LAY HONG BERHAD ( 107129-H )

Incorporated in Malaysia

NOTES TO INTERIM FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30/9/2002
1.  Accounting policies

The interim financial statements have been prepared in accordance with Approved Accountings Standards issued by the Malaysian Accounting Standards Board (“MASB”) and the Revised Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”)

The accounting policies and methods of computation used in the preparation of the interim financial statements are consistent with the most recent audited annual financial report.

2.  Audit report of preceding annual financial report 

The audit report of the preceding annual financial report was not subjected to any qualification.

3.  Seasonal/ cyclical factors 

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

4.  Nature and amount of unusual items

     There were no unusual items in the quarterly financial statement under review

5.  Change in accounting estimates

There were no changes in accounting estimates used in the preparation of the interim financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year.

6.  Debt and equity securities

Debt securities

There was no issuance or repayment of debt securities during the current financial quarter and year to date.

Equity securities

During the current financial quarter, the Company issued 8,750,000 new ordinary share of RM 1 each as rights issue.

7.  Dividend paid

There was no dividend paid in this current financial quarter.

8.  Segmental reporting

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

9.  Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

10. Subsequent events

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

11. Changes in the composition of the Group

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. 

12. Contingent liabilities or contingent assets

	Corporate guarantee
	Issued
	
	Utilized

	
	RM’000


	
	RM’000

	As at 31/3/2002
	20,848
	
	16,351

	Add / ( Less )
	-
	
	(1,880)

	As at 30/9/2002
	20,848
	
	14,471

	
	
[image: image1]
	
	


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

13. Review of performance

The Group recorded revenue of RM23.310 million and a pre-tax loss of RM0.748 million for the current quarter. The higher revenue was attributed to better prices in both eggs and broilers and higher production of eggs. Despite the improved revenue, a pre tax loss was recorded principally due to increase in operating cost particularly in the brand and promotional expenses on the speciality eggs and interest expense.
14. Comparison with immediate preceding quarter's results

	
	Current Year Quarter

30/9/2002

RM'000
	
	Immediate

Preceding

Quarter

30/6/2002

RM'000
	
	%

+/-

	
	
	
	
	
	

	Revenue
	23,310
	
	19,852
	
	+17.42

	( Loss ) before taxation 
	(748)
	
	(1,867)
	
	+59.93


The Group recorded revenue of RM23.310 million for the financial quarter ended 30th September, 2002 as compared to revenue of RM19.852million achieved for the immediate preceding quarter. This represents an increase of 17.42%.The pre-tax loss has been trimmed from RM1.867 million to RM 0.748 million .This reduction is attributed to the improved prices of eggs and broilers. 
15. Current year prospects

Market conditions for the eggs and broilers are expected to remain difficult for the rest of the financial year. Sales volumes of the speciality eggs for the third and fourth quarter are expected to improve due to the continuous advertising campaign undertaken by the Group.

Barring any unforeseen circumstances, the directors anticipate the Group’s performance for the remaining period of the current financial year to improve.

16. Profit forecast / profit guarantee
Not applicable

17. Taxation

Taxation comprises:-

	
	Current Year Quarter

RM’000
	
	Current Year 

to date

RM’000

	Current quarter provision
	24
	
	24

	Transfer to/(from) deferred taxation
	-
	
	-

	
	24
	
	24


The taxation charge of the Group for the current quarter and financial year to-date was mainly due to tax losses of certain subsidiaries which were not available for Group relief.

18. Sale of unquoted investments / properties

There were no sales of unquoted investments and/or properties for the current quarter and financial year to date. 

19. Quoted securities

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 30/09/2002

	
	RM

	         At cost
	695



	`         At book value 
	695



	         Market value as at 30/09/2002
	776




20. Status of Corporate Proposals

Out of the total rights issue proceeds of RM 8.75 million received by the Company,

RM 3.4 million has been utilized to-date for the construction of chicken houses and expenses related to the corporate exercise. The balance of RM 5.35 million is currently kept in short term placements.

On 22 August, the Company announced that to comply with the minimum paid up capital requirement of RM 40 million for companies listed on the second board of the KLSE, it is implementing a bonus issue of 7 million new ordinary shares of RM 1 each on the basis of one (1) new bonus share for every five (5) existing ordinary shares held in the Company. The Proposed Bonus Issue is subjected to the following:-

      ( a )    the approval by the shareholders of the Company at the EGM to be convened.

( b )    the approval by the KLSE for the listing and quotation of the new shares arising       

          from this proposal.

On 24 October 2002, the Company announced that shareholders’ approval has been obtained during the EGM. 

On 13 November 2002, the Company announced that the entitlement date for bonus issue is 3 December  2002.

21. Group borrowings and debt securities

The Group’s borrowings as at 30 Sept 2002 are as follows:

	
	Secured
	
	Unsecured
	
	Total

	                                                       Short Term 
	RM’000
	
	RM’000
	
	RM’000



	Overdraft
	       2,027
	
	855
	
	        2,882

	Banker Acceptance
	       5,673
	
	1,230
	
	        6,903

	Short Term Advance
	          229
	
	-
	
	           229

	Hire Purchase
	            53
	
	1,104
	
	        1,157

	Term Loan
	       1,755
	
	794
	
	        2,549

	Total
	       9,738
	
	3,983
	
	      13,721

	
	
	
	
	
	

	Long Term
	
	
	
	
	

	Hire Purchase 
	            33
	
	1,513
	
	        1,546

	Term Loan
	     10,658
	
	-
	
	      10,658

	Total
	     10,691
	
	1,513
	
	      12,204

	
	
	
	
	
	

	Grand Total
	     20,429
	
	5,496
	
	      25,925


22. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date of this quarterly report.

23. Material litigation

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

24. Dividend

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

25. Earnings per share

The basic earnings per share for the current quarter and financial year to date were computed by dividing the net loss for the respective periods by the weighted number of ordinary shares in issue during the year of 33,475,610 ( 2001 : 17,500,000 ).
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