Financial Year End
:
31/12/2003
Quarter
:
Second quarter
Quarterly report on consolidated results for the second quarter ended 30th June, 2003. These figures have not been audited.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	CURRENT

YEAR

QUARTER

30/6/2003

RM’000
	PRECEDING

YEAR

CORRESPONDING

QUARTER

AS RESTATED

30/6/2002

RM’000
	
	CURRENT

YEAR

TO DATE

30/6/2003

RM’000
	PRECEDING

YEAR

CORRESPONDING

PERIOD

AS RESTATED

30/6/2002

RM’000

	
	
	
	
	
	
	
	

	Revenue
	9,700
	
	4,683
	
	18,889
	
	9,603

	Operating Expenses
	(9,667)
	
	(5,541)
	
	(19,524)
	
	(11,581)

	Other operating income
	21
	
	176
	
	46
	
	177

	Profit/(Loss) from operations
	54
	
	(682)
	
	(589)
	
	(1,801)

	Finance costs
	(241)
	
	(265)
	
	(482)
	
	(531)

	Group’s share of pre-acquisition

  loss
	60
	
	-
	
	60
	
	-

	Investing results
	-
	
	-
	
	-
	
	-

	Loss before taxation
	(127)
	
	(947)
	
	(1,011)
	
	(2,332)

	Taxation
	229
	
	(30)
	
	131
	
	(68)

	Profit/(Loss) after taxation
	102
	
	(977)
	
	(880)
	
	(2,400)

	Minority interest
	(60)
	
	26
	
	-
	
	62

	Net profit/(loss) for the period
	42
	
	(951)
	
	(880)
	
	(2,338)

	
	
	
	
	
	
	
	

	EPS – Basic (sen)
	0.12
	
	(2.72)
	
	(2.51)
	
	(6.68)


(The Condensed Consolidated Income Statements should be read in conjunction with the Annual 

   Financial Report for the year ended 31st December, 2002)

CONDENSED CONSOLIDATED BALANCE SHEETS

	
	
	AS AT END OF

CURRENT QUARTER

(UNAUDITED)

30/6/2003

RM'000
	AS AT PRECEDING FINANCIAL YEAR END

(AUDITED)

As restated

31/12/2002

RM'000

	
	
	
	

	Property, Plant and Equipment
	40,636
	
	41,657

	Intangible Assets
	645
	
	477

	Deferred Tax Asset
	1,173
	
	967

	Current Assets
	
	
	

	
Inventories
	29,435
	
	26,806

	
Trade receivables
	4,316
	
	5,647

	
Other receivables, deposits & prepayments 
	2,339
	
	3,548

	
Fixed deposits with licensed banks
	5
	
	5

	
Cash and bank balances
	42
	
	379

	

	36,137
	
	36,385

	Current Liabilities
	
	
	

	
Trade payables 
	2,788
	
	2,256

	
Bankers’ acceptance & trust receipts
	8,278
	
	7,974

	
Other payables & accruals
	2,920
	
	1,602

	
Amount due to directors
	5,823
	
	6,359

	
Hire-purchase creditors
	623
	
	802

	
Term loans
	1,060
	
	994

	
Bank overdrafts
	3,370
	
	4,308

	
Taxation
	58
	
	58

	
	24,920
	
	24,353


	Net Current Assets
	11,217
	
	12,032

	
	53,671
	
	55,133

	Shareholders’ Funds
	
	
	

	
Share Capital
	35,000
	
	35,000

	
Reserves
	
	
	

	

Share premium
	1,437
	
	1,437

	

Retained profit
	13,046
	
	13,926

	
	49,483
	
	50,363

	Minority Interests
	-
	
	130

	Long Term Liabilities
	
	
	

	
Hire-purchase creditors
	281
	
	298

	
Term loans
	3,322
	
	3,757

	
Deferred taxation
	585
	
	585

	 
	53,671
	
	55,133

	Net tangible assets per share (sen)

