LAY HONG BERHAD (107129-H)

Incorporated in Malaysia

NOTES TO INTERIM FINANCIAL STATEMENTS FOR THE PERIOD ENDED 31/3/2003
1.  Accounting policies

     The interim financial statements have been prepared in accordance with MASB No 26 issued by the Malaysian Accounting Standards Board (“MASB”) and the Revised Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”)

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 March 2002. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 March 2002.

     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  for  the year ended 31 March 2002 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

There was no issuances, cancellations, repurchases, resale and repayment of debt and equity securities during the current financial quarter.

During the current financial year-to-date, the Company issued 15,750,000 new ordinary shares of RM 1 each as bonus issue and 8,750,000 new ordinary shares of RM 1 each as rights issue.

7.  Dividend paid

In the third quarter the Company paid a final dividend in respect of the financial year ended 31st March 2002 of 1% on 35,000,000 ordinary shares less 28% taxation amounting to RM 252,000 on 15 October 2002.

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 31 March 2003 that have not been reflected in the interim financial statements for the period ended 31 March.

11. Changes in the composition of the Group  

During the third quarter ended 31 December 2002, the Company added two new 100 % owned subsidiaries.

      The companies were Eminent Farm Sdn Bhd and Lay Hong Liquid Egg Sdn Bhd.

Both companies are expected to commence operations in the financial year ending 31 March 2004.

Other than the 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 quarter and financial year ended 31 March 2003. 

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 )
	-
	
	(1,941)

	As at 31/3/2003
	20,848
	
	14,410
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13. Review of performance

The Group recorded revenue of RM28.164 million and a pre-tax profit of RM3.669 million for the current quarter compared with RM20.604 million and RM1.351 million respectively for the previous corresponding quarter. The better performance was attributed to the significant increase in the selling price of eggs in the quarter ended 31 March 2003 coupled with the higher production of eggs and broilers. 
14. Comparison with immediate preceding quarter's results

	
	Current Year Quarter

31/3/2003

RM'000
	
	Immediate

Preceding

Quarter

31/12/2002

RM'000
	
	%

+/-

	
	
	
	
	
	

	Revenue
	28,164
	
	25,201
	
	 +11.76

	Profit/(Loss) before taxation 
	3,669
	
	350
	
	+948.29


The improved performance was attributed to higher productivity and significant increase in the selling price of eggs. The higher sales volume of speciality eggs also contributed to this.

15. Current year prospects

The domestic economy and the poultry business environment are expected to remain competitive and challenging for the current financial year ending 31 March 2004. 

The Group will continue to focus on its core area of operations and maintain the ongoing cost containment effort.

The board is confident that the Group will continue its satisfactory performance.

16. Profit forecast / profit guarantee
Not applicable

17. Taxation
Taxation comprises:-

	
	Current Year Quarter

31/3/03

RM’000


	
	Current Year 

to date

31/3/03

RM’000

	Current quarter provision
	 79
	
	103

	Transfer to/(from) deferred taxation
	729
	
	729

	
	808
	
	832


The taxation charge of the Group for the financial year to-date was higher than the statutory tax rate mainly due to additional provision for deferred tax liabilities.

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

During the third quarter ended 31 December 2002, the Company subscribed for 26,250 shares of CIMB Berhad (Commerce International Merchant Bankers Berhad) at RM1.75 per share which was allotted as rights issue to holders of CAHB (Commerce Asset Holding Berhad).

Other than the above, there was neither purchase nor disposal of quoted securities for the quarter and financial year ended 31 March 2003.

b) Investment in quoted securities as at 31/3/2003

	
	RM’000

	
	

	         At cost
	721



	         At book value 
	721



	         Market value as at 31/3/2003
	761




20. Status of Corporate Proposals

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

RM 8.29 million has been utilized to-date for the construction of chicken houses, working capital and expenses related to the corporate exercise. The balance of RM 0.46 million was kept in short term placements.

To comply with the minimum paid up capital requirement of RM 40 million for companies    listed on the second board of the KLSE, the Company has on 24th December 2002 completed a bonus issue exercise 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 paid up share capital of the Company is now RM 42 million. 

21. Group borrowings and debt securities

The Group’s borrowings as at 31 March 2003 are as follows:

	
	Secured
	
	Unsecured
	
	Total

	                                                       Short Term
	RM’000
	
	RM’000
	
	RM’000



	Overdraft
	       2,362
	
	-
	
	        2,362

	Banker Acceptance
	       6,706
	
	5,810
	
	12,516

	Hire Purchase
	1565
	
	
	
	        1,565

	Term Loan
	       1,938
	
	686
	
	        2,624

	Total
	       12,571
	
	6,496
	
	      19,067

	
	
	
	
	
	

	Long Term
	
	
	
	
	

	Hire Purchase 
	       1,749    
	
	
	
	        1,749

	Term Loan
	     12,302
	
	-
	
	      12,302

	Total
	     14,051
	
	
	
	      14,051

	
	
	
	
	
	

	Grand Total
	     26,622
	
	6,496
	
	      33,118


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 recommends a first and final dividend of one sen (1%) on the enlarged issued and paid up share capital of 42 million ordinary shares less of 28% amounting to RM302,400 in respect of the financial year ended 31 March 2003  to be approved at the forthcoming Annual General Meeting . (preceding year: one sen (1%) per share on 35million ordinary shares)

25. Earnings per share

The basic earnings per share for the current quarter and financial year to date were computed by dividing the net profit for the respective periods by the weighted number of ordinary shares in issue during the year of 40,475,610 ( 2002 : 17,500,000 ).

By Order of the Board

LAY HONG BERHAD
LIM KING HUA – ACIS

Company Secretary ( MAICSA  0798613 )

Klang
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