CHG INDUSTRIES BHD

(Company No.: 195911-T)
EXPLANATION NOTES ON THE VARIANCES BETWEEN AUDITED RESULTS AND UNAUDITED ACCOUNTS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2003

	
	Audited
	Announcement
	Movement

	
	RM’000
	RM’000
	RM’000
	%

	Loss after Tax
	(62,516)
	(42,897)
	(19,619)
	45

	
	
	
	
	


SUMMARY

The above variance in CHG’s audited results for the year ended 31 December 2003 compared to its unaudited results which was announced to Bursa Malaysia Securities Berhad on 27 February 2004 was due to the following reasons:-

1. Audit adjustments in relation to recognition of revaluation deficit arising from revaluation of certain land and buildings – RM1,054,000

Presentation adjustment on recognition of surplus and deficits on revaluation of certain land and buildings on segregated basis, instead of netting off basis.

	Recognition of revaluation surplus/(deficit) & corresponding deferred tax liability
	Income Statement

RM’000
	Capital reserve RM’000

	(a)As announced on 27 February 2004
	
	

	Recognition of net revaluation surplus
	
	1,700

	Recognition of deferred tax liability – 

Prior year effect

Current year effect
	(14)
	(834)

	(b) Audited accounts
	
	

	Recognition of revaluation surplus
	
	2,767

	Recognition of revaluation deficit
	(1,068)
	

	
	
	

	Recognition of deferred tax liability – 

Prior year effect

Current year effect
	
	(935)

(17)

	
	
	

	Net adjustment (b)-(a) 
	(1,054)
	


2. Write off of certain perished/moldy finished goods – RM8,825,000

Subsequent to the announcement, certain batches of finished goods utilizing new plantation materials were discovered perished or moldy were written off.  These are produced during the course of research, trial production and development period. 

3. Charge-out of accrued professional fees and expenses in relation to the previous restructuring exercise now cannot be implemented – RM985,000

The previous restructuring scheme, which was approved by the Securities Commission on 24 December 2002, involves amongst others the execution of a debt restructuring agreement with the Group’s lender banks signed on 9 July 2003.  Following the restructuring agreement with Linmax and some individuals of 3 June 2004, the previous restructuring scheme is not implementable and an alternative scheme had been proposed.

In view of the foregoing, all corresponding accrued professional fees and expenses incurred which was intended to be charged against the share premium account previously is now charge out to the income statement for the financial year ended 31 December 2003.

4. Impairment loss on plant and equipment of RM5,027,000 and write down of stocks to their recoverable value by RM3,729,000 
The Restructuring Agreement of 3 June 2004 with Linmax Group Sdn Bhd and some individuals involves a corporate and debt restructuring exercise (please refer to note 25 of the Group’ s annual report for the financial year ended 31 December 2003 for details of the Restructuring Agreement). At the onset of this exercise, the land and buildings at Cheras and Klang would be disposed of and the manufacturing facilities at these two locations would cease operations.

In this situation, plant and equipment, especially at the main plywood factory at Cheras, would have to be dismantled and subsequently relocated. The impairment loss on plant and equipment is approximately RM5,027,000.

Stocks in trade which could not be disposed off in the normal manner would be written down to their recoverable value by approximately RM3,729,000.

The Board has reviewed the above adjustments in consultation with the Auditors and approved that the adjustments be made accordingly.

This announcement is dated 8 June 2004.

