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NOTES TO THE INTERIM FINANCIAL REPORT


1. Basis of preparation


The interim financial statements have been prepared under the historical cost convention except for the revaluation of freehold land included within property, plant and equipment and where applicable the other assets and liabilities are stated at fair values.


The interim financial report is unaudited and has been prepared in compliance with FRS 134, Interim Financial Reporting and Paragraph 9.22 of Listing Requirements of Bursa Malaysia Securities Berhad.


The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2006. The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of changes in the financial position and performance of the Group since the year ended 31 December 2006

2. Changes in Accounting policies






The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2007:
FRS 117 


Leases

FRS 1192004 (Revised)

Employee Benefits – Acturial Gains and Losses, 





Group Plans and Disclosures

FRS 124


Related Party Disclosures
The adoption of all FRSs mentioned above does not result in significant changes in accounting policies of the Company, other than the change discussed below:

a) FRS 117 : Leases

      
Leasehold land was previously classified as property, plant and equipment and was stated at valuation less cost of accumulated depreciation and impairment of losses. With the adoption of FRS 117, leasehold land held for own use is now classified as operating lease and the unamortized revalued amount retained will be treated as the surrogate carrying amount of prepaid lease payments. Such prepaid lease payments are amortised on a straight line basis over the remaining lease term of the land. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparatives have been restated. There were no effects on the consolidated income statement.
3. Seasonal or cyclical factors


The Group has traditionally performed better during the second half of the financial year.

4. Unusual items affecting the assets, liabilities, equity, net income or cash flows


There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group for the current quarter and financial year-to-date. 

5. Changes in estimates


There were no changes in estimates of amounts reported in the current quarter under review.

6. Debt and equity securities


There were no issuances or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter under review.

7. Segment information


The segmental information is not prepared as the Group is principally involved in manufacturing and trading of plastics products which is predominantly carried out in Malaysia.

8. Valuation of property, plant and equipment


There was no valuation for the property, plant and equipment for the Group during the quarter under review.

9. Material events subsequent to the balance sheet date


There were no material events subsequent to the end of the financial period ended 30 September 2007 that have not been reflected in the financial statements as at the date of this report.

10. 
Changes in the composition of the Group

 
There were no changes in the composition of the Group for the current financial quarter.

11. Changes in contingent liabilities or contingent assets

 
There were no changes in other contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2006.  

12. Review of performance


For the financial period ended 30 September 2007, the Group achieved a total operating revenue of RM147.72 million as compared to RM155.48 million in the preceding corresponding financial period. The Group recorded a Profit After Tax of RM7.76 million as compared to RM16.16 million in the preceding corresponding period.


The lower operating turnover and profit after tax achieved was mainly due to lower revenue achieved, higher raw material prices and higher operating expenses including freight and energy prices as well as the currency appreciation of MYR against the US Dollar of approximately 5.7%. 
13.
Variation of results against last quarter


The Group achieved a Turnover of RM60.36 million and profit after tax of RM3.92 million in 3rd Quarter 2007 as compared to Turnover of RM46.74 million and Profit After Tax of RM2.44 million in 2nd Quarter 2007. 


The increase in operating revenue and profit after tax during the quarter was mainly due to the improved sales achieved, higher utilization rate and continuous internal process improvements undertaken given the difficult operating environment. 

14. 
Current Year Prospects

Given the scenario of continuous high crude oil, credit crunch and effects of the  sub prime credit issues will have a direct effect on the overall consumption that  will lead to a potential slow down in demand of Asian exports to USA market. However given the strong prospects of the Asian economy in particular China and India and the continuing globalization and increasing regional trades within the intra Asian and other regions will continue to spur the demand and consumption of the plastic packaging materials, particularly the stretch film and other ubiquitous polyethylene film and bags which are commonly used to improve the safety, protection, logistics and packaging integrity.  

The group strategic decisions to build a strong balance organization started by focusing on human competency development, internal process improvement and continue innovation and technology investment have enhanced the group capability, competency and capacity to offer competitive world class standard superior quality polyethylene products at much higher productivity.  In addition, the group discipline financial management will help the group continue to expand the business despite the current challenging business environment.  Baring any unforeseen circumstance, the group is optimistic to deliver consistent financial performance for the remaining financial year ending 2007.

