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Condensed Consolidated Income Statements

For the Quarter Ended 31 October 2005

	
	
	3 months ended
	9 months ended

	
	Note
	31.10.2005
RM’000
	31.10.2004
RM’000
	31.10.2005
RM’000
	31.10.2004
RM’000

	
	
	
	
	
	

	Revenue
	8
	3,945
	12,566
	17,149
	32,146

	Cost of sales
	
	(1,791)
	(7,538)
	(7,995)
	(16,800)

	Gross profit
	
	2,154
	5,028
	9,154
	15,346

	Other operating income
	
	105
	389
	894
	688

	Administrative and other 

  operating expenses
	
	(3,618)
	(7,879)
	(15,202)
	(22,635)

	Loss from operations
	8
	(1,359)
	(2,462)
	(5,154)
	(6,601)

	Finance costs, net
	
	(1,054)
	(275)
	(2,948)
	(1,144)

	Share of results of an associate
	
	-
	72
	126
	72

	Loss before taxation
	
	(2,413)
	(2,665)
	(7,976)
	(7,673)

	Taxation
	21
	-
	-
	-
	-

	Loss after taxation
	
	(2,413)
	(2,665)
	(7,976)
	(7,673)

	Minority interests
	
	53
	13
	94
	50

	Net loss for the period
	
	(2,360)
	(2,652)
	(7,882)
	(7,623)

	
	
	
	
	
	

	Basic loss per share (sen)
	28
	(2.62)
	(2.94)
	(8.75)
	(8.46)


The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 January 2005 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Balance Sheets

As at 31 October 2005

	
	
	Note
	As at

31.10.2005
	As at

 31.01.2005

	
	
	
	RM’000
	RM’000

	Non-Current Assets
	
	
	

	    Property, plant & equipment
	9
	71,566
	81,705

	    Investment in an associate
	
	8,379
	8,253

	    Intangible assets
	
	2,182
	2,628

	
	
	82,127
	92,586

	
	
	
	

	Current Assets
	
	
	

	    Inventories
	
	2,266
	2,993

	    Trade receivables
	
	1,978
	4,193

	    Other receivables
	11
	40,957
	38,725

	    Cash and bank balances
	
	1,163
	1,433

	
	
	46,364
	47,344

	
	
	
	

	Current Liabilities
	
	
	

	    Borrowings
	24
	21,155
	15,921

	    Trade payables
	
	7,593
	11,495

	    Other payables
	
	4,543
	4,050

	    Tax payable
	
	86
	200

	
	
	33,377
	31,666

	
	
	
	

	Net current assets
	
	12,987
	15,678

	
	
	95,114
	108,264

	
	
	
	

	Financed by:
	
	
	

	    Share capital
	
	90,104
	90,104

	    Share premium
	
	2,849
	2,849

	    Other reserves
	
	578
	578

	    Accumulated losses
	
	(32,940)
	(25,058)

	    Shareholders’ equity
	
	60,591
	68,473

	    Minority interests
	
	204
	298

	
	
	60,795
	68,771

	
	
	
	

	    Borrowings
	24
	34,288
	39,462

	    Deferred tax liabilities
	
	31
	31

	    Non-current liabilities
	
	34,319
	39,493

	
	
	
	

	
	
	95,114
	108,264

	
	
	
	

	
	
	
	


The condensed consolidated balance sheets should be read in conjunction with the audited financial statements for the year ended 31 January 2005 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Statement of Changes in Equity

For the Quarter Ended 31 October 2005

	
	
	           Non-Distributable
	 
	

	
	Share

Capital
	Share

Premium
	Revaluation

Reserve
	Capital

Reserve
	Accumulated losses
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	

	At 1 February 2004
	86,890
	2,881
	175
	415
	(8,082)
	82,279

	Issue of share capital 

   Through exercise of warrants
	3,214
	-
	-
	-
	-
	3,214

	Net loss for the period
	-
	-
	-
	-
	(7,623)
	(7,623)

	At 31 October 2004
	90,104
	2,881
	175
	415
	(15,705)
	77,870

	
	
	
	
	
	
	

	At 1 February 2005
	90,104
	2,849
	163
	415
	(25,058)
	68,473

	Net loss for the period
	-
	-
	-
	-
	(7,882)
	(7,882)

	At 31 October 2005
	90,104
	2,849
	163
	415
	(32,940)
	60,591


The condensed consolidated statements of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 January 2005 and the accompanying explanatory notes attached to the interim financial statements.

