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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 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those accounting policies, including the early adoption of MASB 25 on Income Taxes, adopted in the financial statements for the year ended 31 December 2002.

2. Auditors’ qualification

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

3. Seasonality or cyclicality factors

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

4. Exceptional and extraordinary items

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

5. Change in estimates

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

6. Change in debt and equity securities

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

7. Dividends paid 

No dividend was paid for the current quarter ended 31 March 2003.

8. Segment revenue and results

No segment information by business activities has been prepared as the Group’s activities involves is primarily in one sector of operations only.

9. Revaluation of 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 quarter under review.

10. Material post balance sheet events

On 21 April 2003, the Group received a notification dated 10 April 2003 from Companies Commission of Malaysia (“CCM”) informing that CCM shall within one month from 10 April 2003 publish in the Gazette for the purpose of striking off Feng Te Group Sdn Bhd (“FTGSB”), a wholly-owned sub-subsidiary from the Register unless notification that FTGSB is carrying on business or in operation. 

On 12 May 2003, the Group received a notification dated 2 May 2003 from CCM informing that CCM has not received any notification within the one (1) month period that FTGSB is carrying on business or in operation. As such, CCM shall at the expiration of three (3) months from 2 May 2003 struck off FTGSB  from the register and FTGSB shall be dissolved accordingly. 

11. Changes in Group’s composition

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

12. Changes in contingent liabilities and assets

There were no changes in contingent liabilities and assets during the period under review. 

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

The Group recorded a net profit after taxation of RM0.306 million for the first quarter of 2003 on the revenue of RM19.553 million.  The net profit attributable to shareholders was RM0.179 million or 0.99 sen per share for the first quarter of 2003 as compared to the net loss of RM1.343 million or 7.46 sen per share for the preceding year corresponding quarter.  The net profit arose mainly from the increased in the revenue and improved performance in its principal subsidiaries, improved performance of an associated company and the writing back of overprovision of taxation in prior year.

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

14. Variation of results against preceding quarter

The Group recorded a small increase of 5.67% or RM1.050 million in revenue for the first quarter of 2003 RM19.553 million as compared to RM18.503 million in the preceding quarter.  Despite the increases in revenue, the Group recorded a drop in the operating profit of RM1.264 million or 81.65% from RM1.548 million in the fourth quarter of 2002 to RM0.284 million in the first quarter of 2003. 

As a result, the net profit after tax also dropped by 80.35% or RM1.252 million from RM1.558 million  in the fourth quarter of 2002 to RM0.306 million in the first quarter of 2003. This was mainly due to the lower profit margin that caused by market competitiveness especially in the terms of pricing and the higher manufacturing costs due to the higher cost of raw materials.
15. Current year prospects

The prevailing uncertainties in the world and local environment arising from the Severe Acute Respiratory Syndrome (SARS) will certainly pose new challenges to the performance of the Group.  The Group will be taking positive steps to mitigate the problem.

16. Variance of profit forecast 

Not applicable as no profit forecast was published.

17. Tax expense


Individual Quarter
Cumulative


Current year 

31 March 2003
Preceding quarter 

31 March 2002
Current year 

31 March 2003
Preceding quarter 

31 March 2002


RM’000
RM’000
RM’000
RM’000







Current taxation

· Based on results for the period

· Prior years
-

(276)
281

-
-

(276)
281

-







Share of associated companies’ results
-
-
-
-







Deferred taxation
-
-
-
-








(276)
281
(276)
281

There is no tax charge in relation to the business income for the Group in the financial year mainly due to the utilisation of unutilised business loss and unabsorbed capital allowances brought forward.

The Group's effective tax rate was 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.
18. Profit/(Loss) on sale of unquoted investments and/or properties for current quarter and financial year-to-date

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

19. Purchase or disposal of quoted securities

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

Investments in quoted securities as at 31 March 2003



Cost
Book value
Market Value



RM’000
RM’000
RM’000







Total quoted investment

1,956
170
103

20. Status of corporate proposals

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.  

The Proposals has been approved by the shareholders on 29 May 2003.  However, the Proposals is subject to 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.

21. Group borrowings and debts securities





31 March 2003





RM’000

Current





Secured



30







Unsecured



22,448











22,478







Non-current





Secured



-







Unsecured



17











17

The above borrowings are denominated in Ringgit Malaysia.

22. 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.

23. Changes in material litigation  

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

On 17 April 2002, SKB Metal Sdn Bhd (“SMSB”) (a non-related company to the SKB Group) commenced legal proceedings vide High Court (No. 2) Civil Suit No.: 22-205-2002 against Sin Kean Boon Group Berhad (“SKB Group”) claiming for losses  of RM12,590,923 and damages for breach of contract plus interest at 8% per annum and legal costs.

This claim is in respect of two Sale and Purchase Agreements for SMSB to sell and for SKB Group to purchase the entire share capital of Asas Cergas Sdn Bhd (“ACSB”) (a wholly-owned subsidiary of SMSB).  ACSB is the registered owners of Lot Nos. 466 & 472, Jalan Perusahaan  Baru Satu, Prai [see (b) below].  SMSB has terminated the Sale and Purchase Agreements.  SKB Group accepted the termination and demanded for a refund of RM 1.2 million being the deposit paid by SKB Group to SMSB under the Agreements.  SKB Group has counterclaimed for this RM1.2 million in its counterclaim.

