LAY HONG BERHAD (107129-H)

Incorporated in Malaysia

NOTES TO QUARTERLY REPORT FOR THE PERIOD ENDED 31/12/2000

1. Accounting policies

The accounting policies and methods of computation are consistent with the most recent audited annual financial statement.

2. Exceptional items

There were no exceptional items for the financial period under review.

3. Extraordinary items

There were no extraordinary items for the financial period under review.

4. Taxation

There was no provision for tax for the quarter under review as the Company incurred a year-to-date operating loss of RM0.72 million and has sufficient unabsorbed capital allowances . Deferred tax and/or adjustments for under/over provisions in respect of prior years were not included

5. Pre-acquisition profits

There were no pre-acquisition profits for the current financial period todate. 

6. Sale of investment/ properties

There were no sale of investments and/or properties for the current quarter.

7. Quoted securities

(a) 
There were no purchases nor disposals of quoted securities during the quarter under review.

(b) 
Investment in quoted securities as at 31/12/2000

	
	     RM

	         At cost
	   688,478



	         At book value 
	   688,478



	         Market value as at 31/12/2000
	   753,420 


8. Group structure and composition

There was no change in the composition of the Company which includes business combination, acquisition or disposal of subsidiaries or long term investments, restructuring and discontinuing of operations.

9. Corporate proposals

1.
 On 29 March 2000 , the Company announced the following: -

a.
Proposed bonus issue of up to 19,201,000 new ordinary shares of RM1.00 each in the Company, on the basis of one (1) bonus share for every one (1) existing ordinary share held;

b.
Proposed rights issue of up to 19,201,000 new ordinary shares at an issue price of  RM1.00 per share in the Company, on the basis of one (1) new ordinary share for every one (1) existing ordinary share held before the proposed bonus issue.

c. Proposed increase in authorised share capital from RM20 million comprising 20 million ordinary shares of RM1.00 each to RM100 million comprising 100 million ordinary shares of RM1.00 each.

d. The appointment of Commerce International Merchant Bankers Bhd as Advisor to the Company for the above Proposals.

2. Submission to the Securities Commission on the above proposals for approval was done on 21 September  2000.

3. On 29 January 2001. the Company announced that the Securities Commission ("SC") has, vide its letter dated 19 January 2001 approved the Proposed Rights Issue and the listing of and quotation for the new LHB shares to be issued pursuant to the Proposed Rights Issue on the Second Board of the Kuala Lumpur Stock Exchange ("KLSE"), subject to the following conditions:-

(i) the issue price of the Rights Shares shall be based on the 5-day weighted average market price of LHB shares preceding the price fixing date, being a date after the approval of the SC. In the event that the issue price for the Rights Share is fixed at a discount of more than 30% from the theoretical ex-rights price based on the 5-day weighted average market price at the price-fixing date, the promoters and directors of LHB are required to provide an undertaking that they will not dispose of their existing LHB shares during the period from the ex-date of the Rights Shares until 10 market days after the Rights Shares are listed on the KLSE; and

(ii) LHB is required to comply with the relevant requirements of the Policies and Guidelines on Issue/Offer of Securities of the SC ("SC Guidelines"), in particular on the requirements as set out in Chapter 12 and 25 of the SC Guidelines. 

The following conditions were also imposed on the utilisation of the proceeds arising from the Proposed Rights Issue ("Proceeds"):-

(i) the approval of the SC is required for any revision to the utilisation of the Proceeds, if the revision involves utilisation of Proceeds for purposes other than the core business of LHB;

(ii) the approval of the shareholders of LHB is required for the utilisation of the Proceeds and for any revisions to the utilisation of the Proceeds of 25% or more as compared to the approved utilisation.  Other appropriate disclosures are also required to be made to the shareholders of LHB for revisions which are less than 25% as compared to the utilisation as approved by the SC and shareholders of LHB;

(iii) any extension of time for the utilisation of the Proceeds shall be approved by the board of directors of LHB by a Board resolution and shall be announced to the KLSE; and

(iv) appropriate disclosures pertaining to the status of the utilisation of Proceeds are required to be made in the quarterly report and the annual report of LHB until such time that the Proceeds are fully utilised.

