
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 2011. 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 2011.

At the date of authorization of these financial statements, the following new FRSs, Interpretations, Amendments to FRSs and Interpretations were issued but not yet been applied by the Group and the Company:

Effective for financial period beginning on or after 1 Jan 2011: 

	FRS 1
	
	Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters (Amendment to FRS 1)


	FRS 7
	
	Improving Disclosures about Financial Instruments (Amendments to FRS 7)


	FRS 1
	
	Additional Exemption for First-time Adopters (Amendment to FRS 1) 


	FRS 7

FRS 124
	
	Group Cash-settled Share base Payment Transactions (Amendments to FRS 2) 
Related Party Disclosures


	IC INTERPRETATION 4
	
	Determining whether an Arrangement contains a Lease


	IC INTERPRETATION 18
	
	Transfers of Assets from Customers 


	IC INTERPRETATION 15

IC INTERPRETATION 13

	
	Agreements for the Construction of Real Estate 
Improvement to FRSs 2010

	TR 3

TR i-4
	
	Guidance on Disclosure of Transition to IFRSs

Shariah Compliant Sale Contracts




The Group has not adopted the following revised FRSs, IC Interpretations and Amendments to FRSs issued by the Malaysian Accounting Standard Board but not yet effective.

Effective for financial period on or after 1 Jan 2012:

	FRS 124
Amendments to 

IC INTERPRETATION 15

	
	Related Party Disclosures 
Agreements for the Construction of Real Estate 



The above FRSs and Interpretations are not expected to have significant impact on the financial statements of the Group upon their initial application.

The main closing exchange rates used as at 31 October 2011 in translation (units of Malaysian Ringgit per foreign currency) were as follows:

	Foreign Currency
	
	Exchange Rate

	
	
	

	United States Dollar
	
	3.034

	Japanese Yen
	
	0.039

	China Renminbi
	
	0.479


2. Audit Qualifications

The audit report of the Group’s most recent annual financial statements for the year ended 31 January 2011 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 2011.

5. Changes in Estimates

There were no material changes in estimates for the Third quarter ended 31 October 2011.

6. Debt and Equity Securities

Up to the Third quarter ended 31 October 2011, the Group purchased its own shares from Bursa Malaysia of 5,000 units amounting to RM2,518.75. The accumulative shares purchased to date since the commencement of the share buy back exercise amounted to 360,000 units, totaling RM271,552.68. All shares bought back are retained as treasury shares. There has been no resale of treasury shares and no cancellation of shares bought back during the financial period under review.

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. Changes in Composition of the Group

There were no changes in the composition of the Group during the period under review.
12. Contingent Liabilities and Contingent Assets

The Contingent liabilities for the Company are as follows:

	
	
	

	
	31/10/2011
RM’000
	31/10/2010

RM’000

	Corporate guarantees relating to borrowings

of subsidiaries in respect of balances outstanding

	18,977
	23,309


13. Significant Related Party Transactions

None.
14. Review of Performance

The European financial crisis exerts greater pressure on the already dampened global economy. This has greatly affected the ornamental fish trade i.e. Arowana, both overseas and domestic, with slacking demand and very competitive pricing. 

At the operating level the Group achieved a revenue of RM4.896 million for the 3 month period ended 31 Dec. 2011 as compared with RM5.054 million in the corresponding period last year, a marginal decrease of RM0.158 million, mainly due to a drop in sales volume and the persistent aggressive price competitions.

However, the Group registered loss before tax of RM64.144 million as compared with a profit before tax of RM0.786 million in the corresponding period last year mainly due to additional provision of impairment loss on property, plant and equipment amounting to RM63.297 million as required by the “FRS 136-Impairment of Assets”     
Out of the RM63.297 million, RM11.188 million is provided to one subsidiary of the Group which is in the breeding of other tropical fishes, such as Guppy, Platy and Cat fishes. In view of the subsidiary continue incurring losses, the Board decided to fully impair all the subsidiary’s property, plant and equipment.
Balance of RM52.109 million impairment loss is provided on the value of fish ponds of another subsidiary in the breeding of Arowana fishes. Due to the declining production which was further compounded by aggressive price competition, the future benefit generated from the fish ponds is expected to be lower. As a result, impairment of assets has to be provided to the subsidiary’s property, plant and equipment.
15. Variation of Results against Preceding Quarter
The Group achieved a revenue of RM4.896 million for the 3 months period ended 31 October 2011 as compared with RM3.524 million in the preceding quarter. The increase was mainly due to higher Arowana production in the end of last quarter which led to higher sales volume in current quarter. 

