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 Annual Financial Report for the year ended 31st August 2001)

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

Note: There are no comparative figures as this is the first interim financial report prepared in accordance with MASB 

Note:

1) The Group had recently changed its financial year-end from 31 August 2002 to 31 December 2002.
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(The Condensed Consolidated Cash Flow Statement should be read in conjunction with  

Note: There are no comparative figures as this is the first interim financial report prepared in

           accordance with MASB 26 Interim Financial Reporting


LONG HUAT GROUP BERHAD (“LHGB”)

EXPLANATORY NOTES

FOR THE PERIOD ENDED 31 DECEMBER 2002
A. Notes To The Interim Financial Report

A1.
Accounting Policies

The interim financial report has been prepared in accordance with Interim Financial Reporting and paragraph 9.22 of Kuala Lumpur Stock Exchange Listing Requirements. The unaudited quarterly accounts have been prepared based on the same accounting policies and methods of computation consistent with those adopted in the 2001 Audited Financial Statements. There have been no changes to these policies and/or methods adopted for the current financial year to date.  

A2.
Audit Report of Previous Annual Financial Statements
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 previous 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 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.

A3.
Seasonality or Cyclicality of Operations
Not applicable.

A4.
Change in Accounting Estimates 

There were no changes in estimates of amounts that resulted a material effect in the current quarter under review. 

A5.
Debt and Equity Securities
There was no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current quarter under review.

A6.
Dividends Paid
There were no dividends paid during the financial period ended 31 December 2002.

A7.
Segmental Information

Analysis by activities


Revenue

Profit/(loss)
Total




before
assets




taxation
employed



RM'000
RM'000
RM'000


Timber and Related Activities
-
(11,425)
9,021
                                    



Shoes
73
(2,114)
10


Property Development
-
(5,384)
2,127



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



73
(18,923)
11,158




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

A8.
Material Events Subsequent to the End of the Interim Period
On 27 January 2003, the Company had entered into a new MOU with Lew Swee Kiat Holdings Sdn Bhd (“LSKH”) in respect of the restructuring of the Company. The full announcement to the Exchange on the MOU was made on 28 January 2003.

A9.

Changes in the Composition of the Group
There were no changes in the composition of the Company/Group during the period.


A10.
Restructuring Scheme Announced

In April 1997, the Company had made various announcements to the Kuala Lumpur Stock Exchange (“KLSE”)  pertaining to the Scheme ‘restructuring exercise’ which comprise of the following :-

i)
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.

ii)
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.

iii)
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. As previously mentioned in our announcement for the results of the fourth quarter ended 31 August 2002, the Company had obtained the signed mutual letters of termination from all the vendors for the above acquisitions save for a remaining vendor in Unicorn Timber Industries Berhad (“UTIB”).

To date, the Company has not been able to obtain the signed mutual letter of termination from the said vendor. Nonetheless, the Board of Directors of LHGB had resolved to terminate the acquisition of UTIB and accordingly, all the above proposals (Proposed Acquisitions, Rights Issue and Bonds Issue) are terminated 
B.

Additional Information Required By The KLSE’s Listing Requirements
B1.

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

B2.
    Current Year Prospect

As previously mentioned in paragraph A8, the Company has signed a MOU with LSKH in respect of the proposed restructuring of the Company for the purpose to resuscitate LHGB.  Therefore, the prospects of the LHGB will be dependent on the outcome of the proposed restructuring.

B3.

Profit Forecast/Profit Guarantee

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.

B4.

Taxation

	
	
	
	31.12.2002
	
	31.8.2001

	
	
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Current year
	
	
	-
	
	-

	Write off/(provision) for deferred tax
	
	
	150
	
	-

	Prior year under provision
	
	
	-
	
	334

	
	
	
	150
	
	334


B5.
Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investments and/or properties in the current          quarter.

B6.
Quoted Securities

There were no purchases or disposals of quoted securities in the current quarter.

B7.
Borrowings 



Group borrowings as at 31 December 2002



RM'000


Short Term Loan
10,421

Revolving Credit
8,650


Bank Overdrafts
26,605


Bill Payable
20,069



-----------




65,745



   =======

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.