· calculated based on issued and fully paid-up 35,000,000 ordinary shares (Restated to

incorporate the prior years’ adjustment arising on the change in accounting policy to comply with MASB 25)
	140
	
	143


(The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual 

   Financial Report for the year ended 31st December, 2002)   

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS 

	
	
	CUMULATIVE

CURRENT YEAR 

TO DATE

(UNAUDITED)

30/6/2003

RM’000
	PRECEDING YEAR

CORRESPONDING

PERIOD

(UNAUDITED)
30/6/2002

RM’000

	 Cash Flow From Operating Activities
	
	
	

	
	
	
	

	 Loss before taxation
	(1,011)
	
	N/R

	
	
	
	

	 Adjustments for:-
	
	
	

	 Depreciation
	1,759
	
	N/R

	 Gain on disposal of property, plant & equipment 
	(4)
	
	N/R

	 Group’s share of pre-acquisition loss
	(60)
	
	N/R

	 Goodwill amortised
	22
	
	N/R

	 Interest expense
	482
	
	N/R

	 Operating profit before working capital changes
	1,188
	
	N/R

	
	
	
	

	 Increase in inventories
	(2,629)
	
	N/R

	 Decrease in receivables
	1,264
	
	N/R

	 Increase in payables
	1,618
	
	N/R

	 Cash generated from operations
	1,441
	
	N/R

	
	
	
	

	 Interest paid
	(482)
	
	N/R

	 Tax refund
	1,272
	
	N/R

	 Tax paid
	(71)
	
	N/R

	 Net cash provided by operating activities
	2,160
	
	N/R

	
	
	
	

	 Cash Flow From Investing Activities
	
	
	

	
	
	
	

	 Proceeds from disposal of property, plant & equipment
	63
	
	N/R

	 Purchase of additional shares in a subsidiary
	(260)
	
	N/R

	 Purchase of property, plant and equipment
	(797)
	
	N/R

	 Net cash used in investing activities
	(994)
	
	N/R


	 Cash Flow From Financing Activities
	
	
	

	
	
	
	

	 Repayment of term loans
	(369)
	
	N/R

	 Financing from hire-purchase creditors
	345
	
	N/R

	 Hire-purchase instalments paid
	(541)
	
	N/R

	 Net cash used in financing activities
	(565)
	
	N/R

	 Net changes in cash & cash equivalents
	601
	
	N/R

	 Cash & cash equivalents brought forward 
	(3,924)
	
	N/R

	 *Cash & cash equivalents carried forward 
	(3,323)
	
	N/R


*Cash & cash equivalents carried forward consists of:-

	
	
	
	

	Cash and bank balances
	42
	
	N/R

	Fixed deposits with licensed banks
	5
	
	N/R

	Bank overdrafts
	(3,370)
	
	N/R

	
	(3,323)
	
	N/R


(The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual 

   Financial Report for the year ended 31st December, 2002)

Note : N/R – Not required (Preceding quarter’s result not required as this is the first second quarter cash flow statement issued
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

	
	
	
	
	

	
	Share
	Share
	Retained
	

	
	Capital
	premium
	Profit
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Period ended

 30th June, 2003
	
	
	
	

	At 1st January, 2003
	35,000
	1,437
	13,926
	50,363

	Loss after taxation
	-
	-
	(880)
	(880)

	At 30th June, 2003
	35,000
	1,437
	13,046
	49,483


	
	
	
	
	

	
	Share
	Share
	Retained
	

	
	Capital
	premium
	profit
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Period ended

 30th June, 2002
	
	
	
	

	At 1st January, 2002
	
	
	
	

	As previously reported
	35,000
	1,437
	13,358
	49,795

	Prior years’ adjustments
	
	
	
	

	 - to incorporate the tax effect arising on compliance with MASB 25
	
	
	
