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NYLEX (MALAYSIA) BERHAD
(Incorporated in Malaysia)

(Company No.: 9378-T)

A. NOTES TO THE INTERIM FINANCIAL REPORT

(For the Financial Quarter Ended 28 February 2005)

A1.
Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26: Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Securities”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 May 2004. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the most recent audited financial statements for the year ended 31 May 2004.

A2.
Qualification of Annual Audit Report of Preceding Financial Statements

There was no audit qualification in the annual audit report of the Group’s preceding financial statements for the year ended 31 May 2004.

A3.
Seasonality or Cyclicality of Interim Operations

The operations of the Group were not significantly affected by seasonality and cyclicality factors.

A4.
Items of Unusual Nature and Amount

There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence.

A5.
Changes in Estimates Reported in Prior Interim Periods of the Current Financial Year or Prior Financial Year

There were no changes in estimated amounts reported in prior period, which have a material effect on the current period.

A6.
Debts and Equity Securities

There were no issuance, cancellation, repurchases, resale and repayments of debts and equity securities for the current quarter and financial year-to-date except for the following:

On July 14, 2004, Alliance Merchant Bank Berhad, on behalf of the Board of Nylex, announced the completion of the Reorganisation Scheme, involving the following: -
1. Capital Reconstruction, comprising the Capital Reduction, Share Consolidation and Capital Distribution

The consolidation of 224,487,720 ordinary shares of RM0.50 each in Nylex after the Capital Reduction into 112,243,860 ordinary shares of RM1.00 each on the basis of two (2) ordinary shares of RM0.50 each into one (1) ordinary share of RM1.00 each in Nylex and listing of the shares on the Bursa Securities on 6 July 2004.

Distribution by Nylex of its entire investment in Tamco Corporate Holdings Berhad of RM112,243,860 comprising 224,487,720 ordinary shares of RM0.50 each to the entitled shareholders of Nylex on June 29, 2004.

2.
Ordinary Shares Issued for Acquisition of Subsidiaries

In July 2004, the Company issued 64,427,000 new ordinary shares at an issue price of RM1.00 each as purchase consideration for acquisition of the entire equity interest in four (4) industrial chemical companies, namely Perusahaan Kimia Gemilang Sdn Bhd (“PKG”), Fermpro Sdn Bhd, Kumpulan Kesuma Sdn Bhd and Wedon Sdn Bhd.

A7.
Dividend Paid

The Company has not paid any dividend for the current financial year-to-date.

A8.    Segment Revenue and Results

The segment revenue and segment results for business segments for the current financial year-to-date are as follows: -

	9 Months ended 28.02.2005
	Polymer
	Industrial Chemical
	Engineering
	Building

Products
	Eliminations
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	

	External sales
	86,172
	315,244
	17,194
	14,675
	-
	433,285

	Inter-segment sales
	487
	732
	-
	-
	(1,219)
	-

	
	
	
	
	
	
	

	Total revenue
	86,659
	315,976
	17,194
	14,675
	(1,219)
	433,285

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment result
	4,046
	12,060
	1,117
	1,219
	-
	18,442

	Goodwill amortisation
	
	
	
	
	
	 (1,500)

	Unallocated corporate     income/(expenses) (Note A)
	
	
	
	
	
	(1,402)

	Operating profit
	
	
	
	
	
	15,540

	Interest expense
	
	
	
	
	
	(2,780)

	Interest income
	
	
	
	
	
	138

	Impairment of goodwill on consolidation
	
	
	
	
	
	(1,200)



	Share of results of associates
	
	
	
	
	
	(138)

	Profit before taxation
	
	
	
	
	
	11,560

	Taxation
	
	
	
	
	
	(4,072)

	Profit after taxation
	
	
	
	
	
	7,488

	Minority interests
	
	
	
	
	
	(186)

	
	
	
	
	
	
	7,302

	Under-provision for loss on capital distribution
	
	
	
	
	
	(165)

	
	
	
	
	
	
	

	Net profit for the period
	
	
	
	
	
