LHH-QUARTERLY REPORT


LEONG HUP HOLDINGS BERHAD (51316-D)

NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE SECOND FINANCIAL QUARTER ENDED 30 SEPTEMBER 2006
A. SELECTED EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD NO. 134 - INTERIM FINANCIAL REPORTING

A1
Basis of Preparation
The interim financial statements are unaudited and have been prepared in accordance with Financial Reporting Standard No. 134 - Interim Financial Reporting and Paragraph 9.22 of the Bursa Malaysia Listing Requirements. 
The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 March 2006. 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 March 2006.

The significant accounting policies and methods of computation adopted by the Group are consistent with those of the audited financial statements for the year ended 31 March 2006 except for the adoption of the following new and revised Financial Reporting Standard (“FRS”) effective for the financial period beginning 1 January 2006:
FRS 2

Share-based Payment
FRS 3

Business Combinations

FRS 5

Non-Current Assets held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates
FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of the above standards does not have any significant financial impact on the Group except as disclosed below:
(a) FRS 3: Business Combinations and FRS 136: Impairment of Assets
The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortization. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in the income statement and subsequent reversal is not allowed. The carrying amount of goodwill as at 1 April 2006 of RM35,399,727 ceased to be amortized.
(b) FRS 101: Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of minority interest. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interests.
The presentation of the comparative financial statements of the Group has been restated to conform with the current period’s presentation.

A2
Auditors’ Report of Preceding Annual Financial Statements
The auditors’ report on the preceding annual financial statements was not qualified. 

A3
Seasonality Or Cyclicality Of Operations

The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.

A4
Unusual Items
There were no items affecting assets, liabilities, equity, net income or cash flows of the Group that are unusual because of their nature, size or incidence.

A5
Changes In Estimates

There were no significant changes in the estimates reported in prior quarters or prior financial year, which have a material effect in the current interim period.

A6
Issuances, Cancellation, Repurchases, Resale & Repayments Of Debts And Equity Securities

There were no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the current financial year to date except for the issuance of 15,156,600 Placement Shares at a price of RM1.10 per share was completed on 23 May 2006.
A7
Dividend Paid

No interim dividend was paid for the current quarter under review.
A8
Segmental Reporting

The segment revenue and results for business segments for the current financial year to date are as follows:

	Segmental Analysis

- By Activities
	Segment Revenue

(RM’000)
	Profit / (Loss) Before Taxation

(RM’000)

	a) Poultry Farming & Breeding, Processing & Marketing Of Chickens & Related Products and Manufacturing & Trading Of Food Products

b) Plantation Owner & Investment Property
	339,927
455
	4,135
265

	Total
	340,382
	4,400


A9
Valuation Of Property, Plant & Equipment

The valuations of property, plant and equipment of the Group have been brought forward without amendments from the previous annual financial statements.
A10
Material Subsequent Events

There were no material events subsequent to the end of the current quarter that have not been reflected in the interim financial statements.
A11
Effects Of Changes In The Composition Of The Group

There were no other significant changes in the composition of the Group during the current quarter including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings and discontinuing operations except for the following: 

(a) An internal restructuring exercise as announced on 14 June 2006 and 4 July 2006, which involved the followings were completed on 5 July 2006.

(i) Acquisition by Advantage Valuation Sdn. Bhd. of 4,796,000 ordinary shares of RM1.00 each, representing 95.92% equity interest in Teo Seng Farming Sdn. Bhd. (“TSF”) for a consideration of RM20.343million to be satisfied via the issuance of 430 ordinary shares of par value RM1.00 each at an issue price of RM100 each and 20,300,000 redeemable convertible preference shares of par value RM0.01 each at an issue price of RM1.00 each; and
(ii) Acquisition by TSF of 30,000 ordinary shares of RM1.00 each in Ritma Prestasi Sdn. Bhd. (“Ritma”), representing the remaining 30% equity interest in Ritma which was not already held by TSF, for a consideration of RM1.2million to be satisfied via the issuance of 366,000 TSF shares at an issue price of approximately RM3.28 per share.
A12
Changes In Contingent Liabilities Or Contingent Assets

There were no changes in contingent liabilities or contingent assets other than the credit facilities of RM193million guaranteed by the Company to financial institutions as at the reporting period.

