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	HALEX HOLDINGS BERHAD (206220-U)

(Incorporated in Malaysia under the Companies Act, 1965)

	
	
	


Interim Report for the 12-month Financial Period Ended 30 September 2009

A. EXPLANATORY NOTES PURSUANT TO THE FINANCIAL REPORTING STANDARD (“FRS”) 134, INTERIM FINANCIAL REPORTING

1. Basis of Preparation

This interim financial report is unaudited and has been prepared in accordance with FRS 134, Interim Financial Reporting and Paragraph 9.22 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”). This interim financial report should be read in conjunction with the audited financial statements for the financial year ended 30 September 2008. 
These explanatory notes attached to the interim financial report provide an explanation of events and transactions that are significant to an understanding of the change in the financial position and performance of Halex Holdings Berhad (“Halex” or the “Company”) and its subsidiaries (the “Group”) since the financial year ended 30 September 2008.
The significant accounting policies and methods of computation adopted in this unaudited interim financial report are consistent with those adopted in the Group’s audited financial statements for the financial year ended 30 September 2008.

2. Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report for the Company’s preceding annual audited financial statements for the financial year ended 30 September 2008 was not subject to any qualification.

3. Seasonal or Cyclical Factors

The Group’s business operations were not significantly affected by any major seasonal or cyclical factors.

4. Unusual Items

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

5. Material Changes in Estimates

There were no material changes in estimates of amount reported that have a material effect on the current quarter under review and financial year to-date.
6. Details of Changes in Debts and Equity Securities

Save as disclosed below, there were no issuance, cancellation, repurchase, resale or repayment of debt and/or equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter under review and financial year to-date:
	Date of

allotment
	Number

of shares
	Par value

(RM)
	Consideration
	Total

(RM)

	 
	
	
	
	

	23.01.2009
	-
	0.50
	Share split
	12,280,000

	30.01.2009
	45,440,000
	0.50
	Bonus issue on the basis of approximately two (2) bonus shares for every one (1) existing share held
	35,000,000

	08.09.2009
	10,000,000
	0.50
	Issued pursuant to the Public Issue as set out in Note B8 below
	40,000,000


7. Dividend

A first and final single tier dividend of 6% on 12,280,000 ordinary shares of RM1.00 each, amounting to RM736,800 in respect of the financial year ended 30 September 2008 was paid on 10 June 2009.
The Directors propose a first and final single tier dividend of 6% in respect of the current financial year.
8. Segmental Reporting
	
	12-month ended 30 September 2009

	
	Investment holding
	Agro-chemical
	Healthcare Disposables
	Horticulture
and Agro-biotechnologies
	Eliminations
	Consolidated

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

	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	

	
	
	
	
	
	
	

	External sales
	- 
	47,886
	34,014
	            6,677
	-
	    88,577

	Dividend income
	23,281
	-
	-
	-
	(23,281)
	-

	Inter-segment sales
	-
	    11,445
	         57                  
	35
	(11,537)
	-

	
	
	
	
	
	
	

	Total
	23,281
	59,331
	  34,071
	6,712
	(34,818)
	88,577

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	
	
	
	
	
	
	

	Segment results
	23,231
	7,161
	2,356
	757
	(25,324)
	8,181

	Finance costs
	-
	(148)
	      (266)
	*
	-
	(414)

	Finance income
	-
	10
	21
	1
	-
	32

	
	
	
	
	
	
	

	Profit before taxation
	23,231
	7,023
	    2,111
	758
	(25,324)
	7,799

	
	
	
	
	
	
	

	Taxation
	
	
	
	
	
	(1,722)

	
	
	
	
	
	
	

	Profit after taxation
	
	
	
	
	
	6,077


8.
Segmental Reporting (cont’d)

	
	12-month ended 30 September 2009

	
	Investment holding
	Agro-chemical
	Healthcare Disposables
	Horticulture
and Agro-biotechnologies
	Eliminations
	Consolidated

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

	
	
	
	
	
	
	

	Attributable to equity holders of the Company
	
	6,077

	
	
	
	
	
	
	

	Other information
	
	
	
	
	
	

	
	
	
	
	
	
	

	Segment assets
	7,315
	22,611
	58,932
	8,856
	-
	97,714

	
	
	
	
	
	
	

	Segment liabilities
	113
	6,848
	13,357
	483
	-
	20,801


	
	
	
	
	
	
	

	Capital expenditure
	-
	82
	2,562
	391
	-
	3,035

	
	
	
	
	
	
	

	Amortisation and depreciation
	-
	200
	1,060
	273
	-
	1,533



Note:


*
Less than RM1,000


Geographical Segments for Revenue 
	
	Current Year Quarter 30/09/2009
	
	Current Year to-Date 
30/09/2009

	
	RM’000
	
	RM’000

	
	
	
	

	Local
	18,082
	
	67,037

	Export
	5,260
	
	21,540

	
	
	
	

	Total
	23,342
	
	88,577


9.  Valuation of Property, Plant and Equipment

The values of property, plant and equipment have been brought forward without amendment from the Company’s previous annual audited financial statements for the financial year ended 30 September 2008. 

