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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 JUNE 2011
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 2011 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 2011, except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”) effective for the financial year beginning on 1 July 2010(*), 1 January 2011(**), 1 July 2011(+) and 1 January 2012(++) respectively:-

FRS 1 


     First-time Adoption of Financial Reporting Standards (Revised)(*)
	Amendments to FRS 1

Amendments to FRS 2
	Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopter, Additional Exemptions for First-time Adopters, Accounting policies changes in the year of adoption and revaluation basis as deemed cost for operations subject to rate regulation(**)
Group Cash-settled Share-based Payment Transactions(**)

	Amendments to FRS 2
	Share-based Payment(*)

	FRS 3

Amendments to FRS 3
	Business Combinations (Revised)(*)
Business Combinations(**)

	Amendments to FRS 5

Amendments to FRS 7

Amendments to FRS 101
	Non-current Assets Held for Sale and Discontinued Operations(*)
Improving Disclosures about Financial Instruments, Clarification of disclosures and transition requirements for contingent consideration from a business combination that occurred before the effective date of the revised FRS(**)
Presentation of Financial Statements(**)

	FRS 127

Amendments to FRS 121

FRS 124

Amendments to FRS 128

Amendments to FRS 131

Amendments to FRS 132

Amendments to FRS 134
	Consolidated and Separate Financial Statements (Revised)(*)
The Effect of Changes in Foreign Exchange Rates(**)
Related Party Disclosures (Revised)(++)
Investments in Associates(**)
Interest in Joint Ventures(**)
Financial Instruments: Presentation(**)
Interim Financial Reporting(**)

	Amendments to FRS 138

Amendments to FRS 139

IC Interpretation 4
	Intangible Assets(*)
Financial Instruments: Recognition and Measurement(**)
Determining whether an Arrangement contains a Lease(**)

	Amendments to IC Interpretation 9
IC Interpretation 12

Amendments to IC

    Interpretation 13

IC Interpretation 14

Amendments to IC

    Interpretation 14

IC Interpretation 15
	Reassessment of Embedded Derivatives(*)
Service Concession Agreements(*)
Customer Loyalty Programmes(**)
Prepayment of a Minimum Funding Requirement(**)
Prepayment of a Minimum Funding Requirement(+)
Agreements for the Construction of Real Estate(++)

	IC Interpretation 16
	Hedges of a Net Investment in a Foreign Operation(*)

	IC Interpretation 17

IC Interpretation 18

IC Interpretation 19
	Distribution of  Non-cash Assets to Owners(*)
Transfers of Assets from Customers(**)
Extinguishing Financial Liabilities with Equity Instruments(+)

	
	


A3
Auditors’ Report 
There was no qualification on the audited financial statements of the Company for the financial year ended 31 March 2011.
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
Issuance, Cancellation, Repurchase, Resale & Repayment Of Debts And Equity Securities
There were no issuance, cancellation, repurchase, resale & repayment of debts and equity securities for the current financial year to date.
A8
Dividend Paid

There was no dividend paid in this current financial year to date.
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
	419,684

314
	32,262
99

	Total
	419,998
	32,361


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 interim financial statements except that Leong Hup Contract Farming Sdn Bhd, a 100% owned subsidiary of the Company has on 17 August 2011 completed the acquisition of 20,400 ordinary shares of RM1.00 each in Exclusive Treasures Sdn Bhd representing 51% of the issued and paid up capital for a total consideration of RM 20,400.
A12
Effects of Changes in the Composition of the Group

There were no 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 that:

a) Leong Hup Contract Farming Sdn Bhd, a 100% owned subsidiary of the Company has on 1 April 2011 completed the acquisition of 20,400 ordinary shares of RM1.00 each in Collective Summit Sdn Bhd representing 51% of the issued and paid up capital for a total consideration of RM 20,400.

b) Lee Say Group Pte Ltd, a 51% owned subsidiary of the Company has on 18 April 2011 completed the acquisition of 1,023,530 ordinary shares of SGD1.00 each in Hup Heng Poultry Industries Pte Ltd representing 51.18% of the issued and paid up capital for a total consideration of SGD5,100,000 (equivalent to RM12,240,000 at the exchange rate of  SGD1 to RM2.40).

c) Lee Say Group Pte Ltd, a 51% owned subsidiary of the Company has on 18 April 2011 completed the acquisition of 1 ordinary share of  SGD1.00 each in Hup Heng Holdings Pte Ltd representing 50% of the issued and paid up capital for a total consideration of SGD2.00 (equivalent to RM4.80 at the exchange rate of SGD1 to RM2.40).

d) Teo Seng Feedmill Sdn Bhd, an indirect owned subsidiary of the Company has on 27 May 2011 completed the acquisition of 2 ordinary shares in Laskar Suria Sdn Bhd of RM1.00 each representing 100% of issue and paid up share capital for cash consideration of RM2.00

e) Teo Seng Farming Sdn Bhd, an indirectly owned subsidiary of the Company has on 15 June 2011 completed the acquisition of 150,002 ordinary shares of RM1.00 each in Forever Best Sdn Bhd representing 60% of the issue and paid up share capital for a total consideration of RM1,076,482.60
A13
Changes in Contingent Liabilities or Contingent Assets

There were no contingent liabilities and contingent assets other than the corporate guarantee of RM213.6 million given to the financial institutions for credit facilities granted to subsidiary companies.
A14
Capital Commitments


The Capital Commitments of the Group as at 30 June 2011 are as follow:








(RM’000)


