LEE SWEE KIAT GROUP BERHAD (Company No. 607583-T)
B.
ADDITIONAL INFORMATION ON INTERIM FINANCIAL REPORT REQUIRED BY THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD (“ BURSA SECURITIES”)
LEE SWEE KIAT GROUP BERHAD (Company No. 607583-T)
B.
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1. Review of Financial Performance

The revenue and profit before tax of the Group for the current quarter amounted to RM16.5 million and RM0.142 million respectively. Comparative figures for the preceding year corresponding quarter are not available as the financial statements of the Group for the current quarter ended 31 December 2004 are drawn up for the first time. 

2.
Variation of Results Against Preceding Quarter

Not applicable as the financial statements of the Group for the current quarter ended 31 December 2004 are drawn up for the first time.

3. Current Year Prospects









The Group has achieved record turnover in the current year and sales has increased by 21% in the last quarter compared to previous quarter. The lower operating margin are due to the steep increase in raw materials prices. The group is actively employing cost-cutting measures to contain this unusual price hike. For taxation, there is a reduction in income tax provision due to tax incentive like allowance for increased in export and double deduction for promotion of local brand names. However, there is an additional provision of deferred tax of RM436,590 for the last quarter that results in loss after tax in the final quarter.

4.
Profit Forecast / Guarantee

Not applicable.

5.
Taxation


The deferred tax liabilities on deductible temporary differences recognised in the financial statements as required under the MASB 25 were as follows :-






Group

RM’000

Tax effect of

· excess of capital allowances over accumulated 

depreciation on property, plant and equipment

     3,108

------------

     2,621

=======

6.
Sale of Unquoted Investments and Properties
















There was no purchase or disposal of quoted securities for the quarter under review.


7. Purchase / Disposal of Quoted Securities
















There was no purchase or disposal of quoted securities for the quarter under review.


8. Status of the Corporate Restructuring Proposals


The Restructuring Scheme comprises the following:

(a)
Capital Reduction and Consolidation wherein LHGB’s existing issued and paid-up share capital be reduced from RM37,344,000 comprising 37,344,000 ordinary shares of RM1.00 each in LHGB (“LHGB Shares”) to 37,344,000 ordinary shares of RM0.025 each by the cancellation of RM0.975 of the par value of each existing LHGB Share and subsequent consolidation into 1,867,200 ordinary shares of RM0.50 each in LHGB (“Consolidated Shares”) on the basis of twenty (20) ordinary shares of RM0.025 each into one (1) Consolidated Share (Capital Reduction and Consolidation). Share Premium Reduction wherein upon completion of the Capital Reduction and Consolidation, the audited share premium account of LHGB of RM11,229,240 is to be written off against the accumulated losses of LHGB (Share Premium Reduction). The Capital Reduction and Consolidation and the Share Premium Reduction are collectively known as the Capital Reconstruction;

(b)
Shareholders’ Scheme wherein upon completion of the Capital Reconstruction, the Consolidated Shares of RM933,600 comprising 1,867,200 Consolidated Shares shall be exchanged with the new ordinary shares of RM0.50 each in LSKG (“LSKG Shares”), on the basis of one (1) Consolidated Share for every one (1) new LSKG Share. As a result, LHGB will become a wholly owned subsidiary of LSKG (“Shareholders’ Scheme”);

(c)
Debt Settlement wherein LSKG will issue 27,948,500 new LSKG Shares to the Scheme Creditors of LHGB in full satisfaction of the debt. There are also preferential and/or essential creditors which shall be settled entirely by a cash payment of approximately RM1,291,153 (“Debt Settlement”);  

(d)
Acquisition from Lee Swee Kiat & Sons Sdn Bhd(“LSKS”) and East Malaysian Growth Corporation Sdn Bhd (“EMGC”) of Lee Swee Kiat Holdings Sdn. Bhd. (Company No. 416427-K) (“LSKH”) at an aggregate purchase consideration of RM69,000,000 by issuing 138,000,000 new LSKG Shares at an issue price of RM0.50 each (“Acquisition”);

(e)
Exemption from the Securities Commission from the obligation to extend a mandatory offer to acquire the remaining shares in LSKG not already owned by them pursuant tot Part II Section 6 of the Malaysian Code On Take-Overs and Mergers 1998 (“The code”), as upon completion of the Proposed Acquisition, the vendors of LSKH will collectively control more than thirty three percent (33%) of the enlarged issued and paid-up share capital of LSKG. (“Exemtion”)

(f)
Disposal of LHGB wherein upon completion of the Acquisition, LSKG shall dispose of its entire interest in LHGB for a cash consideration of RM1.00 to facilitate its liquidation by way of winding up.(“Disposal ”);

(g)
Placement wherein in conjunction with the Restructuring Scheme, LSKS and EMGC, the vendors of LSKG will place 46,000,000 LSKG Shares for the purpose of meeting the public shareholding spread requirement for the listing of LSKG (“Placement”); and

(h)
Listing Status Transfer of LHGB to LSKG wherein LSKG will apply to Bursa Securities for admission to the Official List and the Listing of and quotation for its entire issued paid-up share capital on the Second Board of Bursa Malaysia which shall result in the delisting of LHGB (“Listing Status Transfer”).

(i)
As at the date of this report, the Restructuring Scheme has been fully completed and LSKG was successfully listed on the Second Board of the Bursa Malaysia Securities on the 29th of July 2004. LHGB was disposed of at a nominal value of RM1 on 26 July 2004.

9. Group Borrowings











The Group borrowings as at the end of the reporting quarter are as follows:




Short Term Borrowings












  Group












  RM’000


Bankers’ acceptances





20,269


Overdraft







     281


Long term loans due within twelve months


     792
  


Hire purchase creditors





     113












---------












21,455












=====



The bankers acceptances and loans of the Proforma Group bear interest at rates ranging from 2.86% to 8.00% per annum and are secured by:-

(i) Fixed charge on land and building of a subsidiary company

(ii) Fixed deposits;

(iii) Joint and several guarantees by certain directors of the group.


Long Term Liabilities











Group











RM’000


Term Loans







   5,509


Less : Portion due within twelve months



     (792)











----------


Portion due after twelve months




   4,717


Hire purchase creditors payable after one year


      246











----------



Total








   4,963

10.
Off Balance Sheet Financial Instruments

















As at the date of this report, the Group does not have any off balance sheet financial instruments.


11. Material Litigation


















The Group does not have any material litigation as at 23 February 2005.

12. Dividend

No dividend has been declared for the quarter under review.

13.
Net Earnings Per Ordinary Share

The proforma earnings per ordinary share is calculated based on the Group’s profit after taxation on the number of ordinary share of RM0.50 each of 167,815,704 in issue

Current 









Year-To-Date









Ended









31 Dec 2004









RM’000

Profit After Taxation

 



       396

Number of ordinary shares of RM0.50 each

167,816

Net EPS (sen)

  Basic






      0.24

  Diluted 






      0.24

Note: The total proforma profit after taxation for the 12 months ended 31 December 2004 is RM3.3 million (which includes the pre-acquisition profits of RM2.9 million, and the proforma EPS is 2.0 sen) 

By Order of the Board










Eric Lee

Executive Director

24 February 2005
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