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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
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NOTES TO QUARTERLY REPORT ENDED 31 MARCH 2003

1.
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 2002 Audited Financial Statements. There have been no changes to these policies and/or methods adopted for the current financial year to date.  

2.
Audit Report Qualifications
The report of the Auditors in relation to the audited accounts of Long Huat Group Berhad and its subsidiaries for the 16 month ended 31 December 2002 contained the following qualifications:-

‘’1.
The financial statements of the Company and the subsidiaries which have been consolidated were prepared based on estimates and representations given to us by the directors and we are unable to verify the accuracy of the information due to the lack of supporting documents.

2.
Freehold and leasehold land and buildings of the Group and the Company are stated in the financial statements at directors’ valuation.  We are unable to satisfy ourselves that the value are representative of the fair market values of the properties.

3. We are also unable to ascertain the accuracy of both receivables and payables included in the financial statements of the Group and the Company, due to the lack of supporting documents and the inability to obtain direct confirmation from the parties concerned. 

4. As mentioned in Note 2(a), the directors of the Company has opinion that as a result of the financial distressed position of the Group and the Company, the financial statements be prepared on a break up basis, as they are unable to repay the liabilities and it is the ultimate intention to liquidate the Company and its subsidiaries upon completion of the proposed restructuring scheme as mentioned in Note 25 to the financial statements.

5. As explained in Note 2(b), the financial statements of the Group have been prepared based on the unaudited financial statements of the subsidiaries. The presentation of the financial statements do not comply with the requirement of MASB 11 and Schedule 9 of the Companies Act, 1965.”

At present, the circumstances leading to the above qualification still remain.

3.
Seasonality of Cyclicality of Operations
The result of the Group was not affected by cyclical or seasonal factors for the current financial period under review.

4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows
There were no unusual items affecting the financial statements for the current period under review.

5. Change in Accounting Estimates 

There were no changes in estimates of amounts that could have material effect on the results of the current financial period under review. 

6.
Debt and Equity Securities

There was no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current financial period under review.

7.
Dividends Paid

There were no dividends paid during the financial period under review.

8. Segmental Information – Revenue & Expenses




Timber & related activities
Property Dev/ Construct.
Shoes
Group




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

Quarter ended 31 March 2003





Revenue





 External Sales
0
0
0 
0

 Inter Company Sales
0
0
0
0

Total Revenue
0
0
0
0

Profit/(Loss) From Operations
(417)
(1)
(2)
(420)

Finance Costs



              (1,127)

Share of Profit of Associate



0

Profit/(Loss) Before Tax



(1,547)

Taxation



0

Profit After Tax



(1,547)

Minority Interest



0

Profit For The Year



(1,547)













Segmental Information – ASSETS AND LIABILITIES




Timber & related activities
Property Dev./ Construct.
Shoes
Group




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

Quarter ended 31 March 2003





Segment Assets
7,294
1,976
11
9,281

Investment In of  Associate (Equity Method)
0
0
0
0







Total Assets



9,281







Segment Liabilities
136,943
12,922
30,339
180,204

9.
Valuations of Property, Plant and Equipment
The Group did not carry out any valuation on its property, plant and equipment during the financial period under review. 

10.
Material Events Subsequent to the End of the Interim Period
There were no material events subsequent to the end of the interim period that has not been reflected in the financial statements for the current financial period review save on the update of the restructuring exercise as set out in paragraph 20. 

11.
Changes in the Composition of the Group
There were no changes in the composition of the Group during the period under review.

12. Changes in Contingent Liabilities or Contingent Assets
There where no changes in Contingent Liabilities or Contingent Assets in the period under review.
13. Review of the Performance of the Company and its Principal Subsidiaries

The Group’s timber operations ceased in August 2001 whilst the shoe operation ceased operation in August 2002. 

14. Material Changes in the Quarterly Results

As the Company changed its year end (from 31 August to 31 December) in 2002, there were no comparative preceding quarter results.

15.
Current Year Prospects
As previously mentioned in paragraph 20, the Company is in the process of implementing its restructuring scheme with LSKH for the purpose to resuscitate LHGB. Therefore, the prospects of the LHGB will be dependent on the outcome of the proposed restructuring exercise.

