LONG HUAT GROUP BERHAD

EXPLANATORY NOTES

FOR THE QUARTER ENDED 30 NOVEMBER 2001
1.
There is no change in the significant accounting policies adopted in preparing this quarterly financial statements as compared with the most recent annual financial statements as for the year ended August 31, 2001.

In the opinion of the Directors, the results of the operations of the Group and the Company during the financial year were substantially affected by the items, transactions or events of a material and unusual nature as follows:-

i. There were disposals of certain assets of the Group during the financial year under review.  However, the Board of Directors, at this juncture and pending further investigations, is unable to determine the complete details of the said disposals including the assets disposed, sales proceeds, buyer(s) of the assets and utilization of proceeds.

ii. The Board of Directors, at this juncture and pending further investigations, is unable to determine the realizable value of the remaining assets of the Group. 

iii. The Board of Directors, at this juncture and pending further investigations, is unable to determine the movements in the stocks in the financial year under review and had also, based on the stock count conducted on October 16, 2001, adopted the prudent approach by proposing a carrying value of RM NIL on the value of stocks.

iv. The financial statements of the foreign subsidiaries have not been accounted in the financial statements.  The Board of Directors is unable to determine the carrying value of these investments and pending further investigations, the Board of Directors made a prudent approach to write-off the entire investments in these foreign subsidiaries.

2. There is no exceptional item.

3. There is no extraordinary item.

4.
Taxation




31.11.2001

31.11.2000




RM’000

RM’000








Current year


-

12

Write off/(provision) for deferred tax


-

-

Prior year under provision


-

-




-

12






5. There is no profit on any sale of investments and/or properties for the current financial year to date.

6. There is no purchase or disposal of quoted securities

(a)








RM



Total Purchase






NIL



Total Disposals






NIL



Total Profit/(Loss) on Disposal




NIL

(b) Investment in quoted shares as at November 30, 2001

RM

Total investments at cost




25,555

Total investments at carrying value/book value
      
  
  8,299

(after provision for diminution in value)

Total investment at market value at end of 


  7,037

Reporting period (November 30, 2001)



    

7. There is no change in the composition of the company for the current financial year to date.

8. The company had made various announcements to the Kuala Lumpur Stock Exchange pertaining to the LHGB Scheme which comprise of the following :-

*Proposed acquisition of :

a.
74.2% equity interest in Unicorn Timber Industries Berhad;

b. 41.0% equity interest in Landwell Resources Pte Ltd;

c. 30.0% equity interest in Coming Dragon Sdn Bhd;

d. 100.0% equity interest in General Vinyl Industries Sdn Bhd; and 

e. 100.0% equity interest in Chen Yew Plastic Sdn Bhd.

*
Proposed rights issue up to a maximum of 74,800,000 new ordinary shares on the basis of 2 new shares for every 1 existing share held at an issue price of RM 2.40 per share.

*
Proposed issue of RM 100 million nominal amount of 3% Redeemable Bank Guaranteed Bonds 1998/2003 with up to 37,400,000 detachable warrants on a “bought-deal” basis.

Subsequently, on December 30, 1997, the Company had announced that the aforementioned proposals would be deferred indefinitely due to the economic situation then.  Company is in the process of seeking legal adviser to terminate the above mentioned agreements.

9. There is no issuance and repayment of debt securities and equity securities for the current financial year to date.

10. Short Term Borrowing





RM’000



Short Term loan 





 9,195



Revolving Credits





  8,001



Bank Overdrafts





24,188



Bill Payable






18,378










59,762
The Group’s bank credit facilities obtained from local financial institutions are secured by fixed and floating charges over the freehold and leasehold land and buildings and other assets of the Group.  The said facilities for the subsidiaries are also guaranteed by the Company.   The bank credit facilities of the Company are secured by way of a corporate guarantee of a subsidiary company and negative pledges of its present and future assets to the lending financial institutions.  Those of the subsidiary companies are secured by way of a fixed legal charge over their respective subsidiary company’s freehold and leasehold land and buildings, loan agreement, debenture incorporating fixed and floating charges over the present and future assets and the corporate guarantee of the Company.

11.
Contingent Liabilities

The Company has provided corporate guarantee to the extent of RM 35,980,719 (2000 : RM 64,008,993) to financial institutions for credit facilities and hire purchase facilities granted by the financial institution to certain subsidiaries.

12.
During the financial quarter ended 30 November 2001, the Group and the Company have not entered into any contract involving off balance sheet financial instruments.

13.
Pending Material Litigation

i.     Affin Bank Berhad

Affin Bank Berhad (“Affin”) had filed a writ of summons against Ikman Industries Sdn Bhd, a wholly owned  subsidiary  of  Long Huat Group Berhad and the Company for  outstanding banking facilities totaling RM7, 762,196.91 plus interest and other costs. Affin’s application for Summary Judgement was dismissed with costs.

ii.     Affin Bank Berhad

Affin Bank Berhad had filed a writ of summons against Long Huat Group Berhad for outstanding banking facilities totaling RM6, 011,590.71 plus interest and other costs.  Case has been postponed pending a new hearing date.

iii.     Hong Leong Bank Berhad

Hong Leong Bank Berhad had filed a writ of summons against Ikman Industries Sdn Bhd as first defendant and Long Huat Group Berhad as second defendant for outstanding banking facilities totaling RM2, 493,435.02 plus legal cost and other cost. Judgement had been entered on 11/7/2001.

