LII HEN INDUSTRIES BHD (301361-U)


NOTES TO THE INTERIM FINANCIAL REPORT 

FOR THE PERIOD ENDED 30 JUNE 2003

1. 
Accounting Policies

The interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting.

           The condensed interim financial report should be read in conjunction with the audited financial 

           statements of the Group for the year ended 31 December 2002.

           The accounting policies and methods of computation used in the preparation of the interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002, except for the adoption of MASB 25, which became effective from 1 January 2003.The changes and effects of adopting MASB 25 which resulted in prior year adjustments are as follows:-

(a) Change in Accounting Policy                     

Previously, deferred  taxation was provided for using liability method for all timing      differences except when there was reasonable evidence that such timing difference would     

not be reversed in the foreseeable future. The Group has now changed its accounting                     policy from partial allocation basis to full allocation basis, i.e. all timing differences have                     been accounted for.

(b) Prior Year Adjustments

The change in accounting policy has been accounted for retrospectively and the effects on the Group’s financial statements are as follows :-


As previously reported

        RM’000
Effect of change in policy

         RM’000 
As restated

    RM’000

At 01 January 2003




- retained earnings
  18,874
       (2,911)
    15,963

- deferred taxation liabilities
    2,256
       2,911
      5,167


Individual Quarter

3 months ended
Cumulative Quarter

6 months ended


30.06.2003
30.06.2002
30.06.2003
30.06.2002


RM
RM
RM
RM

Effects on net profit for the period:





Net profit before changes in

accounting policies
417
1,331
368
2,451







Effects of adopting MASB 25
81
(252)
140
(216)








498
1,079
508
2,235

-continued

2.
Qualified audit report
The preceding financial statements for the year ended 31 December 2002 were report on without any qualification.   

3.         Seasonal or cyclical factors
           The principal business operations of the Group has historically shown moderate seasonality, where production and sales of furniture are generally lower in the beginning of the calendar year due to the festive period as well as the summer holiday in the middle of the year. 

4.
Unusual items
There were no unusual items affecting the Group for the financial period ended 30 June 2003.

5.        Changes in estimates
There is no significant change in estimates of amounts reported in prior interim periods of the current or previous financial year.

6.        Debts and equity securities    

           There were no issuances, cancellations, repurchases, resale and repayments of debt or equity securities for the financial period ended 30 June 2003.  

7.
Dividend Paid

The Company had, on 31st July 2003 made the payment of final tax exempt dividend of 1.5% per ordinary share amounted to RM900,000 in respect of financial year ended 31st December 2002 to depositors registered in the Records of Depositors at close of business on 4th July 2003.

The above final dividend was duly approved in 9th Annual General Meeting held on 18 June 2003.

-continued

8. Segmental reporting

a) Analysis by activity :-

 
Investment

holding

RM’000
Manufacturing

RM’000
Marketing

and distribution

RM’000
Eliminated

RM’000
Consolidated

RM’000

REVENUE AND EXPENSES






Revenue






External Sales
         -
     30,146
 11,186
-
  41,332

Inter-segment revenue
 - 
12,735 

(12,735)
                 -

Total
          -
42,881
11,186
(12,735)
41,332

Results













Segment Results
-
1,713
108
-
           1,821



Unallocated corporate expense
               
           
   
       
  (234)








Profit from operations




1,587








Finance cost ,net




(395)








Profit before

taxation




1,192








Taxation




(684)








Net profit for the year




508








-continued


Investment holding

RM’000
Manufacturing

RM’000
Marketing and distribution

RM’000
Elimination

RM’000
Consolidated

RM’000

ASSETS AND LIABILITIES






Segment assets
-
91,837
11,114
-
102,951

Unallocated corporate assets




257








Consolidated total assets




103,208








Segments liabilities
-
14,482
10,779
-
25,261

Unallocated corporate liabilities




943








Consolidated total liabilities




26,204








OTHER INFORMATION






Capital expenditure
-
671
40
-
711








Depreciation
45
1911
25
-
1981








Amortisation
-
30
20
-
50

Non-cash expenses other than depreciation and amortisation
-
-
-
-
-

b) Analysis by geographical location:


Total revenue from external customers

RM’000
Segment assets

RM ‘000
Capital expenditure

RM’000

Malaysia
 37,744
99,121
671

United States of America
3,588


4,087


40




41,332
103,208
711

-continued

9.      Valuation of property, plant and equipment

The properties which were revalued have been brought forward from the previous financial statements and there were no valuations of property,  plant and equipment for the period ended 30 June 2003.

10.      Subsequent events  

In view of the continuing loss in US operations, the US subsidiary companies are not expecting to turnaround in the near future. In order to protect the interests of the Company and its shareholders, the Board of Directors has resolved to cease operations of the subsidiary companies in the United State subsequent to this quarter. At the date of this report negotiations are under way to identify a suitable party to acquire the assets of the US subsidiary companies. Except as disclosed above, there were no material events subsequent to 30 June 2003 that have not been reflected in this quarterly report.

