group’s daily fresh and shelf stable bakery products in the market.

Besides, as stated in the note 10.2 above, Standard Confectionery Sdn Bhd has entered into a supply contract to produce and supply “High 5” bread to Stanson Marketing Sdn Bhd. This has further strengthened and improved the Group’s revenue base as bread is considered a necessity item for the consumers at large.

Barring unforeseen circumstances, the Board of Directors expects significant growth in the coming new financial year.

25
DIVIDEND

The Group had on 8 August 2002 made the payment of an interim tax-exempt dividend of 1.25 sen per ordinary share of RM0.50 each based on the post-listing number of issued and paid-up ordinary shares of 80,000,000, amounting to RM1,000,000.

The Board of Directors has recommended a tax-exempt final dividend in respect of the current financial year ended 31 October 2002 of 0.62 sen per ordinary share of RM0.50 each based on the number of issued and paid-up ordinary shares of 80,105,000 amounting to RM500,000 subject to shareholders’ approval.

26
EARNINGS PER SHARE

The basic earnings per share for the current year quarter has been calculated by dividing the Group’s net profit for the year of RM9,192,000 by the weighted average number of shares in issue of 57,726,000. The weighted average number of shares in issue is calculated as follows: -


CURRENT
CURRENT


YEAR 
YEAR 


4th QUARTER
TO DATE


31/10/02
31/10/02


RM'000
RM'000

Net profit attributable to members of the 



company 
3,480 
9,192 





Weighted average number of ordinary shares outstanding (‘000)
57,726
57,726





Earnings per share (sen)


6.03
15.92 

By order of the Board

Mah Li Chen

Lee Ming Leong

Company Secretaries

Kuala Lumpur


