KUMPULAN H&L HIGH-TECH BERHAD

Part A-Explanatory Notes Pursuant to FRS 134
For the quarter ended 31 January 2010
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 unaudited interim financial statements have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and Chapter 9, Part K 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 2009.   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 2009.
A2. 
Change in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 October 2009. 
A3.
Preceding Annual Financial Statement 

The auditors’ report of the company’s preceding annual financial statements for the financial year ended 31 October 2009 was not qualified.

A4.
Seasonal or Cyclical of Operation

The Group’s business operations were not affected by any seasonal or cyclical factors.
A5.
Materiality

There were no material changes 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. 
A6.
Changes in Estimates Amounts

There were no changes in the nature and amount of changes in estimates of amounts reported in the immediate preceding quarter or changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter.

A7.
Issuance, Cancellation, Repurchase, Resale and Repayment of Debts and Equities

There were no shares issued, shares cancellation, resale of treasury shares and repayments of debts and equity securities during the current quarter.
On 28 March 2007, approval has been obtained from the shareholders for the Company to buy-back its own shares. The authority granted by the shareholders was subsequently renewed in the recent Annual General Meeting held on 28 April 2009. The Directors of the Company are committed to enhancing the value of the Company to its shareholders and believe that the share buy-back scheme can be applied in the best interest of the Company and its shareholders.
No ordinary shares were repurchased during the quarter under review.  Since the inception of the scheme, a total of 2,963,560 ordinary shares (after a share dividend distributed in May 2009) were repurchased from the open market for a total consideration of RM2,484,860 at an average price of RM0.84 per share and held as treasury shares in accordance with Section 67A of the Companies Act, 1965. The share buy-back transactions were wholly financed by internally generated fund. 
A8.
Dividends Paid

No dividends were paid during the quarter under review.

A9.
Business Segmental Reporting


The Group is organised into three main business segments namely manufacturing and trading, property investment and investment holding.
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Manufacturing 

& Trading

Property 

Investment

Investment 

Holding

Elimination Total

Revenue

RM RM RM RM RM

External 4,590              381             -              4,971        

Intersegment 180                 -              -              (180)           -             

4,770              381             -              (180)           4,971        

Results

Segment results (81)                  278             (14)              183            

Finance cost (1)                    (33)              (34)             

Profit before taxation (82)                  245             (14)              -              149            

Taxation (44)             

Profit after taxation

105         

Attributable to :-

Equity holders of the company

115            

Minority interest (10)             

105         


A10.
Valuation of Property, Plant & Equipment

No revaluation of property, plant and equipment was carried out during the current quarter. Property, plant and equipment were stated at cost or valuation less accumulated depreciation and impairment losses.   
A11.
Material Events
There were no material events subsequent to the end of the interim period that have not been reflected in the financial statement for the interim period.

A12.
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.

A13.
Changes in Contingent Liabilities or Contingent Assets

Save as disclosed below, the Company is not aware of any contingent liabilities or contingent assets as at 31 January 2010:-
Contingent liabilities for corporate guarantee given by the Company to financial institutions for credit facilities granted to subsidiary companies.
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Total contingent liabilities 2,393


BURSA MALAYSIA SECURITIES BERHAD 
Chapter 9 of the Listing Requirement
Part A of Appendix 9B
B1.
Performance Review
For the first quarter ended 31 January 2010, the Group recorded a pretax profit of RM0.149 million compared to a loss of RM0.610 million incurred in the previous corresponding quarter. The turnaround improvement was attributed to sales increased by 28.2% of RM1.094 million together with gross profit margin improved to 22.8% from 11.9%.
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B2.
Material Change in the Profit Before Taxation As Compared with Immediate Preceding  


Quarter.

The Group’s pretax profit for the first quarter was lowered by 82.3% to RM0.149 million from a pretax profit of RM0.841 million achieved in the immediate preceding quarter. The decline in profitability was caused by sales dropped by 22.4%, gross profit margin lowered by 41.4% and other income decreased by 55.8% or RM0.234 million notwithstanding operation expenses decreased by 22.5% or RM0.340 million.
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B3.
Current Year’s Prospect

Barring any unforeseen circumstances, the Directors are optimistic of better performance of the group for the next quarter and forthcoming financial year.

