SCGM  Bhd (Company no: 779028-H )

Notes To The Interim Report

For The Financial Period Ended 30 April 2008
(Unaudited)


Part A-Explanatory Notes Pursuant to FRS 134

1 Basis of Preparation

The unaudited interim financial statements have been prepared in accordance with the reporting requirements outlined in the Financial Reporting Standard ("FRS") No.134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board ("MASB"), and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements of the Company for the financial year ended 30 April 2007 and the audited proforma consolidated financial statements for the period ended 31 October 2007 as disclosed in the Prospectus dated 31 January 2008 and the accompanying explanatory notes attached to the financial statement. However, the holding company, SCGM Bhd (“SCGM”) has no audited financial statements as at 30 April 2007 as it was incorporated after that date. Consolidation was done using the acquisition method of accounting.
The significant accounting policies adopted are consistent with the audited financial statements for the financial year ended 30 April 2007 except for the adoption of the following new/ revised FRS. 

Effective after 1 May 2007:-

FRS 117 Leases

FRS 124 Related Party Disclosures
Effective after 1 January 2007:-

FRS 6 
       Exploration for and Evaluation of Mineral Resources (Not relevant to Group)
FRS 1192004  Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures (Not relevant to Group)
Effective after 1 July 2007:-

FRS 121amendment – The Effects of Changes in Foreign Exchange Rates – Net Investment in a Foreign Operation
FRS 107 Cash Flow Statements
FRS 111 Construction Contracts
(Not relevant to Group)
FRS 112 Income Taxes
FRS 118 Revenue
FRS 119 Employment Benefits
FRS 120 Accounting for Government Grants and Disclosure of Government Assistance
FRS 126 Accounting and Reporting by Retirement Benefits Plans
(Not relevant to Group)
FRS 129 Financial Reporting in Hyperinflationary Economics

(Not relevant to Group)
FRS 137 Provision, Contingent Liabilities and Contingent Assets

IC Interpretation 1 - Changes in Existing Decommissioning, Restoration and Similar Liabilities

IC Interpretation 2 - Member’s Shares in Co-operative Entities and Similar Instruments
IC Interpretation 5 - Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds
IC Interpretation 6 - Liabilities arising from Participating in a Specific Market – Waste Electrical and Electrical and Electronic Equipment

IC Interpretation 7 - Applying the Restatement Approach under FRS 1292004 Financial Reporting in Hyperinflationary Economics

IC Interpretation 8 - Scope of FRS 2
Deferred FRS 139 - Financial Instruments: Recognition and Measurement (MASB has yet to announce the effective date)
The adoption of FRSs does not have significant financial impact on the Group for the current quarter under review. The principal effects of the change in accounting policies resulting from the adoption of the FRSs are disclosed below:

(a) FRS 124 Related Party Disclosures
The adoption of FRS 124 does not have significant financial impact on the Group.
(b) FRS 117 Leases

Prior to 1 May 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification or leases of land and buildings. Leases of land and buildings are classified as operating or finance leases in the same way as leases of other assets and the land and building elements of a lease of land and buildings are considered separately for the purposes of lease classification. Leasehold land held for own use is now classified as operating lease and where necessary, the minimum lease payments or the up-front payments made are allocated between the land and the buildings elements in proportion  to  the  relative  fair  values for leasehold interests in the land element and buildings element of the lease at the inception of the lease. The up-front payment represents prepaid land lease payments and is amortised on a straight-line basis over the lease term.

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. At 1 May 2007, the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepaid land lease payments as allowed by the transitional provisions. The reclassification of leasehold land as prepaid land lease payments has been accounted for retrospectively and certain comparatives have been restated.

2 Auditors' Reports on Preceding Annual Financial Statements

The auditors' reports of preceding audited financial statements of the subsidiary for the financial year ended 30 April 2007 were not subject to any qualification. SCGM has no audited financial statements for the financial year ended 30 April 2007.

3 Seasonal or Cyclical Factors

The business operations of The Group were not materially affected by seasonal or cyclical factors during the current quarter under review.

4 Unusual Significant Items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the current financial year-to-date.

5 Changes in Estimates

There were no changes in estimates that had a material effect in the current quarter and year-to-date results.

6 Changes in Debt and Equity Securities

Save as disclosed in Note 11 of Part A, there have been no issuances, cancellations, repurchases, resale and

repayments of debt and equity securities during the current financial year-to-date.

