LII HEN INDUSTRIES BHD (301361-U)


NOTES TO THE QUARTERLY FINANCIAL REPORT 

FOR THE PERIOD ENDED 30 SEPTEMBER 2004

1. 
Accounting Policies

The interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad

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

           statements of the Group for the year ended 31 December 2003.

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 2003

2.
Qualified audit report
The preceding financial statements for the year ended 31 December 2003 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 September 2004

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 September 2004.  

-continue

7.
Dividend Paid

Since the end of the previous financial year, the Company on 30th July 2004 had made the payment of first and final dividend of 2% less tax per ordinary share amounted to RM 864,000 in respect of financial year ended 31st December2003.

   8.        Segmental reporting

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
	         -
	54,869
	12,843
	-
	67,712

	Inter-segment revenue
	 - 
	22,641
	-
	(22,641)
	0

	Total
	          -
	77,510
	12,843
	(22,641)
	67,712

	Results
	
	
	
	
	

	
	
	
	
	
	

	Segment Results
	-
	1,740
	1,612
	-
	3,352

	Unallocated corporate expense
	               
	
	
	
	(262)

	
	
	
	
	
	

	Profit from operations
	
	
	
	
	3,090



	
	
	
	
	
	

	Finance cost ,net
	
	
	
	
	(530)

	
	
	
	
	
	

	Profit before

taxation
	
	
	
	
	2,560

	
	
	
	
	
	

	Taxation
	
	
	
	
	(449)

	
	
	
	
	
	

	Net profit for the period


	
	
	
	
	             2,111
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8.     Segmental reporting



	
	Investment holding

RM’000
	Manufacturing

RM’000
	Marketing and distribution

RM’000
	Elimination

RM’000
	Consolidated

RM’000

	ASSETS AND LIABILITIES
	
	
	
	
	

	Segment assets
	-
	97,076
	8,018
	-
	105,094

	Unallocated corporate assets
	
	
	
	
	216

	
	
	
	
	
	

	Consolidated total assets
	
	
	
	
	105,310

	
	
	
	
	
	

	Segments liabilities
	-
	19,368
	4,429
	-
	23,797

	Unallocated corporate liabilities
	
	
	
	
	23

	
	
	
	
	
	

	Consolidated total liabilities
	
	
	
	
	23,820

	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	

	Capital expenditure
	-
	780
	644
	-
	1,424

	
	
	
	
	
	

	Depreciation
	-
	2,967
	120
	-
	3,087

	
	
	
	
	
	

	Amortisation
	-
	45
	-
	-
	45

	Non-cash expenses other than depreciation and amortisation
	-
	-
	-
	-
	-
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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 September 2004

10.     Subsequent events  

There were no material events subsequent to 30 September 2004 at the date of 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 September 2004.

 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





    

    3,038

· unsecured







      -       
Corporate guarantees for credit facilities granted to subsidiary                       34,865           

companies ( unsecured )
13.
Capital commitments

Capital expenditure for the acquisition of factory: -










           RM’000

Approved and contracted for





  2,790
 










           ======
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ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS

14.
Review of performance                                                      Profit                        Net profit   







Revenue                  before tax                    after tax

   





  RM’000                  RM’000                     RM’000

9 months ended 30 Sept 2004
              67,712

2,560 


2,111







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


9 months ended 30 Sept 2003            
  63,468

1,420


   803

 





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


Turnover for the Group for the period ended 30 September 2004 registered at RM67.71 million, shown an increase of 6.68% compared to RM63.47 million in the corresponding period last year. With the moderate increase in turnover, the Group’s profit before taxation increased by 80.28% from RM1.42 million to RM2.56 million  

The improvement of the profit before tax for the period ended 30 September 2004 was mainly due to the lower operating expenses incurred compared to the same period of last year.

