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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 30 November 2006)

A1.
Basis of Preparation

This interim financial report is unaudited and has been prepared in compliance with Financial Reporting Standard (“FRS”) 134: 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 2006. 

The significant 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 2006 except for the adoption of the following new/revised FRS effective for financial period beginning 1 June 2006:-
	FRS 2
	Share-based Payment

	FRS 3
	Business Combinations

	FRS 5
	Non-current Assets Held for Sale and Presentation of Discontinued Operations

	FRS 101
	Presentation of Financial Statements

	FRS 102
	Inventories

	FRS 108
	Accounting Policies, Changes in Estimates and Errors

	FRS 110
	Events After Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 121
	The Effects of Changes in Foreign Exchange Rates

	FRS 127
	Consolidated Financial Statement and Investments in Subsidiaries

	FRS 128
	Investments in Associates

	FRS 131
	Interests in Joint Ventures

	FRS 132
	Financial Instruments : Disclosure and Presentation

	FRS 133
	Earnings per share

	FRS 136
	Impairment of Assets

	FRS 138
	Intangible Assets

	FRS 140
	Investment Property


The adoption of the above FRSs does not have significant financial impact on the Group except for the following: -
(a) FRS 3: Business Combination, FRS 136: Impairment of assets and FRS 138: Intangible Assets
The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognised in income statement and subsequent reversal is not allowed. Prior to 1 June 2006, goodwill was systematically amortised over a period of time not exceeding twenty years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 June 2006. The transitional provisions of FRS 3, however, have required the Group to eliminate at 1 June 2006 the carrying amount of the accumulated amortisation against the carrying amount of goodwill. The carrying amount of goodwill as at 1 June 2006 of RM29,154,340 ceased to be amortised. This has the effect of reducing the amortisation charges by RM401,012 in the current quarter and RM802,024 in the financial period ended 30 November 2006.
(b) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statement is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

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 2006.

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: -
Ordinary Shares

	
	Number of shares
	
	RM

	Issued and fully paid up ordinary share (at par value of RM1.00 each):-
	
	
	

	As at 1 June 2006
	176,670,860
	
	176,670,860

	Issue of new shares pursuant to private placement 
	17,667,000
	
	17,667,000

	As at 30 November 2006
	194,337,860
	
	194,337,860


A7.
Dividend Paid

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

Final dividend for the financial year ended 31 May 2006 was paid on 30 November 2006:

	
	RM’000

	4.0% or 4.0 sen per share less 28% Malaysian income tax
	5,088


A8.    Segment Revenue and Results

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

	6 Months ended 30.11.2006
	
	Polymer
	Industrial Chemical 
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	
	

	External sales
	
	64,643
	550,571
	4,391
	-
	619,605

	Inter-segment sales
	
	2
	305
	-
	(307)
	-

	
	
	
	
	
	
	

	Total revenue
	
	64,645
	550,876
	4,391
	(307)
	619,605

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment result
	
	3,566
	28,538
	245
	-
	32,349

	Goodwill amortisation
	
	
	
	
	
	 -

	Unallocated corporate income (Note A)
	
	
	
	
	
	3,994

	Operating profit
	
	
	
	
	
	36,343

	Interest expense
	
	
	
	
	
	(3,896)

	Interest income
	
	
	
	
	
	1,117

	Share of results of associates
	
	
	
	
	
	163

	Profit before taxation
	
	
	
	
	
	33,727

	Taxation
	
	
	
	
	
	(8,148)

	Profit after taxation
	
	
	
	
	
	25,579

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	6 Months ended 30.11.2005
	
	Polymer
	Industrial Chemical
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	
	

	External sales
	
	66,406
	274,071
	4,004
	-
	344,481

	Inter-segment sales
	
	1
	510
	-
	(511)
	-

	
	
	
	
	
	
	

	Total revenue
	
	66,407
	274,581
	4,004
	(511)
	344,481

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment result
	
	3,528
	10,845
	(103)
	-
	     14,270

	Goodwill amortisation
	
	
	
	
	
	 (802)

	Unallocated corporate expenses (Note A)
	
	
	
	
	        
	   (735)

	Operating profit
	
	
	
	
	
	12,733

	Interest expense
	
	
	
	
	
	(2,103)

	Interest income
	
	
	
	
	
	351

	Share of results of associates
	
	
	
	
	
	(308)

	Profit before taxation
	
	
	
	
	
	10,673

	Taxation
	
	
	
	
	
	(4,160)

	Profit after taxation
	
	
	
	
	
	6,513


Note A: Includes dividend income received from an investment in an unquoted company (FY2007: RM5,659,229; FY2006: RM124,800)

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 2006. 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 except for the following: -
Acquisition of chemical companies
(i) CKG Chemicals Pte Ltd (“CKG”)


During the last financial year, the Company entered into a Share Sale Agreement for the acquisition of 4,000,000 ordinary shares of S$1.00 each representing the entire issued and paid-up share capital of CKG for a total purchase consideration of S$40,000,000.