iv.    Phileo Allied Bank Berhad

Phileo Allied Bank Berhad had filed in a writ of summons against Long Huat Group Berhad for outstanding bank facilities totaling RM3, 114,833.56 plus other costs and relief.  The Company’s application for Stay Of Execution ( of the Summary Judgement dated 6/10/01) was allowed with costs.

v.     HSBC Bank (Malaysia) Berhad

HSBC Bank (Malaysia) Berhad (“HSBC”) had filed a writ against Long Huat Manufacturing Sdn Bhd, a wholly owned subsidiary of Long Huat Group Berhad as first defendant and Long Huat Group Berhad as second defendant for outstanding bank facilities totaling RM3, 955, 186.58 plus RM10, 000.00 legal cost and any other costs and relief. Judgement obtained by HSBC on 28/7/99 and assignment was made to pay the judgement sum in installments of RM50, 000.00 per month. 

The Company was informed through the advertisement in the Sun newspaper on 31st January 2002. That a winding-up petition was served by HSBC at the Temerloh High Court on 28th September 2001. The Petition is fixed for hearing on 16/04/2002. However, the Company has yet to receive the notice of the petition from the said bank, and as such the detailed contents are unavailable.

The Company has instructed its solicitors to obtain the details from HSBC or its solicitors. The Company is also seeking legal advice on this matter from its own solicitors.

vi.     Hong Leong Bank Berhad

Hong Leong Bank Berhad had filed in a writ against Long Huat Group Berhad for outstanding bank facilities totaling RM3, 909,171.91 plus legal cost and any other costs and relief. The Company’s solicitors had filed in affidavit in reply on 2nd April 2001. Judgement was entered on 21/7/2001. 

vii.     RHB Bank Berhad

RHB Bank Berhad had filed in a writ of summons against Ikman Industries Sdn Bhd and Long Huat Group Berhad for outstanding bank facilities totaling RM1, 132,131.69 plus interest and any other costs and relief.  The Company’s solicitors had filed in an appearance on behalf of the Company on 28th March 2001. The Company has yet to file its defense and the matter is still pending.

viii.    OCBC Bank Malaysia Bank Berhad

Writ of Summon dated 19th June 2001 naming Long Huat Furniture Sdn Bhd, a wholly owned Subsidiary of the Company as the first defendant and the company as the second defendant, was served on Long Huat Furniture Sdn Bhd and the Company by Merss Shook Lin & Bok the solicitors of OCB at the material time on 2nd August 2001 claiming an outstanding amount totaling RM4, 905,706.57, plus interest and other costs and relief. Judgment In Default was entered against both Defendants. The Company is currently negotiating with the banker to restructure the bank facilities.

An amended  writ of summons dated 7th August 2001, was served on  LH Beach Resort Sdn. Bhd., a wholly owned subsidiary of the Company as the first defendant and the Company as the second defendant. The amount claim is for RM2,144,235.64.  Judgement In Default was served against the First and Second Defendant.

ix. Bank Islam Malaysia Berhad


A letter of demand dated 9th January 2001 was served on Long Huat Furniture Sdn Bhd by Messrs Md Tajuddin & Co the solicitors of Bank Islam at the material time on 12th February 2001 claiming an outstanding amount totaling RM449, 105.73 plus interest, costs and other relief.  The Company is currently negotiating with the banker to restructure the bank facilities.

x. Bumiputra Commerce Bank Berhad 

Writ of Summons dated 19/10/2001 was served on Long Huat Furniture (“Long Huat Furniture”) and   the  Company as the Guarantor for LHF. The amount claim is for RM2,976,938.38.

14.
Segmental reporting
Segmental information is provided on the activities of the Group, details of which are as follows:
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before 
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RM'000

RM'000

RM'000

Timber & related activities

-

             

 

(1,506)
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15
As most of provisions were made in previous financial year, the Group recorded a lower losses in the 1st. quarter results.

16. Review of results

As announced on 14 August 2001, pursuant to Practice Note 10/2001, the timber operations were ceased due to cash flow problems and difficulties to raise funds for its working capital. 

17. Material Events Subsequent to Preceding Quarter’s Report 

Reference is made to the Company’s Initial Announcement made on 14 August 2001, in respect of the position of the Company having inadequate level of operations by virtue of Paragraph 2.1(a) of Practice Note No. 10/2001.

The Company wishes to inform that it has been actively seeking various parties to inject viable assets to ensure an adequate level of operations for the Group.

To date, the Company has been in discussions with a few parties who have expressed an interest in resuscitating LHGB. Further to the indications of the interest from these parties, the Company is in the process of reviewing the business and/or assets that may be potentially injected into LHGB.

18. There is no obvious seasonal or cyclical trend on the Group operations.

19. Current year prospect

As previously mentioned in paragraph 17, the Company has been in discussions with a few parties to resuscitate LHGB. 

20. The Company is not subjected to any profit forecast /or profit guarantee requirement

21. There is no decision to propose any dividend for the current financial year ending 31 August 2002.

BY ORDER OF THE BOARD
CHEE CHEE HENG
Director

Kuala Lumpur

31 January, 2002
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				Revenue		Profit/(loss) before taxation		Total assets employed

				RM'000		RM'000		RM'000

		Timber & related activities		- 0		(1,506)		14,215

		Shoes		24		(110)		912

		Property development		- 0		(94)		7,190

				24		(1,710)		22,317