B8.
Financial Instruments With Off Balance Sheet Risk
During the financial quarter ended 31 December 2002 the Company have not entered into any contract involving off balance sheet financial instruments.

B9.
Pending Material Litigations
i.     Affin Bank Berhad
Affin Bank Berhad had filed a writ of summons against Ikman Industries Sdn Bhd, a wholly owned subsidiary of LHGB and the Company for outstanding banking facilities totalling to approximately RM7,762,196 plus interest and other costs. The Bank’s application for Summary Judgement was dismissed with costs on 28 November 2001.  The Bank had filed an application for extension of time to appeal against the decision of the court but withdrew the application on 4 April 2002 on the advice of the court. The matter has been fixed for case management on 10 February 2003. 

ii.     Affin Bank Berhad
Affin Bank Berhad had filed a writ of summons against LHGB for outstanding banking facilities totalling RM6, 011,590 plus interest and other costs.   The Company’s solicitors obtained a court order to discharge themselves from the suit and the court has instructed the Company to appoint new solicitors. 

iii.     Hong Leong Bank Berhad
Hong Leong Bank Berhad had filed a writ of summons against Ikman Industries Sdn Bhd as first defendant and LHGB as second defendant for outstanding banking facilities totaling RM2,493,435 plus legal cost and other cost. Judgement had been entered on 31July 2002. The Judgement Creditor had served a Notice Pursuant to Section 218 Companies Act (Winding Up Notice) dated 14 March 2002 and no further action taken as to date.  

iv.    Phileo Allied Bank Berhad
Phileo Allied Bank Berhad had filed in a writ of summons against LHGB for outstanding bank facilities totaling RM3,114,833 plus other costs and relief.  The Company’s application for Stay Of Execution (of the Summary Judgement dated 6 October 2000) was allowed with costs.  In respect of the appeal against the summary judgement the court has fixed the hearing for 21 April 2003.

v.     HSBC Bank (Malaysia) Berhad
HSBC Bank (Malaysia) Berhad had filed a writ against Long Huat Manufacturing Sdn Bhd, a wholly owned subsidiary of LHGB as first defendant and LHGB as second defendant for outstanding bank facilities totaling RM3,955,186 plus RM10,000 legal cost and any other costs and relief. Judgement obtained by the Bank on 28 July 1999 and arrangement was made to pay the judgement sum in installments of RM50,000 per month. The Bank has on 28 September 2001 presented a winding-up Petition against the Company. The Petition has been fixed for mention on 7 March 2003.  

vi.   Hong Leong Bank Berhad
Hong Leong Bank Berhad had filed in a writ against LHGB for outstanding bank facilities totaling RM3, 909,171 plus legal cost and any other costs and relief. Judgement was entered on 31 July 2001 and the Bank has commenced execution of the judgement by issuing a notice under Section 218 Companies Act dated 14 March 2002 against the Company. No action taken on the Winding-Up proceeding as yet.  

vii.   RHB Bank Berhad
RHB Bank Berhad presented a Winding-Up Petition against Ikman Industries Sdn. Bhd. and the Company on 23  May 2002 pursuant to a judgement in default duly obtained on 18 July 2001. The said Petition was advertised in a leading 

newspaper on 31 July 2002. The service of the said Petition is defective and the Bank withdrew the same with liberty to file afresh.  

viii.  OCBC Bank Malaysia Bank Berhad
Writ of Summon dated 19 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 the Bank’s solicitors on 2 August 2001 claiming an outstanding amount totaling RM4, 905,706, plus interest and other costs and relief. Judgment In Default was entered against both Defendants. 

