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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 31 May 2006)

A1.
Basis of Preparation

This interim financial report is unaudited and has been prepared in compliance with Financial Reporting Standard (“FRS”) 1342004: Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Securities”).

This interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 May 2005. 

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 2005.

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 2005.

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.

A7.
Dividend Paid

Dividend paid for the current financial year-to-date is as follows: -

Final dividend for the year ended 31 May 2005 was paid on 25 November 2005:

	
	RM’000

	4.5% or 4.5 sen per share less 28% income tax
	5,724


A8.    Segment Revenue and Results

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

	12 Months ended 31.05.2006
	
	Polymer
	Industrial Chemical 
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	
	

	External sales
	
	128,037
	535,097
	7,166
	-
	670,300

	Inter-segment sales
	
	18
	814
	-
	(832)
	-

	
	
	
	
	
	
	

	Total revenue
	
	128,055
	535,911
	7,166
	(832)
	670,300

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment result
	
	9,388
	18,680
	664
	-
	28,732

	Goodwill amortisation
	
	
	
	
	
	 (1,604)

	Unallocated corporate

   income (Note A)
	
	
	
	
	
	2,320

	Operating profit
	
	
	
	
	
	29,448

	Interest expense
	
	
	
	
	
	(3,660)

	Interest income
	
	
	
	
	
	620

	Share of results of associates
	
	
	
	
	
	(186)

	Profit before taxation
	
	
	
	
	
	26,222

	Taxation
	
	
	
	
	
	(8,110)

	Profit after taxation
	
	
	
	
	
	18,112

	Minority interests
	
	
	
	
	
	119

	
	
	
	
	
	
	

	Net profit for the year
	
	
	
	
	
	18,231

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	12 Months ended 31.05.2005
	Polymer
	Industrial Chemical
	Engineering
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	
	

	External sales
	118,694
	473,094
	17,194
	16,515
	-
	625,497

	Inter-segment sales
	52
	-
	-
	-
	(52)
	-

	
	
	
	
	
	
	

	Total revenue
	118,746
	473,094
	17,194
	16,515
	(52)
	625,497

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment result
	5,077
	22,380
	1,117
	1,965
	-
	     30,539

	Goodwill amortisation
	
	
	
	
	
	 (1,873)

	Impairment of goodwill on consolidation

Unallocated corporate     expenses (Note A)
	
	
	
	
	        
	(2,496)

(2,890)

	Operating profit
	
	
	
	
	
	23,280

	Interest expense
	
	
	
	
	
	(3,877)

	Interest income
	
	
	
	
	
	210

	Share of results of associates
	
	
	
	
	
	(88)

	Profit before taxation
	
	
	
	
	
	19,525

	Taxation
	
	
	
	
	
	(5,886)

	Profit after taxation
	
	
	
	
	
	13,639

	Minority interests
	
	
	
	
	
	(183)

	
	
	
	
	
	
	

	Net profit for the year
	
	
	
	
	
	13,456


Note A: Includes dividend income received from an investment in an unquoted company (FY2006: RM4,284,800; FY2005: RM2,000,000)

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 2005. 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, that have not been reflected in the financial statements for the interim period.

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.

A12.
Contingent Liabilities


Unsecured:













As At

As At











        
        31.05.2006             31.05.2005










           RM’000

RM’000

	Bills discounted with banks
	     199
	
	      924


B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

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



For the 12 months ended 31 May 2006, the consolidated revenue of the Nylex Group was RM670.3 million, up 7.2% from RM625.5 million in the previous year. The increase in sales was mainly due to higher sales contribution from the Industrial Chemical Division. The Group recorded a profit before tax (“PBT”) of RM26.2 million, compared to RM19.5 million that was achieved in the previous year. 

For the current quarter under review, the Group achieved sales and PBT of RM178.4 million and RM4.4 million respectively, compared to RM192.2 million and RM8.1 million in Q4 FY 2005. Included in Q4 FY 2005’s PBT of RM8.1 million was an amount of about RM8.5 million being gain on disposal of property by one of Nylex’s wholly owned subsidiary, Perusahaan Kimia Gemilang Sdn Bhd (“PKG”), gain on sale of assets in Malaysian Roofing Industries Sdn Bhd (“MRI”) of approximately RM1.2 million and the recognition of impairment loss of goodwill on consolidation of MRI amounting to RM1.3 million.

The Polymer Division achieved sales of RM32.9 million for the current financial quarter, which represents an increase of 2.6% from RM32.1 million in the corresponding quarter in Q4 FY 2005. For the quarter, the Division made a higher PBT of RM2.8 million compared with RM1.2 million achieved in the same period last year. 

