SCGM  Bhd (Company no: 779028-H )

Notes To The Interim Report

For The Financial Quarter Ended 31 July 2012
(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 the Bursa Malaysia Securities Berhad. 
The significant accounting policies and methods of computation adopted in the preparation of this interim financial statements are consistent with those adopted in the audited financial statements for the year ended 30 April 2012 which includes the adoption of new/revised FRS effective for the financial period. The initial application of the FRSs, Amendments to FRSs and IC Interpretations, which will be applied prospectively or which requires extended disclosures, is not expected to have any significant financial impact to the financial statements of the Group upon their first adoption.
The interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 30 April 2012 and the accompanying explanatory notes attached to this interim financial report.
The adoption of the revised FRSs and amendments to FRSs do not have significant financial impact on the Group and the Company.

FRSs, Revised FRSs, IC Interpretations (“IC Int.”) and Amendments to FRSs Issued but Not Effective

At the date of issuance of this quarterly report, the FRSs, revised FRSs, IC Int. and amendments to FRSs which were in issue but not yet effective are as listed below:

FRSs, Revised FRSs, IC Int. and Amendments to FRSs 



Effective date

FRS 9 


Financial Instruments (IFRS 9 issued by IASB

1 January 2013




in November 2009)

FRS 9 


Financial Instruments (IFRS 9 issued by IASB

1 January 2013



in October 2010)







FRS 10 


Consolidated Financial Statements 


1 January 2013

FRS 11 


Joint Arrangements 




1 January 2013

FRS 12 


Disclosure of Interests in Other Entities 


1 January 2013

FRS 13 


Fair Value Measurement 




1 January 2013

FRS 119 

Employee Benefits (Revised) 



1 January 2013

FRS 127 

Separate Financial Statements (Revised) 


1 January 2013

FRS 128 

Investments in Associates and Joint Ventures

1 January 2013




(Revised)

IC Int. 20 

Stripping Costs in the Production Phase of a 

1 January 2013




Surface Mine

Amendments to 

Government Loans 




1 January 2013

FRS 1

Amendments to 

Disclosures – Offsetting Financial Assets and

1 January 2013

FRS 7 


Financial Liabilities




Amendments to 

Mandatory Effective Date of FRS 9 and


1 March 2012

FRS 9


Transition Disclosures (IFRS 9 issued by




IASB in November 2009 and October 2010)

Amendments to 

Presentation of Items of Other Comprehensive

1 July 2012

FRS 101 

Income

Amendments to 

Offsetting Financial Assets and Financial


1 January 2014
FRS 132 

Liabilities

The above FRSs, revised FRS, IC Int. and amendments to FRSs will be adopted in the financial statements of the Group and the Company when they become effective and that the adoption of these FRSs and Interpretations will have no significant impact on the financial statements of the Group and the Company in the period of initial application.
Malaysian Financial Reporting Standards (“MFRSs”)

On 19 November 2011, the Malaysian Accounting Standards Board (MASB) issued a new MASB approved accounting framework, the MFRS Framework. The MFRS Framework is to be applied by all Entities Other Than Private Entities for annual periods beginning on or after 1 January 2012, with the exception of entities that are within the scope of MFRS 141 Agriculture (MFRS 141) and IC Interpretation 15 Agreements for Construction of Real Estate (IC 15), including its parent, significant investor and venturer (herein called ‘Transitioning Entities’).

Transitioning Entities will be allowed to defer adoption of the new MFRS Framework for an additional one year. Consequently, adoption of the MFRS Framework by Transitioning Entities will be mandatory for annual periods beginning on or after 1 January 2013. On 4 July 2012, the MASB has decided to allow Transitioning Entities to defer the adoption of the MFRS Framework for another year. The MFRS Framework will therefore be mandated for all companies for annual periods beginning on or after 1 January 2014. The Group has opted to defer the adoption of the new MFRS framework and accordingly, the Group will be required to prepare its financial statements using the MFRS Framework in its first financial statements for the financial year ending 31 December 2014.
2 Auditors' Reports on Preceding Annual Financial Statements

The auditors' reports for the immediate preceding annual financial statements for the financial year ended 30 April 2012 were not subject to any qualification. 
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 for the current quarter and current financial year-to-date.

5 Changes in Estimates

There were no changes in estimates of amounts reported in the prior financial years that have a material effect in the current quarter and year-to-date results.

