Huat Lai Resources Berhad



Page 1

 HUAT LAI RESOURCES BERHAD 

(Company No. 323273-T)

NOTES TO THE QUARTERLY REPORT

A.
Selected explanatory notes pursuant to paragraph 16, MASB 26 Interim Financial Reporting

A1.
Accounting Policies

The interim condensed financial statements are prepared in compliance with MASB 26,”Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements.  

The interim condensed financial statements have been prepared based on accounting policies and methods of computation which are consistent with those adopted in the preparation of the audited financial statements for the year ended 31 December 2002, except for the adoption of a new applicable approved accounting standard,  MASB 25 “Income Tax” which is applied retrospectively.

Deferred Taxation

Prior to adoption of MASB 25, the tax effect of incentives was recognized in accordance with “IAS 12 Accounting For Taxes on Income”. With the adoption of MASB 25, deferred tax is now provided on the applicable temporary differences arising from the tax bases of assets and liabilities and their carrying amounts. Deferred tax effect is also recognised on revaluation surplus of landed properties.

The new accounting policy has the effect of decreasing consolidated net profit for the period ended 30 September 2003 by RM600,000. The other effect of the new accounting policy on the Group’s financial statements are as follows :






As previously 
Effects of
As






       reported
    change
restated






         RM’000
  RM’000
 RM’000

Balance sheet : 

Retained earnings

- 31 December 2002


            11,954
     (4,944)
      7,010
Revaluation reserve

- 31 December 2002



 7,870         (4,326)               3,544
Deferred tax liabilities 

- 31 December 2002


                  67
         9,270
       9,337


Income Statement : 

Tax

-31 December 2002



      68              1,298      
        1,366
A2.
Audit Report

The auditors’ report on the preceding year’s annual financial statements was not subject to any qualification.

A3.
Seasonal And Cyclical Factors

Seasonal or cyclical factors do not significantly affect the principal business operations of the Group.
A4.

Unusual Items

 

There were no unusual items in the current quarter and financial year to date.

A5.
Changes in Estimate

There were no changes in the estimate of amounts reported in prior interim period of the current financial year.

A6.

Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the quarter under review.

A7.
Dividends paid 



For the current quarter under review, the final dividend in respect of the year ended 31 December 2002, amounting to RM1,000,000 was paid to shareholders on 25 September 2003.

A8.
Segmental Reporting


Poultry farming
Manufacturing of fertilizer, egg trays and liquid eggs
Eliminations
Group


RM’000
RM’000
RM’000
RM’000

External sales
54,627
3,017
-
57,644

Intersegment sales
240
2,666
(2,906)
-


54,867
5,683
(2,906)
57,644


Poultry farming
Manufacturing of fertilizer, egg trays and liquid eggs
Total


RM’000
RM’000
RM’000

Profit / (loss) before tax
3,904
(19)
3,885

Profit / (loss) after tax
3,054
(19)
3,035

A9.
Valuations of Property, Plant and Equipment


The valuations of the properties of the Group which were carried out in 2001 have been brought forward from the previous annual audited financial statements without any amendment.

A10. 
Material Events Subsequent to the End of the Period Reported

There are no material subsequent events that have arisen in the interval between the end of the current quarter ended 30 September 2003 to the date of this announcement, which would substantially affect the financial results of the Group for the current quarter and the financial year to date.

A11. 
Changes In Composition Of The Group

There were no major changes in the composition of the Group during the quarter under review  and the financial year to date.

A12. 
Changes In Contingent Liabilities


Changes in material contingent liabilities of the Group and Company since 31 December 2002 were as follows :  







Group



Company

 




27/09/2003     31/12/2002     27/09/2003
       31/12/2002






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



Guarantees granted
            Nil
         Nil 
24,925
                15,379


  
by the Company to 



banks for credit



facilities extended 



to subsidiaries 

B.
Selected explanatory notes pursuant to Part A of Appendix 9B of the KLSE revised listing requirements.

B1.

Review Of The Performance Of The Company And Its Principal Subsidiaries

The Group’s turnover increased by 18% to RM57.64 million from RM48.83 million in the corresponding period ended 30 September 2002 . The increase in turnover 

is due to installation of new layer cages thus resulting in increase in production capacity.

B2. 
Comparison With The Preceding Quarter’s Results

For the quarter  ended 30 September 2003, the Group registered a pretax profit of 

RM0.917 million as compared to RM0.974 million for the preceding quarter ended

30 June 2003.


The decreased profit is mainly due to lower prices of eggs during the quarter.

B3. 
Commentary On Current Year Prospect

The directors expect the industry to be highly competitive in the current year due to uncertainty in worldwide economic conditions. Barring any unforeseen circumstances, the Board of Directors expects that the Company will perform satisfactorily this year. 

B4.

 Variance on forecast profit / profit guarantee

Not applicable as no profit guarantee was issued.

B5.

Income Tax Expense


The taxation charge comprises :


Individual quarter
   
Cumulative Quarter


30/9/03
30/9/02

30/9/03
30/9/02


RM’000
RM’000

RM’000
RM’000

In respect of the financial period :






  Malaysian income tax
150
13

250
226

    Deferred tax
200
311

600
972


350
324

500
1,198

Adjustment for prior periods :






Malaysian income tax
-
-

-
-

Deferred tax
-
-

-
-


350
324

850
1,198

The effective tax rates of the Group and the Company are lower than the statutory income tax rate mainly due to the availability of tax incentives.

B6.
Profits On Any Sale Of Investments And/Or Properties

There were no sales of investments and/or properties for the current quarter and financial year to date.

B7.

Quoted Investments

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

There were no investments in quoted securities as at 30 September 2003.

B8.

Status Of Corporate Proposals 

On 4 November 2003, the Securities Commission has approved the following proposals:-

· the Private Placement of up to 5,000,000 new ordinary shares of RM1.00 each in Huat Lai Resources Berhad representing not more than 10% of the enlarged issued and paid up share capital of the Company

- 
the listing of and quotation for up to 5,000,000 new ordinary shares of RM1.00 each in Huat Lai Resources Berhad on the Kuala Lumpur Stock Exchange pursuant to the Private Placement

B9.

Group Borrowings 


Group borrowings all of which are secured as at 30 September 2003 were as follows:


Current
Non current
Total


RM'000
RM'000
RM'000






Hire-purchase   
3,620
7,350
10,970

Bank borrowings
33,322
43,719
77,041






Total Borrowings
36,942
51,069
88,011

The borrowings are all denominated in Ringgit Malaysia.

B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of this quarterly report.

B11.
Pending Material Litigation


There was no pending material litigation as at the date of this quarterly report.

B12.
Dividend


No dividend has been declared for the current quarter under review.

B13.
Earnings Per Share

The basic earnings per share is calculated based on the profit attributable to shareholders and 50,000,000 ordinary shares of RM1 each.

B14.
Cash and cash equivalents at end of the financial period








                         RM’000







Fixed deposits with licensed banks




  2,688


Cash and bank balances






  9,337










12,025


Less : Fixed deposits pledged





(2,688)










  9,337