Condensed Consolidated Cash Flow Statement

For the Quarter Ended 31 October 2005

	
	9 months 

ended
	
	9 months

Ended

	
	31.10.2005
	
	31.10.2004

	
	RM’000
	
	RM’000

	
	
	
	

	Net cash generated from/(used in) operating activities
	19,892
	
	(5,916)

	Net cash used in investing activities
	(18,233)
	
	(29,519)

	Net cash (used in)/generated from financing activities
	(735)
	
	29,528

	Net increase/(decrease) in cash and cash equivalents
	924
	
	(5,907)

	Cash and Cash Equivalents at Beginning of Period 
	(3,131)
	
	2,445

	Cash and Cash Equivalents at End of Period*
	(2,207)
	
	(3,462)

	
	
	
	

	
	
	
	

	*   Cash and cash equivalents at end of financial year 

 comprise the following:


	
	
	

	Cash and bank balances
	1,163
	
	1,627

	Less:  Bank overdrafts (included within borrowings in Note 23)
	(3,370)
	
	(5,089)

	
	(2,207)
	
	(3,462)

	
	
	
	


The condensed consolidated cash flow statements should be read in conjunction with the audited financial statements for the year ended 31 January 2005 and the accompanying explanatory notes attached to the interim financial statements.

Part A 

Explanatory Notes Pursuant to MASB 26

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 January 2005.  These explanatory notes attached to the interim financial statements provide an explanation of 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 January 2005.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 January 2005.

2.
Auditors’ Report on Preceding Annual Financial Statements

The financial statements of Sugar Bun Corporation Berhad for the year ended 31 January 2005 were qualified by the auditors on the following matters:

1. The Company adopted a policy of amortising the cost of patents and rights to the income statement over the estimated useful life of 10 years. The auditors were unable to satisfy themselves as to the extent, if any, of the future economic benefits that may be obtained from the use of these patents and rights, and hence as to the appropriateness of their carrying value of RM2,500,000 as at 31 January 2005.

2.
As at 31 January 2005, the carrying value of investment in a subsidiary in the financial statements of the Company was stated at RM3,500,000. The auditors were unable to satisfy themselves as to whether the carrying value of the investment in the subsidiary and the goodwill on consolidation had been impaired since the subsidiary has been incurring continued losses. 

3.
Included in trade receivables of the Group as at 31 January 2005 is an amount of RM3,812,243 which has been long outstanding from a customer. Provision for doubtful debts amounted to RM700,000 has been made in prior year. No further provision for doubtful debts has been made in the financial statements on the balance of this amount as the directors are of the opinion that this amount is recoverable. However, in view of the relatively small amount of repayment by the debtor to-date, the auditors are unable to ascertain the recoverability of this debt.

4. Included in other receivables of the Group and of the Company as at 31 January 2005 is an amount of RM5,555,308 owing by a debtor which has ceased its business operations. The directors are of the opinion that no provision for doubtful recovery is required as the amount is recoverable. However, the auditors are unable to obtain sufficient appropriate audit evidence as to the full recoverability of this debt. In the opinion of he auditors, a provision for doubtful debts of RM3,500,000 should be made in the financial statements.

Part A 

Explanatory Notes Pursuant to MASB 26

3.
Comments About Seasonal or Cyclical Factors

There were no seasonal or cyclical factors affecting the performance of the Group.

4.
Unusual Items Due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 31 October 2005.

5.
Changes in Estimates

There were no changes in estimates that have had a material effect in the current quarter.

6.
Debt and Equity Securities

There is no transaction in respect of Debts & Equity Securities during the current quarter ended 31st October 2005.

7.
Dividends Paid


There is no dividend paid in the current quarter ended 31st October 2005.
8.
Segmental Information

	
	3 months ended
	
	9 months ended

	
	31.10.2005

   RM’000
	
	31.10.2005

   RM’000

	Segment Revenue
	
	
	

	Restaurant & franchising operations
	4,324
	
	20,487

	General trading
	185
	
	981

	
	4,509
	
	21,468

	Eliminations
	(564)
	
	(4,319)

	Group revenue
	3,945
	
	17,149

	
	
	
	

	Segment Results
	
	
	

	Restaurant & franchising operations
	(1,584)
	
	(5,163)

	General trading
	205
	
	28

	
	(1,379)
	
	(5,135)

	Eliminations
	20
	
	(19)

	Group loss from operations
	(1,359)
	
	(5,154)


Part A 

Explanatory Notes Pursuant to MASB 26

9.
Carrying Amount of Revalued Assets

The valuations of land and buildings have been brought forward without amendments from the financial statements for the year ended 31 January 2005.

10.
Subsequent Events

Other than the disposal of 3 wholly owned subsidiary companies, namely Grand Colada Sdn. Bhd., Landrock Realty Sdn. Bhd. and Softmatics Sdn. Bhd. which we have recently announced, there were no other material events subsequent to the end of the current quarter. 

11.
Other Receivables  
Included in the Other Receivables is an amount of RM23,441,340, being Prepaid Lease Rental. This is in respect of cost incurred in developing two locations belonging to Government authority in return for allowing the Group to operate its business operation in these locations for periods of within 11-25 years in lieu of rental payment.     