In September 2006, the above transaction was completed.

(ii) Megachem Limited (“Megachem”)

During the last financial year, the Company entered into a Sale and Option Agreement for the acquisition of 39,976,670 issued shares in Megachem representing 29.99% of the issued share capital of Megachem for a cash consideration of S$7,995,334.

The sale and purchase of the 20% and 9.99% of the issued shares of Megachem has been completed in July 2006 and September 2006 respectively.
A12.
Contingent Liabilities


Unsecured:













As At

As At











        
        30.11.2006             31.05.2006










           RM’000

RM’000

	Bills discounted with banks
	     548
	
	      199


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 six months ended November 2006, the Nylex Group increased sales by 79.9% to RM619.6 million, compared with RM344.5 million achieved in the same period last 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 RM33.7 million, compared to RM10.7 million that was achieved in the same period last year. 
For the current quarter under review, the Group achieved sales and PBT of RM428.6 million and RM26.4 million respectively, compared to RM166.9 million and RM6.6 million in Q2 FY 2006. Included in the current quarter’s PBT was an amount of RM5.66 million being dividend income from the Group’s investment in an unquoted company.
The Polymer Division achieved sales of RM30.4 million for the current financial quarter, which represents a slight decrease of 2.1% from RM31.1 million in the corresponding quarter in Q2 FY 2006. For the quarter, the Division made a lower PBT of RM1.0 million compared with RM2.4 million achieved in the same period last year, due to stiff competition from imports. 

The Industrial Chemical Division achieved higher sales of RM406.0 million for the quarter compared to RM150.1 million in Q2 FY 2006. Consequently, the Division contributed a higher PBT of RM21.4 million compared with RM5.7 million achieved in the same period last year. The financial results of the newly acquired company, CKG Chemicals Pte Ltd (“CKG”), have been incorporated into the current quarter results. For the current quarter, CKG achieved sales of RM197.7 million and PBT of RM5.4 million.
The Building Products Division’s sales for the current quarter were slightly lower at RM2.4 million as compared to RM2.5 million in Q2 last year. The Division made a lower PBT of RM0.1 million compared to RM0.2 million recorded 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 RM428.6 million and a PBT of RM26.4 million, compared to sales of RM191.0 million and a PBT of RM7.4 million in the immediate preceding quarter. The higher profits recorded for the current quarter is due mainly to higher contributions from the Industrial Chemical Division and the dividend income of RM5.66 million received from the Group’s investment in an unquoted company.
B3.
Current Year’s Prospects

The Industrial Chemical Division is expected to continue to be the main contributor to the Group’s earnings. Barring unforeseen circumstances, the Group’s performance is expected to be satisfactory for the remaining period of financial year ending 31 May 2007.

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 30.11.2006

	
	Preceding Year 30.11.2005

	
	Current Year 30.11.200630.11.2002


	
	Preceding year 30.11.2005


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

	Taxation based on results for the period
	
	
	
	
	
	
	
	

	- Current

· 
	
	
	
	
	
	
	
	

	      Malaysian
	
	(5,547)
	
	     (3,228)
	
	(7,900)
	
	   (4,705)

	      Foreign
	
	     (616)
	
	        -
	
	    (672)
	
	      -

	- Deferred
	
	       206
	
	        372
	
	  514
	
	      518

	- Deferred tax benefits
	
	     -
	
	         -
	
	     -
	
	        -

	
	
	
	
	
	
	
	
	

	
	
	(5,957)
	  
	   (2,856)
	
	(8,058)
	
	 (4,187)

	Under provision in prior years


	
	(90)   
	
	        (2)

	
	(90)
	
	     27

	
	
	(6,047)
	
	    (2,858)
	
	(8,148)
	
	  (4,160)


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, concessionary tax rate in certain subsidiary and some tax exempt dividend income received during the period.
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

There were no purchases and disposals of marketable securities during the current quarter.

