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	Part B   Explanatory notes in compliance with MSEB Requirements 

                ( Part A of Appendix 9B )



    B1.

Review of performance

Material factors affecting current quarter’s results

For the current quarter under review as compared to the last year corresponding quarter, the Group recorded a  revenue of RM70.8 million as compared to RM63.6 million, which is 11.3% higher. Strong growth in the manufacturing activities have contributed to the increase in revenue but this increase has been reduced by the down sizing in contracting activities.

The Group has registered at a loss before taxation of RM2.4 million in the current quarter as compared to the same quarter in the preceding year of RM51.3 million deficit. The improvement is mainly due to the lower provision of doubtful debts and slow moving & obsolete inventories, as well as no goodwill and investment cost being written off. Further, the disposals of certain non-performing subsidiaries in order for the Group to concentrate on the core activities, have also contributed the Group being turning around in the current quarter. 

B2.

Variation of current quarter’s profit before tax to preceding quarter

The Group registered a loss before taxation of RM2.4 million for the fourth quarter ended 31 January 2004 compared to profit before taxation RM0.3 million for the preceding quarter. The loss before taxation was mainly due to provision for doubtful debts have been made in the current quarter. 

B3.

Current year prospects

As announced in the current quarter, the trading activities remain the core performing business while the manufacturing activities are improving. This is in line with our Group strategy, focusing on our strength and disposing of the non-core and non-performing activities. Therefore, barring unforeseen circumstances, the Directors expect that the Group’s performance should perform better in the next financial year.

B4.

Profit forecast or profit guarantee

A profit forecast submitted by CF Metal Recycling Sdn Bhd, a subsidiary company of Chin Foh Berhad, had published in the circular to shareholders dated 30 May 2003. The company has met it’s profit forecast for the year ended 31 January 2004. 

B5.

Taxation

   
Taxation comprises the following :-

	( RM’000 )


	Current

Quarter
	Financial 

Year-To-Date

	Malaysian Taxation

- Current year

- Prior year (under)/

  over provision

-Deferred taxation


	64

NIL

NIL
	(1,527)

    (82)

NIL

	Foreign Taxation

- Current year

- Prior year under /

  (over) provision

-Deferred taxation


	64

NIL

NIL

NIL
	(1,609)

NIL

NIL

NIL

	Total
	         64
	(1,609)


The provision for estimated current tax expenses has been made in respect of income earned by certain profitable subsidiary companies because group relief for losses incurred by certain subsidiary companies is not available.

B6.
Profit / (Loss) on sales of unquoted investments and/or properties

The Group has disposed off its unquoted investment in Chin Foh Trading (HK) Limited for RM6.02 million on 26 January 2004 resulting a gain on disposal of RM1.48 million.

On 29 January 2004, CFB has also disposed its unquoted investment in Metro Curtain Wall & Cladding (M) Sdn Bhd for RM1 and resulting a gain on disposal of RM0.77 million.

B7.
Quoted securities

(a) Total purchases of quoted securities for the current quarter and financial  

year-to-date are as follows :-

	
	Current Quarter

RM
	Financial Year To-Date

RM

	 Total purchases


	0
	129,000


                
 (b)       Investment in quoted securities as at the reporting period are as follows :-

	
	RM

	 (i) Total investments at cost


	151,800

	 (ii) Total investments at carrying value / book

       value.    

       (after provision for diminution in value)


	142,250

	 (iii) Total investments at market value at end of 

        reporting period


	86,280


B8.

Status of corporate proposals announced but not completed.
 (1)
On 23 January 2002, the Company announced to MSEB that the Chin Foh Group of Companies is undertaking an asset securitisation exercise which involves the sale of trade receivables to AK Receivables Corporation Bhd (“AKRCO”), a bankruptcy-remote special purpose company set up for the securitisation transaction. In connection with this, an application will be submitted to the SC for approval of the proposed issue of up to (i) RM60 million Asset Backed Bonds and (ii) RM200 million Asset Backed Commercial Papers/Medium Term Notes. (the Bonds, Commercial Papers and Medium Term Notes are referred to collectively as the “ABS Notes”).

The ABS Notes will be secured by an assignment of and a charge over all of AKRCO’s rights, titles and interests in respect of all its assets including the trade receivables.

The proceeds from the disposal of the trade receivables will be utilized by the Chin Foh Group of Companies for the following purposes :

( i )
   Repayment of some of their existing bank facilities;

( ii )  Purchase of stocks and raw materials ; and 

( iii ) Part financing the implementation of a new computer system for

   the Chin Foh Group of Companies.

On 21 February 2003, CFB had announced to MSEB that the implementation of  the Asset Securitisation exercise being undertaken by the Chin Foh Group of Companies is temporarily put on hold pending CFB’s review of its overall fund raising objectives for its financial year ending 31 January 2004.

(2) On 30 December 2003, CFB had announced to MSEB that CFB intends to undertake the following proposals :

(i) The proposed issuance of up to RM3,585,255 nominal value of RCSLS-A and RM3,585,255 nominal  value of RCSLS-B by CFB to Bumiputra-Commerce Bank Berhad (“BCB”) as part of a debt settlement arrangement.

(ii) The Proposed Issuance of ICULS comprising:

(a) The proposed issuance of up to RM13,837,044 nominal value of ICULS-A and RM13,837,044 nominal value of ICULS-B by CFB to the financial institution creditors as part of a debt settlement arrangement. 

(b) The proposed issuance of up to RM7,934,091 nominal value of ICULS-A and RM7,934,091 nominal value of ICULS-B by CFB to the trade creditors and other creditors as part of a debt settlement arrangement.