An amended writ of summons dated 7 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.  Judgement In Default was entered against the first and second Defendant on 30 August 2001.  The Bank has also commenced foreclosure proceedings against the securitised lands held under Lot 1011, Lot 8 and Lot 24 Mukim Penor with auction date fixed on 9 January 2002 but the auction was aborted as there were no bidders.

ix. Bank Islam Malaysia Berhad

A letter of Termination of Cash Note Facility of RM1,000,000 and Recall of Balance dated 4 February 2002 was sent to the Company as Guarantor to Long Huat Furniture Sdn. Bhd. claiming a sum of RM1,289,634. A same letter was sent to Long Huat Furniture Sdn. Bhd., claiming a sum of RM1,738,739 being the principal borrower. Another letter of Termination of Revolving Facility of RM2,000,000 was sent to the Company as Guarantor to Long Huat Furniture Sdn. Bhd. dated 23 May 2002 claiming a sum of RM449,105.  The bank has not taken any further action yet.

x)    Bumiputra Commerce Bank Berhad 

Writ of Summons dated 19 October 2001 was served on Long Huat Furniture Sdn Bhd and the Company as the Guarantor. The amount claim was for RM2,976,938.  Judgement was entered against the Company on 25 February 2002 and a sealed copy of the judgement was served on the Company on 16 April 2002.  The Bank has also commenced foreclosure proceedings on the third party security provided by Long Huat Development Sdn Bhd comprising 3 parcels of land held under PT 5146, 5148 and 5149 Mukim Luit Maran District and the auction date was held on 9 July 2002.  On the auction date, there were no bidders and the auction was called off.  A further auction was held on 9 January 2003 but there were also no bidders. The next auction date has been fixed on 5 March 2003 at the reserve price of RM1,130,000. 


xi)   Malayan Banking Berhad

A writ of Summons dated 1 July 2002 was served on LHGB by Malayan Banking Berhad through their solicitors, for a sum of RM252,046 together with interest, costs and other reliefs.  The Writ was in respect of the default of payment of the loan to Idaman Kayangan Sdn. Bhd., in which the Company stood as a Guarantor to the said loan.  On 12 November 2002, the Bank obtained judgment from the Temerloh High Court.

xii) Public Bank Berhad

On 23 January 2003, the Company received a Winding-up Petition from Public Bank Berhad executing a judgment dated 19 February 2002 for credit facilities totaling RM2,197,930. The petition is fixed for hearing at the Kuala Lumpur High Court on 26 March 2003.

xiii) Inland Revenue Board

On 17 January 2003, an advertisement appeared on a newspaper on a notice of winding up petition served on Long Huat Manufacturing Sdn Bhd, a wholly owned subsidiary of LHGB by the Government of Malaysia (“Inland Revenue Board (IRB)”). The Company had written to IRB requesting copy of the said petition.  

LHGB is currently negotiating with the abovementioned banks to restructure the bank facilities through its restructuring exercise.

B10.
Status of Restructuring Pursuant To PN10 and PN4

On 7 August 2002 the Company had entered into a Memorandum of Undertaking (“MOU”) with Behrang Properties Sdn Bhd (“BPSB”) and Perbadanan Kemajuan Negeri Perak (“PKNP”) for the purpose of restructuring of the Company.  However, on 11 December 2002, BPSB had issued a letter on the withdrawal of BPSB and PKNP from the restructuring of the Company. 

The Company was unable to meet the stipulated deadline of 31 December 2002 set by the KLSE in regularising its financial condition. Accordingly, on 3 January 2003, the Company was issued a  show cause notice on delisting and the Company was required to make written representations on why the securities of the Company should not be delisted from the KLSE. On 17 January 2003, the Company replied to the show cause notice, citing grounds on why the securities of the Company should remain listed on the KLSE.    

On 27 January 2003, the Company entered into an MOU with LSKH with regard to the injection of several viable assets of LSKH into the Company. 

B11.
Dividend
The Directors of the Company have not recommended any dividend for the financial period ended 31 December 2002.

B12.
Proposed Increase in the Paid Up Capital to RM40 million

On 3 December 2002, the Securities Commission announced the deadline for the minimum paid up capital of RM40 million has been extended from 31 December 2002 to 31 December 2003. As set out under Paragraph A8, the Company has proposed a restructuring scheme whereby upon completion of the said scheme, the Company will be able to increase its paid up capital to meet the requirements of the Securities Commission.  The Company envisages that it will be able to complete its restructuring scheme prior to 31 December 2003.