The details of marketable securities at the end of the current quarter are as follows:
	
	
	As at

30.11.2006
	
	As at

31.05.2006

	
	
	RM’000
	
	RM’000

	Investment in quoted securities
	
	
	
	

	(i) At cost
	
	2,080
	
	2,080

	(ii) At book value
	
	1,387
	
	1,598

	(iii) At market value
	
	1,387
	
	1,598

	
	
	
	
	


B8.
Status of Corporate Proposals

1. Proposed Private Placement

During the last financial year, the Company proposed to undertake a private placement of up to 10% of the existing issued and paid-up share capital of the Company (“Private Placement”), involving the issuance of up to 17,667,000 new ordinary shares of RM1.00 each in the Company at an issue price to be determined later to placee(s) to be identified.
The shares were allotted on 30 November 2006 and the Private Placement has been completed upon the listing and quotation of the placement shares on the Main Board of Bursa Securities on 8 December 2006.
2.

Acquisition of Chemical Companies
(iii) CKG Chemicals Pte Ltd (“CKG”)

During the last financial year, the Company entered into a Share Sale Agreement for the acquisition of 4,000,000 ordinary shares of S$1.00 each representing the entire issued and paid-up share capital of CKG for a total purchase consideration of S$40,000,000.

In September 2006, the above transaction was completed.
(iv) Megachem Limited (“Megachem”)
During the last financial year, the Company entered into a Sale and Option Agreement for the acquisition of 39,976,670 issued shares in Megachem representing 29.99% of the issued share capital of Megachem for a cash consideration of S$7,995,334.
The sale and purchase of the 20% and 9.99% of the issued shares of Megachem has been completed in July 2006 and September 2006 respectively.
B9.
Utilisation of Proceeds
On 30 November 2006, Nylex had issued 17,667,000 new ordinary shares of RM1.00 each (“Nylex Shares”) to certain investors at an issue price of RM1.01 per Nylex Share (“Private Placement”).
At the date of this report, Nylex has utilised part of the proceeds of RM17.84 million from its Private Placement as follows:

	
	RM’ million

	Expenses incurred in relation to this private placement
	     0.18

	Settlement of trade payables
	7.66

	
	7.84


The remaining RM10.00 million of the placement proceeds is proposed to be utilised for general working capital purposes.
B10.
Group Borrowings







	
	
	          As At

 30.11.2006
	
	As At  

31.05.2006

	
	
	        (RM’000

          equivalent)
	
	(RM’000

equivalent)

	Short-term borrowings
	
	
	
	

	Secured
	
	
	
	

	- Ringgit Malaysia
	
	6,000
	
	-

	- United States Dollar
	
	42,422
	
	-

	
	
	48,422
	
	-

	Unsecured
	
	
	
	

	- Ringgit Malaysia
	126,315
	
	87,058
	

	- Indonesia Rupiah
	11
	
	68
	

	
	126,326
	
	87,126
	

	
	
	
	
	

	
	
	174,748
	
	87,126

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Long-term borrowings
	
	
	
	

	Secured
	
	
	
	

	- Ringgit Malaysia
	66,000
	
	-
	

	
	
	
	
	

	Unsecured
	   
	
	
	

	- Ringgit Malaysia
	274
	
	-
	

	- Indonesia Rupiah
	                5
	
	10
	

	
	
	279
	
	10

	
	
	
	
	

	
	
	66,279
	
	10

	
	
	
	
	

	Total Borrowings
	
	241,027
	
	87,136


B11.
Financial Instruments with Off Balance Sheet Risk

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

B12.
Material Litigation

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

B13.
Dividends

(a) An interim ordinary dividend has been declared;

(i) The amount per share: 3.0 sen (before tax of 27%);

(ii) The previous corresponding period: Nil;

(iii) The date payable: 5 March 2007;

(iv) In respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at 8 February 2007; and
(b) The total dividend declared for the current financial year-to-date is 3.0% or 3.0 sen per share, less 27% Malaysian income tax (FY 2006: Nil).

B14.
Earnings per Share

Basic Earnings Per Share

The calculation of basic earnings per share was based on the net profit attributable to ordinary equity holders of the parent for the current quarter of RM20,567,662 (30.11.2005: net profit of RM3,708,753) and net profit of RM25,770,745 (30.11.2005: net profit of RM7,256,771) for the financial year-to-date as reported in the condensed income statement of the Group, divided by the weighted average number of ordinary shares in issue during the current quarter of 176,865,003 (30.11.2005: 176,670,860) and for the financial year-to-date of 176,767,401 (30.11.2005: 176,670,860).
Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

Choo Se Eng 

Stephen Geh Sim Whye

Company Secretaries

Petaling Jaya

23 January 2007
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