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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 2007)

A1.
Basis of Preparation

This Interim Financial Report (“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 Report should be read in conjunction with the Audited Financial Statements of the Group for the financial year ended 31 May 2007. 

The significant accounting policies and methods of computation adopted by the Group in this Report are consistent with those adopted in the most recent Audited Financial Statements for the year ended 31 May 2007 except for the adoption of the following new/revised FRSs effective for financial year beginning 1 June 2007:-
	FRS 117
	Leases

	FRS 124
	Related Party Disclosures


The adoption of the above FRSs does not have significant financial impact on the Group except for the following: -
FRS 117: Leases
Prior to 1 June 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The upfront payments made for the leasehold land represents prepaid lease payments and are amortized on a straight-line basis over the lease term.
The Group has applied the change in accounting policy relating to the leasehold land in accordance with the transitional provisions of FRS 117. At 1 June 2007, the unamortized amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments. The reclassification of the leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative amounts as at 31 May 2007 have been restated as follows:-
	
	Previously stated

RM’000
	Adjustments

FRS 117

RM’000
	Restated

RM’000

	At 31 May 2007


	
	
	

	Property, plant and equipment
	77,361
	(19,121)
	58,240

	Prepaid lease payments
	-
	19,121
	19,121


A2.
Qualification of Auditors’ Report of Preceding Financial Statements

There was no audit qualification in the auditors’ report of the Group’s Audited Financial Statements for the financial year ended 31 May 2007.

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

There were no changes in estimated amounts reported in prior periods, 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:


Treasury shares:
On 31 October 2007, the shareholders of the Company approved the proposal for the Company to repurchase its own ordinary shares. During the current quarter under review, the Company purchased a total of 2,046,300 ordinary shares of RM1.00 each in the Company pursuant to Section 67A of the Companies Act, 1965, details of which are as follows:

	Date
	No. of Shares


	Highest Price

(RM)


	Lowest Price

(RM)
	Average Price

(RM)
	Total Consideration

(RM)

	November 2007
	2,046,300
	1.5600
	1.4300
	1.5164
	3,114,461



Notes: The consideration is inclusive of brokerage, contract stamp  and clearing fees.

As at 30 November 2007, a total of 2,046,300 treasury shares at a total cost of RM3.11 million were held by the Company pursuant to Section 67A (3A) (b) of the Companies Act, 1965.

A7.
Dividend Paid

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

Second interim dividend for the financial year ended 31 May 2007 was paid on 10 September 2007:

	
	RM’000

	2.5% or 2.5 sen per share less 27% Malaysian income tax
	3,547


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-Month period ended 30.11.2007
	Polymer
	Industrial Chemical 
	Building

Products
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	

	External sales
	66,579
	839,507
	4,067
	-
	910,153

	Inter-segment sales
	9
	433
	-
	(442)
	-

	
	
	
	
	
	

	Total revenue
	66,588
	839,940
	4,067
	(442)
	910,153

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment result
	2,604
	39,482
	227
	-
	42,313

	Goodwill amortisation
	
	
	
	
	-

	Unallocated corporate expenses (Note A)
	
	
	
	
	(3,361)

	Operating profit
	
	
	
	
	38,952

	Interest expense
	
	
	
	
	(5,022)

	Interest income
	
	
	
	
	986

	Share of results of associates
	
	
	
	
	373

	Profit before taxation
	
	
	
	
	35,289

	Taxation
	
	
	
	
	(8,526)

	Profit after taxation
	
	
	
	
	26,763

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	 

	
	
	
	
	
	

	
	
	
	
	
	

	6-Month period 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 expenses (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


Note A: Includes dividend income received from investment in an unquoted company (FY2008: RM3,287,671; FY2007: 5,659,229).
A9.
Valuation of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the Audited Financial Statements for the financial year ended 31 May 2007. 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 Current Period

There were no material events subsequent to the end of the current period up to the date of this Report that have not been reflected in the financial statements for the current 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

There were no contingent liabilities since the last annual balance sheet as at 31 May 2007.


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 30 November 2007, the Nylex Group increased sales by 46.9% to RM910.2 million, compared with RM619.6 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 RM35.3 million, compared to RM33.7 million that was achieved in the corresponding period last year.
For the current quarter under review, the Group achieved sales and PBT of RM476.5 million and RM25.2 million respectively, compared to RM428.6 million and RM26.4 million in Q2 FY 2007. Included in the Q2 FY 2007 PBT of RM26.4 million was an amount of RM5.7 million [Q2 FY 2008: Nil] being dividend income received from the Group’s investment in an unquoted company.

The Polymer Division achieved sales of RM32.3 million for the current financial quarter, which represents a slight increase of 6.2% from RM30.4 million in the corresponding quarter in Q2 FY 2007. Consequently, the Division made a slightly higher PBT of RM1.3 million as compared with RM1.0 million achieved in the same period last year. 

The Industrial Chemical Division achieved higher sales of RM453.5 million for the quarter compared to RM406.0 million in Q2 of FY 2007. Consequently, the Division contributed a higher PBT of RM30.1 million compared with RM21.4 million achieved in the same period last year. 
The Building Products Division maintained same level of sales and profits  of RM2.3 million and RM0.1 million respectively for the current quarter, as compared to the corresponding quarter 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 RM476.5 million and a PBT of RM25.2 million, compared to sales of RM433.7 million and a PBT of RM10.1 million in the immediate preceding quarter. The higher sales and profits recorded for the current quarter is due mainly to higher contributions from the Industrial Chemical Division.
B3.
Current Year’s Prospects

(1) Barring unforeseen circumstances, the Group’s performance is expected to be satisfactory for the remaining periods of financial year ending 31 May 2008.