In respect of the Proposed Bonus Issue, the application to capitalise up to RM1.701 million for the issuance of Bonus Shares from the share premium account of LHB (arising from the issue of 1,701,000 ordinary shares of RM1.00 each in LHB pursuant to the exercise of the unexercised options under the LHB's employees share option scheme) was not approved by the SC as the relevant SC Guidelines on bonus issue are not met.   In view of the decision of the SC and the present weak market sentiment, the Board of Directors is deliberating on the terms of the Proposals. Announcement will be made once decision of the Board is made.

The Proposals are still conditional upon approvals being obtained from the following:-

(i) the shareholders of LHB at an Extraordinary General Meeting to be convened; and

(ii) the KLSE for the listing of and quotation for the Bonus Shares and Rights Shares to be issued pursuant to the Proposed Bonus Issue and the Proposed Rights Issue respectively.

10. Seasonal/ Cyclical factors 

The group’s business operations were not affected by any seasonal and cyclical factors.

11. Debt/ equity securities and share buy-back

The group was not involved in any issuance and repayment of debt or equity securities; share buy backs, share cancellations, treasury shares etc.

12. Group borrowings and debt securities

The group’s borrowings as at 31 December 2000 are as follows:

	
	Secured
	
	Unsecured
	
	Total

	                                                       Short Term 
	   RM’000 
	
	  RM’000    
	
	   RM’000    

          

	 Overdraft
	          882
	
	  412
	
	        1,294   

	 Banker Acceptance
	       2,709
	
	     3,300
	
	        6,009

	 Short Term Advance
	       542
	
	         -
	
	           542

	 Term Loan
	      284
	
	        600
	
	           884

	 Total
	       4,417
	
	     4,312
	
	        8,729 

	
	
	
	
	
	

	Long Term
	
	
	
	
	

	 Term Loan
	    3,552
	
	        621
	
	        4,173

	 Total
	    7,969
	
	     4,933
	
	      12,902


13. Contingent liabilities

Corporate guarantee issued to financial institutions / corporate shareholder for credit facilities granted to subsidiaries amounted to RM13.34 million.

14. Off balance sheet risk

There were no off-balance sheet risks envisaged as at the date of this report that might materially affect the financial position or business of the group.

15. Material litigation

There is no pending material litigation against the group as at the date of this report.

16. Segmental reporting

The Group’s activities are primarily in one industry segment of poultry farming and are conducted in Malaysia.

17. Quarterly analysis

The Group achieved a net profit after minority interest of RM0.293 million for the  quarter under review as compared to a net loss of RM1.098 million recorded in the second quarter as a result of improved egg and broiler prices and the implementation of tighter cost controls.  

However, the Group did not perform as well as the preceding year corresponding quarter due to lower egg prices. Despite lower egg prices, the Group’s turnover had increased from RM17.566 million in the preceding corresponding quarter to RM18.939 million in the current quarter due to consolidation of the results of additional two subsidiaries acquired during the last quarter of the preceding year.

18. Review of results

The group recorded a turnover of RM55.942 million and a net loss after minority interest of RM0.694 million for the nine months to 31 December 2000.  The poor performance has been attributed to depressed egg and broiler prices as well as the higher cost of poultry feed.

19. Current year prospects

Egg and broiler prices had improved slightly during the third quarter. We expect egg and broiler prices to improve further in the remaining months of the financial year ending 31st March 2001.  However, we do not expect our results for the current year to be able to match that of the last financial year.

20. Profit forecast/ profit guarantee

Not applicable

21.
Dividend

The board does not recommend any interim dividend for the financial period under review (previous corresponding period: nil)

By Order of the Board

LAY HONG BERHAD

LIM KING HUA – ACIS

Company Secretary

( MAICSA  0798613 )

Kuala Lumpur

20 February 2001