The Industrial Chemical Division achieved lower sales of RM144.1 million for the quarter compared to RM189.6 million in Q4 FY 2005. The Division contributed a PBT of RM2.8 million compared with RM10.0 million achieved in the same period last year. Higher PBT was recorded in Q4 FY 2005 mainly due to the recognition of gain on the disposal of property by PKG, amounting to approximately RM8.5 million.

Following the cessation of production in MRI on 16 March 2005, the Building Products Division’s sales were solely dependent on the contribution from PT Indomalay Ekatana Roofing Industries, the manufacturing unit in Indonesia. Consequently, the Division’s sales for the current quarter was lower at RM1.3 million as compared to RM2.3 million in Q4 last year. The Division made a lower PBT of RM0.4 million compared to RM0.8 million recorded in same period last year.  Previous quarter’s PBT of RM0.8 million was arrived at after recognising the gain on sale of assets as mentioned above. 

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 RM178.4 million and a PBT of RM4.4 million, compared to sales of RM147.4 million and a PBT of RM11.1 million in the immediate preceding quarter. In the immediate preceding quarter, the Group received dividend income of RM4.16 million from its investment in an unquoted company.

B3.
Future Prospects

The prospects for the next financial year will depend on the ability of the Group’s two 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 2007 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 31.05.2006


	
	Preceding Year 31.05.2005


	
	Current Year 31.05.200630.11.2002


	
	Preceding year 31.05.2005



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

	Taxation based on results for the period
	
	
	
	
	
	
	
	

	- Current

· 
	
	
	
	
	
	
	
	

	      Malaysian
	
	(2,346)
	
	     (656)
	
	(9,328)
	
	   (4,672)

	      Foreign
	
	     91
	
	        (141)
	
	    29
	
	      (364)

	- Deferred
	
	       224
	
	        216
	
	  1,048
	
	      314

	- Deferred tax benefits
	
	     453
	
	         (17)
	
	     453
	
	        -

	- Real Property Gains tax
	
	-
	
	       (530)
	
	-
	
	     (530)

	
	
	
	
	
	
	
	
	

	
	
	(1,578)
	  
	   (1,128)
	
	(7,798)
	
	 (5,252)

	Under provision in prior years


	
	(383)    
	
	        (686)

	
	(312)
	
	      (634)

	
	
	(1,961)
	
	    (1,814)
	
	(8,110)
	
	  (5,886)


The effective tax rate of the Group is disproportionate to the statutory tax rate mainly due to non-deductibility of certain expenses for tax purposes and the tax exempt dividend received during the financial year.

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

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

B7.
Marketable Securities

Details of purchases and disposals of marketable securities are as follows:

	
	
	
	
	12 months ended 31.05.06

	
	
	
	
	RM’000

	Sales proceeds
	
	
	
	283

	Less: Purchase consideration
	
	
	
	(266)

	Profit on disposal
	
	
	
	17

	
	
	
	
	

	
	
	
	
	As at

31.05.2006

	
	
	
	
	RM’000

	Investment in quoted securities
	
	
	
	

	(i) At cost
	
	
	
	2,080

	(ii) At book value
	
	
	
	1,598

	(iii) At market value
	
	
	
	1,598

	
	
	
	
	


B8.
Status of Corporate Proposals

1.
On 28 February 2006 and 4 May 2006, Aseambankers Malaysia Berhad (“Aseambankers), on behalf of the Board of Directors of Nylex, announced that Nylex proposes to undertake the proposed private placement of up to 10% of the existing issued and paid-up share capital of Nylex (“Private Placement”). 

The Private Placement will entail the issuance of up to 17,667,000 new ordinary shares of RM1.00 each in Nylex ("Nylex Shares") representing up to 10% of the issued and paid-up share capital of Nylex at an issue price to be determined later to placee(s) to be identified.

The Private Placement is conditional upon the approvals of:-

(i)
the Securities Commission ("SC") (under Section 32 of the SC Act 1993);

(ii)
the SC (under the Foreign Investment Committee Guidelines for Acquisition of Assets, Mergers and Take-overs);

(iii) Ministry of International Trade and Industry (“MITI”) for the Bumiputera equity condition, if any; and

(iv) the Bursa Securities for the listing of and quotation for the new Nylex Shares to be issued pursuant to the Private Placement. 

Approval has been obtained from the shareholders of Nylex at the last Annual General Meeting ("AGM") convened on 25 October 2005 authorising the Directors to issue new Nylex Shares not exceeding 10% of the issued and paid-up share capital of the Company as at the date thereof pursuant to Section 132D of the Companies Act, 1965. The approval is valid until the next AGM which is expected to be held in October 2006.

