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HUAT LAI RESOURCES BERHAD

(Company No. 323273-T)


NOTES TO THE QUARTERLY REPORT

A.
Selected explanatory notes pursuant to FRS 134 Interim Financial Reporting

A1.
Accounting Policies

The interim condensed financial statements are prepared in compliance with FRS 134, “Interim Financial Reporting” and Appendix B of the Listing Requirements of Bursa Malaysia Securities Berhad.  

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 2009.
A2.
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 December 2009, except for the adoption of the following new FRSs, Amendments to FRSs and IC Interpretations that are effective for the Group from 1 January 2010:
	FRS 4
	Insurance Contracts 

	FRS 7
	Financial  Instruments: Disclosures

	FRS 8
	Operating Segments

	Revised FRS 101 (2009)
	Presentation of Financial Statements

	Revised FRS 123 (2009)
	Borrowing Costs

	Revised FRS 139 (2010)
	Financial Instruments: Recognition and Measurement

	IC Interpretation 9
	Reassessment of Embedded Derivatives

	IC Interpretation 10
	Interim Financial Reporting and Impairment

	IC Interpretation 11
	FRS 2 – Group and Treasury Share Transactions

	IC Interpretation 13
	Customer Loyalty Programmes

	IC Interpretation 14
	FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction


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

The adoption of the above did not have any significant effects on the interim financial statements upon their initial application, other than as discussed below: 

A2.
Changes in Accounting Policies (continued)
a) Revised FRS 101 (2009) 
Revised FRS 101 (2009) introduces terminology changes (including revised titles for the financial statements) and changes in the format and content of the financial statements. In addition, the revised Standard requires the presentation of a third statement of financial position in the event that the entity has applied new accounting policies retrospectively. There is no impact on the Group's financial statements as this change in accounting policy affects only the presentation of the Group's financial statements.
b) Amendments to FRS 117 : Leases

Amendments to FRS 117 Leases (effective for annual periods beginning on or after 1 January 2010). The amendments to FRS 117 requires entities with existing leases of land and buildings (combined) to reassess the classification of land as a finance or operating lease. The Group has reclassified the existing leasehold land to property, plant and equipment following this reassessment, with no effect on reported profit or equity. However, as a result of the adoption of the Amendments to FRS 117, comparative balances have been restated as follows:
	
	As previously reported
	
	Effects of changes in accounting policy
	
	As restated

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Property, plant and equipment
	304,734
	
	15,533
	
	320,267

	Prepaid lease payments
	15,533
	
	(15,533)
	
	-


c) FRS 139 – Financial Instruments: Recognition and Measurement

FRS139 sets 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 those instruments at balance sheet date reflects the designation of the financial instrument.

Loan and receivables

Prior to 1 January 2010, loans and receivables were stated at the gross proceeds receivable less provision for doubtful debts. Under FRS139, loans and receivables are initially measured at fair value and subsequently at amortised cost using the effective interest rate method. Gains or losses are recognised in the consolidated income statement when the loans and receivables are derecognised, impaired or through amortisation process.

Payables

Under FRS139, payables are initially measured at fair value and subsequently at amortised cost using the effective interest rate method. Gains or losses are recognised in the consolidated income statement when the liabilities are derecognised or through amortisation process.

A2.
Changes in Accounting Policies (continued)

As a result, the following adjustments were made to the opening balances as at 1 January 2010:

	
	
	As at

1 January 2010

RM’000



	
	Decrease in Receivables
	(166)

	
	Decrease in Payables
	606

	
	Increase in Retained Earnings
	143

	
	Increase in Minority Interests
	297


These changes in accounting policies have no material impact for the current quarter.

A3.
Audit Report

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

A4.
Seasonal And Cyclical Factors

Seasonal or cyclical factors do not significantly affect the principal business operations of the Group.
A5.

Unusual Items

 

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

A6.
Changes in Estimate

There were no changes in the estimate of amounts reported in current interim period of the current financial year.
A7.

Debt and Equity Securities
Except for the issuance of 1,103,000 new ordinary shares of RM1.00 each pursuant to the exercise of the ESOS, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities.
As at 31 December 2010, a total of RM17,700,450 nominal value of outstanding Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) have been converted into 17,700,450 ordinary share of RM1.00 each in the Company.