BY ORDER OF THE BOARD
KAMARUZZAMAN ABU KASSIM
Director

Kuala Lumpur

11 February 2003
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						As at End of Current Quarter Ended 16 Months Result				As at Preceding Financial Year Ended (Audited)

						31/12/2002				31/08/2001

						RM'000				RM'000

		Property, Plant and Equipment				9,370				19,649

		Investment in Associated Companies				- 0				- 0

		Other Investments				8				8

						9,378				19,657

		Current Assets

		Inventories				- 0				220

		Trade and Other Debtors				252				1,233

		Cash and Bank Balances				1,528				1,699

						1,780				3,152

		Current Liabilities

		Trade and Other Creditors				21,602				21,233

		Short Term Borrowings				65,745				58,355

		Taxation				3,480				3,630

						90,827				83,218

		Net Current Assets/(Liabilities)				(89,047)				(80,066)

		Net Assets Employed				(79,669)				(60,409)

		Share Capital				37,344				37,344

		Reserves				(117,013)				(97,903)

		Shareholders' Funds				(79,669)				(60,559)

		Minority Interests				- 0				- 0

		Long Term Borrowings				- 0				- 0

		Deferred Taxation				- 0				150

						(79,669)				(60,409)

		Net Tangible Asset Per Share (RM)				(2.13)				(1.62)

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

		Annual Financial Report for the year ended 31st August 2001)
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								Current Year to date ended

								31-Dec-2002

								RM'000

		Operating Activities
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		Adjustments for non-cash flow items:

		Depreciation of property, plant and equipment						1,489

		Provision for doubtful debt						578
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		Term loan interest						1,606

		Bank Overdraft interest						1,840

		Revolving Credit Interest						2,024
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		Stock Written off						132
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		Operating profit before working capital changes						(432)

		Changes In Working Capital

		Net change in current assets						623
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		Net change in current liabilities						369

		Net cash flows from/(used in) operating activities						410

		Financing Activities

		Term Loan Interest						(1,606)
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		Net cash flows (used in)/from financing activities						(7,279)
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		Cash and Cash Equivalents At End of Period						(54,769)

		Note: There are no comparative figures as this is the first interim financial report prepared in

		accordance with MASB 26 Interim Financial Reporting

		(The Condensed Consolidated Cash Flow Statement should be read in conjunction with

		the Annual Financial Report for the year ended 31st December 2001)
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						Current 4 Months Result Ended		Current Year Period Ended		Preceding Year Corresponding 4 Months Ended		Current Financial Period To Date 16 Months Result Ended		Preceding Financial Period Corresponding Year To Date

						31/12/2002		30-Sep-2000		31/12/2001		31/12/2002		31/12/2001

						RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue				0				0		73		0

		Operating Expenses				(9,342)				0		(11,333)		0

		Other  Operating Income				0				0		26		0

		Profit/(Loss) From Operations				(9,342)				0		(11,234)		0

		Finance Cost				(1,436)				0		(7,689)		0

		Share of profits and losses of associated companies				0				0		0		0

		Profit/(Loss) Before tax				(10,778)				0		(18,923)		0

		Taxation				0				0		150		0

		Profit/(Loss) After Tax				(10,778)				0		(18,773)		0

		Minority Interest				0				0		0		0

		Net Profit/(Loss) For The Period				(10,778)				0		(18,773)		0

		Earnings/(Loss) per share (sen):

		(a)		Basic		(28.86)				0.00		(50.27)		- 0

		(b)		Fully diluted		(28.86)				0.00		(50.27)		- 0

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

		Financial Report for the year ended 31st August 2001)
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						Share Capital				Reserve Attributable to Capital				Accumulated losses				Total Shareholders' Equity

						RM'000				RM'000				RM'000				RM'000

		At 1 September 2001				37,344				11,229				(107,361)		(58,788)		(58,788)

		Movements for the period				- 0				- 0				(20,881)				(20,881)

		At 31 December 2002				37,344				11,229				(128,242)				(79,669)

		Note: There are no comparative figures as this is the first interim financial report prepared in accordance with MASB 26

		Interim Financial Reporting

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

		Annual Financial Report for the year ended 31st August 2001)






