SIN KEAN BOON GROUP BERHAD

(Company No. 219350 - H)

(Incorporated in Malaysia)

Notes to the interim financial report

1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and the additional disclosure requirements as in Part A of Appendix 9B of the Revised Listing Requirements.

The interim financial report should be read in conjunction with the most recent annual audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001 except for the following:-

i) the adoption of new MASB Standards taking effect this financial year:

a. MASB 20, Provision, Contingent Liabilities and Contingent Assets;

b. MASB23, Impairment of Assets; and

c. MASB 24, Financial Instruments.

The new accounting policies and method of computation adopted do not affect the result of the Group for the financial period or the stockholders’ equity; and

ii) early adoption of new MASB 25, Income Taxes whereby deferred tax on revaluation surplus is now recognized in the financial statements. Previously, deferred tax on the revaluation of land and building has not been recognized in the financial statements as the properties are held for long-term use

The effects of the change in accounting policy on preceding quarter (individual and cumulative quarters) are as follows:

	
	
	As Previously Reported
	Effect of Change in Policy
	As Restated

	
	
	RM’000
	RM’000
	RM’000

	Preceding year corresponding quarter

  31 December 2001
	
	
	
	

	
	
	
	
	

	Profit before taxation
	
	1,701
	-
	1,701

	Tax expense
	
	(255)
	-
	(255)

	Profit after taxation
	
	1,446
	-
	1,446

	Minority interest
	
	(1,433)
	-
	(1,433)

	Net profit for the period
	
	13
	-
	13

	Earnings per share (sen)
	
	0.07
	-
	0.07

	
	
	
	
	

	Cumulative preceding year corresponding   quarter 31 December 2001
	
	
	
	

	
	
	
	
	

	Profit before taxation
	
	2,430
	-
	2,430

	Tax expense
	
	(1,769)
	7
	(1,762)

	Profit after taxation
	
	661
	7
	668

	Minority interest
	
	(2,597)
	(3)
	(2,600)

	Net loss for the period
	
	(1,936)
	4
	(1,932)

	Loss per share (sen)
	
	(10.75)
	0.02
	(10.73)


The change in accounting policy has resulted in an increase in profit after tax for the current quarter and cumulative quarter  of  RM Nil and RM7,362 respectively.

The effects of the change in the accounting policy on the previous financial year’s financial statement are as follows:

	
	
	As Previously Reported
	Effect of Change in Policy
	As Restated

	
	
	RM’000
	RM’000
	RM’000

	At 31 December 2001
	
	
	
	

	
	
	
	
	

	- Shareholders’ Equity
	
	46,098
	(196)
	45,902

	- Minority Interest
	
	24,712
	(174)
	24,538

	- Deferred Taxation
	
	1,708
	370
	2,078

	- Net Tangible Assets per share (RM)
	
	2.48
	(0.02)
	2.46

	
	
	
	
	


The following notes explain the 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 2001.

2. Auditors’ qualification

No qualification on the audit report of the preceding annual financial statements of Sin Kean Boon Group Berhad. 

3. Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors.

4. Exceptional and extraordinary items

There were no material exceptional and extraordinary items for the year under review.

5. Changes in estimates
There were no material changes in the estimates used for the preparation of this interim financial report.

6. Debts and equity securities

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities for the current financial year to date.

7. Dividend paid 

A first and final dividend of 3% less 28% tax per share totaling RM388,800 in respect of the year ended 31 December 2001 was paid on 5 September 2002.

8. Segmental information

Segment information is presented in respect of the Group's business segment.

	
	12 months ended

31 December 2002
	12 months ended

31 December 2001

	
	Revenue
	Profit/(Loss) Before Taxation
	Revenue
	Profit/(Loss) Before Taxation

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Manufacturing
	74,888
	283
	85,553
	4,246

	Trading
	11,406
	(277)
	10,421
	(405)

	Investment holding and others
	1,408
	(2,344)
	2,476
	(1,790)

	
	
	
	
	

	
	87,702
	(2,338)
	98,450
	2,051

	Inter segment elimination
	(12,772)
	-
	(11,887)
	-

	
	
	
	
	

	
	74,930
	(2,338)
	86,563
	2,051

	Share of results of associated companies
	
	(182)
	
	379

	
	
	
	
	

	
	
	(2,520)
	
	2,430


Inter segment pricing is determined based on negotiated basis.

9. Property, plant and equipment

The property, plant and equipment are stated at cost less accumulated depreciation. 

There were no material write-down in property, plant and equipment during the year.

10. Events subsequent to balance sheet date

There were no material events subsequent to Balance Sheet date.

11. Changes in composition of the Group

There were no changes in the composition of the Group during the year.

12. Changes in contingent liabilities

There were no changes in contingent liabilities during the year under review. 