6 Changes in Debt and Equity Securities

There have been no issuances, cancellations, repurchases, resale and repayments of debt and equity securities, shares held as treasury shares and resale of treasury shares for current quarter and financial year-to-date.

7 Dividend Paid

There was no dividend paid during the current quarter under review. 

8 Segmental Reporting

Detailed segmental reporting is not provided as the the Group’s primary business segments is principally engaged in the manufacturing and trading of plastic and its operation is principally located in Malaysia. However, export sales amounted to RM11.2 million and local sales amounted to RM14.3 million.
9 Valuation of Property, Plant and Equipment

There was no valuation of the property, plant and equipment in the current quarter under review save for a 1 ½ storey terrace light industrial building in Seberang Perai, Pulau Pinang belonging to its 100% owned subsidiary company, Lee Soon Seng Plastic Industries Sdn Bhd and is valued by Henry Butcher Malaysia at RM470,000. The purpose of this valuation was for its subsequent disposal in August 2012.
   10 Material Subsequent Events

There were no material events subsequent to 31 July 2012 up to latest practicable date, 21 September 2012 that have not been reflected in the financial statements for the current quarter and financial year-to-date other than that mentioned in B14 regarding the approval of the Proposed Private Placement at an EGM dated 17 May 2012.
   11 Changes in the Composition of the Group

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

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

   13 Capital Commitments

Capital expenditure on Equipment, plant and machinery valued at RM0.199 million were contracted for and delivered as at 31 July 2012.

   14 Cash and Cash Equivalents 






As at 31/07/2012
RM'000

 Cash & cash balances 








  2,775
 Fixed deposits with licensed bank







     164  
______

  2,939
=====

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

LISTING REQUIREMENTS

1 Review of performance

For the current quarter performance, the Group recorded a Sales Turnover of RM25.545 million which was 19.0% higher than the preceding year’s corresponding quarter Sales Turnover of RM21.473 million. The Profit before Tax of RM2.547 million was 34.8% higher than the RM1.889 million recorded in the preceding year’s corresponding quarter. The sales performance was commendable as it is an improvement over previous year’s performance despite a challenging external environment. Aggressive marketing for new customers helped. The Hari Raya festival falling earlier in August also boosted sales. The Profit before Tax was also very commendable compared to previous year’s performance as the input costs such as oil, power and raw materials were quite stable in the current quarter. There was also better economies of scale which reduces the overall unit cost.
2 Variation of Results Against Preceding Quarter

The current quarter Group's profit before tax of RM2.547 million was 15.8% higher than the profit before tax of RM2.200 million recorded in the preceding quarter which was commendable. Input cost such as labour, fuel and electricity which impacts on margins was stable in the current quarter of the financial year compared to the preceding quarter as world commodity prices remained stable. Economies of scale which reduces the overall unit  cost also helped.
The current quarter Sales Turnover of RM25.545 million as compared to the preceding corresponding quarter ended 30 April 2012 Sales Turnover of RM21.986 million was higher by 16.2%. This quarter sales performance was commendable and is in line with higher demand from growing Asian markets. The Hari Raya festival falling earlier in August also boosted sales.
3 Prospects

The Board of Directors is of the opinion that for the financial year ending 30 April 2013 the financial results can be improved although profit margins may be slightly affected due to the volatile world economy. The Board will try to improve on its sales turnover for the current financial year as it continuously source for new customers to sustain its growth.  
Despite a recent fall in the prices of certain raw materials, the prices of the key materials remain fairly high which will affect the input cost. As such, we are expecting the profits to be at least maintained going forward to the next quarter as the global economy recovers albeit slowly. Marketing expansion plans for the overseas markets is continuing such as to Australia, Europe and U.S. 
4 Variance of Profit Forecast/Profit Guarantee
There was no profit forecast or profit guarantee given in respect of the current period.