The SC has vide its letter dated 24 May 2006, approved the Private Placement under Section 32(5) of the SC Act 1993. The SC had also approved the Private Placement under the Guideline on the Acquisition of Interest, Mergers and Take-overs by Local and Foreign Interests.

MITI had, vide its letter dated 2 June 2006, approved the Private Placement.

Bursa Securities had, vide its letter dated 13 June 2006, approved in-principle, the listing of up to 17,667,000 new Nylex Shares to be issued pursuant to the Private Placement.

As at the date of this report, this exercise has yet to be implemented.

2. On 14 April 2006, Aseambankers, on behalf of the Board of Directors of Nylex, announced that Nylex had on 14 April 2006 entered into a Share Sale Agreement (“SSA”) for the acquisition of 4,000,000 ordinary shares in CKG Chemicals Pte Ltd (“CKG”) representing the entire issued and paid-up share capital of CKG for a total purchase consideration of S$40,000,000 (“Proposed CKG Acquisition”). 


The Proposed CKG Acquisition is subject to, amongst others, the following:-

(a)
the approvals or consents of any financiers of CKG;

(b)
the approval from Bank Negara Malaysia (“BNM”);

(c)
the approval or waiver of any regulatory requirement by any relevant authorities in Singapore; and

(d)
the approval from the shareholders of Nylex at an extraordinary general meeting (“EGM”) to be convened.

BNM had vide its letter dated 24 May 2006, approved the remittance of funds for the Proposed CKG Acquisition.

On 17 July 2006, Aseambankers, on behalf of the Board of Directors of Nylex, announced that Nylex and the CKG vendors had on 13 July 2006 entered into an Addendum No. 1 whereby both parties mutually agree, inter alia, to extend the period for fulfillment of the conditions precedent in the SSA for a further sixty (60) days after the expiry of three (3) months from the date of execution of the SSA.

The Circular to shareholders dated 18 July 2006 relating to the Proposed CKG Acquisition has been dispatched to the shareholders and an EGM will be held on 1 August 2006.

3. On 24 May 2006, Aseambankers, on behalf of the Board of Directors of Nylex, announced that Nylex had on 24 May 2006 entered into a Sale and Option Agreememt ("SOA") for the acquisition of 39,976,670 issued shares in Megachem Limited (“Megachem”) representing 29.99% of the issued share capital of Megachem for a cash consideration of S$7,995,334 (“Megachem Acquisition”).

BNM had vide its letter dated 22 June 2006, approved the remittance of funds for the Megachem Acquisition.

On 7 July 2006, on behalf of the Board of Directors of Nylex, Aseambankers announced that the sale and purchase of the 20% of the issued shares of Megachem has been completed on 6 July 2006. The completion of the sale and purchase of the balance 9.99% issued shares of Megachem shall take place on 5 September 2006.
B9.
Group Borrowings







	
	
	          As At

 31.05.2006
	
	As At  

31.05.2005

	
	
	        (RM’000

          equivalent)
	
	(RM’000

equivalent)

	Short-term borrowings
	
	
	
	

	Unsecured
	
	
	
	

	- Ringgit Malaysia
	87,058
	
	93,033
	

	
	
	
	
	

	Long-term borrowings
	
	
	
	

	Unsecured
	   
	
	
	

	- Ringgit Malaysia 
	                -
	
	15,101
	

	
	
	
	
	

	Total Borrowings
	
	87,058
	
	108,134


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) A final ordinary dividend for the current financial year ended 31 May 2006 has been recommended by the Directors for approval by the shareholders at the forthcoming Annual General Meeting;

(i) The amount per share: 4.0 sen (before tax of 28%);

(ii) The previous corresponding period: 4.5 sen (before tax of 28%);

(iii) The date of payment of the recommended final dividend shall be determined by the Directors and announced at a later date.
(b)
The total dividend per share for the current financial year, including the above recommended final dividend, if approved, would be 4.0% or 4.0 sen per share, less 28% income tax (FY 2005: 5.7% or 5.7 sen per share, less 28% income tax).

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 RM2,103,550 (31.05.2005: net profit of RM6,320,682) and net profit of RM18,230,624 (31.05.2005: net profit of RM13,457,091) 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 (31.05.2005: 176,670,860) and weighted average number of ordinary shares in issue for the financial year-to-date of 176,670,860 (31.05.2005: 180,655,598).

Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

Choo Se Eng 

Stephen Geh Sim Whye

Company Secretaries

Petaling Jaya

28 July 2006
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