13. Capital commitments

	
	
	31 Dec 2002

	Property, plant and equipment
	
	RM

	
	
	

	   Contracted but not provided for in the financial statements
	
	203,000


14. Related party transactions

There were no non-recurrent related party transactions during the year under review.

15. Review of performance of the Company and its principal subsidiaries

The Group recorded a net profit after taxation of RM1.558 million for the fourth quarter of 2002 on a revenue of RM18.503 million.  The net profit attributable to shareholders was RM0.671 million or 3.73 sen per share for the fourth quarter of 2002 as compared to the net profit of RM0.017 million or 0.09 sen per share for the preceding year corresponding quarter.  The higher net profit was mainly due to the contribution from an associated company, increase in the turnover and improved performance in its principal subsidiaries.

Overall, the Group's results were still affected by the economic slow down world wide resulting in the lower demand for the subsidiaries products.

16. Variation of results against preceding quarter

The Group recorded a drop of 10.64% or RM2.205 million in revenue for the fourth quarter of RM18.503 million as compared to RM20.708 million in the preceding quarter.  Despite the drop, it recorded an operating profit of RM1.548 million as compared to the operating loss of RM1.384 in the third quarter. 

As a result, the net profit after tax was RM0.671 million as compared to the net loss after tax of RM1.708 million in the third quarter. This was mainly due to the improved performance of the principal subsidiaries involved in pallet racking and aluminium extrusion profiles and its related products and also from the associated company. In addition, during the third quarter, there was an exercise to write off a portion of the intangible assets and diminution of investments.

17. Current year prospects

The prevailing uncertainties in the world and local sentiment pose a challenging environment for improved performance. The Group continues to take the initiative to expand the existing product range and market horizon.

18. Variance of actual profit from forecast profit

Not applicable as no profit forecast was published.

19. Tax expense

	
	Individual Quarter
	Cumulative

	
	Current year 

31 Dec 2002
	(Restated)

Preceding year 

31 Dec 2001
	Current year 

31 Dec 2002
	(Rested)

Preceding year 

31 Dec 2001

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current taxation

· Based on results for the period

· Prior years
	14

-
	(45)

(24)
	65

-
	1,276

(24)

	
	
	
	
	

	Share of associated companies’ results
	(9)
	(60)
	(9)
	140

	
	
	
	
	

	Deferred taxation
	-
	377
	(7)
	370

	
	
	
	
	

	
	5
	248
	49
	1,762


The Group's effective tax rate is higher than the prima facie tax rate as the tax charge relates to tax on profits of certain subsidiaries which cannot be set-off against losses of other subsidiaries for tax purposes as group relief is not available.
20. Unquoted investments and properties

There were no profits on sales of investments and properties as there were no disposals of investments and properties during the period under review.

21. Quoted investments

There were no material purchases or disposals of quoted shares for the period under review.

Investments in quoted securities as at 31 December 2002

	
	
	Cost
	Book value
	Market Value

	
	
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Total quoted investment
	
	1,956
	170
	170


22. Status of corporate proposals announced

i)    On 11 November 1997, the Company announced that it has entered into a conditional sale and purchase agreement to acquire 2,760,000 ordinary shares of RM1.00 each representing the entire issued and paid up capital of Asas Cergas Sdn Bhd for a cash consideration of RM8.3  million.  On 25 February 2002, SKB Metal Sdn Bhd (the vendor), wrote to terminate the sale and purchase agreement. On 21 March 2002, the Company accepted the said termination and/or repudiation and demanded for the refund of RM1.2million being deposit paid under the agreement.

ii) On 13 December 2002, the Company submitted the application to the Securities Commission (“SC”), Ministry of International Trade and Industry (“MITI”) and Foreign Investment Committee (“FIC”) in respect of the following corporate exercise: -

a)   
Proposed bonus issue of up to a maximum of 22,500,000 new ordinary shares of RM1.00 each on the basis of five (5) new ordinary shares of RM1.00 each for every four (4) existing ordinary shares of RM1.00 each held (“Proposed Bonus Issue”); 

b)
Proposed private placement of up to 10% of the issued and paid up share capital (“Proposed Private Placement); and

c)
Proposed establishment of an employees’ share option scheme (“Proposed ESOS”)

The above Proposed Bonus Issue, Proposed Private Placement and Proposed ESOS are collectively  known as the “Proposals”.

The Proposals was approved by the SC on 13 February 2003 whereas the Proposed Private Placement was approved by the MITI and FIC on 10 February 2002 and 27 January 2003 respectively.  

However, the Proposals is subject to shareholders’ approval and the approval of  the Kuala Lumpur Stock Exchange for the listing of and quotation for the new ordinary shares of RM1.00 each to be issued.

