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LEONG HUP HOLDINGS BERHAD (51316-D)
NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST FINANCIAL QUARTER ENDED 30 SEPTEMBER 2010
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 Main Market Listing Requirements of Bursa Malaysia Securities Berhad. 
The interim financial statements should be read in conjunction with the Audited Financial Statements of the Group for the year ended 31 March 2010 and the accompanying explanatory notes attached. 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.

A2
Changes in Accounting Policies

The significant accounting policies and methods of computation adopted by the Group in these interim financial statements are consistent with those of the audited financial statements for the year ended 31 March 2010, except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”) effective for the financial year beginning on 1 January 2010:-


FRS 7

Financial Instruments: Disclosure


FRS 8

Operating Segments


FRS 101
Presentation of Financial Statements (Revised 2009)


FRS 123
Borrowing Costs

FRS 139
Financial Instruments: Recognition and Measurement



Other than the above new accounting standards, the Group has also adopted the various amendments to the existing accounting standards.

The adoption of the above FRSs does not have any significant financial impact on the financial results and position of the Group except for the following:- 

a) FRS 7: Financial Instruments: Disclosure

FRS7 requires disclosures in financial statements that enable users to evaluate the significant of financial instruments for the entity’s financial position and performance, and the nature and extent of risks arising from financial instruments to which an entity is exposed and how these risks are managed. This standard requires both qualitative disclosures describing management’s objectives, policies and processes for managing those risks, and quantitative disclosures providing information about the extent to which an entity is exposed to risk, based on information provided internally to the entity’s key management personnel. As this is a disclosure standard, there will be no impact on the financial position or results of the Group.
b) FRS 8 : Operating Segments

The new standard requires segment information to be presented on a similar basis to that used for internal reporting purposes. As the Group’s chief operating decision maker, the Group’s Board of Directors’ relies on internal reports which is similar to those currently disclosed externally, no further segmental information disclosures will be necessary.
c) FRS101: Presentation of Financial Statements (Revised 2009)

The revised FRS 101 separates owner and non-owner changes in equity. Therefore, the consolidated statements of changes in equity only include details of transactions with owners. All non-owner changes in equity, if any, will be presented as a single line labeled as total comprehensive income. In addition, the consolidated balance sheet was renamed as the consolidated statement of financial position in the interim financial report. This standard did not have any impact on the financial position and results of the Group.

d) FRS 139: Financial Instruments- Recognition and Measurement

FRS 139 set out the new requirements for the recognition and measurement of the Group’s financial instruments. Financial instruments are recorded initially at fair value. Subsequent measurement of the financial instruments at the balance sheet date reflects the designation of the financial instruments. The Group determines the classification at initial recognition and for the purpose of the first adoption of the standard, as at transitional date on 1 January 2010. 

Financial assets
Financial assets are classified as financial assets at fair value through profit or loss, loans and receivables, held to maturity investments, AFS financial assets, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

Financial liabilities

Financial liabilities are classified as financial liabilities at fair value through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

A3
Auditors’ Report 
There was no qualification on the audited financial statements of the Company for the financial year ended 31 March 2010.
A4
Seasonal or Cyclical Factors
The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.
A5
Unusual Items
There was no items affecting assets, liabilities, equity, net income or cash flows of the Group that are unusual because of their nature, size or incidence.
A6
Changes in Estimates

There were no significant changes in the estimates reported in prior financial year, which have a material effect in the current period.
A7
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 10,333,000 new ordinary shares at a price of RM1.59 per share was completed on 30 September 2010
A8
Dividend Paid


There was no dividend paid in the current quarter under review.
A9
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
	628,988
320
	59,746
(129)

	Total
	629,308
	59,617


A10
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.
A11
Material Subsequent Events

There were no material events subsequent to the end of the current quarter that have not been reflected in the current financial statements.
A12
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 acquisition of 5,090,000 ordinary shares of RM1.00 each in Ladang Ternakan Maju Sdn Bhd (LTM) representing the entire issued and paid-up share capital of LTM for a purchase consideration of RM 16,429,470 was completed on 30 September 2010.
A13
Changes in Contingent Liabilities or Contingent Assets

There were no contingent liabilities and contingent assets other than the corporate guarantee of RM237.5 million given to the financial institutions, which upon becoming enforceable may have a material effect on the net assets, profits or financial position of our Group for the quarter under review.
B. ADDITIONAL INFORMATION AS REQUIRED BY BURSA SECURITIES MAIN MARKET LISTING REQUIREMENTS (APPENDIX 9B)