12.
Significant Events

There were no significant events occurred at the end of the current quarter other than the disposal of the subsidiary companies as stated in item 10 above.

13.
Changes in Composition of the Group

Apart from the 3 subsidiary companies disposed off as stated in item 10, there were no major changes in the composition of the Group during the current quarter or financial period to date.

14.
Changes in Contingent Liabilities or Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 January 2005.

15.
Acquisitions and disposals of property, plant and equipment

For the current quarter, there were no material acquisition or disposal of any major property, plant and equipment except for the followings :- 

(a) Sale of a shop house belonging to a subsidiary company which is not significant. 

(b) Inter-company transfers of certain properties and assets at net book value as part of the Group reorganization plan.  

16.
Capital Commitments

There were no material capital commitments at the end of the current quarter.

Part B 

Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

17.
Performance Review

Overall, the current turnover has dropped as compared to those achieved in the past. The current quarter turnover of RM3.945 million now comprises of franchising fees received and revenue from supply & logistics. All the fast food outlets have been fully franchised out by the current quarter in line with the Group policy to focus its fast food & related business in this direction. Revenues from supply & logistics comparatively are lower than that previously due to less outlets now being supplied. This aside, all the other business activities of the Group are contributed as expected. 

18.
Comment on Material Change in Loss Before Taxation


As noted in the consolidated income statement, the percentage of loss before tax over revenue ratio for the current period of 61.1% is much higher than that of the corresponding period in a year 2004 of 31.2% This however in contrast to the Gross Profit ratio of 54.6% & 40.0% respectively. This is attributable to the following :- 

(a) The Company’s policy to franchise out all the outlets with supply & logistics under the

Company’s control appears to be effective and viable as it contributed higher return. 

(b) Administrative & other operating cost incurred in the current quarter which is about half of the previous corresponding period is high as the franchising scheme has only been fully completed in the current quarter. These expenses are expected to be substantially reduced as it is the objective of the franchising scheme once they are fully   and satisfactory implemented.

(c) The higher finance cost incurred erodes the above ration accordingly.        

19.
Commentary on Prospects

With the franchising scheme now fully implemented and the Group’s plan of out sourcing supply materials in the pipeline, which will invariably reduce the overall operating and administrative overheads, the Group is optimistic that the fast food division should be able to contribute positively in the future.  As for the other business activities, the Group expects the various projects to contribute accordingly with the remedial actions including cost cutting measures initiated previously now still being continue. The Group also in the midst of undertaking an overall reorganization of the Group with a view of streamlining its various business operation and cut down unnecessary expenditure. Besides, the Management continue to look for viable business opportunities to improve its earning and financial position. 

20.
Profit Forecast or Profit Guarantee


This is not applicable.

21.
Taxation

There is no tax charge for the current quarter due to current period loss and utilisation of brought forward unabsorbed tax losses and unutilised capital allowances.

22.
Sale of Unquoted Investments and Properties

There were no sales of other unquoted investments and properties for the current quarter ended 31st October 2005 except for the shop house.   

Part B 

Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

23.
Corporate Proposals

(a) Status of Corporate Proposals

With reference to the status of Employee Shares Option Scheme (ESOS) that was previously disclosed, the Board has since reviewed and decided that a new ESOS Scheme be implemented and submission to the relevant authorities be done at an appropriate time.

(b) Status of Utilisation of Proceeds

The balance of the utilization amounting to RM483,000 as mentioned in the previous quarter has since been fully utilised for the purpose.  
24.
Borrowings and Debt Securities

	
	As at 31.10.2005 RM’000

	Short term borrowings:
	

	Secured - Bank overdraft
	3,370

	                     - Term loans
	15,659

	                     - Hire purchase payables
	2,126

	
	21,155

	
	

	Long term borrowings:
	

	Secured - Term loans
	31,454

	                     - Hire purchase payables
	2,834

	
	34,288

	
	

	
	55,443


All the above borrowings are denominated in Ringgit Malaysia.

Part B 

Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

25.
Off Balance Sheet Financial Instruments

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

26.
Changes in Material Litigation

There was no pending material litigation taken against or by the Group at the date of this interim financial statements.

27.
Dividends Payable

No interim dividend is recommended for the current quarter and financial period to-date.

28.
Loss Per Share

(a) Basic

Basic loss per share is calculated by dividing the net loss for the period by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended

31.10.2005
	
	9 months ended

31.10.2005

	
	
	
	

	Net loss for the period (RM’000)
	(2,360)
	
	(7,882)

	Weighted average number of ordinary shares in issue (‘000)
	90,104
	
	90,104

	Basic loss per share (sen)
	(2.62)
	
	(8.75)


(b) Diluted

The effect on the basic loss per share for the current quarter arising from the assumed exercise of warrants is anti-dilutive. Accordingly, diluted loss per share for the current quarter has not been presented.

29.
Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 29th December 2005.