11.      Changes in the composition of the Group

There were no changes in the composition of the Company for the period ended 30 June 2003. 

 12.      Changes in contingent liabilities

            As at the date of this report, the Group has contingent liabilities as follows:-


RM’000


Counter indemnities to banks for bank guarantees issued

· Secured





    

   2,416

· unsecured







      -       
Corporate guarantees for credit facilities granted to subsidiary                       29,738           

companies ( unsecured )



               
            
13.
Capital commitments

There was no capital commitment as at 30 June 2003.

ADDITIONAL INFORMATION REQUIRED BY KLSE LISTING REQUIREMENT

14.       Review of performance
The  Group’s  turnover  for  the period ended  30 June 2003 recorded a moderate increase of 4.37% to RM41.33 million compared to the turnover of RM 39.60 million in the corresponding quarter last year. The increase in sales was mainly from the stock clearance carried out at the subsidiary companies in United States. Despite the marginal increase, the Group’s profit before taxation decreased substantially by 67.31% from RM 3.64 million to RM 1.19 million.

 The substantial decrease of the profit before taxation for the period under review were mainly due to Iraq war in March 2003 which led to the price increase of certain raw materials and the downsizing exercise in the US’s operation. Due to these factors the Group had generated a lower profit margin compared to the corresponding quarter last year.   

-continued

15.       Quarterly analysis
The Group’s turnover for the quarter under review registered at 21.76 million compared to RM 19.56 million achieved in previous quarter. Despite the marginal increase of turnover of 11.25%, profit before taxation of the Group increased by 90.00% to RM0.78 million compared to RM0.41 million in previous quarter.

Due to the Iraq war in March 2003 and the downsizing of the subsidiary companies in the United States, the Group gross profit margin had reduced by 3.55% compared to the preceding quarter. Notwithstanding the lower gross profit margin in the current quarter, the profit before taxation improved due to the mitigation effect on the lower operating cost compared to immediate preceding quarter in the areas of the exhibition & promotion and bonuses incurred in the preceding quarter which amounted to approximately RM700,000.

16.      Current year prospects
The sluggish global economy and the threat from the terrorism , will continue to have adverse impact on the export and local market. However, strategies are being carried up via product diversification and new market penetration

17.       Profit forecast
There was no profit forecast issued for the quarter under review.

18.       Taxation
            Taxation charged for the quarter and year to date comprise of :-

                                                                                         Current                    Year 

                                                                                         Quarter                   To Date  

                                                                                         RM’000                  RM’000

             Current taxation                                                       

             - provision for the year                                             254                         469

             - under/(over) provision in prior year

             Deferred taxation                                                       26                          215                           

                                                                                          ---------                  ----------   

                                                                                              280                          684   

                                                                                          ======                  ======

The effective tax rate is higher than the statutory tax rate for the quarter under review was due to the losses of certain subsidiaries which cannot be set off against taxation profits made by other subsidiaries, and certain expenses which are not deductible for tax purposes. 

-continued

19.       Sale of unquoted investments or properties
There were no sales of unquoted investments and/or properties in the current quarter and financial year to date.

20.       Purchase or disposal of quoted securities
There were no purchase or disposal of Quoted Securities for the current financial period ended 30 June 2003.

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

22.
Group Borrowings and Debt Securities


The Group's borrowings  as at 30 June 2003 are as follows :-



Secured    
 Unsecured          Total



RM'000
        RM'000          RM'000


Short Term                                          12,922                 -
             12,922



Long Term
                                                   -                  -                      - 


                                                                      ---------           ---------        ----------


 
                                                           12,922                  -
             12,922  


                                                                      ======          ======       ======
              

23.
Off Balance Sheet Financial Instruments


The Group does not have any off balance sheet financial instruments as at the date of this announcement. 

24.
Material Litigations
The Group is not engaged in any material litigation as at the date of this announcement.

25.       Dividends

No dividend was declared for the period ended 30 June 2003.

-continued

26.
Basic Earning per Share
                                                                                     Current Quarter           Year to Date

                                                                                            30 June                     30 June

                                                                                        2003          2002         2003         2002

            Profit attributable to shareholders (RM'000)       498           1,079           508          2,235

            Weighted average number of shares (000)       60,000       60,000       60,000        60,000
Basic Earning per Share (sen)                             0.83            1.80           0.85           3.73                                        


Notes: The EPS for 2002 is calculated by net profit attributable to ordinary shares over number   

                       of ordinary shares after the bonus issue.

For and on behalf of the Board

Lii Hen Industries Bhd.
Tan Wang Giap, MACS 00523
Secretary

25 August 2003