16.

Profit Forecast/Profit Guarantee


The Company is not subject to any forecast profit and/or profit guarantee requirement

17.

Taxation
There was no taxation payable in the period under review.

18.
Sale of Unquoted Investments and/or Properties
There were no disposals of unquoted investments and/or properties in the period under review.

19. Quoted Securities


There were no purchases or disposals of quoted securities in the period under review.

20.
Status of Restructuring Scheme Announced
On 28 February, the Company, through its adviser, Southern Investment Bank Berhad (SIBB) announced that the Company had on 26 February 2003 entered into a restructuring agreement (Agreement) with LSKH and LSKH Vendors, namely, Lee Swee Kiat & Sons Sdn Bhd (LSKS) and East Malaysian Growth Corporation Sdn Bhd (EMGC), to undertake a proposed restructuring scheme to regularise the financial condition of the Company pursuant to PN4/2001.

The proposed restructuring scheme comprises the following: 

· Proposed Capital Reconstruction;

· Proposed Scheme of Arrangement;

· Proposed Debt Settlement;

· Proposed Acquisition;

· Proposed Exemption;

· Proposed Disposal;

· Proposed Placement and/or Proposed Offer for Sale; and

· Proposed Listing Status Transfer.

(Collectively known as the Proposed Restructuring Scheme)

The application to the Securities Commission and the relevant authorities were made on 2 April 2003. 


On 8 May 2003, the Company announced that in relation to the Proposed Scheme of Arrangement and Proposed Debt Settlement which forms part of the Proposed Restructuring Scheme, the Company has been unofficially informed by its solicitors that the Court had granted a Restraining Order for ninety (90) days commencing from 5 May 2003 pursuant to Section 176 (10) of the Companies Act 1965 (Act 125) and to convene the Court-convened meetings of creditors and shareholders in relation to the Proposed Scheme of Arrangement pursuant to Section 176 (1) of the Companies Act 1965. The full announcement to the Exchange will made upon obtaining the Seal Copy from the Court. 

21.
Borrowings and Debt Securities

Group borrowings as at 31 March 2003 are as follows:-


RM’000



Short Term Loan (secured)
6,648

Revolving Credit (secured)
9,212

Bank Overdrafts (secured)
22,018

Bill Payable (secured)

11,871


49,749

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 Company also guarantees the said facilities for the subsidiaries. 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.

22. Off Balance Sheet Financial Instruments

During the financial quarter ended 31 March 2003 the Company have not entered into any contract involving off balance sheet financial instruments.

23.
Material litigation 

(i)
Affin Bank Berhad
(a)
Affin Bank Berhad had filed a writ of summons against Ikman Industries Sdn Bhd (IISB), a wholly owned subsidiary of LHGB, and the Company for outstanding banking facilities totalling 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 Case Management has been adjourned to 5 August 2003. 

(b)
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 bank has recorded default judgment. On 6 March 2003, the company was served with a notice pursuant to Section 218 of the Act. 

(ii)
Hong Leong Bank Berhad
(a) Hong Leong Bank Berhad had filed a writ of summons against IISB as first defendant and LHGB as second defendant for outstanding banking facilities totalling 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 of the Act (Winding Up Notice) dated 14 March 2002 and no further action taken as to date.

(b)
Hong Leong Bank Berhad had filed in a writ against LHGB for outstanding bank facilities totalling 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 of the Act (Winding Up Notice) dated 14 March 2002 against the Company. No action taken on the Winding-Up Notice proceeding as yet.  

(iii)
HSBC Bank (Malaysia) Berhad

HSBC Bank (Malaysia) Berhad had filed a writ against Long Huat Manufacturing Sdn Bhd (LHMSB), a wholly owned subsidiary of LHGB, as first defendant and LHGB as second defendant for outstanding bank facilities totalling RM3, 955,186 plus RM10,000.00 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 instalments of RM50,000.00 per month. The bank had on 28 September 2001 presented a winding-up petition against the company. The petition has been fixed for hearing on 6 June 2003.  

