
NOTES TO THE FINANCIAL STATEMENTS

1. Basis of preparation 

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

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2006. 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 2006.

The Malaysian Accounting Standards Board (MASB) issued a total of 21 new/revised FRSs, of which 18 are applicable to the financial statements for annual periods beginning on or after 1 January, 2006. The Group have yet to adopt the remaining standards as they are yet to be effective.

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, if any, in accordance with the relevant requirements.

	FRS 3
	
	Business Combinations

	FRS 101
	
	Presentation of Financial Statements

	FRS 102
	
	Inventories

	FRS 108
	
	Accounting Policies, Changes in Estimates and Errors

	FRS 110
	
	Events after 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 132
	
	Financial Instruments: Disclosure and Presentation

	FRS 133
	
	Earnings Per Share

	FRS 136
	
	Impairment of Assets

	FRS 138
	
	Intangible Assets

	
	
	


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

	FRS 3
	
	Business Combinations

	
	
	



The principal effects of the changes in accounting policies resulting from the adoption of the above FRS by the Group is as discussed below:

a) FRS 3: Business Combinations 

Intangible asset- goodwill

The adoption of this new FRS has resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in profit or loss and subsequent reversal is not allowed. Prior to 1 February 2006, goodwill was amortised on a straight-line basis over its estimated useful life of forty (40) years.

The transitional provisions of FRS 3, however, have required the Group to eliminate at 1 February, 2006 the carrying amount of the accumulated amortisation of RM4,602,660 against the gross amount of goodwill. 

The carrying amount of goodwill as at 1 February, 2006 of RM21,698,258  ceased to be amortised. This has the effect of reducing the amortisation charges by RM164,380.74 (cumulative 3 quarters of RM493,142.22) in the current quarter ended 31 October, 2006.

2. Audit qualifications

The audit report of the Group’s most recent annual financial statements for the year ended 31 January 2006 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 third quarter ended 31 October 2006.

5. Changes in estimates

There were no material changes in estimates for the third quarter ended 31 October 2006.

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 2006.

7. Dividend paid

None

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

None. 

11. Contingent liabilities

The Contingent liabilities for the Company are as follows:

	
	
	

	
	31/10/2006

RM’000
	31/10/2005

RM’000

	Corporate guarantees relating to borrowings

of subsidiaries in respect of balances outstanding

	27,238
	22,963


12. Significant Related Party Transactions

None.

13. Review of performance

The Group achieved a revenue of RM7.774 million (2006: RM9.792 million) and profit before tax of RM1.105 million (2006:RM3.750 million) respectively for the 3 months period ended 31 October 2006, representing a decrease of 20.61% and 70.53% respectively as compared to corresponding period last year. Overall, revenue and profit before tax decrease due to the reduced sales volume of higher premium value Asian Arowana arising from aggressive price competition since the 3rd Quarter of the financial year ended 31 January, 2006  and higher depreciation charge arising from investments in the new farm. 

14. Variation of results against preceding quarter

The Group achieved a profit before tax for the current quarter ended 31 October 2006 of RM1.105 million representing a decrease of RM1.503 million or 57.63% from the previous quarter ended 31 July 2006 of RM2.608 million.  The decrease was mainly due to the Asian Arowana aggressive price competition and the higher depreciation charge arising from investments in the new farm. 

15. Current prospects

Overall, the Group’s financial performance will be dependant on the development of the price competition. Going forward, the operating environment for the industry is expected to remain challenging over the remainder financial year but necessary measures have been taken to explore future business opportunities in the Group. 

16.  Profit forecast

This is not applicable.

17.   Tax expense

	
	 Individual Quarter
	
	Year to Date 

	
	31/10/2006
	
	31/10/2006

	
	RM’000
	
	RM’000

	
	
	
	 

	Current taxation
	(411)
	
	105

	Deferred taxation
	 932
	
	 2,143 

	
	521
	
	2,248


The effective tax rate of the Group was lower than the standard rate of tax applicable to the Group’s profit principally due to accelerated capital allowances.

18.  Unquoted investments and landed properties

There were no sales or purchase of unquoted investments and properties for the third quarter ended 31 October 2006. 

19.  Quoted investments

There were no purchases or disposal of quoted securities.

20.  Status of corporate proposal announced

None. 

21. Borrowings

The Group borrowings are as follows:

	
	31/10/2006

RM’000
	
	31/10/2005

RM’000



	Short Term Borrowings – secured
	 29,065
	
	22,178

	Long Term Borrowings – secured
	 810
	
	  1,709

	
	 29,875
	
	   23,887


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

22. Off Balance Sheet financial instruments

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

23. Changes in material litigation

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

24. Dividend Payable

No interim ordinary dividend has been declared for the financial period ended 31 October 2006 (31 October 2005 : NIL).

25. Earnings per share

	a)
	Basic Earnings per Share

	
	
	9 months ended
	12 months ended

	
	
	31.10.06
	31.10.05
	31.1.06
	31.1.05

	
	Net profit for the
	
	
	
	

	
	   period (RM’000)
	4,743
	13,711
	15,126
	17,327

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

	
	 No. of shares (‘000)
	72,705
	72,665
	72,675
	72,557

	
	
	
	
	
	

	
	Basic earnings per
	
	
	
	

	
	   share (sen)
	6.52
	18.87
	20.81
	23.88

	
	
	
	
	
	

	
	
	
	
	
	

	b)
	Diluted Earning per Share
	
	
	
	

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

	
	 No. of shares (‘000)
	   72,705
	     74,635
	73,590
	74,580

	
	
	
	
	
	

	
	Diluted earnings per
	
	
	
	

	
	   share (sen)
	6.52
	18.37
	20.55
	23.23
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