7 Dividend Paid

No dividend was paid during the current financial year-to-date.

8 Segmental Reporting

The Group is principally engaged in the business segments of manufacturing and trading of plastic products. The

Company only acquired the operating subsidiary, Lee Soon Seng Plastic Industries Sdn Bhd (“LSSPI”)  on 18 December 2007  Segmental reporting is not applicable for the quarter under review.

9 Valuation of Property, Plant and Equipment

There was no valuation of the property, plant and equipment in the current quarter under review.

10 Material Subsequent Events

Acquisition

Acquisition of the entire issued and paid up share capital of LSSPI comprising 2,200,000 ordinary shares of RM1.00 each for a consideration of RM30,427,000 to be satisfied by the issuance of 60,854,000 SCGM Shares  (“SCGM Shares”) at par (“Acquisition”). The Acquisition was completed on 18 December 2007.
Rights Issue

Rights Issue (“ Rights Issue”) of 7,144,000 new ordinary shares of RM0.50 each in SCGM at an issue price of RM0.50 each to the existing shareholders of SCGM on the basis of approximately ten (10) new ordinary shares of RM0.50 each in SCGM for every eighty five (85) SCGM Shares held after the Acquisition. The Rights Issue was completed on 19 December 2007.
Listing on the Second Board of Bursa Securities

On 31 January 2008, the Company issued its Prospectus for its Initial Public Offering (“IPO”) in conjunction with its listing on the Second Board of Bursa Securities involving the following:-

(i) Public Issue

The Public Issue of 12,000,000 new shares at an issue price of RM0.78 payable in full on application upon

such terms and conditions as set out in the Prospectus and allocated in the following manner:-

No. of Public

Issue Shares to

be allocated

Eligible Directors and employees of the Group (by way of pink forms) 


  4,500,000

General public (by way of balloting) 






  6,000,000

Placement to investors 







  1,500,000

_________

12,000,000











=========

(ii) Offer for Sale

The Promoters undertook an Offer for Sale of 24,000,000 shares at the offer price of RM0.78 per offer share to Bumiputra investors approved/nominated by the MITI. 
(iii) Share Transfer

During the prescription period, the Promoters transferred a portion of their Shares amounting to 24,000,000 SCGM Shares to SCGM Lee Sdn Bhd (“SLSB”)  for a total consideration of RM12,000,000 satisfied via the issuance of 1,000 ordinary shares of RM1.00 each in SLSB to be issued at par and the balance of RM11,999,000 will remain as amount owing from SLSB to the Promoters.

As a result of the Public Issue, the paid-up capital of the Company increased from RM34,000,000 comprising 68,000,000 shares of RM0.50 each to RM40,000,000 comprising 80,000,000 shares of RM0.50 each.

The entire issued and paid-up share capital of the Company comprising 80,000,000 ordinary shares of RM0.50 each was listed on the Second Board of Bursa Securities on 28 February 2008. The shares were fully subscribed.
11 Changes in the Composition of the Group

In conjunction with, and as an integral part of IPO, SCGM acquired the entire issued and paid-up capital of LSSPI for a total purchase consideration of RM30,427,000.
The Acquisition was satisfied by the issuance of 60,854,000 new ordinary shares of RM0.50 each in SCGM at par value. The purchase consideration of RM30,427,000 was arrived at after taking into consideration the adjusted audited NTA as at 30 April 2007 of LSSPI. The Acquisition was completed on 18 December 2007 when the sale and purchase agreements became unconditional. The results contributed by the above subsidiary but treated as pre-acquisition were as follows:

                                   Current 

              
Year to 


  
date 


(“YTD”)

        
       30/04/2008
   
          RM'000

Turnover 







               
    40,802
Consolidated Profit before taxation





                                   6,067
Taxation 







                                    (985)

Consolidated Profit after taxation 





               
      5,082
The assets and liabilities arising from the Acquisitions are as follows:-

Acquiree

Company
Carrying

Amount

As at 31/10/ 2007
 RM'000

Property, plant and equipment







  21,608
Investment property








       530

Prepaid Land Lease Payment







       185

Inventories 









  10,619
Trade and other receivables 







  18,222
Trade and other payables 








  (7,105)

Bank borrowings









  (7,142)

Deferred income – government grant






      (241)
Tax recoverable
 








         71
Deferred Taxation 








  (1,689)

Finance creditors









   (1,641)
Dividend payable









   (4,244)

Fixed deposit with licensed banks







    1,157

Cash and bank balances 








         97
  30,427
12 Contingent Liabilities

There were no material contingent liabilities to be disclosed as at the date of this report.