A8.
Dividends paid 



On 15 September 2010, the Company paid an interim tax exempt dividend of 3 sen  per share amounting to RM 2,269,032 for the financial year ended 31 December 2010. On 17 December 2010, the Company paid an interim tax exempt dividend of 4 sen per share amounting to RM 3,026,172 for the financial year ended 31 December 2010.
A9.
Segmental Reporting

	
	Poultry farming
	Manufacturing of fertilizer, feeds and  egg trays 
	Others
	Eliminations
	Group

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

	External sales
	604,042
	5,910
	1,832
	
	611,784

	Intersegment sales
	195,540
	212,427
	-
	(407,967)
	-

	Total
	799,582
	218,337
	1,832
	(407,967)
	611,784

	
	
	
	
	
	


	
	Poultry 

farming
	Manufacturing of fertilizer, feeds & egg trays
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Profit / (Loss) before tax and minority interest
	30,586
	(626)
	382
	30,342

	Profit/ (Loss) after tax and minority interest
	25,067
	(644)
	169
	24,592


A10.
Valuations of Property, Plant and Equipment

The valuations of the properties of the Group which were carried out in 2006 have been brought forward from the previous annual audited financial statements without any amendment.

A11. 
Material Events Subsequent to the End of the Period Reported

Subsequent to 31 December 2010, Titan Effort Sdn Bhd (Company No. 727719-M), a wholly-owned subsidiary of the Company, had on 23 February 2011 entered into the following sale and purchase agreements with the following parties:

a.
Lim Kok Wah & Company Sdn Bhd (Company No. 6667-A) for the acquisition of all those 136 plots of freehold agricultural land planted with oil palm trees measuring 277.6390 hectares (686.06 acres) for a total consideration of RM48,024,200.00; and

b. Lim Chong & Company Sendirian Berhad (Company No. 9408-P) for the acquisition of all those 43 plots of freehold agricultural land planted with oil palm and rubber trees measuring 82.3723 hectares (203.546 acres) for a total consideration of RM14,248,220.00

A12. 
Changes In Composition Of The Group

There were no major changes in the composition of the Group during the quarter under review.
A13. 
Changes In Contingent Liabilities


Changes in material contingent liabilities of the Group and Company since 31 December  2009 were as follows :  

	
	Group
	Company

	
	31.12.2010
	31.12.2009
	31.12.2010
	31.12.2009

	
	RM’000
	RM’000
	RM’000
	RM’000

	Guarantees granted by the Company to third parties for credit facilities extended to subsidiaries

Outstanding guarantees granted by the Company to third parties for credit facilities extended to subsidiaries
	Nil

Nil
	Nil

Nil


	438,240
227,951
	335,220
201,507


B.
Selected explanatory notes pursuant to Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

B1.

Review Of The Performance Of The Company And Its Principal Subsidiaries

The Group’s turnover for the quarter ended 31 December 2010 has increased by 22% to RM161.258 million from RM131.986 million for the corresponding quarter ended 31 December 2009. The increase in turnover is mainly due to higher selling prices and quantity of poultry products.
The Group registered a pretax profit of RM6.662 million as compared to a pretax profit of RM1.427 million in the corresponding quarter last year. The pretax profit is due to higher selling prices and quantity of poultry products in the current quarter.
B2. 
Comparison With The Preceding Quarter’s Results

For the quarter ended 31 December 2010, the Group registered a pretax profit of RM6.662 million as compared to a pretax profit of RM21.699 million for the preceding quarter ended 30 September 2010. The Group’s lower profit for the period was due to lower selling prices of poultry products during the quarter. 
B3. 
Commentary On Current Year Prospect

As for the prospect of the Group for the current year, the Board of Directors remain optimistic that the demand for eggs and broiler products will sustain considering that  they are the primary sources of protein of all community. However with the anticipated increase in prices of raw material i.e. corn, soyabean, it is expected to impact the profitability of the Group.
B4.

Variance on forecast profit / profit guarantee

Not applicable as no profit guarantee was issued.

B5.

Income Tax Expense

The tax expense comprises :

	
	Individual Quarter
	   
	Cumulative Quarter

	
	 31.12.10
	31.12.09
	
	   31.12.10
	31.12.09

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	In respect of the financial    period          
	
	
	
	
	

	     Malaysian income tax
	638
	1,339
	
	905
	1,339

	   Deferred tax
	4,763
	2,771
	
	4,845
	2,925

	
	5,401
	4,110
	
	5,750
	4,264


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

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

B7.

Quoted Investments

There were no sales of quoted investments for the current quarter and financial year to date.
B8.

Status Of Corporate Proposals  
There were no corporate proposals announced but not completed as at 28 February 2011.
B9.