(c) The proposed issuance of up to RM6,771,668 nominal value of ICULS-A and RM6,771,668 nominal value of ICULS-B by CFB to certain Directors of CFB as part of a debt settlement arrangement; and

(d) The proposed issuance of up to RM3,500,000 nominal value of ICULS-A and RM3,500,000 nominal value of ICULS-B by CFB to Press Metal Berhad (“PMB”) (being a party connected to the Directors of CFB) as part of a debt settlement arrangement.

(iii) The proposed additional issuance of RM10,000 nominal value of ICULS-A and RM10,000 nominal value of ICULS-B to a primary subscriber at an issue price of RM1.00 each for cash totaling RM20,000 to facilitate CFB in meeting the spread requirement for the listing of and quotation for the ICULS-A and ICULS-B on the Second Board of the Malaysia Securities Exchange Berhad.

(iv) The Proposed Exemptions From MGO comprising:-

a. The proposed exemption to Kuan Shin @ Kuan Nyong Hin (“KS”) and Kuan Pek Seng (“KPS”) together with parties acting in concert with them (“Concert Parties”) from their obligations to undertake a MGO in the event the put and call option arrangement to be entered into between Malayan Banking Berhad (“MBB”) and KPS for up to 5,962,480 ordinary shares of RM1.00 each issued in CFB (“CFB Shares”) (from the conversion of the 5,962,480 ICULS to be issued to MBB pursuant to the Proposed Issuance of ICULS), which forms part of a debt settlement arrangement is exercised under Practice Note 2.9.1 of the Malaysian Code On Take-overs and Mergers, 1998.

b. The proposed exemption to the Concert Parties from their obligations to undertake a MGO under Practice Note 2.9.1 of the Code in the event of the following:-

i. conversion of up to 3,000,000 ICULS to be acquired pursuant to the put and call option arrangement to be entered into between Alliance Bank Malaysia Berhad, KS and KPS for up 3,000,000 ICULS to be issued to ABB pursuant to the Proposed Issuance of ICULS, which forms part of a debt settlement arrangement.

ii. conversion of up to 2,150,000 ICULS to be acquired pursuant to the buy-back arrangement to be entered into between BCB and KPS for up to 2,150,000 ICULS to be issued to BCB pursuant to the Proposed Issuance of ICULS, which forms part of a debt settlement arrangement ; and

iii. conversion of up to 780,000 ICULS to be acquired pursuant to the buy back arrangement to be entered into between MBB and KPS for up to 780,000 ICULS to be issued to MBB pursuant to the Proposed Issuance of ICULS, which forms part of a debt settlement arrangement. 

(v) Proposed establishment of an employees’ share option scheme for eligible employees and Executive Directors of CFB and its subsidiaries of up to ten percent (10%) of the issued and paid-up share capital of the Company or such percentage of the issued and paid-up share capital of the Company as may be permitted by the SC.

Avenue Securities Sdn Bhd has on 31 December 2003 submitted the application to SC. On 24 March 2004, Avenue Securities Sdn Bhd on behalf of the Board of Directors of CFB had announced that after its consultation with the SC, the Company decided to withdraw its application to the SC in relation to the Proposed Exemptions from MGO.

B9.

Group borrowings and debt securities

Group borrowings and debt securities as at the end of the reporting period are as follows :-

	
	Current

RM’000
	Non current

RM’000
	Total

RM’000

	Secured
	
	
	

	  Term Loan
	 20,939
	19,853
	40,792

	  Bank Overdraft
	 22,629
	0
	22,629

	  Hire Purchase & 

     Lease Creditors
	 1,591
	1,363
	2,954

	  Trust Receipts and

     Banker Acceptance
	 106,734
	0
	106,734

	  Total    
	151,893
	21,216
	173,109


	
	Current

RM’000
	Non current

RM’000
	Total

RM’000

	Unsecured
	
	
	

	Amount owing to Directors 

   
	16,318
	0
	16,318

	Amount owing to shareholders

   
	3,462
	494
	3,956

	Total
	19,780
	494
	20,274


The Group’s bank borrowings are denominated in the following currencies:

	Payable in:
	Denominated in respective foreign currency

(‘000)
	RM’000

	 Ringgit Malaysia
	RM 172,317
	172,317

	 Australian Dollar
	AUD 273
	792


B10.
Off balance sheet financial instruments

The Group has not entered into any financial instruments with off balance sheet risk as at the end of the financial year-to-date to the date of this quarterly report.

B11.
Changes in material litigation 

The appeal on the Summary Judgment obtained by PB International Factors Sdn Bhd against Chin Foh Trading Sdn Bhd (“CFT”) was dismissed by the High Court on 16 January 2004 and the Judgment was executed on 21 January 2004. CFT is appealing to the Court of Appeal. The date of the appeal will only be fixed after the Notes of Proceedings and Grounds of Judgment is available from the Court.

The claim instituted by Pantech Emco Sdn Bhd, a subsidiary company against several parties for breach of trust in Singapore has been withdrawn with option to file a similar suit in Malaysia.

Other than the above, there are legal suits taken by the Company’s subsidiaries against their trade debtors to recover debts for sale of goods.

B12.
Dividend



No dividend has been recommended for the current quarter ended 31 January 2004.

B13.
Earnings per share

(a)
 Basic earnings per share

The basic earnings per ordinary share is calculated by dividing the Group’s loss attributable to shareholders by the number of weighted average ordinary shares in issue during the period. 

	( RM’000 )
	Current 

Quarter


	Financial

Year-To-Date

	Net loss for the period 


	(1,313)
	(3,342)

	No of ordinary shares in issue 


	47,706
	47,706

	Basic loss per share (sen)


	(2.75)
	(7.01)




(b)
Diluted earnings per share

The fully diluted earnings per share is not presented as there is no dilution in the basic earnings per ordinary share.
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