The Group did not carry out any valuation on its property, plant and equipment during the current quarter under review and financial year to-date.

10. Changes in the Composition of the Group

There were no changes in the composition of the Group during the current quarter under review and financial year to-date.

11. Contingent Liabilities 

There were no changes in contingent liabilities since the last annual balance sheet as at 30 September 2008, except as follows: 
	
	Company

	
	As At 30/09/2009
	
	As At 30/09/2008

	
	RM’000
	
	RM’000

	
	
	
	

	Guarantees given to financial institutions for facilities granted to subsidiaries
	31,850
	
	19,500


12. Capital Commitments

There were no material capital commitments entered into and not provided for by the Group during the current quarter under review.

13. Material Events Subsequent to the End of the Interim Reporting Period
Save as disclosed under Note B8 below, there were no material events occurring between the end of the reporting period and the date of issuance of this quarterly report which will substantially affect the results of the Group.

B. ADDITIONAL INFORMATION REQUIRED PURSUANT TO THE MAIN MARKET LISTING REQUIREMENTS OF BURSA SECURITIES
1. Review of Performance

For the current quarter under review, the Group registered revenue and profit before taxation (“PBT”) of approximately RM23.34 million and RM1.73 million respectively, representing a decrease of 4.77% and 24.12% respectively as compared to the same quarter in the preceding financial year. On a year to-date basis, the Group’s revenue decreased by approximately 12.21% to approximately RM88.58 million and PBT decreased by approximately 25.89% to RM7.80 million as compared to the preceding year to-date. 

The decrease in revenue was mainly due to lower demand for the Group’s agrochemicals as a result of sharp declines in commodities prices during the first quarter of 2009, as well as lower selling prices for the Group’s agrochemicals as a result of sharp declines in raw material prices. 

However, there was an increase in the sales of the Group’s horticulture products compared to the preceding year to-date, mainly due to the exports to Japan as the Yen strengthened against the Malaysian Ringgit. This also explained the improvement of the Group’s gross profit margin recorded for the current quarter under review and financial year to-date, as compared to the preceding quarter and year to-date.
The Group’s tissue culture revenue also improved as its tissue culture production has since June 2008, partially recovered from the disruption during and after the shifting of its tissue culture operations to its new tissue culture facility at its Ban Foo nursery in November 2007.

During the twelve (12)-month financial period ended 30 September 2009, the Group recorded marginally lower revenue for its healthcare disposable products. While its revenue generated from its tissue paper products improved significantly, the Group recorded lower revenue for its wet wipes and cotton products for the twelve (12)-month financial period ended 30 September 2009. This was mainly explained by the global economic slowdown, as consumers have less and uncertain disposable income to spend, and hence, are spending on more essential items only. 

On the back of lower turnover vis-à-vis fixed administrative and selling expenses, the Group recorded a lower PBT of approximately RM7.8 million for the twelve (12)-month financial period ended 30 September 2009.

2. Material Changes in the Profit Before Taxation for the Current Quarter as Compared with the Immediate Preceding Quarter

For the current quarter under review, the Group recorded revenue of approximately RM23.34 million compared to approximately RM26.12 million in the immediate preceding quarter, representing a decrease of 10.64%, due to lower sales for the Group’s products.
Despite the lower turnover for the Group’s Agrochemical products, profits and profit margins improved on continued stability in commodities prices, especially palm oil, and raw materials prices. However, our healthcare disposable and horticulture products revenue and profit margins suffered declines due to the slow economic recovery. The Group achieved a PBT of approximately RM1.73 million during the current quarter under review, which was approximately RM1.32 million or 43.27% lower than what was achieved in the immediate preceding quarter. 

3. Prospects

The global economic slowdown which is affecting Malaysia has shown signs of stabilising but will continue to make the new financial year a challenging period for business corporations. As such, the Group will be prudent in implementing its business strategy to ensure the long-term sustainability of the Group’s performance.

Nevertheless, and barring any unforeseen circumstances, the Group is confident of achieving an acceptable performance for the financial year ending 30 September 2010.

4. Profit Forecast and Profit Guarantee

The Group has not provided any profit forecast or profit guarantee in any public document.