B. ADDITIONAL INFORMATION AS REQUIRED BY BURSA SECURITIES LISTING REQUIREMENTS (PART A OF APPENDIX 9B)

B1
Review Of Performance

The Group achieved a lower pre-tax profit of RM4.4million from the turnover of RM340.4million for the six months period ended 30 September 2006 as compared with the pre-tax profit of RM34.1million from the turnover of RM329.6million in the preceding corresponding period. It was mainly due to the lower selling price of poultry products in the domestic market.
B2
Comparison With The Immediate Preceding Quarter’s Results
The Group recorded a higher turnover of RM179.8million in the current quarter, representing an increase of 12% as compared with the turnover of RM160.5million in the previous quarter mainly due to the higher sales of moon cake.
Coupled with the better financial performance of our foreign subsidiary, the Group registered a pre-tax profit of RM6.6million in the current quarter, representing an increase of 400% as compared with the pre-tax loss of RM2.2million in the previous quarter.
B3
Current Year Prospects

Following the recent increase in feed cost partly offset against the improved selling price of broiler chicken and day-old chicks, the Board expects that the Group’s financial performance for the remaining period ending 31 March 2007 is challenging.

B4
Variance From Profit Forecast And Profit Guarantee

This note is not applicable to the Group.

B5
Taxation

Major components of tax expense:

	
	Current Quarter

Ended

30/09/2006
(RM’000)
	Current Year

 To Date Ended 30/09/2006
(RM’000)

	Current Year Provision

Under/(Over) Provision in respect of prior years

Deferred Taxation

Share of income tax of associated companies
	2,082
131
(25)
223
	3,239
109
(879)
454

	Total
	2,411
	2,923


The provision for income tax of the Group for the current quarter and current financial year to date reflects an effective tax rate which is higher than statutory income tax rate due to the provision for income tax has been made for the profitable companies within the Group and the absence of group tax relief in respect of losses incurred by certain subsidiaries.
B6
Profit/(Losses) On Sales Of Unquoted Investments And/Or Properties

During the current financial year to date, the Group derived a profit of RM63,573 on the disposal of properties other than in the ordinary course of business.

B7
Particulars Of Purchase Or Disposal Of Quoted Securities

a) There were no other major purchases or disposals of quoted shares by the Group for the current financial year to date.

b) Investment in quoted shares as at the end of the reporting period:

	
	RM’000

	Investment at Cost
	1,690

	Investment at Carrying value / Book value
	361

	Investment at Market value
	368


B8
a) Status Of Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this report.

b) Status Of Utilisation Of Proceeds 

This note is not applicable to the Group.
B9
Group’s Borrowings And Debt Securities

Detailed of Group’s borrowings as at the end of reporting period:

	
	Secured

(RM’000)
	Unsecured

(RM’000)
	Total

(RM’000)

	Short-term borrowings

Hire Purchase – Current

Hire Purchase – Non-current

Long-term borrowings – Current

Long-term borrowings – Non-current
	72,947
6,177
5,568
9,517
19,318
	49,451
-

-

593
2,542
	122,398
6,177
5,568
10,110
21,860

	Total
	113,527
	52,586
	166,113


	Denominated In
	RM’000

	Ringgit Malaysia

Singapore Dollar
	150,857
15,256

	Total
	166,113


Note: The foreign currency borrowings were converted into Ringgit Malaysia at the exchange rate prevailing as at 30 September 2006.

B10
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the reporting date.

B11
Material Litigations

There were no pending material litigations at the date of this report.

B12
Dividend Payable

No interim dividend has been recommended for the current financial quarter under review.

B13
Earnings Per Share

The basic earnings per share are computed by dividing the profit or loss for the period by the weighted average number of ordinary shares in issue during the period.
	
	Current Quarter

Ended

30/09/2006
	Preceding Year Corresponding Quarter 30/09/2005
	Current Year To Date 30/09/2006
	Preceding Year

To Date
30/09/2005

	Profit attributable to Ordinary Equity Holders of the Parent (RM’000)
	1,429
	13,202
	(3,594)
	26,338

	Weighted average number of ordinary shares (‘000)
	166,725
	151,568
	161,673
	151,568

	Basic earnings per share (Sen)
	0.86
	8.71
	(2.22)
	17.38


B14
Authorization For Issue


The interim financial statements were authorized for issue by the Board of Directors in accordance with the minutes of the Board meeting held on 27 November 2006.
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