B1
Review of Performance of the Company and its principal subsidiaries
The Group has recorded a higher profit before taxation of RM59.6million on the back of revenue of RM629.3million for the period under review, representing an increase of 6.2% and 7.9% respectively, as compared with the profit before taxation of RM56.1million and revenue of RM583.4million in the preceding year corresponding periods. 
It was mainly due to higher demand for our poultry products coupled with better selling price.
B2
Comparison with the Immediate Preceding Quarter’s Results
	
	Current 
Quarter ended

30 Sept 2010
RM’000


	Preceding Quarter ended

30 June 2010
RM’000
	Variance

RM’000
	%

	Revenue
	334,510
	294,798
	39,712
	13.5

	Profit /(Loss) Before Tax 
	38,349
	21,268
	17,081
	80.3


The Group recorded an increase in revenue to RM334.5million and profit before taxation to RM38.3million for current quarter as compared with the revenue of RM294.8million and profit before taxation of RM21.3million respectively in the previous quarter was mainly due to the better selling price for poultry products as compared to the preceding quarter.
B3
Current Year Prospects
Despite of the recent stable selling price of broiler chickens, day-old chicks and eggs, the Board of Directors believe that the Group’s prospects for the remaining six (6) months period ending 31 March 2011 still challenging due to the volatile fluctuation of commodity raw material prices.
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

30/09/2010
(RM’000)
	Current Year

 To Date Ended 30/09/2010
(RM’000)

	Current Year Provision
Under Provision in respect of prior years

Deferred Taxation
	7,246

(294)
21
	12,221
(283)
97

	Total
	6,973
	12,035


The Group’s income tax for the current quarter and financial period to date reflects an effective tax rate which is lower than the statutory income tax rate due to the utilization of unabsorbed capital allowance and reinvestment allowance.
B6
Profit/(Losses) on Sales of Unquoted Investments and/or Properties


During the financial year to date, the Group has derived a gain of RM133,824 disposal of properties.
B7
Particulars Of Purchase Or Disposal Of Quoted Securities

There were no purchases or disposals of quoted securities by the Group for the current financial year to date.

B8
Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this report except where the Company has on 18 November 2010, received an Offer Letter from Emerging Glory Sdn Bhd (EGSB), which sets out an offer to acquire the entire business and undertaking including all assets and liabilities of the Company at an aggregate purchase consideration of RM318,650,400, which represents a consideration of RM1.80 per ordinary share of RM1.00 each in the Company. The Offer shall remain open for acceptance up till 5:30pm on 20 December 2010 after which it shall lapse unless EGSB agrees in writing to extend the period for which this Offer shall continue to be valid.
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
	130,324
8,084
9,951
13,353
36,772
	9,762
-

-

649
-
	140,086
8,084
9,951
14,002
36,772

	Total
	198,484
	10,411
	208,895


	Denominated in
	RM’000

	Ringgit Malaysia

Singapore Dollar
	184,411
24,484

	Total
	208,895


The foreign currency borrowings were converted into Ringgit Malaysia at the exchange rate prevailing as at 30 September 2010.

B10
Financial Instruments

As at 30 September 2010, the foreign currency contracts which have been entered into by the Group to hedge its foreign purchases in foreign currency are as follows:

	Forward foreign currency contracts
	Notional value

(RM’000)
	Fair value

(RM’000)
	Fair value Changes

(RM’000)

	Euro-less than 1 year
	14,516
	15,139
	623


B11
Material Litigations

There were no pending material litigations at the date of this report.
B12
Dividend Payable
The Board of Directors does not recommend any interim dividend for the 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 number of ordinary shares in issue during the period.
	
	Current Quarter

Ended

30/09/2010
	Preceding Year Corresponding Quarter 30/09/2009
	Current Year 
To Date 30/09/2010
	Preceding Year

To Date
30/09/2009

	Profit attributable to Owners of the Parent (RM’000) 
	22,344
	16,834
	32,397
	30,056

	Weighted average number of ordinary shares (‘000)
	166,817
	166,725
	166,761
	166,725

	Basic/Diluted earnings per share (Sen)
	13.39
	10.10
	19.43
	18.03


B14
Authorisation for Issue
The interim financial statements were authorized for issue by the Board of Directors on 29 November 2010.
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