The Group registered a loss before tax for the current quarter ended 31 October 2011 of RM64.144 million as compared with a loss before tax of RM0.298 million for the previous quarter ended 31 July 2011. The higher loss before tax in current quarter mainly due to additional provision of impairment loss on property, plant and equipment amounting to RM63.297 million as required by the “FRS 136-Impairment of Assets” as mentioned in paragraph 14 above.
16. Current Prospects

Aggressive price competition still continues to exert pressure on overall profitability of the Group.  It is noted that domestically more new Arowana fish farms are sprouting all around Malaysia especially in Perak, affecting our market shares.
Bearing this in mind the Group is conscious of the threat and the challenge to be faced in this industry currently.
As previously announced, one of the Group’s attempts is to mitigate this problem by broadening its production base in embarking on breeding additional species of fishes such as stingray which is beginning to contribute to the revenue and has further potential.
17.  Profit Forecast
Not applicable to the Group as no profit forecast was published.

18.   Tax Expense

	
	 Individual Quarter
	
	Year to Date 

	
	31/10/2011
	
	31/10/2011

	
	RM’000
	
	RM’000

	
	
	
	 

	Current taxation
	  (15)
	
	(31)

	Deferred taxation
	 5,408
	
	 4,707

	
	5,393
	
	4,676


The effective tax rate of the Group was higher than the standard rate of 25% principally due to the non-allowable expenses and capital allowances of two subsidiaries have been fully utilized.
19.  Profit on sales or purchase of unquoted investments and landed properties

There were no sales or purchase of unquoted investments and properties in current quarter. 
20.  Quoted investments

There were no purchases or disposal of quoted securities.

21. Status of corporate proposal announced

None. 
22. Borrowings

The Group’s borrowings are as follows:

	
	31/10/2011
RM’000
	
	31/10/2010
RM’000



	Short Term Borrowings – secured
	 16,363
	
	18,545

	Long Term Borrowings – secured
	 3,415
	
	  5,505

	
	 19,778
	
	  24,050


There were no foreign borrowings as at the date of this report.
23. Realised and Unrealised Retained Profits/(Losses)
Total retained profits of Xian Leng Holdings Berhad and its subsidiaries:

	
	Current

Quarter

Ended
	
	Preceding Quarter
Ended

	
	31/10/2011

RM’000
	
	31/01/2011
RM’000



	Realised profits
	 31,473
	
	97,756

	Unrealised losses
	(9,708)
	
	(14,415)

	Less: Consolidation adjustments
	 21,765
 (32,879)
	
	  83,341
 (32,880)

	Total Group retained (losses)/profits
	(11,114)
	
	 50,461


Note: As per Bursa Malaysia’s directive dated 20 November 2010, prior year comparatives are not required in the first year of complying with the Realised and Unrealised Profits/Losses Disclosures. 
24. Off Balance Sheet financial instruments

There were no financial instruments negotiated with off balance sheet risk at the date of issue of this report.
25. Changes in material litigation

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

26. Dividend Payable

No dividend has been declared for the Third quarter ended 31 October 2011 (2010: Nil).
27. Earnings per share

	a)
	Basic (Loss)/Earnings per Share

	
	
	3 months ended
	9 months ended

	
	
	31.10.11
	31.10.10
	31.10.11
	31.10.10

	
	Net (loss)/profit for the
	
	
	
	

	
	   period (RM’000)
	(58,751)
	633
	(61,575)
	(1,085)

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

	
	 No. of shares (‘000)
	72,705
	72,705
	72,705
	72,705

	
	
	
	
	
	

	
	Basic (loss)/earnings per
	
	
	
	

	
	   share (sen)
	(80.81)
	0.87
	(84.69)
	(1.49)

	
	
	
	
	
	

	b)
	Diluted Earning per Share
	
	
	
	

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

	
	 No. of shares (‘000)
	   72,705
	     72,705
	72,705
	72,705

	
	
	
	
	
	

	
	Diluted earnings per
	
	
	
	

	
	   share (sen)
	(80.81)
	0.87
	(84.69)
	(1.49)
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