ANALABS RESOURCES BERHAD

(Company No: 468971-A)

(Incorporated in Malaysia)
NOTES TO THE INTERIM FINANCIAL REPORT 

(I) Compliance with Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting

(a) Accounting Policies and Methods of Computation

The interim financial report is unaudited and has been prepared in accordance with Financial Reporting Standard (“FRS”) 134: “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”) Listing Requirements.

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 April 2006.  The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual audited financial statements for the financial year ended 30 April 2006 except for the accounting policy changes from the adoption of the new/revised FRSs that are effective for financial period beginning on or after 1 January 2006. Details of these changes in accounting policies are set out below.

The Malaysian Accounting Standards Board (“MASB”) issued a total of 21 new/revised FRSs, of which 18 are applicable to financial statements for annual periods beginning on or after 1 January 2006.

In the current period, the Group adopted the following new/revised FRSs below, which are relevant to its operations. The 2006 comparatives have been restated as required, in accordance with the relevant requirements.

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

The adoption of the above new/revised FRSs did not result in substantial changes to the Group’s accounting policies other than the effects of the following FRSs:

FRS 2

Share-based Payment

FRS 101

Presentation of Financial Statements

FRS 3 & 136
Business Combinations / Impairment of Assets

The principal effects of the changes in accounting policies resulting from the adoption of the above FRSs by the Group are as discussed below:
i)
FRS 2: Share-based Payment
FRS 2 requires an equity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets or equity instruments of the equity.

The Company has Executives’ Share Option Scheme (“ESOS’) whereby share options are granted to eligible Executive Directors, Non-Executive Directors and Executives.

Prior to 1 July 2006, no compensation cost was recognized in the income statement when the share options are granted. Share capital and premium account are increased when the proceeds are received from the share options exercised by the employees in that financial period. Under the transitional provisions set out in paragraph 53 of FRS 2 this standard must be applied to share options that were granted after 31 December 2004 and had not yet vested on 1 January 2006. The adoption of this standard has not resulted in any retrospective impact to the Group as there were no new share options being granted by the Company after 31 December 2004 which remain unvested on 1 January 2006.
ii)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interests, share of results in associates, biological assets 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 where it 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 Company and to minority interests.

iii) FRS 3 : Business Combinations and FRS 136 : Impairment of Assets
With effect from 1 May 2006, in accordance with FRS 3 & FRS 136, the Group no longer amortises goodwill.  Goodwill is tested annually for impairment, as well as when there are indications of impairment and including in the year of its initial recognition.  Impairment losses are recognized when the carrying amount of the cash generating unit to which the goodwill has been allocated exceeds its recoverable amount.

As FRS 3 has been applied prospectively, there has been no restatement of comparative amounts with the cumulative amount of amortization as of 1 May 2006 has been offset against the cost of the goodwill and no amortization charge for goodwill has been recognized in the income statement for the nine months ended 31 January 2007.   
The adoption of FRS 3 has resulted in a change in the accounting policy relating to negative goodwill. Previously, negative goodwill, which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition, was amortised through the Income Statement on a straight-line basis over a maximum of 10 years from the date of acquisition. With effect from 1 May 2006 and in accordance with FRS 3, if the fair value of the net assets acquired in a business combination exceeds the consideration paid (i.e. an amount arises which would have been known as negative goodwill under the previous accounting policy), the excess is recognised immediately in the Income Statement as it arises. In accordance with the transitional provisions under FRS 3, the negative goodwill as at 1 May 2006 of RM375,969 was reversed with a corresponding increase in retained earnings. 

i) The effect to the Group’s comparative figures on adoption of the above FRSs  are as follows:-
	Impact on the opening balances
	As previously stated

RM’000
	Effects on adoption of FRSs

RM’000
	As restated

RM’000

	Effect on:
	                                                              
	
	

	Reserves

Negative goodwill

	28,270
376
	376
        (376)
	28,646
-


(b) Disclosure of Audit Report Qualification and Status of Matters Raised
There was no qualification in the audited financial statements for the financial year ended 30 April 2006.
(c) Seasonal or Cyclical Factors

The business and operations of the Group were not significantly affected by any seasonal factors.

(d) Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no items affecting assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size or incidence for the financial period under review. 

(e) Material Changes in Estimates

There was no material changes in accounting estimates used in the preparation of the financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year.

