LAY HONG BERHAD (107129-H)

Incorporated in Malaysia

NOTES TO QUARTERLY REPORT FOR THE PERIOD ENDED 30/6/2002

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 current quarter and financial year to date.

3. Extraordinary items

There were no extraordinary items for the current quarter and financial year to date.

4. Taxation 

There was no provision for tax for this quarter as the Company incurred an operating loss of RM1.867 million. Deferred tax and/or adjustments for under/over provisions in respect of prior years were not included

5. Sale of unquoted investments / properties

During the current quarter, the Company disposed of its RM200,000 investment in Melilea (M) Sdn Bhd ( formerly known as Leaderway Dotcom Sdn Bhd ) to a third party for RM 1. Provision for 100% diminution in value had been fully provided for in earlier years.

Other than the above, there were no sales of unquoted investments and/or properties for the current quarter and financial year to date. 

6. Purchase or disposal of quoted securities

a) There was neither purchase nor disposal of quoted securities for the current quarter and financial year to date.

b)   Investment in quoted securities as at 30/06/2002

	
	     RM

	         At cost
	    695,078



	         At book value 
	    695,078



	         Market value as at 30/06/2002
	    977,120 


7. Group structure and composition

Other than note 5 above, there were no changes in the composition of the group which includes business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing of operations for the current quarter & financial year to date. 

8. Corporate proposals 

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

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

b.
Proposed rights issue of up to 19,201,000 new ordinary shares of RM1 each in the Company ( “Rights Issue“ ) on the basis of one Rights Share at RM1each, for every one existing ordinary share held before the proposed bonus issue; and

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

The Proposed Bonus Issue is to be effected by the capitalisation of RM17.5 million from the retained profits of the Company and the balance of up to RM1.701 million to be capitalised from the share premium account of the Company.

The Proposed Rights Issue was approved by the Securities Commission ( “SC“ ) on 19 January 2001. However, the application to capitalize the RM1.701 million from the share premium account for the issuance of bonus shares was not approved by the SC as the relevant SC Guidelines thereon were not met.

In view of the weak market sentiment, on 19 February 2001, the Company revised the above proposals to the following :

(i) Proposed bonus issue (“Revised Bonus Issue”) of up to 9,600,500 new ordinary shares of RM1 each in the Company on the basis of one Bonus Share for every two existing ordinary shares held; and

(ii) Proposed rights issue (“Revised Rights Issue”) of up to 9,600,500 new ordinary shares of RM1 each in the Company on the basis of one Rights Share at RM1 each for every two existing shares held before the Proposed Revised Bonus Issue.

On 13 July 2001, the SC approved the proposed Revised Rights Issue. An extension of time was also granted by the SC on 29 January 2002 for the Company to implement the proposed Revised Rights Issue before 30 June 2002. The proposed Revised Bonus Issue does not require the approval of the SC.

As the Company’s ESOS had expired on 16 November 2001, the maximum number of ordinary shares in the Company to be issued pursuant to the Proposed Revised Bonus Issue and Revised Rights Issue was reduced to 8,750,000 Bonus Shares and 8,750,000 Rights Shares respectively.

The above proposals had been approved by the shareholders of the Company at the Extraordinary General Meeting of the Company held on 3 April 2002.

Approval-in-principle from the Kuala Lumpur Stock Exchange was obtained on 7 May 2002 for the listing of and quotation of the Rights Shares and Bonus Shares on the Second Board of the KLSE. In addition, approval for an extension of time until 31 July 2002 to implement the Proposed Rights Issue had also been obtained from the SC on 14 May 2002. 

On 14 May 2002, the Company announced the following :-

Last day and time for acceptance and payment 


20 June 2002

Last day and time for excess shares application and payment 
20 June 2002

The above corporate proposals had been completed. The bonus and rights shares were listed on the KLSE on 31 May and 11 July 2002 respectively.

Out of the total rights issue proceeds of RM 8.75 million, RM 2.5 million had been utilized for the construction of chicken houses and expenses related to the above exercise. The balance of RM6.25 million is currently kept in short term placements.
9. 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.

10. Group borrowings and debt securities

The group’s borrowings as at 30 June 2002 are as follows:

	
	Secured
	
	Unsecured
	
	Total

	                                                       Short Term 
	   RM’000 
	
	  RM’000    
	
	   RM’000    

          

	 Overdraft
	       1,816
	
	  407
	
	        2,223  

	 Banker Acceptance
	       5,278
	
	     2,451
	
	        7,729

	 Short Term Advance
	       300
	
	          -
	
	           300

	 Hire Purchase
	            53
	
	        861
	
	           914

	 Term Loan
	       757
	
	        271
	
	        1,028

	 Total
	       8,204
	
	     3,990
	
	      12,194

	
	
	
	
	
	

	Long Term
	
	
	
	
	

	 Hire Purchase 
	            46
	
	     1,292
	
	        1,338

	 Term Loan
	   10,115
	
	        687     
	
	      10,802

	 Total
	      10,161
	
	     1,979
	
	      12,140

	
	
	
	
	
	

	Grand Total
	     18,365
	
	     5,969
	
	      24,334


11. Contingent liabilities

	Corporate Guarantee
	Issued 
	
	Utilized

	  As at 31/3/2002
	20,848,212
	
	 13,186,382

	  Additions
	                -
	
	   3,164,828

	  As at 20/8/2002
	20,848,212
	
	 16,351,210


Bank guarantees issued in favor of 3rd parties by the Company amounted to RM300,000.

12. 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.

13. Material litigation

There were no pending material litigations against the group as at the date of this report.

14. Segmental reporting

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

15. Quarterly analysis 
The Group recorded a pre-tax loss of RM1.867million for the quarter under review as compared to a pre-tax profit of RM1.351million registered in the immediate preceding quarter as a result of poorer prices in both eggs & broilers.
16. Review of results 
The group recorded revenue of RM19.852million and a pre-tax loss of RM1.867 million for the current quarter compared with that of RM20.204million and RM0.13million respectively for the previous corresponding quarter.  The decrease in revenue & increase in pre-tax loss was attributed to poorer prices in both eggs & broilers, lower production of eggs and the expensing of brand and promotional costs.
17. Material events

There were no material events subsequent to 30 June 2002 that have not been reflected in the financial statements for the period ended 30 June 2002.

18. Seasonal/ Cyclical factors 

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

19. Prospects 

The Board is pursuing its effort to build its brand of speciality eggs to a greater level of awareness among consumers. To-date, all chains of hypermarket and large/small retail outlets operating in Malaysia are stocking the Group’s range of speciality eggs and have reported increasing sales. With this initiative in place, the Board is confident that the Group’s performance for the rest of the financial year  would improve.

20. Profit forecast/ profit guarantee

Not applicable

21.
Dividend

The board does not recommend any interim dividend for the current quarter and financial year to date (previous corresponding periods: nil)
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