5 Taxation 










Current 
Current          
Quarter      
   YTD
  Ended
                Ended

31/07/2012
31/07/2012
 RM’000
  RM’000

Current Tax Expense






        360
 
        360
Deferred Tax Expense






            0

             0
6 Quoted Securities

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

7 Borrowings and Debt Securities

The Group's Borrowings as at 31 July 2012 are as follows:- 








Current 

Non-Current
Total

RM'000 

RM'000 

RM'000

Unsecured





           -

         -
                      -
Secured

Bankers' acceptances 




         841                       - 

      841
Hire purchase creditors 




      1,032 
       559 
   
   1,591
Term loans 





      1,154 
       449  
   1,603
    _________________________________

      3,027 
     1,008  
   4,035
 ==============================
8 Off Balance Sheet Financial Instruments

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

9 Material Litigation

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

10 Dividend Proposed

The first and final tax exempt dividend of 3.0 sen per ordinary share for the financial year ended 30 April 2012 was approved at shareholders’ meeting to be paid on 19 October 2012.
11 Earnings Per Share






  Current
Preceding
Cumulative
Preceding






     QTR

     QTR 

      YTD

     YTD
Basic Earnings Per Share
   Ended

    Ended
    Ended
    Ended




  31/07/12
   31/07/11
   31/07/12
   3`/07/11
Profit attributable to equity

holders of the parent (RM'000)
      2,187
      1,670
       2,187
      1,670
Weighted average number of

ordinary shares in issue ('000)
    80,000
    80,000          
     80,000
    80,000
Basic earnings per share (sen)
        2.73
       2.09  
         2.73
       2.09
12 Realised and Unrealised Retained Earnings

	Unaudited
	Audited

	As at
	As at

	31 July
	30 April

	2012
	2012

	RM'000
	RM'000

	Total retained profits of the Company and its subsidiaries

	- Realised profit/(loss)
	47,576 
	47,576 

	- Unrealised profit/(loss)
	(643) 
	 (2,831) 

	Retained profits (exclude reverse acquisition reserve)
	46,933 
	 44,745 


13 Profit before tax
Profit before tax is arrived at after charging/(crediting) the following items:- 








3 months 
3 months









   ended   
   ended









31.7.2012 
31.7.2012









  RM'000
  RM'000
(a) Interest income 





          (2)    
          (2)
(b) Fixed asset write-off




 
            3   
            3

(c) Foreign exchange (gain)/loss




          53

          53
(d) Interest expense





          61

          61
(e) Depreciation and amortization




        955     
        955
(f) Rental income






          (8)                         (8)

14 Corporate Proposal 
Proposed Private Placement
On 30 March 2012, the Company, through OSK Investment Bank Berhad (“Adviser”), announced that it would undertake a proposed private placement exercise (“Proposed Private Placement”) which entails the issuance of up to 12,000,000 ordinary shares of RM0.50 or up to fifteen percent (15%) of the issued and paid-up share capital in the company (“Placement Shares”) at an issue price to be determined later. Further, on 6 April 2012 the Company announced a submission of listing application for the Placement Shares have been made to Bursa Malaysia Securities Berhad (“Bursa Securities”), which was approved on 19 April 2012 subject to the following conditions: 

(i) SCGM and its adviser must fully comply with the relevant provisions under the Main Market Listing   Requirements of Bursa Securities (“Listing Requirements”) pertaining to the implementation of the Proposed Private Placement;
(ii) SCGM and its adviser to inform Bursa Securities upon completion of the Proposed Private Placement; SCGM to furnish Bursa Securities with a written confirmation of its compliance with the terms and conditions of Bursa Securities’ approval once the Proposed Private Placement is completed; and 

OSK Investment Bank Berhad must submit to Bursa Securities the placees’ details in accordance with Paragraph 6.15 of the Listing Requirements as soon as practicable after each tranche of placement and before the listing of the new shares to be issued pursuant to the Proposed Private Placement.
The quotation of the new ordinary shares to be issued pursuant to the Proposed Private Placement will commence on the next market day after the following:
(i) Submission of the share certificate together with a covering letter containing the summary of the corporate proposal to Bursa Malaysia Depository Sdn Bhd (“Bursa Depository”) before 10.00 a.m. on the market day prior to the listing date;
(ii) Receipt of confirmation from Bursa Depository that the additional new shares are ready for crediting into the securities accounts of the respective account holders; and
(iii) An announcement in accordance to Paragraph 13.2 of Practice Note 28 is submitted via Bursa Link before 3.00 p.m. on the market day prior to the listing date.
SCGM is required to furnish Bursa Securities with a certified true copy of the resolution passed by the shareholders approving the Proposed Private Placement, and to ensure full compliance of all the requirements as provided under the Listing Requirements at all times.
On 17 May 2012, the ordinary resolution to approve the Proposed Private Placement was duly passed and carried at the Extraordinary General Meeting.
The Proposed Private Placement is pending for implementation.