13 Capital Commitments

Save as disclosed in the Section 11.11 (iii) of Prospectus dated 31 January 2008, there were no new material commitments for capital expenditure contracted for as at 30 April 2008.

14 Cash and Cash Equivalents 






As at 31/04/2008
RM'000

Cash & cash balances 








  3,834
Fixed deposits with licensed bank







  2,695
______

  6,529
=====

PART B: ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD'S

LISTING REQUIREMENTS

1 Review of performance

For information purposes, the operating results combining both pre- and post-acquisition profit of the Group for the period from 1 May 2007 to 30 April 2008, are set out below:-

Current 
Current          

Quarter      
   YTD
  Ended
                Ended

30/04/2008
30/04/2008
  RM’000
  RM’000

Turnover







  14,113

 64,470
Consolidated Profit before taxation 





    1,796    
   9,587
Taxation 







     (172)

 (1,627)

Consolidated Profit after taxation 





    1,624 

   7,960
As the Prospectus dated 31 January 2008 had disclosed the Proforma Results for the full year to 30 April 2008, the review of performance will assume that the Group has been in existence from 1 May 2007.
For year to date performance, the Group recorded Turnover of RM64.470 million (post-acquisition = RM23.668 million) and Profit after Tax of RM7.960 million (post-acquisition profit = RM2.878 million). This is mainly due to increased in sales price, securing of new customers and expansion of its business into upstream business, namely production of extruder sheets. 
2 Variation of Results Against Preceding Quarter

In the preceding corresponding quarter ended 31 January 2008, the Group achieved a sales turnover of RM18.706 million and profit before tax of RM2.459 million as compared to the current quarter revenue of RM14.113 million and profit before tax of RM1.796 million.

The decrease in sales turnover and profit before tax is due to some customers holding back purchases in April 2008 as a result of the financial meltdown in the U.S. as disclosed in B4.
3 Next Financial Year Prospects

Barring any unforseen circumstances, the Board of Directors is of the opinion that the Group will continue to achieve satisfactory performance and should be able to improve on its sales turnover as a result of price increases implemented in June 2008.
4 Variance Between Actual Profit and Forecast Profit

Save for the profit forecast as stated in the Prospectus dated 31 January 2008, the Group did not issue any profit forecast or profit guarantee in any public document during the current financial period.  For the financial period ended 30 April 2008, the Group (based on actual proforma consolidated results) recorded profit after tax of RM7.96 million, which is 6.6% lower than the estimated profit after tax of RM8.52 million.  This was due to a decline in sales turnover by 4.4%. Some customers have held back purchases in April 2008 as a result of the financial meltdown in the U.S.  They were some recessionary fears which has since abated.
5 Taxation 










Current 
Current          
Quarter      
   YTD
  Ended
                Ended

30/04/2008
30/04/2008
 RM’000
  RM’000

Current Tax Expense






       (163)
    1,175


Deferred Tax Expense






     (1,237)
       452
The effective tax rate of the Group for the current financial period was lower than the statutory tax rate mainly due to the availability of reinvestment allowance as well as a provision in Malaysia’s Budget 2004 that allows the small and medium scale companies’ first threshold of chargeable income amounting to RM500,000 to be only subject to corporate tax rate of 20%. 
6 Profits / (Losses) on sale of unquoted investments and/or properties respectively for the current quarter and financial year to date

Save as disclosed below, there were no purchases or disposals of unquoted investments and or properties by the Group during the quarter under review.

In conjunction with and as an integral part of the listing and quotation for the Company's entire enlarged issued and paid-up share capital on the Second Board of Bursa Securities, the following was executed:-

Acquisition of the entire issued and paid-up share capital of LSSPI, comprising 2,200,000 ordinary share of RM1.00 each for a total purchase consideration of RM30,427,000 to be  satisfied by the issuance of 60,854,000 new SCGM Shares at an issue price of RM0.50 per SCGM Share.

7 Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter under review and financial year to date.