	

	   a) temporary difference on property, plant and equipment
	-
	-
	2,867
	2,867

	   b) revaluation reserve
	-
	-
	(602)
	(602)

	As restated
	35,000
	1,437
	15,623
	52,060

	Loss after taxation
	
	
	
	

	As previously reported
	-
	-
	(2,355)
	(2,355)

	Prior years’ adjustments
	
	
	
	

	 - to incorporate the tax effect arising on compliance with MASB 25
	
	
	
	

	   - revaluation reserve (reversal upon disposal of property)
	-
	-
	17
	17

	  
	-
	-
	(2,338)
	(2,338)

	At 30th June, 2002
	35,000
	1,437
	13,285
	49,722


(The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with 

   the Annual Financial Report for the year ended 31st December, 2002)

NOTES

1. Accounting Policies

The quarterly financial statements have been prepared based on the accounting policies and methods of computation consistent with those adopted in the 2002 annual report and in accordance with the applicable Approved Accounting Standards issued by MASB. The Company restated the financial statements in respect of prior years to incorporate the effects on adoption of MASB 25. This change in accounting policy resulted in an additional RM85,000 deferred taxation asset for the current period of six months.

2. Qualification of Financial Statements

The audited report of the preceding annual financial statements was not subjected to any qualification.

3. Seasonal or Cyclical Factors

The Group’s turnover for the year ending 31st December, 2003 is expected not to suffer from any seasonal or cyclical factors as the customers’ base of the Group has been widen since the beginning of this financial year under review and not as in previous year whereby the turnover for the first six months from January to June is comparatively lower than that of the following six months, due to the effect of the long holiday season in Japan which commences at the beginning of the year.

4. Nature and Amount of Unusual Items

There were no unusual items in the quarterly financial statement under review.

5. Nature and Amount of Changes in Estimates

There were no changes in estimates reported in previous financial year.

6. Debt and Equity Securities

There were no issuances and repayment of debts and equity securities during the financial period ended 30th June, 2003. 

7. Dividend

No interim dividend has been recommended.

8. Segmental Reporting

The Group operates principally in the manufacturing and distribution of furniture and related products. Accordingly, information by industry segment on the Group operations is not presented.

The Group operates predominantly in Malaysia and accordingly, information by geographical location on the Group operations is also not presented.

9. Valuations of Property, Plant and Equipment

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

10. Subsequent Events

Subsequent to 30th June, 2003, in connection to the Corporate Proposals as stated in Paragraph 20:-

a) The Board of Directors of the Company has on 7th August, 2003 fixed the issue price for the Placement Shares placed with Dato’ Paduka Hanapi Bin Suliman, the Executive Chairman of the Company as follows:- 

i) 3,882,000 Placement Shares issued at RM1.01 per share after a discount of ten percentum (10%) from the five (5) days weighted average market price of the Company’s shares from 31st July, 2003 to 6th August, 2003 of RM1.12. The aforesaid 3,882,000 Placement Shares were issued for the purpose of meeting the National Development Policy requirement and the condition as imposed by the Ministry of International Trade and Industry vide its letter dated 27th February, 2003. As at 4th August, 2003, the Company’s Bumiputera equity content stood at approximately 23.19% of the then existing issued and paid-up share capital of the Company. Upon completion of the Private Placement to Dato’ Paduka Hanapi Bin Suliman, the resultant Bumiputera equity content of the Company has been increased to approximately 30%.

ii) The remaining 1,118,000 Placement Shares issued at RM1.12 per share which is equivalent to the abovementioned weighted average market price of the Company’s shares of RM1.12 for the five (5) days weighted average market price of the Company’s shares from 31st July, 2003 to 6th August, 2003.

b) The additional 5,000,000 new ordinary shares of RM1.00 each issued pursuant to the aforesaid Private Placement has been granted listing and quotation on the Second Board of the Kuala Lumpur Stock Exchange with effect from 20th August, 2003.

c) The Board of Directors of the Company has on 15th August, 2003, fixed the issue price of the two-call Rights Issue at RM1.00 per share payable as follows:-

i) the first call for each Rights Share shall be RM0.90 to be payable in full in cash upon application; and

ii) the remaining second call for each Rights Share of RM0.10 shall be capitalized from the retained profits account of the Company.