(iv)
RHB Bank Berhad
RHB Bank Berhad presented a Winding-Up Petition against IISB and LHGB on 23 May 2002 pursuant to a judgement in default duly obtained on 18 July 2001. The said Petition was advertised in the STAR newspaper on 31 July 2002. The service of the said Petition is defective and the bank withdrew the same with liberty to file afresh. The bank has also commenced foreclosure proceedings against the securitised lands held under Lot No. 55, Seksyen 12, Taman Industrial Pulau Indah, Klang, Selangor Darul Ehsan and the auction date fixed for 1 April 2003 at the reserve price of RM1,200,000.00. The auction was aborted as there were no bidders.  

 (v)
OCBC Bank Malaysia Bank Berhad (OCBC)

Writ of Summon dated 19 June 2001 naming Long Huat Furniture Sdn Bhd (LHFSB), 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 Messrs. Shook Lin & Bok the solicitors of OCBC at the material time on 2 August 2001 claiming an outstanding amount totalling 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 for 9 January 2002 but the auction was aborted as there were no bidders.

(vi)

Bank Islam Malaysia Berhad

A letter of Termination of Cash Note Facility of RM1,000,000.00 and Recall of Balance dated 4.2.2002 was sent to the Company as Guarantor to LHFSB claiming a sum of RM1,289,634.00. A same letter was sent to LHFSB claiming a sum of RM1,738,739 being the principal borrower. Another letter of Termination of Revolving Facility of RM2,000,000.00 was sent to the Company as Guarantor to LHFSB dated 23 May 2002 claiming a sum of RM449,105.  The bank has not taken any further action as yet.

(vii)
Bumiputra Commerce Bank Berhad 

Writ of Summons dated 19 October 2001 was served on LHFSB and the Company as the Guarantor. The amount claim is 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. At the last auction date on 5 March 2003, there were no bidders and the auction was called off. 

(viii)
Malayan Banking Berhad

(a) A writ of Summons dated 1 July 2002 was served on LHGB by Malayan Banking Berhad through their solicitors, Messrs Sazali & Lim for a sum of RM252,046.54 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., a sixty per cent subsidiary of the Company, in which LHGB stood as a Guarantor to the said loan.  On 12 November 2002, the Bank obtained judgment from the Temerloh High Court.

(b)
Phileo Allied Bank Berhad (now under Malayan Banking Berhad) had filed in a writ of summons against LHGB for outstanding bank facilities totalling 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 matter has been adjourned for mention on 29 July 2003.

(ix)
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 totalling RM2,197,930.00. The petition has been adjourned for hearing on 25 June 2003.

(x)
Export – Import Bank Malaysia Berhad
On 20 February 2003, the Company had been served with Winding-up petition by the bank. The petition was served on LHGB as the guarantor for the amount outstanding under a bank facility granted to Long Huat Furniture Sdn Bhd, which had been defaulted. The petition has been adjourned for hearing on 23 July 2003.

(xi)
Pan Global Insurance Berhad

On 2 May 2003, LHGB was served with a summons by Pan Global Insurance Berhad for amount owing of RM36,615.65. The mention date has been fixed for 31 July 2003.

(xii)
Hardwood Ventures Sdn Bhd


On 1 July 2002, LHGB was served with a sealed copy of the judgement dated 7 March 2003 by Hardwood Ventures Sdn Bhd for amount owing of RM102,407.67. 

(xiii)
Amber Capital Sdn Bhd

On 28 December 2001, LHGB was served with a copy of the Notice Pursuant to Section 218 of the Companies Act, 1965 by Amber Capital Sdn Bhd for amount owing of RM114,830.44.

(xiv)
Sindora Trading Sdn Bhd

On 7 February 2002, LHGB was served with a Notice of Demand by Sindora Trading Sdn Bhd for amount owing of RM844,017.01.

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

As set out in paragraph 20, the Court had, inter-alia, granted a Restraining Order for ninety (90) days commencing from 5 May 2003 pursuant to Section 176 (10) of the Companies Act 1965 (Act 125) and to convene the Court-convened meetings of creditors in relation to the Proposed Scheme of Arrangement pursuant to Section 176 (1) of the Companies Act 1965.
24.
Status of Restructuring Pursuant To PN10 and PN4

Kindly refer to paragraph 20 on the status of the restructuring.