Acquisition of Property, Plant and Equipment

     12,347


Lease of equipment and premises payable

     16,509








     28,856
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 RM32.4million on the back of revenue of RM420.0million for the period under review, representing an increase of 52.1% and 42.5% respectively, as compared with the profit before taxation of RM21.3 million and revenue of RM294.8million in the preceding year corresponding periods. It was mainly due to higher demand for our poultry products coupled with better selling price as well as increased in our production quantities in breeder and broiler operation as a result of our expansion program carried out by our newly acquired subsidiary in Year 2009.
B2
Comparison with the Immediate Preceding Quarter’s Results
	
	Current 
Quarter ended

30 June 2011
RM’000


	Preceding Quarter ended

31March 2011
RM’000
	Variance

RM’000
	%

	Revenue
	419,998
	373,041
	46,957
	12.6

	Profit /(Loss) Before Tax 
	32,361
	9,345
	23,016
	246.3


The Group recorded an increased in revenue to RM420.0million and profit before taxation to RM32.4million for current quarter as compared with the revenue of RM373.0million and profit before taxation of RM9.3 million respectively in the previous quarter was mainly due to lower operating expenditures and higher selling price compared to the preceding quarter as well as increased in production quantities.
B3
Current Year Prospects
In view of the uncertainty of world economy coupled with volatile fluctuation of commodity raw material prices, the Board of Directors believe that the Group’s prospects for the remaining nine (9) months period ending 31 March 2012 remain challenging and competitive.
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

30/06/2011
(RM’000)
	Current Year

 To Date Ended 30/06/2011
(RM’000)

	Current Year Provision
Deferred Taxation
	8,384
516
	8,384
516

	Total
	8,900
	8,900


The Group’s income tax for the current financial year 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 RM371,072 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 6 December 2010, accepted the Offer from Emerging Glory Sdn 
Bhd (“EGSB”)dated 18 November 2010, to acquire the entire business and undertakings, 
including all assets and liabilities of LHHB for an aggregate purchase consideration equivalent 
to RM1.80 per ordinary share of RM1.00 each in the issued and paid-up share capital of LHHB 
(less treasury shares) subject to the execution of a definitive agreement in respect of the Offer. 
Upon completion of the Proposed Disposal, EGSB proposes that LHHB, subject to obtaining 
all requisite approvals, return all proceeds that are attributable to the non-interested 
shareholders, via a special dividend, bonus issue and/or capital repayment exercise. 
The Board has appointed AmInvestment Bank as Principal Adviser and TA Securities 
Holdings Berhad as Independent Adviser for the proposals. On behalf of the Board, 
AmInvestment Bank had on 28 April 2011 announced that LHHB and EGSB entered into a 
Sale of Business Agreement (“SBA”) to set out the terms and conditions of the Proposed 
Disposal.
The Company has on 5 May 2011 received letter from RHB Investment Bank Berhad with 
regards to its application, submitted on behalf EGSB, seeking confirmation from the Securities 
Commission (“SC”) on the non-application of Practice Note 9 of the Malaysian Code on Take-
Overs and Mergers 2010. The SC has vide its letter dated 4 May 2011, issued a ruling 
informing EGSB of its mandatory offer obligation to acquire all the remaining shares in Teo 
Seng Capital Behad (listed subsidiary) not already owned by them pursuant to the Proposed 
Acquisition of entire business and undertakings of LHHB. On 13 May 2011, the Company has 
informed in writing by EGSB that EGSB has decided not to appeal from SC’s ruling. 
On behalf of the Board of Directors, AmInvestment Bank Berhad had on 28 July 2011 announced that in accordance with the terms of the SBA, EGSB and LHHB have mutually agreed to extend the Cut-Off Date to fulfill the conditions precedent as set out in the SBA for a further period of four (4) months to 27 November 2011.
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
	136,531
12,748

20,070

24,677

42,297
	31,518
-

-

89

-
	168,049
12,748

20,070

24,766

42,297

	Total
	236,323
	31,607
	267,930


	Denominated in
	RM’000

	Ringgit Malaysia

Singapore Dollar
	219,395
48,535

	Total
	267,930


The foreign currency borrowings were converted into Ringgit Malaysia at the exchange rate prevailing as at 30 June 2011.

B10
Derivative Financial Instruments

As at 30 June 2011, the foreign currency contracts which have been entered into by the Group to hedge its foreign purchases in foreign currency are as follows:

	Type of derivative
	Notional value

(RM’000)
	Fair
 value
(RM’000)
	Fair value Changes

(RM’000)
	Ageing


	Forward foreign currency

 Contracts
	1,222
	1,257
	35
	Less than one year


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 current financial quarter ended 30 June 2011.
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

30/06/2011
	Preceding Year Corresponding Quarter 30/06/2010
	Current Year 
To Date 30/06/2011
	Preceding Year

To Date
30/06/2010

	Profit attributable to Owners of the Parent (RM’000) 
	14,198
	10,053
	14,198
	10,053

	Weighted average number of ordinary shares (‘000)
	177,028
	166,705
	177,028
	166,705

	Basic/Diluted earnings per share (Sen)
	8.02
	6.03
	8.02
	6.03


B14
Realised And Unrealised Profit/(Losses)

The breakdown of retained profits of the Group as at reporting periods, into realised and unrealised profits /(losses) are as follow:









As at


As at







   30/06/2011

   31/03/2011

  





         RM’000

        RM’000

Total retained profits of the Company & its subsidiaries:

-Realised





        380,491

        355,375
-Unrealised





        (25,246)

        (24,193)

Total share of retained profits from associates:
-Realised





          23,369

         22,231
-Unrealised





                    -

                  -

Total before consolidated adjustments:

-Realised





        403,860

       377,606
-Unrealised





        (25,246)

       (24,193)








        378,614

        353,413
Less: Consolidated adjustments



      (179,442)

     (168,439)

Total group retained profits as per consolidated accounts  199,172

        184,974   
B15
Authorisation for Issue
The interim financial statements were authorized for issue by the Board of Directors on 25 August 2011.
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