The first cash call of RM0.90 per Rights Share represents a discount of RM0.1506 or approximately 14.26% from the theoretical ex-all price of RM1.0506 per share after the Rights Issue with Warrants and Bonus Issue, based on the five (5) days weighted average market price of the Company from 8th August 2003 to 14th August 2003 of RM1.2159 per share.

The Board has also concurrently fixed the exercise price of the Warrants to be issued together with the Rights Shares under the Rights Issue with Warrants at RM1.00 per share. The exercise price of RM1.00 per share, which is equivalent to the par value of the Company’s shares, represents a discount of RM0.0506 or approximately 4.8% from the theoretical ex-all price of RM1.0506 per share based on the five (5) days weighted average market price of the Company’s shares from 8th August, 2003 to 14th August, 2003 of RM1.2159 per share.

Accordingly, based on the full subscription of the Rights Shares, the total gross proceeds arising from the Rights Issue with Warrants would amount to RM14.4 million.

11. Changes in the Composition of the Group

During the current financial period ended 30th June, 2003, an acquisition of the remaining 49% equity interests in Deco Sofa Sdn Bhd by its immediate holding company, Len Cheong Furniture Sendirian Berhad, which in turn is a wholly-owned subsidiary of the Company was completed. A General Announcement to the Kuala Lumpur Stock Exchange was made on 25th April, 2003.

The consideration for the purchase of the additional 40,768 ordinary shares of RM1.00 each, representing the remaining 49% equity interests in Deco Sofa Sdn Bhd for a total consideration of RM259,666.47 was satisfied in cash of RM20,960.60 and in-kind of RM238,705.87.

12. Contingent Liabilities or Contingent Assets 

Outstanding corporate guarantees given to various financial institutions for facilities granted to subsidiary companies as at 30th June, 2003 is RM17,544,859.

13. Review of Performance

Turnover of the Group improved vastly to RM9.700 million for the current quarter which represents 107.13% increase over that of RM4.683 million achieved in the preceding year corresponding quarter. The current quarter result of a loss before taxation and minority interests of RM0.127 million was a considerable improvement as compared to the result of the same period last year of loss before taxation and minority interest of RM0.947 million. The Board is most satisfied and encouraged to see its cost cutting measures, productivity strategies and penetration to new markets bearing positive returns.
14. Comparison with Immediate Preceding Quarter's Results

	
	Current Year Quarter

30/6/2003

RM'000
	
	Immediate

Preceding

Quarter

31/3/2003

RM'000
	
	%

+/-

	
	
	
	
	
	

	Turnover
	9,700
	
	9,189
	
	+5.56

	Loss before taxation and minority interests
	(127)
	
	(884)
	
	+85.63


The turnover of RM9.700 million for the second quarter ended 31st March, 2003 as compared to a turnover of RM9.189 million achieved for the immediate preceding quarter, represent an approximate increase of 5.56%. This performance is within the Group’s expectation.
15. Current Year Prospects

Year 2003 shall be a better year as compared to year 2002. On review, the Board is most satisfied that the Group’s result for the six months shows a vast improvement as compared to the same period in previous year.

16. Profit Forecast

In conjunction with the submission to the relevant authorities for approval of the Corporate Proposals as set out in paragraph 20, the Group estimates a loss after taxation of RM1.982 million for the financial year ending 31st December, 2002 and forecasts a profit after taxation of RM0.517 million for the financial year ending 31st December, 2003. Based on the audited result for the financial year ended 31st December, 2002, the Directors are pleased that the Company could meet the estimate with a reported loss after taxation of RM1.497 million. Barring any unforeseen circumstances, the Directors are confident that the Company would also be able to achieve the profit forecasted for the financial year ending 31st December, 2003.