Group Borrowings 


Group borrowings all of which are secured as at 31 December 2010 were as follows:

	
	Current 
	Non Current
	Total

	
	RM’000
	RM’000
	RM’000

	Hire purchase and finance lease liabilities
	11,075
	12,858
	23,933

	Bank borrowings
	168,979
	80,837
	249,816

	Bank overdraft
	5,050
	-
	5,050

	Total borrowings
	185,104

	93,695

	278,799


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
The first interim tax exempt dividend of 3 sen  per share amounting to RM2,269,032 has been paid on 15 September 2010.  The second interim tax exempt dividend of 4 sen  per share amounting to RM3,026,172 has been paid on 17 December 2010.
B13.
Earnings / (Loss) Per Share
	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	31.12.10
	31.12.09
	
	31.12.10
	31.12.09

	
	
	RM’000
	RM’000
	
	RM’000
	RM’000

	a)
	Basic Earnings / (Loss) per Share
	
	
	
	
	

	
	· Continuing operations

	
	
	
	
	

	
	Net profit / (Loss) for the period
	384
	(2,672)
	
	23,757
	5,120

	
	
	
	
	
	
	

	
	Weighted average number of ordinary shares
	75,694
	64,799
	
	71,838
	64,799

	
	
	
	
	
	
	

	
	Basic Earnings / (Loss) per share (sen)
	0.51
	(4.12)
	
	33.07
	7.90

	
	
	
	
	
	
	

	
	Basic Earnings /(Loss) per Share
	
	
	
	
	

	
	· Discontinuing operations


	
	
	
	
	

	
	Net profit for the period
	-
	5,195
	
	-
	5,195

	
	
	
	
	
	
	

	
	Weighted average number of ordinary shares
	-
	64,799
	
	-
	64,799

	
	
	
	
	
	
	

	
	Basic Earnings per share (sen)
	-
	8.02
	
	-
	8.02

	
	
	
	
	
	
	

	
	Total basic earnings per share (sen)
	0.51
	3.90
	
	33.07
	15.92

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	b)


	Diluted Earnings / (Loss) Per Share
	
	
	
	
	

	
	· Continuing operations


	
	
	
	
	

	
	Net profit for the period
	384

	-
	
	23,757

	5,120

	
	
	
	
	
	
	

	
	Add : Coupon interest of ICULS
	-
	-
	
	-
	16

	
	
	
	
	
	
	

	
	Adjusted net profit attributable to shareholders
	-
	-
	
	-
	5,136

	
	
	
	
	
	
	

	
	Weighted average number of ordinary shares
	75,694
	-
	
	71,838
	64,799

	
	
	
	
	
	
	

	
	Effect of incremental shares on conversion of ICULS
	-
	-
	
	  -    
	17,701

	
	Number of shares deemed to have been issued for no
consideration – ESOS

	483
	-
	
	224
	 - 



	
	Weighted average number of ordinary shares
	76,177

	-
	
	72,062
	82,500

	
	
	
	
	
	
	

	
	Diluted earnings per share (sen)  
	0.50
	-*
	
	32.97
	6.22

	
	
	
	
	
	
	

	
	Diluted Earnings Per Share
	
	
	
	
	

	
	· Discontinuing operations


	
	
	
	
	

	
	Net profit attributable to shareholders
	-     

	-
	
	-
	5,195

	
	
	
	
	
	
	

	
	Add : Coupon interest of ICULS
	-
	-
	
	-
	-

	
	
	
	
	
	
	

	
	Adjusted net profit attributable to shareholders
	-
	-
	
	-
	5,195

	
	
	
	
	
	
	

	
	Weighted average number of ordinary shares
	-
	-
	
	-
	64,799

	
	
	
	
	
	
	

	
	Effect of incremental shares on conversion of ICULS
	-
	-
	
	  -    
	17,701

	
	Weighted average number of ordinary shares
	-
	-
	
	-
	82,500

	
	
	
	
	
	
	

	
	Diluted earnings per share (sen)  
	-
	-*
	
	-
	6.30

	
	
	
	
	
	
	

	
	Total diluted earnings per share (sen)
	0.50
	-
	
	32.97
	12.52


  * There is no dilutive earnings per share because it is anti-dilutive.
B14.
Cash and cash equivalents at end of the financial year



[image: image1.emf]RM'000

Cash and bank balances 2,530            

Fixed deposits with licensed banks 15,872          

Bank Overdraft (5,050)           

13,352          

Less : Fixed deposits pledged (13,244)         

108               


B15.
Realised and unrealised profits of the Group


[image: image2.emf]31.12.10 30.09.10

RM'000 RM'000

Total retained profits

 - Realised 38,734           36,516        

 - Unrealised  (25,959)          (20,705)      

Total retained profits 12,775           15,811        

Add : Consolidation adjustment 5,636             5,242          

18,411           21,053        
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