15       Quarterly analysis









          Profit 

      Net profit

           





    Revenue
       before tax

        after tax 







    RM’000
        RM’000
                    RM’000


Third quarter ended 30 Sept 2004
    26,495
         1,526

          1,264


Second quarter ended 30 June 2004       23,048 
         1,497
 
             983

The Group’s turnover for the quarter under review recorded an increase of 14.97% from RM23.05 million to RM26.50 million. In spite of the increased in turnover, the Group’s profit before tax for the current quarter increased marginally by 2.00% from RM1.50 million to RM1.53 million  

The increase in turnover in the quarter under review was attributed to the higher proportion of the lower end products being produced in certain subsidiary companies, hence resulting in the lower profit margin generated for the current quarter. 
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16.      Current year prospects
The prevailing global market conditions shall continue to have impact on the Group's export and local operations. The significant price increases of the cost of the raw materials will continue to put pressure on the product’s margin. However, various strategies are being implemented to enhance the Group's earnings growth by the development and marketing of high-end furniture products; rationalisation efforts and management focus on improving the Group’s operation efficiencies.

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                                            230                        590

· under/(over) provision in prior year

· Deferred taxation                                                  32                      (141)

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

                                                                                              262                        449     

          






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

The effective tax rate is lower than the statutory tax rate of 28% for the quarter under review was due to special tax rate of 20% on the first chargeable income of RM500,000 enjoyed by certain subsidiary companies.

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 September 2004.

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

-continue

22.
Group Borrowings and Debt Securities


The Group's borrowings as at 30 September 2004 are as follows: -



Secured    
 Unsecured          Total



RM'000
        RM'000          RM'000


Short Term                                         14,883                 -
              14,883



Long Term
                                                  -                  -  
                     -
 


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


 
                                                           14,883                  -
             14,883  


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

23.
Off Balance Sheet Financial Instruments


There were no financial instruments with off balance sheet risk during the financial period ended 30 September 2004 other than the following forward contracts to sell US Dollar in relation to the Group’s confirmed sales: -

                                        Outstanding                             

                                       Contracts in               Exchange                Equivalent           Expiry

            Currency              USD’000                     Rate                     in RM’000            Date


US Dollar               63,169 

   3.8020
         240,169 

19/10/2004


US Dollar
       36,049

   3.8020 
         137,057

25/10/2004


US Dollar
     210,000
               3.8030
         798,630

31/10/2004

  
US Dollar
       44,546
               3.8050
         169,496

31/10/2004


US Dollar
       90,000

   3.8035
         342,315

29/10/2004


US Dollar 
     200,000

   3.8025
         760,500

31/10/2004

 
US Dollar  
     150,000                     3.8025                   570,375              19/11/2004


US Dollar             180,000                     3.8025                   684,450              30/11/2004 


US Dollar             130,000                     3.8012                   494,156              30/11/2004


US Dollar             100,000                     3.8020                   380,200              30/11/2004


US Dollar
     100,000                     3.8012                   380,120              30/11/2004


US Dollar             150,000                     3.8036 
         570,540              06/12/2004


US Dollar             130,000                     3.8021                   494,273              27/12/2004


US Dollar             100,000                     3.8021                   380,210              27/12/2004


US Dollar
     100,000

   3.8023
         380,230
 
31/12/2004


US Dollar
     200,000

   3.8035
         760,700 

31/12/2004





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


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

                     

  1,983,763



      7,543,421




 =========



     =========

The related accounting policies for the off balance sheet financial statements are as disclosed in the audited financial statements for the year ended 31 December 2003.
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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 September 2004. 

26.
Basic Earning per Share
                                                                                     Current Quarter           Year to Date

                                                                                         30 September           30 September                                                                                   

                                                                                       2004           2003          2004          2003

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

            Profit attributable to shareholders                        1,264          318           2,111              803

            Weighted average number of shares                   60,000       60,000       60,000        60,000
Basic Earning per Share (sen)                              2.11           0.53             3.52            1.34                                       

For and on behalf of the Board

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

22 November 2004