	7,137

	9 Months ended 29.02.2004
	Polymer
	Engineering
	Building

Products
	Eliminations
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	

	External sales
	88,537
	159,928
	11,907
	-
	260,372

	Inter-segment sales
	157
	-
	-
	(157)
	-

	
	
	
	
	
	

	Total revenue
	88,694
	159,928
	11,907
	(157)
	260,372

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment result
	10,647
	8,050
	322
	-
	19,019

	Goodwill amortisation
	
	
	
	
	       (2,006)

	Unallocated corporate     income/(expenses) (Note A)
	
	
	
	
	1,009

	Operating profit
	
	
	
	
	       18,022

	Interest expense
	
	
	
	
	(5,368)

	Interest income
	
	
	
	
	            245

	Share of results of associates
	
	
	
	
	(25)

	
	
	
	
	
	

	Profit before taxation
	
	
	
	
	12,874

	Taxation
	
	
	
	
	(4,398)

	
	
	
	
	
	

	Profit after taxation
	
	
	
	
	8,476

	Minority interests
	
	
	
	
	325

	
	
	
	
	
	

	Net profit for the period
	
	
	
	
	8,801


Note A: Includes dividend income received from an investment in an unquoted company (FY2005: RM2,000,000; FY2004: RM4,444,444)
A9.
Valuation of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the most recent annual audited financial statements for the year ended 31 May 2004. The carrying values are based on valuations carried out in 1985 by independent qualified valuers less depreciation.

A10.
Material Events Subsequent to the End of the Interim Period

There were no material events subsequent to the end of the interim period up to the date of this report except for the following: -

1. On 8 March 2005, Nylex completed the acquisition of remaining 400,000 shares representing 20% equity interest in Zonson Sports (Malaysia) Sdn Bhd (“ZSM”) for a cash consideration of RM 82,600.  ZSM is currently a dormant company.

2. On 10 November 2004, Malaysian Roofing Industries Sdn Bhd (“MRI”), a 70% owned subsidiary, entered into an Asset Sale Agreement with AHI Roofing (Malaysia) Sdn Bhd (“AHI”), for the sale of certain assets of MRI to AHI for an aggregate cash consideration of RM11,289,800.

This transaction was completed on 16 March 2005 and is expected to realise a non-recurring gain of approximately RM1.4 million at MRI level and a non-recurring loss of RM1.5 million that relates to goodwill on consolidation of MRI at the Nylex group level. Nylex has provided an estimated amount of RM1.2 million for the write-down of goodwill on consolidation in the financial quarter ended 30 November, 2004.

3. On 28 April 2005,  PKG, a wholly owned subsidiary of Nylex, entered into a Sale and Purchase Agreement with Unique Tiara Development Sdn Bhd (“UTDSB”) to sell to UTDSB a piece of land measuring 2,623.9 square metres in the Kuala Lumpur town centre area together with a bungalow erected thereon for a cash consideration of RM16.0 million.

The transaction is expected to result in a gain on disposal of about RM9.0 million after deducting all outgoings and expenses in connection thereto including the Real Property Gains Tax.

A11.
Changes in Composition of the Group

There were no material changes in the composition of the Group for the current quarter and financial year-to-date including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring or discontinuing operations except for the following: -

1. Tamco Corporate Holdings Berhad ("Tamco"), a wholly-owned subsidiary, was listed on the MESDAQ Market of Bursa Securities on 6 July 2004. Following the Capital Reduction and Share Consolidation exercises, the Company distributed its entire investment in Tamco to the shareholders by applying the credit arising from the Capital Reduction and accordingly Tamco and its subsidiaries are no longer part of the Group with effect from 29 June 2004.

2. As mentioned in Note A6 above, with the issuance of 64,427,000 new ordinary shares at an issue price of RM1.00 each as purchase consideration, the Company acquired the entire equity interest in four (4) industrial chemical companies, namely PKG , Fermpro Sdn Bhd, Kumpulan Kesuma Sdn Bhd and Wedon Sdn Bhd (collectively, the “Industrial Chemical Division”).