B4.
Variance of Actual Profit from Forecast Profit

There were no profit forecast and profit guarantee issued by the Company for the quarter under review.
B5.
Taxation


[image: image5.emf]Current 

Quarter

RM '000

Current Year  44.0       

Prior Year  -         

Deferred Taxation -         

44.0       

Effective tax rate 29.5%


The effective tax rate for first quarter of the financial year was higher than the statutory tax rate of 25% mainly due to the unavailability of group relief losses incurred by certain subsidiaries and disallowing certain expenses for tax purposes.
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.
B7.
Purchase or Disposal of Quoted Securities


They were no purchases or disposals of quoted securities during the quarter under review.

B8.
Status of Corporate Proposals

There was no corporate proposal announced but not completed as at 31 January 2010.
B9.
Group Borrowings and Debt Securities


[image: image6.emf]As at 31-Jan-2010

RM '000

Repayable within the 12 months

Bank overdraft - unsecured -              

Hire purchase - secured 104             

Term loan - secured 704             

808             

Repayable after 12 months

Hire purchase - secured 53               

Term loan - secured 1,243           

1,296           

Total 2,104           

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


There was no debt securities issued as at 31 January 2010.
B10.
Off Balance Sheet Financial Instruments

In the ordinary course of business, the Group has entered into some hedging contracts made up to a date not earlier than seven (7) days from the date of issue of this quarterly report.

B11.
Material Litigation
There was no material litigation pending as at the date of this report.
B12.
Dividends
The Board of Directors has proposed a First and Final Tax Exempt dividend of 1.0 sen per ordinary share of RM1.00 each fully paid up in respect of the financial year ended 31 October 2009. The proposed dividend is subject to the approval of the shareholders at the forthcoming annual general meeting. The book closure and payment dates will be on 6 May 2010 and 20 May 2010 respectively. 
B13.
Earnings per share 

a. Basic 
The calculation of the basic earnings per share is based on the Group's net profit attributable to the equity holders divided by the weighted average number of ordinary shares of RM1.00 each in issue during the year excluding the weighted average treasury shares held by the Company.
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Net profit attributable to equity holders

of the Company (RM '000) 115               

Weighted average number of

ordinary shares ( '000) 37,649           

Basic earnings per share (sen) 0.31              


b. Diluted 
Not applicable

BY ORDER OF THE BOARD


Ng Bee Lian


Company Secretary


Kuala Lumpur
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		Segment Reporting for the quarter ended 31 January 2010

				Manufacturing & Trading		Property Investment		Investment Holding		Elimination		Total

		Revenue		RM		RM		RM		RM		RM

		External		4,590		381		- 0				4,971

		Intersegment		180		- 0		- 0		(180)		- 0

				4,770		381		- 0		(180)		4,971

		Results

		Segment results		(81)		278		(14)				183

		Finance cost		(1)		(33)						(34)

		Profit before taxation		(82)		245		(14)		- 0		149

		Taxation										(44)

		Profit after taxation										105

		Attributable to :-

		Equity holders of the company										115

		Minority interest										(10)

												105
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				Current Quarter		Cumulative Quarter

				RM '000		RM '000

		Current Year		44.0		- 0

		Prior Year		- 0		- 0

		Deferred Taxation		- 0		- 0

				44.0		- 0

		Effective tax rate		29.5%		0%

		Pre-tax profits		149
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				Individual Quarter								Cumulative Quarter

		Financial year		2010		2009		Changes				2010		2009		Changes

		Quarter Ended		31-Jan-10		31-Jan-09

				RM '000		RM '000		RM '000		%		RM '000		RM '000		RM '000		%

		Turnover		4,971		3,877		1,094		28.2%		4,971		3,877		1,094		28.2%

		Pre-tax profit / (loss)		149		(610)		759		n/a				(610)		610		-100.0%
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								Current Quarter		Cumulative Quarter

		Net profit attributable to equity holders

		of the Company (RM '000)						115		115

		Weighted average number of

		ordinary shares ( '000)						37,649		37,649

		Basic earnings per share (sen)						0.31		0.31
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				As at		31/Jan/2010

						RM '000

		Repayable within the 12 months

		Bank overdraft - unsecured				- 0

		Hire purchase - secured				104

		Term loan - secured				704

						808

		Repayable after 12 months

		Hire purchase - secured				53

		Term loan - secured				1,243

						1,296

		Total				2,104
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						Current Quarter		Immediate Preceding Quarter		Changes		Changes

						RM '000		RM '000		RM '000		%

		Turnover				4,971		6,410		(1,439)		-22.4%

		Pre-tax profit				149		841		(692)		-82.3%
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				RM '000

		Total contingent liabilities		2,393

		Term Loan		1,947

		BG - Eon Bank USD130k		445.835		3.4295