(f) Debts and Equity Securities

At the General Meeting of the Company which was held on 31 October 2006, the shareholders of the Company approved the resolution pertaining to the share buy back renewal for purchase of the Company’s own share shares up to 10% of its issued and paid up share capital in accordance with Section 67A of the Companies Act, 1965 and Chapter 12 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The Company repurchased additional 10,000 units of its issued share capital from the open market during current financial quarter ended 31 January 2007.  The average price paid for the shares repurchased was RM0.75 per unit.  The repurchase transactions were financed by internally generated funds.  The shares repurchased are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act 1965.  

Other than the above, there were no issuance or repayment of debts and equity securities, share buy-back, share cancellation, shares held as treasury shares, employment share option scheme and resale of treasury shares for the current financial period.

Of the total 60,024,000 issued and fully paid ordinary shares, 410,000 shares are being held as treasury shares by the Company as at 31 January 2007.

(g) Dividend paid

There was no dividend paid during the current financial quarter ended 31 January 2007.  

(h) Segment Information

	
	
	Individual Quarter
	Cumulative Quarter

	
	
	Current Year Quarter 31/1/2007
	Preceding Year Corresponding Quarter 31/1/2006
	Current Year To Date 31/1/2007
	Preceding Year Corresponding Period 31/1/2006

	
	
	RM’000
	RM'000
	RM'000
	RM'000

	
	Segment Revenue
	
	
	
	

	
	Formulation and repackaging of chemicals
	4,159
	4,896
	12,567
	12,563

	
	Recovery and sales of recycle products
	5,134
	5,015
	16,896
	16,676

	
	Aqua-culture 
	1,315
	1,026
	3,055
	2,131

	
	Others
	-
	(817)
	-
	662

	
	
	10,608
	10,120
	32,518
	32,032

	
	Inter-segment elimination
	(1,570)
	(1,511)
	(5,101)
	(6,191)

	
	
	
	
	
	

	
	Revenue
	9,038
	8,609
	27,417
	25,841

	
	
	
	
	
	

	
	Segment Results
	
	
	
	

	
	Formulation and repackaging of chemicals
	367
	(28)
	1082
	486

	
	Recovery and sales of recycled products
	896
	(246)
	2,977
	2,558

	
	Aqua-culture
	846
	731
	1,768
	1,332

	
	Others
	1,129
	242
	1,697
	258

	
	
	3,238
	699
	7,524
	4,634

	
	Inter-segment elimination
	-
	(21)
	-
	(65)

	
	
	
	
	
	

	
	Profit Before Taxation
	3,238
	678
	7,524
	4,569


(i) Valuation of property, plant and equipment

The valuation of property, plant and equipment in the financial statements has been brought forward without amendment from the financial statements for the year ended 30 April 2006.

(j) Material Events Subsequent to the End of the Interim Period

There was no other material events subsequent to the end of the current financial quarter ended 31 January 2007 up to the date of this report.

(k) Changes in the Composition of the Group

There were no changes in the composition of the Group during the current financial quarter ended 31 January 2007.

(l) Contingent Liabilities


There were no material contingent liabilities in the current financial quarter ended 31 January 2007 up to date of this report.

ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD – 3rd QUARTER ENDED 31 JANUARY 2007
(II) Compliance with Appendix 9B of Bursa Malaysia Listing Requirements

1. Review of the Performance 

The Group’s turnover for the 9 months period ended 31 January 2007 at RM27.417 million was higher compared to RM25.841 million for the corresponding period in the preceding year, representing an increase of 6%. The major contribution of the revenue for the current financial quarter was derived from recovery and sales of recycled products, aqua-culture division and investments.

Profit before taxation increased by RM2.955 million or 65% mainly due to increase in contributions from formulation and repackaging of chemicals segment,  recovery and sales of recycled products segment, aqua-culture segment and gain on disposal of quoted investments for the financial quarter ended 31 January 2007.

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

	
	
	
	Individual
	Quarter
	Cumulative
	Quarter

	
	
	
	Current Year Quarter 31/1/2007
	Preceding Year Corresponding Quarter 31/1/2006
	Current Year To Date 31/1/2007
(9 months)
	Preceding Year Corresponding Period 31/1/2006
(9 months)

	
	
	
	RM’000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	
	

	
	     Revenue
	
	9,038
	8,609
	27,417
	25,841

	
	
	
	
	
	
	

	
	     Profit Before Taxation
	
	3,238
	678
	7,524
	4,569

	
	
	
	
	
	
	


The increase in revenue for the current quarter as compared to the preceding quarter was mainly due to higher revenue contribution from aqua-culture divisions in the current quarter ended 31 January 2007.