5. Taxation

The taxation figures are as follows:

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current Year Quarter 30/09/2009
	Preceding Year Quarter 30/09/2008
	
	Current 
Year to-Date 30/09/2009
	Preceding Year to-Date 30/09/2008

	
	RM/000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Current taxation
	495
	454
	
	1,722
	1,915

	
	
	
	
	
	


The effective tax rate of the Group for the current quarter under review is higher than the statutory tax rate of 25% due to provisions for deferred tax. The effective tax rates for the financial year to-date were however lower than the statutory tax rates of 25% due to sufficient unutilised capital allowances, reinvestment allowances and certain expenses being allowable for double deduction.

6. Sales of Unquoted Investments and/or Properties

There were no sales of unquoted investments and/or properties for the current quarter under review and financial year to-date.

7. Quoted Securities

(a) Purchases and disposals of quoted securities:

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current Year Quarter 30/09/2009
	Preceding Year Quarter 30/09/2008
	
	Current 
Year to-Date 30/09/2009
	Preceding Year to-Date 30/09/2008

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Total purchases 
	-
	-
	
	2
	-

	
	
	
	
	
	

	Total disposals
	
	
	
	
	

	Disposals consideration
	-
	-
	
	-
	61

	Cost
	-
	-
	
	-
	(79)

	Loss on disposals
	-
	-
	
	-
	(18)


(b) Investments in quoted securities:
	
	Group

	
	As At 30/09/2009
	
	As At 30/09/2008

	
	RM’000
	
	RM’000

	
	
	
	

	At cost
	148
	
	146

	Less: Accumulated impairment loses
	(60)
	
	(66)

	
	
	
	

	
	88
	
	80

	
	
	
	

	At market value
	88
	
	80


8. Status of Corporate Proposal

On 19 August 2009, the Company launched its prospectus for the initial public offering in conjunction with the Company’s listing on the Main Market of Bursa Securities at an issue/ offer price of RM0.78 per share, comprising: 

(a) Public issue of 10,000,000 new ordinary shares of RM0.50 each (“Public Issue”) allocated in the following manner: 

· 2,000,000 shares made available for application by eligible employees;
· 2,000,000 shares made available for application by way of placement to identified investors; and

· 6,000,000 shares made available for application by the Malaysian public
(b)
Offer for sale of up to 10,000,000 existing shares made available for application by way of placement to Bumiputera investors approved by the Ministry of International Trade and Industry (“Offer for Sale”).

In conjunction with the Public Issue and Offer for Sale, the Company’s entire enlarged issued and paid-up share capital comprising 80,000,000 ordinary shares of RM0.50 each was listed on 16 September 2009 on the Main Market of Bursa Securities.
The Company has received proceeds of RM7.80 million from the public issue of 10,000,000 shares, and the proceeds will be utilised in the following manner:
	
	RM’000

	
	

	Extension/expansion works on factory building and operations
	2,000

	Nursery land and development cost


	1,100

	Capital and research and development expenditures
	1,500

	Repayment of bank borrowings
	1,200

	Working capital
	450

	Estimated listing expenses


	1,550

	
	

	Total
	7,800


9. Borrowings

The Group’s borrowings as at 30 September 2009 are as follows: 

	
	Secured

	
	RM’000

	
	

	Short-term borrowings
	 

	Bankers acceptances
	5,004

	Bank overdrafts
	480

	Term loans
	1,231

	 
	 

	 
	6,715

	
	

	Long-term borrowings
	 

	Term loans
	7,195

	
	

	Total
	13,910


       There were no unsecured debt during the current quarter and financial year to-date.

The Group does not have any foreign borrowing or debt securities as at the date of this 
interim report.

10. Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of this interim report.

11. Material Litigation

There were no material litigations involving the Group as at the date of this interim report.

12. Earnings Per Share

(a) Basic 

The basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company for the period by the weighted average number of ordinary shares in issue during the financial period under review.

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current Year Quarter 30/09/2009
	Preceding Year Quarter 30/09/2008
	
	Current 
Year to-Date 30/09/2009
	Preceding Year to-Date 30/09/2008

	
	
	
	
	
	

	Profit attributable to equity holders of the Company (RM’000)
	1,238
	1,830
	
	6,077
	8,609

	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	72,500
	12,280
	
	51,539
	12,280

	
	
	
	
	
	

	Basic earnings per share (sen)
	1.71
	14.90
	
	11.79
	70.10


(b) Diluted


The Company does not have any convertible share or convertible financial instruments for the current quarter under review and financial year to-date.

By Order of the Board,

Laang Jhe How
Company Secretary

Selangor Darul Ehsan

30 November 2009
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