3.
On 1 March 2005, the the Company  completed the acquisition of the entire equity interests in Rhodia Consumer Specialties Malaysia Sdn Bhd and 51% of the equity interests in Speciality Phosphates (Malaysia) Sdn Bhd, from Rhodia UK Limited for a total cash consideration of USD5.3 million (equivalent to RM20.14 million, based on the exchange rate of USD1.00 : RM3.80).
A12.
Contingent Liabilities


Unsecured:













As At

As At











        
        28.02.2005             31.05.2004










           RM’000

RM’000

	Bills discounted with banks
	     2,106
	
	      1,516



As reported in the previous quarters, the Company was potentially liable for a sales tax claim of approximately RM6,052,000 by the Director General of Customs Malaysia. The management of the Company are of the opinion that the claim has no merit and accordingly, an appeal was submitted to the Ministry of Finance (“MOF”).


On 15 February 2005, MOF issued a letter to allow the Company’s appeal. 

B.
ADDITIONAL INFORMATION REQUIRED BY THE KLSE LISTING REQUIREMENTS

B1.
Review of Group’s Performance for the Current Quarter and Financial Year-To-Date



For the nine months ended 28 February 2005, the Nylex Group made a net profit after tax and minority interest (“NPAT”) of RM7.1 million, compared with RM8.8 million achieved in the same period last year.

For the current quarter under review, the Group recorded a NPAT of RM0.6 million, compared to RM4.8 million in Q3 FY 2004. Included in the NPAT figure in Q3 last year was an amount of RM3.2 million being dividend income from the group’s investment in an unquoted company. Group sales increased by 91.4% to RM147.8 million, compared with sales of RM77.2 million in the same period last year, mainly due to higher sales contribution from the Industrial Chemical Division.

During the current quarter under review, the Polymer Division benefited from the strong sales performance of FCF (films and coated fabrics) in both domestic and export market. This enable the Division to achieved sales of RM27.4 million, which were 15.9% higher than sales achieved in Q3 FY2004. However, high raw material prices during the quarter reduced profit margins. As a result, the Division made a lower profit before tax of RM0.9 million compared to RM1.6 million achieved in the same period last year. 

The Industrial Chemical Division achieved sales of RM117.1 million for the quarter. Consequently, the Division contributed a profit before tax of RM2.7 million to the Group for Q3 FY 2005. 

The Building Products Division’s sales increased over the corresponding figure in Q3 FY 2004 of RM4.3 million to RM5.3 million for the current quarter. The improvement in sales performance was mainly due to an increase in export sales. Consequently, the Division made a profit before tax of RM0.3 million compared to RM0.1 million achieved in the same period last year.

B2.
Material Change in the Profit Before Taxation for the Current Quarter as compared with Immediate Preceding Quarter
For the current quarter under review, the Group achieved sales of RM147.8 million and a profit before tax of RM1.6 million, compared to sales of RM147.3 million and a profit before tax of RM6.0 million in the immediate preceding quarter. The Group’s higher sales performance is due mainly to higher contributions from the Industrial Chemical Division. The profit was lower in the current quarter compared with the immediate preceding quarter, as the preceding quarter has the benefit of dividend income of RM2.0 million received from an investment in an unquoted company.

B3.
Current Year’s Prospects

Following the demerger of the Engineering Division and the acquisition of the Industrial Chemical Companies as mentioned in Note A11, the prospects for the current financial year will depend on the ability of the Group’s 2 core businesses, namely the Polymer and Industrial Chemical Division, to capitalise on their leading market positions in the respective sectors they serve. Barring unforeseen circumstances, the Group’s performance for the financial year ending 31 May 2005 is expected to be satisfactory.

B4.
Variance of Actual Profit from Forecast Profit/Profit Guarantee

This is not applicable as no forecast profit or profit guarantee was made or issued during the year.