(2) As disclosed in the Company’s reply to Bursa Securities’ queries on 30 January 2007, the internal target for the Group’s revenue for the financial year ending 31 May 2008 is RM1.6 billion. Based on the Group’s consolidated revenue achieved for the 6-month period ended 30 November 2007 of RM910.2 million, which represent 56.9% of the revenue target of RM1.6 billion, the Group is on track to meet this internal target.
B4.
Achievability of Internal Target
The Board of Directors of the Company is of the opinion that, barring unforeseen circumstances, the revenue target for the financial year ending 31 May 2008 of RM1.6 billion, of which was previously disclosed in the Company’s reply to Bursa Securities’ queries on 30 January 2007, is likely to be achieved.
B5.
Taxation 

	



	
	Individual Quarter
	
	Cumulative Quarter


	
	
	Current Year 30.11.2007

	
	Preceding Year 30.11.2006

	
	Current Year 30.11.200730.11.2002


	
	Preceding year 30.11.2006


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

	Taxation based on results for the period
	
	
	
	
	
	
	
	

	- Current

· 
	
	
	
	
	
	
	
	

	      Malaysian
	
	(6,724)
	
	     (5,547)
	
	(8,896)
	
	     (7,900)

	      Foreign
	
	     (443)
	
	(616)
	
	    (676)
	
	(672)

	- Deferred
	
	       401
	
	        206
	
	  1,069
	
	        514

	- Deferred tax benefits
	
	     -
	
	         -
	
	     -
	
	         -

	
	
	
	
	
	
	
	
	

	
	
	(6,766)
	  
	   (5,957)
	
	(8,503)
	
	   (8,058)

	Under provision in prior years


	
	-   
	
	        (90)

	
	(23)
	
	        (90)


	
	
	(6,766)
	
	    (6,047)
	
	(8,526)
	
	    (8,148)


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, tax incentives of the Company and the concessionary tax rate in a subsidiary.
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 and financial year-to-date.

Details of the Group’s investment in marketable securities are as follows:
	
	
	As at

30.11.2007
	
	As at

31.05.2007

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	(i) At cost
	
	1,549
	
	1,549

	(ii) At book value
	
	1,173
	
	1,330

	(iii) At market value
	
	1,173
	
	1,330

	
	
	
	
	


B8.
Status of Corporate Proposals

1. Proposed Rights Issue With Warrants
On 30 April 2007, the Board of Directors announced that the Company is proposing to undertake a Proposed Renounceable Rights Issue of 24,292,232 new ordinary shares of RM1.00 each in Nylex (“Rights Share”) together with 48,584,464 free detachable new warrants (“Warrants”) on the basis of one (1) Rights Share and two (2) Warrants for every eight (8) existing ordinary shares of RM1.00 each in Nylex ("Proposed Rights Issue With Warrants").
The Proposed Rights Issue With Warrants was approved by the Securities Commission, Bank Negara Malaysia and the Company’s shareholders.
On 22 November 2007, the Board announced that the Company has decided to abort the Proposed Rights Issue With Warrants.

2.
Expressions of Interest
On 21 November 2007, Nylex announced that it has appointed financial advisors to evaluate the merits of the expressions of interest it has received for its chemical business and to assess the feasibility and structure of listing its chemical business on the Singapore Exchange Securities Trading Limited.

As at the date of this Report, the evaluation by the financial advisors is still in process.

B9.
Utilisation of Proceeds
Not applicable as the Company has not raised any proceeds from any of its corporate exercise.

B10.
Group Borrowings







	
	
	          As At

 30.11.2007
	
	As At  

31.05.2007

	
	
	        (RM’000

          equivalent)
	
	(RM’000

equivalent)

	Short-term borrowings
	
	
	
	

	Secured
	
	
	
	

	- Ringgit Malaysia
	
	15,200
	
	13,200

	- United States Dollar
	
	26,376
	
	36,752

	
	
	41,576
	
	49,952

	Unsecured
	
	
	
	

	- Ringgit Malaysia
	94,596
	
	96,337
	

	- Indonesia Rupiah
	4
	
	10
	

	
	94,600
	
	96,347
	

	
	
	
	

	
	136,176
	
	146,299

	
	
	
	

	Long-term borrowings
	
	
	
	

	Secured
	
	
	
	

	- Ringgit Malaysia
	51,449
	
	57,449
	

	
	
	
	
	

	Unsecured
	   
	
	
	

	- Ringgit Malaysia
	142
	
	203
	

	
	
	
	
	

	
	
	51,591
	
	57,652

	
	
	
	
	

	Total Borrowings
	
	187,767
	
	203,951


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) The Directors do not recommend the payment of any dividend for the current financial quarter;
(b) There were no dividends declared for the current financial year-to-date (FY 2007: 3.0% or 3.0 sen per share, less 27% Malaysian income tax).   

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 RM18,338,097 (30.11.2006: net profit of RM20,567,662) and net profit of RM26,630,303 (30.11.2006: net profit of RM25,770,745) for the financial year-to-date as reported in the condensed income statements of the Group, divided by the weighted average number of ordinary shares in issue during the current quarter of 194,205,714 (30.11.2006: 176,865,003) and for the financial year-to-date of 194,272,148 (30.11.2006: 176,767,401).

Diluted Earnings Per Share

Not applicable as the Company does not have dilutive potential ordinary shares in issue as at the balance sheet date.
BY ORDER OF THE BOARD

Choo Se Eng 

Stephen Geh Sim Whye

Company Secretaries

Petaling Jaya

29 January 2008
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