Profit before tax of RM3.238 million was higher than the profit before tax of RM0.678 million for the corresponding period in the preceding year, which represented an increase of RM2.560 million due to economies of scale that resulted in an overall reduction in cost per unit in the above segments and gain on disposal of quoted investment in the equity market for the current quarter ended 31 January 2007 as compared to the preceding quarter.

3. Prospects

The Group will continue to concentrate on its core business competence of recycling and aqua-culture.  Nevertheless, the Group will strive for new business diversification that is profitable without neglecting the current operations of the Group.
4. Variance of Actual Profit from Forecast Profit

The Group did not issue any profit forecast or profit guarantee for the year.

5. Taxation 

The taxation charge for the current financial quarter and financial year to-date ended 31 January 2007 was made up as follows:

	
	
	Current Quarter 31/1/2007
	Year

To Date 31/1/2007

	
	
	RM’000
	RM'000

	
	
	
	

	
	Malaysian taxation
	
	

	
	     - current year taxation
	505
	1,480

	
	     - overprovision in respect of prior years
	(518)
	(543)

	
	     - deferred taxation                 
	(687)
	(687)

	
	
	(700)
	250

	
	
	
	


The effective tax rate of the Group was lower than the statutory tax rate which was mainly due to the reversal of temporary differences for deferred tax liabilities and overprovision of statutory taxation in prior years.
6. Profit on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investment and/ or properties for the current financial quarter and financial year to-date. 
7. Purchase or Disposal of Quoted Securities

(a) Total purchases and disposal of investment in quoted securities by the Group in the current quarter and financial year-to-date are as follows:- 

	
	
	Current Quarter 31/1/2007
	Year 

To Date 31/1/2007

	
	
	RM’000
	RM'000

	
	
	
	

	
	Total purchases at cost 
	2,894
	6,272

	
	Total disposal proceeds
	6,002
	6,417

	
	Total gain on disposal 
	1,096
	1,116

	
	
	
	


b)
The details of investments in quoted securities as at end of current financial quarter are set out below:- 

	
	Current Quarter

RM’000

	Total investments at cost
	6,268

	Total investments at book value
	5,997

	Total investments at market value
	6,548

	
	


8.
Status of Corporate Proposals Announced 

There were no corporate proposals that have been announced at the date of this report.

9. Group Borrowings and Debt Securities

All the Group’s borrowings are short term in nature, secured and denominated in Ringgit Malaysia.

10. Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments entered into by the Group as at the date of this report.

11. Changes in Material Litigation

There was no material litigation taken by or against the Group as at the date of this report.

12. Dividend Proposed or Declared

The Board of Directors has declared an interim tax exempt dividend of 2 sen per share for the financial year ending 30 April 2007. (30 April 2006: an interim tax exempt dividend of 1.25 sen per share) The interim dividend was paid on 8 March 2007 to shareholders whose names appeared in the Register of Members and Record Depository on 22 February 2007.
13. Earnings Per Share

a. Basic Earnings Per Share

The basic earnings per share for the current quarter and year-to-date have been calculated as follows:-

	
	                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          
	Individual Quarter
	Cumulative Quarter

	
	
	Current Year Quarter 31/1/2007
	Preceding 

Year Corresponding Quarter 31/1/2006
	Current

Year

To Date 31/1/2007
	Preceding Year Corresponding Period 31/1/2006

	
	
	
	
	
	

	
	Net profit attributable to Ordinary Shares   (RM'000)
	3,982
	412
	7,288
	3,586

	
	
	
	
	
	

	
	Weighted average number of Ordinary Shares
	59,795
	60,024
	59,795
	60,024

	
	– as denominator  (RM’000)
	
	
	
	

	
	
	
	
	
	

	
	Basic earnings per share (sen)
	6.66
	0.69
	12.19
	5.97


b. Diluted Earnings Per Share

The diluted earnings per ordinary shares was not disclosed as the unissued ordinary shares granted to eligible Directors and employees pursuant to the Company’s ESOS have no dilutive effect as the exercise price is above the average market value of the Company’s shares.

14. Approval of Quarterly Financial Report

The quarterly financial report as set out above was approved by the Board of Directors in accordance with their resolution dated  20 March 2007.                             .                                
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