8 Borrowings and Debt Securities

The Group's Borrowings as at 30 April 2008 are as follows:- 








Current 

Non-Current
Total

RM'000 

RM'000 

RM'000

Unsecured





         -

        -
                     -
Secured

Bankers' acceptances 




      1,592
        - 

   1,592
Hire purchase creditors 




      1,451 
       960  
   2,411
Term loans 





      1,770 
    1,888  
   3,658
   _________________________________

      4,813 
    2,848  
   7,661
  =========================
9 Off Balance Sheet Financial Instruments

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

10 Material Litigation

As at the date of this announcement, there are no material litigations against the Group or taken by the Group.

11 Dividends

For the financial year ended 30 April 2008, the Board proposes a final gross dividend of RM0.025 per share less 26% Malaysian Income Tax.  The proposed dividend is subjected to shareholders’ approval at the forthcoming AGM.
12 Earnings Per Share

12 months

Ended

30-Apr-08
RM'000

Profit attributable to shareholders 
(Proforma Basis)




              7,960










           ______

Weighted average number of Ordinary shares in issue
 (‘000)



            26,762
            











            ----------
Basic earnings per share (sen)
(Proforma Basis)





29.74










            ======

Post-acquisition profit








 2,898










            ______

Weighted average number of Ordinary shares in issue
 (‘000)



             26,762










             ----------
Basic earnings per share (sen)







10.83











             ======
The weighted average number of shares in issue is calculated as follows:-









               

    Weighted








No. of
    

No. of
    average no.








Shares
   Date of
days to
    of shares








  ‘000
     Issue

30-4-08
          ‘000

As at 29 June 2007




         #


     305

  #

New ordinary shares issued pursuant to 

the acquisition of LSSPI




60,854
   18 Dec 2007
      133
         22,174
New ordinary shares issued pursuant to

Rights Issue





  7,144
    19 Dec 2007
      132
           2,583

Public Issue





12,000        28 Feb 2008             61             2,005











        ______

Weighted average number of RM0.50 each






         26,762











        ----------
Note:
# denotes 2 ordinary shares of RM0.50 each

13 Corporate Proposals

Status of Corporate Proposals

(a) In conjunction with the IPO and pursuant to the Prospectus dated 31 January 2008, the Company carried out the following:-

(i) Public Issue

The Public Issue of 12,000,000 new shares at an issue price of RM0.78 payable in full on application upon such terms and conditions as set out in the Prospectus and allocated in the following manner:-

No. of Public

Issue Shares to

be allocated

Eligible Directors and employees, and other persons who have contributed to 

Success of the Group








4,500,000

Malaysian Public









6,000,000

Private Placement to selected investors 






1,500,000











            _________

             12,000,000











            =========
(ii) Offer For Sale

The Promoters undertook an Offer for Sale of 24,000,000 shares at the offer price of RM0.78 per offer share to Bumiputra investors approved/nominated by the MITI. 
(iii) Share Transfer

During the prescription period, the Promoters have transferred a portion of their Shares amounting to 24,000,000 SCGM Shares to SCGM Lee Sdn Bhd (“SLSB”)  for a total consideration of RM12,000,000 to be satisfied via the issuance of 1,000 ordinary shares of RM1.00 each in SLSB to be issued at par and the balance of RM11,999,000 will remain as amount owing from SLSB to the Promoters.
As a result of the Public Issue and Restricted Issue, the paid-up capital of the Company will increase from RM34,000,000 comprising 68,000,000 shares of RM0.50 each to RM40,000,000 comprising 80,000,000 shares of RM0.50 each.

The entire issued and paid-up share capital of the Company comprising 80,000,000 ordinary shares of RM0.50 each was listed on the Second Board of Bursa Securities on 28 February 2008.

(b) Utilisation of IPO Proceeds

The total gross proceeds arising from the Public Issue and the Restricted Issue will be utilised by our Group in the following manner:-


     Utilised           Estimated Timeframe for

        Amount
     30-4-08 
utilisation from the date 
         RM'000
     RM'000
of listing
(i) Capital expenditure / business expansion 
           3,165
        2,788
Within 24 months
(ii) Repayment of bank borrowings




- Term loan


           4,000
        4,000
Within 12 months

- Finance creditor


           1,000
        1,000
Within 12 months
(iii) Working Capital 


           3,167   
           338
Within 12 months
(iv) Estimated listing expenses 

           1,600
        1,722
Within 12 months





          ______  
        _____

             
           12,932      
        9,848
         ====== 
        =====
BY ORDER OF THE BOARD

________________
Lim Seck Wah
Company Secretary

