NOTES TO THE FINANCIAL STATEMENT

1. Basis of preparation

The interim financial statement are unaudited and have been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9, part K of the Listing Requirements of the Kuala Lumpur Stock Exchange.

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial statements are consistent with those adopted in the financial statements for the year ended 31 January 2002.

The main closing exchange rates used as at 31 October 2002 in translation (units of Malaysian Ringgit per foreign currency) were as follows:

	Foreign Currency
	Exchange Rate

	
	

	Hong Kong Dollar
	0.48

	United States Dollar
	3.80

	Singapore Dollar
	2.12


2. Audit qualifications

The audit report of the Group’s most recent annual financial statements for the year ended 31 January 2002 was not qualified.

3. Seasonal or cyclical factors

The Group’s operations and revenue are not affected by any seasonal or cyclical factors.

4. Unusual items

There were no unusual items for the 3rd quarter ended 31 October 2002.

5. Changes in estimates

There were no material changes in estimates for the financial period ended 31 October 2002.

6. Debt and equity securities

There has been no issuance or repayment of debt and equity securities, share buy back, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 31 October 2002. 

7. Dividend paid

A tax exempt dividend of 3 sen per share for year ended 31 January 2002 was paid on the 17 July 2002.

8. Segment reporting

Information on the Group’s operations by segment is not provided as the Group’s activities are predominantly in the breeding and trading of ornamental fishes and are conducted in Malaysia.

9. Property, plant and equipment

The valuations, where present, stated in the previous annual financial statements have been brought forward without amendment.

10. Events subsequent to the balance sheet date

i. On 18 November 2002, Xian Leng Aquatic (Shah Alam) Sdn. Bhd., a wholly owned subsidiary of XLHB has entered into an Agreement with Mercu Jutaan Sdn. Bhd., one of the Companies within the World Equipment Group engaging in the leisure and recreational industry and amongst its business activities, operates water based theme parks under the “Wet World” brand name. The details are per the announcement dated 18 November 2002.

ii. On 12 December 2002, the Group proposes to implement the following:

a) A bonus issue of 24,140,000 new ordinary shares of RM1.00 each in Xian Leng Holdings Berhad (‘Bonus Shares”), credited as fully paid-up, on the basis of one (1) Bonus Share for every two (2) existing ordinary shares of RM1.00 each in Xian Leng Holdings Berhad held on a date to be determined and announced later.

b) An employees’ share option scheme (‘ESOS”) for the eligible employees and Executive Directors of Xian Leng Holdings Berhad and its subsidiaries (“XLB Group”) who meet the criteria of eligible for participation in the ESOS (“Eligible Employees”) as set out in the bye-laws containing the terms and conditions of the ESOS.

c) An increase in the authorized share capital to accommodate the anticipated increase in the issued and paid up share capital arising from the Proposed Bonus Issue and Proposed ESOS; and 

d) Proposed transfer of the listing of and quotation for the entire enlarged issued and paid up share capital of XLB from the Second Board to the Main Board of the Kuala Lumpur Stock exchange (‘KLSE”).

The details are per the announcement dated 12 December 2002. Submission to the Securities Commission for the Proposals is expected to be made within three (3) months from the date of this announcement.

11. Changes in composition of the Group

Xian Leng Holdings Berhad had acquired the entire issued and paid-up capital of RM2.00 in Xian Leng Aquatic (Shah Alam) Sdn. Bhd. comprising of to (2) ordinary shares of RM1.00 each at par at a cash consideration of RM1.00 per share on 26 August 2002.

Xian Leng Aquatic (Shah Alam) Sdn. Bhd. was incorporated on 9 April 2002 as a private limited company under the Companies Act, 1965. The authorized share capital and paid-up capital is RM100,000 and RM2 respectively. Since its incorporation, Xian Leng Aquatic (Shah Alam) has been dormant.

12. Changes in contingent liabilities

To the best of the knowledge and belief of the Directors of the Company, there are no contingent liabilities as at the date of issue of this report.

13. Capital commitments

There were no material capital commitments to be incurred by the group as at the date of this report.

