KUMPULAN H&L HIGH-TECH BERHAD

Part A-Explanatory Notes Pursuant to FRS 134
For the Quarter ended 31 July 2006 (These figures have not been audited)
A1.
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. 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 October 2005.   These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 October 2005.

A2. 
Change in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006:

FRS 2 

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101

Presentation of Financial Statements

FRS 102

Inventories

FRS 108

Accounting Policies, Changes in Estimates and Errors

FRS 110

Events after the Balance Sheet Date

FRS 116 
Property, Plant and Equipment

FRS 121

The Effects of Changes in Foreign Exchange Rates

FRS 127

Consolidated and Separate Financial Statements

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
In addition to the above, the Group has also taken the option of early adoption of the following new FRS for the financial period beginning 1 November 2005:

FRS 117

Leases


The adoption of FRS 2, 3, 5, 102, 110, 121, 127, 128, 131, 132 and 133 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are as discussed below: 
(a) 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 recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.


(b)   FRS 121: The Effects of Changes In Foreign Exchange Rates

Items included in the financial statements of each of the Group’s entities are measured using   the currency of the primary economic environment in which the entity operated (the “functional currency”). The consolidation financial statements are presented in Ringgit Malaysia, which is the Company’s functional and presentation currency.

Under the revised FRS 121, exchange differences arising on a monetary item that forms part of a reporting entity’s net investment in a foreign operation, where that monetary item is denominated in a currency other than the functional currency of either the reporting entity or the foreign operation, are to be recognized in profit or loss in the consolidated financial statements. Previously, such exchange differences were taken to equity. This change in accounting policy has been accounted for retrospectively and has resulted in the following :







As at


As at







1.11.2005

1.11.2004







RM’000


RM’000

Increased in retained earnings


     32


     15

Decreased in foreign exchange reserve

    (32)


    (15)






3 months ended

9 months ended      


  


         31.07.06
31.07.05
        31.07.06         31.07.05 





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

Increased / (decreased) in profit 

for  the period

                (6)             (129)             106                    0

 (c) FRS 117: Lease

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 up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. A lease of the land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land  element and the building element of the lease at the inception of the lease. Prior to 1 January 2006, leasehold land was classified as property, plant & equipment and was stated at valuation less accumulated depreciation and impairment losses. The leasehold land was last revalued in 2002. 
Upon the adoption of the revised FRS 117 on 1 January 2006, the unamortised revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed in note A3, certain comparative amounts as at 30July 2005 have been restated.
 (d)   FRS 140: Investment Property

The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Properties that qualify to be classified as Investment Property would have to be reclassified out from Property, Plant and Equipment and taken into Investment Property. The Group has adopted the cost model for Investment Property. As such, FRS 108 is applicable and hence comparative information has been restated. 
A3.
Comparative


[image: image1.emf] Previously 

stated 

 FRS117   F140   Restated 

RM'000 Note A2(b) Note A2(d) RM'000

As at 31 Oct 2005 defered

Fixed Assets (PPE) 38,727         (2,112)         (15,909)       20,706        

Investment Property  -              15,909         15,909        

Prepaid lease payments -              2,112           2,112          

<--Adjustments-->


A4.
Audit Report Qualified

The audit report of the company’s preceding annual financial statements for the year ended 31 Oct 2005 was not qualified.

A5.
Seasonal or Cyclical of Operation

The Group’s business operations were not affected by any seasonal or cyclical factors
A6.
Materiality

There were no material change to the nature and amount of items affecting assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size or incidence for the current quarter and or financial year to-date.

A7.
Changes in Estimates Amounts

There were no changes in the nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.

A8.
Issuance, Cancellation, Repurchase, Resale and Repayment of Debts and Equities

There were no shares issued for the current quarter and for the financial year to-date. There were no shares cancellation, share repurchases, resale of treasury shares and repayments of debts and equity securities for the current quarter and financial year to date.

A9.
Dividends Paid

No interim dividend was paid for the current quarter under review. 
A10.
Business Segmental Reporting


No business segment information has been presented as the Group is principally engaged in the mould and dies industry and operates predominantly in Malaysia.

A11.
Revaluation of Property, Plant & Equipment

The revaluation policy on landed properties, plant & equipment is as disclosed in the financial statements for the year ended 31 Oct 2005.  No revaluation of property, plant and equipment was carried out during the current quarter and financial year to date.
A12.
Material Events
There were no material events subsequent to the end of the current period that have not been reflected in the financial statement for the current quarter and financial year to date.

A13.
Changes in Composition

There were no changes to the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

A14
Changes in Contingent Liabilities or Contingent Assets

The company has no contingent liability or contingent assets as at date of this report.

BMSB Revised Listing Requirement

B1.
Review of the Performance of the Current Quarter and Financial Year to Date
For the nine months to 31 July 2006, the Group achieved a pretax profit of RM1.114 million against a pretax loss of RM0.946 million recorded in the previous corresponding period. The improvement which was attributed to sales increased by 23% resulted in gross profit margin improved from 15% to 23%  compared with previous year corresponding period. 
B2.
Material Change in the Profit Before Taxation As Compared with immediate Preceding  


Quarter.

