NOTES TO THE FINANCIAL STATEMENTS

1. Basis of preparation

The interim financial statements 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 (KLSE).

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2003.

The accounting policies and methods of computation adopted by the Group in the interim financial statements are consistent with those adopted in the financial statements for the year ended 31 January 2003.

The main closing exchange rates used as at 31 July 2003 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
	2.15


2. Audit qualifications

The audit report of the Group’s most recent annual financial statements for the year ended 31 January 2003 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 2nd quarter ended 31 July 2003.

5. Changes in estimates

There were no material changes in estimates for the financial period ended 31 July 2003.

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 July 2003.

7. Dividend paid

At the 4th Annual General Meeting on 25 June 2003, a first and final ordinary tax exempt dividend of 3 sen per share on 48,280,000 ordinary shares which amounted to RM1,448,400 in respect of financial year ended 31 January 2003 was approved by the shareholders. This dividend was paid on 11 July 2003.

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

a) Bonus Issue of 24,140,000 new ordinary shares of RM1.00 each on the basis of one (1) new ordinary share of RM1.00 each for every two (2) existing ordinary shares of RM1.00 each held was traded ex-bonus on 6 August 2003 and granted listing and quotation on the KLSE on the 28 August 2003.

b) Xian Leng Holdings Berhad’s (XLB) Employees Share Option Scheme (ESOS) was implemented on 25 August 2003 and the transfer of the listing of and quotation for the entire enlarged issued and paid up capital of XLB from the Second Board to the Main Board was completed on 4 September 2003.

11. Changes in composition of the Group

None.

12. Contingent liabilities

The Contingent liabilities for the Company are as follows:

	
	
	

	
	31/7/2003

RM’000
	31/1/2003

RM’000



	Corporate guarantees relating to borrowings

of subsidiaries in respect of balances outstanding

	7,324
	7,879


13. Significant Related Party Transactions

None.

14. Review of performance

The Group achieved a revenue and profit before tax (“PBT”) of RM11.835 million and RM5.770 million respectively for the 3 months ended 31 July 2003, representing a decrease of 13.64% and 5.11% respectively as compared to last year’s corresponding quarter.

The Group achieved a revenue and profit before tax (“PBT”) of RM22.251 million and RM10.990 million respectively for the 6 months ended 31 July 2003, representing a decrease of 9.40% and 7.86% respectively as compared to last year’s corresponding period.

The decreases are mainly due to lower contributions from an operating subsidiary arising from lower sales volume in flower horn.

15. Variation of results against preceding quarter

The Group achieved a profit after tax (“PAT”) of RM3.906 million for the quarter ended 31 July 2003 as compared to RM3.800 million in the preceding quarter ended 30 April 2003. The higher PAT for the current quarter under review was due to sales volume in an operating subsidiary recovering to normal level after the adverse impact arising from the SARS outbreak in the preceding quarter.

16. Current prospects

The Group expects not only to maintain but to strengthen its position in the Asian Arowana industry by focussing on penetrating new markets. The Group will strive to enhance the financial performance in concentrating on improving quality and developing new innovative products to increase its market share, sales revenue and profitability. The Board envisages the Group will maintain satisfactory overall results for the remainder of this financial year. 

17.  Profit forecast

This is not applicable.

18.   Tax expense

	
	Individual Quarter
	Cumulative To Date

	
	31/7/2003
	31/7/2003

	
	RM’000
	RM’000

	Current taxation
	1,565
	3,127

	Deferred taxation
	  299
	156

	
	1,864
	3,283


The effective tax rate for the current quarter is higher than the statutory rate due mainly to the non-deductibility of certain items for tax purposes.

19.  Unquoted investments and landed properties

There were no sales or purchase of unquoted investments and landed properties for the 2nd quarter ended 31 July 2003.

20.  Quoted investments

There were no purchases 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 of RM12,012,000 as at 31 July 2003 are as follows:

	
	RM’000

	Acquisition of Asian Arowana broodstock
	  3,000

	Farm enhancement
	  4,000

	Working capital and listing expenses
	  4,512

	
	11,512


As stated in our Prospectus dated 31 October 2001, the remaining IPO proceeds of RM0.5 million will be utilized over the current financial year ending 31 January 2004.

	
	RM’million



	Current financial year ending 31 January 2004
	0.5


ii. On 12 December 2002, the Group announced the following proposals :

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 eligibility 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. These proposals had been approved by the Securities Commission on 3 April 2003 and by the XLB shareholders at the Extraordinary General Meeting held on 25 June 2003.

The Bonus Issue of 24,140,000 new ordinary shares of RM1.00 each on the basis of one (1) new ordinary share of RM1.00 each for every two (2) existing ordinary shares of RM1.00 each held was traded ex-bonus on 6 August 2003 and granted listing and quotation on the KLSE on the 28 August 2003.

XLB’s ESOS was implemented on 25 August 2003 and the transfer of the listing of and quotation for the entire enlarged issued and paid up capital of XLB from the Second Board to the Main Board was completed on 4 September 2003.

22. Borrowings

The Group borrowings are as follows:

	
	31/7/2003

RM’000
	31/1/2003

RM’000

	Short Term Borrowings – secured
	7,814
	8,296

	Long Term Borrowings – secured
	2,790
	3,000

	
	10,604
	11,296


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. Dividend

At the 4th Annual General Meeting on 25 June 2003, a first and final ordinary tax exempt dividend of 3 sen per share on 48,280,000 ordinary shares which amounted to RM1,448,400 in respect of the financial year ended 31 January 2003 was approved by the shareholders.  This dividend was paid on 11 July 2003.  

For the financial year ended 31 January 2002, a first and final ordinary tax exempt dividend of 3 sen  per share which amounted to RM1,448,400 was approved by the shareholders on 15 July 2002 and was subsequently paid on 17 July 2002.

26. Earnings per share

	a)
	Basic Earnings per Share

	
	
	6 months ended
	12 months ended

	
	
	31.07.03
	31.07.02
	31.01.03
	31.01.02

	
	Net profit for the
	
	
	
	

	
	   period (RM’000)
	7,707
	7,626
	14,087
	10,269

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

	
	 No. of shares (‘000)
	48,280
	48,280
	48,280
	42,213

	
	
	
	
	
	

	
	Basic earnings per
	
	
	
	

	
	   share (sen)
	15.96
	15.80
	29.18
	24.33

	
	
	
	
	
	

	b)
	Diluted Earning per Share        Not Applicable

	
	No diluted earnings per share as the Company does not have share options (not implemented as at 31 July 2003) or convertible bonds which would create a potential dilution of earnings per share if the options or conversions were to have taken place during the financial year. 