B5.
Taxation 

	



	
	Individual Quarter
	
	Cumulative Quarter


	
	
	Current Year 28.02.2005


	
	Preceding Year 29.02.2004


	
	Current Year 28.02.200530.11.2002


	
	Preceding year 29.02.2004



	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Taxation based on results for the period
	
	
	
	
	
	
	
	

	- Current

· 
	
	
	
	
	
	
	
	

	      Malaysian
	
	(1,091)
	
	(2,839)
	
	(4,016)
	
	(5,003)

	      Foreign
	
	     (44)
	
	   (83)
	
	    (223)
	
	   (107)

	- Deferred
	
	       (10)
	
	      71
	
	   98
	
	   (671)

	- Deferred tax benefits
	
	     -
	
	    20


	
	     17
	
	    (10)

	
	
	
	
	
	
	
	
	

	
	
	(1,145)
	
	(2,831)
	
	(4,124)
	
	(5,791)

	Over provision in prior years


	
	    113
	
	1,404
	
	52
	
	    1,393

	
	
	(1,032)
	
	(1,427)
	
	(4,072)
	
	(4,398)


The effective tax rates of the Group are disproportionate to the statutory tax rate mainly due to non-deductibility of certain expenses for tax purposes and the absence of group relief for losses suffered by certain subsidiaries.

B6.
Profits/(losses) on Sale of Unquoted Investments/Properties

Other than those disclosed in Note A10, there were no disposals of unquoted investments/properties for the current quarter and financial year-to-date. 

B7.
Quoted Securities

There was no purchase and disposal of quoted securities for the current quarter and financial year-to-date.

There was no investment in quoted shares as at 28 February 2005.

B8.
Status of Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this report. 

B9.
Group Borrowings







	
	
	          As At

 28.02.2005
	
	As At  

31.05.2004

	
	
	        (RM’000

          equivalent)
	
	(RM’000

equivalent)

	Short-term borrowings
	
	
	
	

	Unsecured
	
	
	
	

	- Ringgit Malaysia
	90,552
	
	61,164
	

	- US Dollar
	
	     - 
	
	13,257

	- Australian Dollar
	     -
	
	21,372
	

	- Chinese Renminbi
	           -
	
	               1,830
	

	
	90,552
	
	97,623
	

	Long-term borrowings
	
	
	
	

	Unsecured
	   
	
	
	

	- Ringgit Malaysia 
	      16,000
	
	80,000
	

	
	
	
	
	

	Total Borrowings
	
	106,552
	
	177,623


B10.
Financial Instruments with Off Balance Sheet Risk

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

B11.
Material Litigation

 There was no material litigation at the date of this report.

B12.
Dividends

(a) The Directors do not propose the payment of any dividend for the current financial quarter;
(b) The total dividend declared for the current financial year-to-date is 1.2% or 1.2 sen per share, less 28% income tax (FY 2004: Nil).

B13.
Earnings per Share

Basic Earnings Per Share

The calculation of basic earnings per share was based on the net profit attributable to ordinary shareholders for the current quarter of RM623,570 (29.02.2004: net profit of RM4,837,196) and RM7,136,409 (29.02.2004: net profit of RM8,800,986) for the financial year-to-date as reported in the condensed income statement of the Group, divided by the number of ordinary shares in issue during the current quarter of 176,670,860 (29.02.2004: 224,487,720) and weighted average number of ordinary shares in issue for the financial year-to-date of 181,983,844 (29.02.2004: 224,487,720).

Diluted Earnings Per Share

Not applicable.

Adjusted Basic Earnings Per Share

The calculation of proforma basic earnings per share was based on the net profit after tax and minority interest but before taking into account the under-provision for loss on capital distribution for the quarter of RM623,570 (29.02.2004: RM4,837,196) and RM7,301,891 (29.02.2004: RM8,800,986) for the financial year-to-date as reported in the condensed income statement of the Group, divided by the number of ordinary shares in issue during the current quarter of 176,670,860 (29.02.2004: 224,487,720) and weighted average number of ordinary shares in issue for the financial year-to-date of 181,983,844 (29.02.2004: 224,487,720).
BY ORDER OF THE BOARD

Choo Se Eng 

Company Secretary

Petaling Jaya

29 April 2005
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