25.
Dividend

The Directors of the Company have not recommended any dividend for the financial period ended 31 March 2003.

26.
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 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 he 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

MOHD QARI BIN AHMAD

Director

Kuala Lumpur

30 May 2003
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Sheet1

						As at				As at

						31-Mar-2003				31-Dec-2002

										(Audited)

						RM'000				RM'000

		Property, Plant and Equipment				7,717				7,767

		Land Held For Development				- 0				- 0

		Investment Properties				- 0				- 0

		Associated Companies				- 0				- 0

		Other Investments				8				8

						7,725				7,775

		Current Assets

		Inventories				- 0				- 0

		Due From Customers From Contracts				- 0				- 0

		Trade Receivables				25				25

		Other Receivables, Deposits and Prepayments				14				14

		Deposit With Financial Institutions				- 0				- 0

		Cash and Bank Balances				1,506				1,506

						1,545				1,545

		Current Liabilities

		Development Properties				- 0				- 0

		Short Term Borrowings				49,748				48,621

		Trade Payables				4,947				4,947

		Other Payables and Accruals				28,709				28,339

		Taxation				3,699				3,699

						87,103				85,606

		Net Current Assets/(Liabilities)				(85,558)				(84,061)

		Net Assets Employed				(77,833)				(76,286)

		Share Capital				37,344				37,344

		Reserves				(115,177)				(113,630)

		Shareholders' Equity				(77,833)				(76,286)

		Minority Interests				- 0				- 0

						(77,833)				(76,286)

		Long Term Liabilities				- 0				- 0

		Deferred Taxation				- 0				- 0

						(77,833)				(76,286)

		Net Tangible Asset Per Share (RM)				-2.08				-2.04

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

		Audited Financial Statement for the year ended 31st December 2002)
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						Share Capital				Reserve Attributable To Capital				Accumulated Losses				Total S.Holders' Equity

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

		At 1 January 2003				37,344				11,229				(124,859)		(76,286)		(76,286)

		Movements for the period				- 0				- 0				(1,547)				(1,547)

		At 31 March 2003				37,344				11,229				(126,406)				(77,833)

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

		Audited Financial Statement for the year ended 31st December 2002)
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								Current Year to date ended

								31-Mar-2003

								RM'000

		Operating Activities

		Receipts from customers						- 0

		Payments to creditors						- 0

		Cash generated from operations						- 0

		Tax paid						- 0

		Interest paid						- 0

								- 0

		Investing Activities

		Fixed assets purchase						- 0

								- 0

		Financing Activities

		Loan repayment						- 0

		Net cash flow						- 0

		Balance b/f						1,506

		Balance c/f						1,506

		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 Audited Financial Statement for the year ended 31st December 2002)
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Sheet1

		

						Individual Quarter						Cumulative Quarter

						Current Year Period Ended		Current Year Period Ended		Preceding Year Corresponding Period Ended		Current Year Period Ended		Preceding Year Corresponding Period Ended

						31-Mar-2003		30-Sep-2000		31-Mar-2002		31-Mar-2003		31-Mar-2002

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

		Revenue				0				0		0		0

		Operating Expenses				(420)				0		(420)		0

		Other  Operating Income				0				0		0		0

		Profit/(Loss) From Operations				(420)				0		(420)		0

		Finance Cost				(1,127)				0		(1,127)		0

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

		Profit/(Loss) Before tax				(1,547)				0		(1,547)		0

		Taxation				0				0		0		0

		Profit/(Loss) After Tax				(1,547)				0		(1,547)		0

		Minority Interest				0				0		0		0

		Net Profit/(Loss) For The Period				(1,547)				0		(1,547)		0

		Earnings/(Loss) per share (sen):

		(a)		Basic		(4.14)				- 0		(4.14)		- 0

		(b)		Fully diluted		(4.14)				- 0		(4.14)		- 0

		Additional Information

		Profit/(Loss)From Operations				(1,547)						(1,547)		- 0

		Gross Interest Income

		Gross Interest Expense				(1,481)						(1,481)

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

		Audited Financial Statement for the year ended 31st December 2002)