The Group had recorded a pretax profit of RM0.634 million in the current quarter against a pretax profit of RM0.490 million recorded in the immediate preceding quarter. The improvement which was attributed to gross profit margin improved from 23% to 25%. Other favorable factors were other income increased by 2%.
B3.
Current Year’s Prospect

Given the prevailing economic condition, and barring any unforeseen circumstances, the Directors anticipate the Group’s performance for the next quarter and financial year to be maintainable at its present level of operation.
B4.
Variance of Actual Profit from Forecast Profit

There were no profits forecast and profit guarantee issued for the financial period under review.

B5.
Taxation

Third Quarter
      Cumulative 

                                                    

Current Year              Current Year

31.07.2006
     31.07.2006



(RM’000)                    (RM’000)

Provision for the year

                      100

            560
         
              


Under / (Over) Provision in Prior Year

           -              
            165


Deferred taxation



          -

              -        



Effective Tax Rate


        18%
            44%

The Effective tax rate for the current quarter is lower than the statutory income tax rate due to adjustment for over provision in last two quarters, but the effective tax rate for the financial year to date is higher than the statutory income tax rate mainly due to certain expenses, which are not allowable for taxation purpose and certain subsidiaries making loss.
B6.
Sales of unquoted Investments and/or Properties

There were no sales of unquoted investments and/or properties for the current quarter and financial year to date except for the following  :
Third Quarter
      Cumulative 

                                                    

Current Year              Current Year

31.07.2006
     31.07.2006



(RM’000)                    (RM’000)


Total Disposal



305

       305
B7.
Purchase or Disposal of Quoted Securities

Total Purchases or Disposal of Quoted Securities for the current quarter and financial year to date are as follows: - 
                               




Third Quarter
    Cumulative

Current Year
    Current year 








31.07.2006
    31.07.2006
(RM’ 000)                (RM’ 000)

a.
Total Purchases


              0 
               0
Total Disposals


              0 
               0
Total Profit/ Loss on Disposal       
              0                            0
b.        
Total Investments at cost

           414



           
Total Investments at carrying value/              

book value         


           156
              Total Investment at Market value at 

end of reporting period.                               163
B8.
Status of Corporate Proposals

There is no corporate proposal announced but not completed as at 31 July 2006.
There were no proceeds raised from any corporate proposal as at 31 July 2006.
B9.
Group Borrowings and Debt Securities

               
                                                         Current Year to Date
                                           

                             31.07.2006
(RM’000)


Repayable within the 12 months


Bank overdraft - unsecured 

    0



Hire purchase-secured


    317


Term Loan-secured


    597
Repayable after the 12 months                
    

Bank overdraft – unsecured

       -

Hire Purchase-secured


    356
Term Loan-secured


 3,457 


The bank overdraft if utilised will be unsecured and denominated in local currency.


There was no debt securities issued as at 31 July 2006.
B10.
Off Balance Sheet Financial Instruments

The Group and Company have not entered into any contracts involving Off Balance Sheet financial instruments made up to a date not earlier than seven (7) days from the date of issue of this quarterly report.

B11.
Changes in Material Litigation
The Group is not engaged in any material litigation (including status of any pending material litigation) since the last annual balance sheet, made up to a date not earlier than seven (7) days from the date of issue of this quarterly report other than in the normal course of business

B12.
Dividend

No interim dividend was paid for the current quarter under review. 
B13.
Basic Earnings per share 

Basic earnings per share

The calculation of basic earning per share for the current quarter and year to-date is based on the net profit
 attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding during the quarter and year to-date calculated as follows:





Current quarter
 Year to-date





    

RM’000

RM’000
Basic earnings per share (sen) =


1.21 
      
1.03


Net profit / (loss) attributable to ordinary 

Shareholders of the parent
         =


492

420


              Weighted average number of ordinary shares

Current quarter
 Year to-date






    RM’000

RM’000    


       
Balance b/forward



40,612

40,612


Weighted average 



no of addition shares


                            0
         0

Balance c/forward


 
40,612,

 40,612
Diluted earnings per share

The calculation of diluted earnings per share for the quarter and year to date is based on the net profit attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding during the quarter and year to date calculated as follows:

Current quarter
 Year to-date

                                                                                         RM’000

RM’000    
Diluted earnings per share (sen)


1.21 
      
1.03


Net profit / (loss) attributable to ordinary 

Shareholders (diluted)
      =


492

420

Weighted average number of ordinary shares (diluted)


Balance b/forward



 40,612
  
40,612


Weighted average 



Effect of ESOS



        
           0                           0

Balance c/forward



 40,612
  
40,612
BY ORDER OF THE BOARD


Ng Bee Lian


Company Secretary


Kuala Lumpur
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						<--Adjustments-->

				Previously stated		FRS117		FRS121		F140		Restated

				RM'000		Note A2(b)		Note A2( c)		Note A2(d)		RM'000

		As at 31 Oct 2005				defered

		Fixed Assets (PPE)		38,727		(2,112)				(15,909)		20,706

		Investment Property		- 0						15,909		15,909

		Prepaid lease payments		- 0		2,112						2,112