 
.

15.
 Variance of actual profit from profit forecast
This note is inapplicable as the Group did not issue nor publish any profit forecast for the current financial quarter under review.

16.        Taxation

	
	3 Months Ended
	
	9 Months Ended

	
	30 Sep 2007
	
	30 Sep 2006
	
	30 Sep 2007
	
	30 Sep 2006

	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	

	Income tax
	400
	
	48
	
	590
	
	1,356

	Deferred tax
	220
	
	187
	
	580
	
	473

	
	620
	
	235
	
	1,170
	
	1,829

	Overprovision
	-
	
	-
	
	(62)
	
	-

	
	620
	
	235
	
	1,108
	
	1,829



The Group’s effective tax rates for the current quarter and cumulative year-to-date are lower than the statutory tax rate due to the availability of tax incentive to a subsidiary company.  

17.
Unquoted investments and/or properties


There were no purchases or disposal of unquoted investments and/or properties for the current financial quarter.

18.          Quoted investments


There were no purchases or disposal of quoted securities for the current financial quarter.

13.        Status on corporate proposals


There was no corporate proposal announced or not completed as at the date of this quarterly report. 

20.  
Group borrowings

	
	
	30-Sep-07
	
	31-Dec-06 

	
	
	 RM'000 
	
	RM'000

	Current
	
	
	
	

	
	Secured
	
	
	

	
	Term loans
	          1,463 
	
	1,536 

	
	
	
	
	

	Non-current
	
	
	
	

	
	Secured
	
	
	

	
	Term loans
	          2,270 
	
	3,525 

	
	
	          3,733 
	
	5,061 



The above borrowings are denominated in US Dollar.

21. 
Off balance sheet financial instruments


As at the date of this report, the Group had entered into the following forward foreign currency contracts to hedge its committed and anticipated sales or purchases in foreign currencies (FC) :-

	Foreign Currency
	Notional Contract Amount
	Maturity Date

	
	FC’000
	RM’000
	

	United States Dollar
	1,000
	3,374
	30/11/07 – 28/12/07



The Group entered into forward foreign currency contract to manage exposures to currency risk for receivables and payables denominated in foreign currencies. The contracted rates will be used to convert the foreign currency amounts into Ringgit Malaysia within the maturity period. The maturity period for each contract is dependent on the timing of the receipts or payments based on agreed terms with trade customers and suppliers.


The difference between the contracted rates and the spot rates are not recognized in the income statement on inception. Exchange gains or losses arising on contracts entered into as hedges of anticipated future transactions are deferred until the date of such transactions, at which time they are included in the measurement of such transactions. The rates quoted by the financial institution for the forward foreign currency contract will either be a premium or discount from the spot rates as dictated by the foreign currency market rates prevailing at the time the contract is made.    

22. 
Capital Commitments

	
	30 Sept 2007

RM’000
	31 Dec 2006

RM’000

	Approved and Contracted for : 

- Property, plant and equipments
	282
	1,583


23. 
Material litigation


There were no material litigation pending as at the date of this quarterly report. 

24. 
Dividend


There were no dividends declared for the financial period under review.

14.        Auditors’ Report on Preceding Annual Financial Statements


The audit report of the Group in respect of the annual financial statements for the year ended 31 December 2006 was not subject to any audit qualification.
26. 
Earnings per share

a) Basic earnings per share


The calculation of basic earnings per share is based on the net profit attributable to ordinary shareholders and weighted average number of shares outstanding as follows:- 

	3 months Ended
	9 months Ended

	30-Sep-07
	30-Sep-06
	30-Sep-07
	30-Sep-06

	Net Profit for the period
	(RM’000)
	3,915
	5,094
	7,757
	16,158

	Weight average number of ordinary shares in issue
	(‘000)
	120,080
	120,000
	120,080
	120,000

	Basic earning per share
	(sen)
	3.26
	4.24
	6.46
	13.46


By Order of the Board

Company Secretary

DATED:  19 November, 2007
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