17. Taxation

	
	Current
	
	Current

	
	Year
	
	Year

	
	Quarter
	
	To Date

	
	30/6/2003
	
	30/6/2003

	
	RM’000
	
	RM’000

	
	
	
	

	Current taxation :
	
	
	

	Current period provision
	37
	
	75

	
	
	
	

	Deferred taxation :
	
	
	

	Transferred (from)/to deferred taxation
	(266)
	
	(206)

	
	
	
	

	
	(229)
	
	(131)


The income tax provision for the current year quarter is accrued rateably over the year based on the Group’s projected earnings.


Income tax provision of the Group for the quarter is applicable due to certain expenses being disallowed for taxation purposes and that no group relief available for losses incurred by certain subsidiaries to be set off against the taxable profits of other subsidiaries. 

18. Sale of Investments and/or Properties

There were no sale of investment and/or properties for the current financial period ended 30th June, 2003.

19. Quoted Securities

There was no purchase or disposal of quoted securities for the current financial period ended 30th June, 2003.

20. Status of Corporate Proposals

The Company had received approvals from all the relevant authorities as well as approvals from its shareholders at the EGM held on 23rd May, 2003 in respect of Corporate Proposals submitted to relevant authorities on 26th November, 2002, which comprise the following:-

i) Proposed Private Placement of 5,000,000 new ordinary shares of RM1.00 each to Dato’ Paduka Hanapi Bin Suliman, the Executive Chairman of the Company;

ii) Proposed renounceable two-call Rights Issue of 16,000,000 new ordinary shares of RM1.00 each together with 8,000,000 free detachable Warrants on the basis of two (2) Rights Shares with one (1) Warrant for every five (5) shares held after the Proposed Private Placement, whereby the first call shall be in the form of a cash payment and the second call to be capitalized from the retained profits of the Company;

iii) Proposed Bonus Issue of 4,000,000 new ordinary shares of RM1.00 each in the Company on the basis of one (1) Bonus Share for every four (4) Rights Shares subscribed by the existing shareholders and/or their renouncees pursuant to the Proposed Rights Issue with Warrants ;

iv) Proposed establishment of Employees Share Option Scheme (ESOS) to the eligible employees and executive directors of the Company and its subsidiaries;

v) Proposed granting of Options under the Proposed ESOS to the Executive Directors of the Company;

vi) Proposed amendment to Article 166 of the Articles of Association of the Company to facilitate the Proposed Bonus Issue; and

vii) Proposed increase in authorised share capital from RM50,000,000 comprising 50,000,000 ordinary shares of RM1.00 each to RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each.

The Company has completed its Corporate Proposals on item (i), (vi) and (vii) at the date of this announcement.

Detailed announcements relating to the approvals have been made to KLSE.

These mentioned proposals are meant to ensure compliance with the minimum paid up requirement of the Second Board of KLSE and to raise additional working capital for the Group. 

21. Group Borrowings

As at 30th June, 2003

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short term borrowings
	
	
	

	  Bankers’ acceptance & trust receipts
	8,278
	
-
	8,278

	  Hire-purchase creditors
	623
	 -
	623

	  Term loans
	1,060
	
-
	1,060

	  Bank overdrafts
	3,370
	-
	3,370

	
	13,331
	
-
	13,331

	Long term borrowings
	
	

	

	  Hire-purchase creditors
	281
	-
	281

	  Term loans
	3,322
	-
	3,322

	
	3,603
	-
	3,603

	Total
	16,934
	-
	16,934


22. Off Balance Sheet Financial Instruments

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

23. Material Litigation

There were no material litigation at the date of this quarterly report.

24. Earnings per share

Earnings per share is calculated by dividing the Company’s net profit/(loss) for the period by 35,000,000 ordinary shares in issue during the same period.