23. Group borrowings and debts securities

	
	
	
	
	31 Dec 2002

	
	
	
	
	RM’000

	Current
	
	
	
	

	Secured
	
	
	
	37

	
	
	
	
	

	Unsecured
	
	
	
	20,868

	
	
	
	
	

	
	
	
	
	20,905

	
	
	
	
	

	Non-current
	
	
	
	

	Secured
	
	
	
	1

	
	
	
	
	

	Unsecured
	
	
	
	22

	
	
	
	
	

	
	
	
	
	23


The above borrowings are denominated in Ringgit Malaysia.

24. Off balance sheet financial instruments

During the financial year to date, the group did not enter into any contracts involving off balance sheet financial instruments.

25. Changes in material litigation

Penang High Court (No.2) Civil No:22-205-2002

On 17 April 2002, SKB Metal Sdn Bhd commenced legal proceeding vide High Count (No.2) Civil Suit No:22-205-2202 against the Company claiming for losses of RM12,590,923.00 and damages for breach of contract, in respect of 8% per annum and legal costs. On 5th June 2002 the company filed Defence and Counterclaim. On 10 August 2002, SKB Metal Sdn Bhd made an application for Further and Better Particulars of the Company’s Defence and Counterclaim, which was fixed for hearing on 6 September 2002. On 10 September 2002 the Senior Assistance Registrar dismissed the said application with costs. On 17 September 2002, SKB Metal Sdn Bhd filed an appeal to the Judge In Chambers, which was fixed for hearing on 29 October 2002. On 29 October the Judge directed both parties to file Written Submissions and fixed the matter for mention on 12 December 2002.  On 12 December 2002, the Judge further fixed the matter for mention on 26 February 2003 pending Written Submissions. On 26 February 2003, as the Plaintiff had not filed their Written Submissions, the Judge fixed the matter for mention on 7 May 2003 to ensure all Written Submissions are in the Court file on that date.

Penang High Court (No.2) Civil No:22-104-2002

On 5 March 2002, Asas Cergas Sdn Bhd and SKB Metal Sdn Bhd commenced legal proceeding against the Company’s wholly owned subsidiary Sin Kean Boon Metal Industries Sdn Bhd (“SKBM”) vide Penang High Court Suit No:24-104-2002 claiming vacant possession and double rental in respect of the tenancy. SKBM had filed defence and counterclaim amongst other things, that SKBM have a 30 years lease, alternatively, that they are entitled to compensation of approximately RM10 million being the investment cost and also all consequential damages flowing from the breach by Asas Cergas and SKB Metal Sdn Bhd. SKBM and the Company obtained an injunction restraining Asas Cergas and SKB Metal Sdn Bhd proceeding with or executing any writ of Distress on SKBM. Asas Cergas and SKB Metal Sdn Bhd have lodged appeals in the Court of Appeal against the Injunction Order. No hearing dates have been fixed for these appeals. In the meantime, on 29 May 2002, Asas Cergas and SKB Metal Sdn Bhd flied an application to strike out SKBM’s Defence and Counterclaim which was fixed for nearing by oral and writer submission on 6 September 2002, 13th September 2002 and 23 September 2002. On 30th September 2002, the Senior Assistant Registrar dismissed said application. On 29 October 2002, Asas Cergas and SKSB Metal Sdn Bhd flied an appeal to the Judge in Chambers which has been fixed for hearing on 27 November 2002 and is now postponed to 24 February 2003. On 24 February 2003, the Plaintiff’s solicitors have filed an application to discontinue their suit. However, the Plaintiff’s said application has not yet been served on the Company. The Court has fixed the hearing of the Plaintiff’s application to discontinue on 13 March 2003.

Penang High Court (No. 3) Saman Permula (Ex-parte) No. 24-734-2002

On April 2002, SKB Metal Sdn Bhd commenced legal proceeding for a Writ of Distress against SKBM but the High Court has granted an injunction preventing them from proceeding with this Writ of Distress or in any other proceeding. Pending the said injunction the matter has been fixed for mention only on 24  February 2003. On 24 February 2003, the Plaintiff’s solicitors have filed a Notice of Discontinue in this matter without the Defendant’s consent. The Court has fixed the matter for mention on 13 March 2003 pending the resolution on the issue of costs. 

26. Dividend proposed

The directors have proposed a first and final dividend of 3% less 28% tax on existing 18,000,000 ordinary shares of RM1 each, totaling RM388,800 in respect of the year ended 31 December 2002. The new shares to be issued from the proposed proposals as stated in Note 22 will not be entitled to the above mentioned first and final dividend for the year ended 31 December 2002.

27. Basic earning per share

The calculation of basic earnings per share for the current quarter and cumulative quarter are based on the net profit/(loss) attributable to ordinary shareholders of RM671,000 and (RM3,182,000) on the number of ordinary shares outstanding during the quarter of 18,000,000.

By Order of the Board

Diong Chin Teck

Lam Voon Kean

Joint secretaries

Dated this day of 27 February 2003
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