On 5 June 2002 SKB Group filed defence and counterclaim.  On 10 August 2002, SMSB made an application for further and better particulars of SKB Group’s defence and counterclaim, which was fixed for hearing on 6 September 2002.  On 10 September 2002 the Senior Assistant Registrar dismissed the said application with costs.  On 17 September 2002, SMSB filed an appeal to the Judge in Chambers which was fixed for hearing on 29 October 2002.  On 29 October 2002, the Judge directed both parties to file written submissions and fixed the matter for mention on 12 December 2002, and subsequently on 26 February 2003.  On 26th February 2003, as SMSB had not filed their written submissions, the Judge fixed the matter for mention on 7 May 2003.  On 7 May 2003, the Judge fixed the matter for hearing on 29 September 2003.  The above case is at a preliminary stage.

The Directors have received legal opinion to the effect that the final outcome of the above suit would be favourable to the Company.

23.  Changes in material litigation (Cont’d)

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

On 5 March 2002, ACSB and SMSB commenced legal proceedings against the Company’s wholly owned subsidiary, Sin Kean Boon Metal Industries Sdn Bhd (“SKBMI”) vide Penang High Court Civil Suit No: 22-104-2002 claiming vacant possession and double rental in respect of the tenancy of Lot Nos 466 & 472, Jalan Perusahaan Baru Satu, Prai Industrial Estate 3, 13600 Prai, Penang.  On 10 October 2002, SKBMI has filed defence and counterclaim, claiming amongst other things, that SKBMI has a 30 years lease, alternatively, that they are entitled to compensation of approximately RM10.0 million being the investment cost and also all consequential damages flowing from the breach by ACSB and SMSB.

On 17 May 2002, SKBMI and SKB Group obtained an injunction restraining ACSB and SMSB from proceeding with or executing any Writ of Distress on SKBMI.  ACSB and SMSB have lodged appeals in the Court of Appeal against the Injunction Order.  Subsequently, the appeal against the injunction has been withdrawn.  The injunction obtained by SKBMI and SKB Group is maintained.

On 13 March 2003, ACSB and SMSB has discontinued their claim in Civil Suit No. 22-104-2002 and the Court has ordered them to pay costs to SKBMI.  SKBMI and SKB Group will be proceeding with their counterclaim against ACSB and SMSB. The said counter claim Civil Suit No. 22-104-2002 has not yet been fixed for trial.  

Meanwhile, SKBMI has been paying the monthly rental of RM46,300 per month without fail to its solicitors as stakeholders pending adjudication of this matter.  SKB Group has been advised by their solicitors, Messrs Sitham & Associates, that they have a reasonably strong Defence and Counterclaim, and that it would probably take one to two years for the trial of this civil suit and for the Court to adjudicate on this matter.  SKBMI and SKB Group have counter-claimed for amongst other things, an order that any rental found due and payable from SKBMI to ACSB and SMSB if any, be set off from the RM1.2 million already paid by SKB Group to SMSB.  [see: para (a)]

(c) Penang High Court (No. 3) Saman Permula (Ex-parte) No. 22-734-2002

On April 2002, SMSB commenced legal proceedings for a Writ of Distress against SKBMI but the High Court has granted an injunction in case (b) above preventing SMSB and ACSB from proceeding with this Writ of Distress or in any other proceedings.  On 13 March 2003, SMSB has discontinued this action with costs to be paid to SKBMI.

(d)
By letter dated 21 March 2003, SMSB demanded for rent of RM972,000 and interest of RM74,078 for the period of July 2001 to March 2003 inclusive.  By letter dated 25 March 2003, SMSB replied that as previously agreed, rental from July 2001 to March 2003 has been held in stakeholder’s account pending the adjudication of the tenancy dispute, which is still awaiting trial by virtue of the counterclaim in suit 22-104-2002.  Therefore, the rental cannot be released to SMSB.

(e) By letter dated 31 March 2003, SMSB gave notice to determine the tenancy on 2 May 2003.  By letter dated 3rd April 2003, SKBMI reiterated its stand that all rent has been paid up to date to the stakeholder’s account.  Furthermore, in our Counterclaim in suit 22-104-2002, the High Court will be deciding if SKBMI has acquired a tenancy coupled with an equity.  Therefore, SMSB is not entitled to determine the tenancy on 2 May 2003 and their notice of termination of tenancy is null and void.  By letter dated 10 April 2003, SMSB denied the assertions in letter dated 3 April 2003 and maintained their stand.

24. Proposed dividend 

No dividend is proposed for the quarter ended 31 March 2003.

25. Earnings per share

The calculation of basic earnings per share for the current quarter and cumulative quarter are based on the net profit attributable to ordinary shareholders of RM179,000 and RM179,000 on the number of ordinary shares outstanding during the quarter of 18,000,000.

26. Capital commitments

There was no capital commitment as at 22 May 2003 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

27. Related party transactions

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

BY ORDER OF THE BOARD

Lam Voon Kean

Company Secretary

Dated this 29 May 2003
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