14. Review of performance

The Group achieved a revenue and profit before tax (“PBT) of RM35.826 million and RM16.329 million respectively for the 9 months ended 31 October 2002, representing an impressive increase of 53% and 29% respectively as compared to last year’s corresponding period.

The increase are mainly due to higher turnover achieved by XLB’s subsidiaries as a result of the increased popularity and interest in aquatic products ( particularly in flower horn ) and penetration into new export market in the current financial year.

15. Variation of results against preceding quarter

The Group recorded a profit after tax of RM2.842 million for the quarter ended 31 October 2002 as compared to RM3.977 million in the preceding quarter ended 31 July 2002. The 29% decrease in profit after tax is mainly due to the following :

i) The drop in the price and margin of flower horn as a result of increased supplies by more breeders in this current quarter ; and

ii) Exceptional price fetched for flower horn and related products in the previous quarters.

16. Current prospects

The Group expects to maintain and strengthen its position in the Asian Arowana industry and focus on penetrating new markets. The Board expects to maintain the overall revenue growth and is confident that the Group’s performance for this current year would be better than last year.

17. Profit forecast

This is not applicable.

18. Tax expense

	
	Individual Quarter
	Cumulative to Date

	
	31/10/2002
	31/10/2002

	
	RM’000
	RM’000

	
	
	

	Current taxation
	1,304
	4,478

	Deferred taxation
	   255
	1,383

	
	1,559
	5,861


The effective tax rate of the Group for the financial year was higher than the standard rate of tax applicable to the Group’s profit principally due to additional provision for deferred taxation.

19. Unquoted investments and landed properties

There were no sales or purchase of unquoted investments and landed properties for the 3rd quarter ended 31 October 2002.

20. Quoted investments

There were no purchase or disposal of quoted securities.

21. Status of corporate proposal announced

i. On 5 December 2001, the entire issued and fully paid-up share capital of the Company comprising of 48,280,000 ordinary shares of RM1.00 each was listed on the Second Board of the Kuala Lumpur Stock Exchange. The status of utilization of public proceeds as at 31 October 2002 are as follows:

	
	RM’000

	Acquisition of Asian Arowana broodstock
	  3,000

	Farm enhancement
	  4,000

	Working capital and listing expenses
	  3,262

	
	10,262


As stated in our Prospectus dated 31 October 2001, the remaining IPO proceeds of RM1.25 million will be utilized over the next two financial years ending 31 December 2004.

	
	RM’million

	Current financial year ending 31 January 2003
	0.25

	Next financial year ending 31 January 2004
	1.00

	
	1.25


ii. On 12 December 2002, the Group proposes to implemention the corporate exercise as set out in Note 10 (ii). Submission to the Securities Commission for the Proposals is expected to be made within three (3) months from the date of announcement dated 12 December 2002

22. Borrowings

The Group borrowings as at 31 October 2002 are as follows:

	
	RM’000

	Short Term Borrowings - secured
	  7,404

	Long Term Borrowings - secured
	  3,266

	
	10,670


There were no foreign borrowings as at the date of this report.

23. Off Balance Sheet financial instruments

There were no financial instruments negotiated with off balance sheet risk at the date of issue of this report.

24. Changes in material litigation

There was no known or pending material litigation as at the date of issue of this report.

25. Earnings per share

	a)
	Basic Earnings per Share

	
	
	3 months ended
	9 months ended

	
	
	31.10.02
	31.10.01
	31.10.02
	31.10.01

	
	
	
	
	
	

	
	Net profit for the
	
	
	
	

	
	   period (RM’000)
	2,842
	2,905
	10,468
	8,715

	
	
	
	
	
	

	
	Number of ordinary
	
	
	
	

	
	   shares in issue (‘000)
	48,280
	41,000
	48,280
	41,000

	
	
	
	
	
	

	
	Basic earnings per
	
	
	
	

	
	   share (sen)
	5.89
	7.09
	21.68
	21.26

	
	
	
	
	
	

	b)
	Diluted Earning per Share

	
	Not applicable.


