
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 2012. 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 2012.

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 Date

	Amendments to FRS 1
	
	Severe Hyperinflation and Removal of Fixed Dates for First-time adopters
	1 January 2012

	Amendments to FRS 7
	
	Transfers of Financial Assets
	1 January 2012

	Amendments to FRS 112
	Deferred Tax : Recovery of Underlying Assets
	1 January 2012

	FRS 124
	
	Related Party Disclosures
	1 January 2012

	Amendments to FRS 101
	Presentation of Items of Other Comprehensive Income
	1 July 2012

	FRS 9
	
	Financial Instruments
	1 January 2015

	FRS 10
	
	Consolidated Financial Statements
	1 January 2013

	FRS 11
	
	Joint Arrangements
	1 January 2013

	FRS 12
	
	Disclosure of Interests in Other Entities
	1 January 2013

	FRS 13
	
	Fair Value Measurement
	1 January 2013

	FRS 119
	
	Employee Benefits
	1 January 2013

	FRS 127
	
	Separate Financial Statements
	1 January 2013

	FRS 128
	
	Investment in Associate and Joint Ventures
	1 January 2013

	  IC Interpretation 20
	
	Stripping Costs in the Production Phase of a Surface Mine
	1 January 2013

	Amendments to FRS 7
	
	Offsetting Financial Assets and Financial Liabilities 
	1 January 2013

	Amendments to FRS 101
	
	Amendmend to Basis for Conclusions


	1 January 2013



	Amendments to FRS 116
	
	Amendmend to Basis for Conclusions


	1 January 2013

	Amendments to FRS 132
	
	Amendmend to Basis for Conclusions


	1 January 2013

	Amendments to FRS 132
	
	Offsetting Financial Assets and Financial Liabilities


	1 January 2014

	Amendments to FRS 134
	
	Amendment to Basis for Conclusions


	1 January 2013

	
	
	
	


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

Malaysian Financial Reporting Standards

On 19 November 2011, the Malaysian Accounting Standards Board (MASB) issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards (MFRS Framework).

The MFRS Framework is to be applied by all entities other than private entities for annual periods beginning on or after 1 January 2012, with the exception of entities that within the scope of MFRS 141 Agriculture and IC Interpretation 15 Agreements for Construction of Real Estate, including its parent, significant investor and venturer.

The Group will be required to prepare its quarterly condensed financial report and financial statements using MFRS Framework in its first MFRS quarterly condensed financial report/financial statements after the end of exception. In presenting its first MFRS quarterly condensed financial report/financial statements, the Group will be required to restate the comparative fianancial statements to amounts reflecting the application of MFRS Framework.
The Group has completed its assessment on MFRS adoption. The MFRS adoption is expected not to have significant impact on the financial statements of the Group upon its initial application.

The main closing exchange rates used as at 31 July 2012 in translation (units of Malaysian Ringgit per foreign currency) were as follows:

	Foreign Currency
	
	Exchange Rate

	
	
	

	United States Dollar
	
	3.114

	Japanese Yen
	
	0.040

	China Renminbi
	
	0.492

	
	
	


2. Audit Qualifications

The audit report of the Group’s most recent annual financial statements for the year ended 31 January 2012 contained an “except for” opinion due to pending of valuation exercise to determine the historical cost of the year 2005-2008 construction work of fish ponds.
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 Second quarter ended 31 July 2012.

5. Changes in Estimates

There were no material changes in estimates for the Second quarter ended 31 July 2012.

6. Debt and Equity Securities

There is no any share buy back in this current quarter. Up to this quarter ended 31 July 2012, 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. Carrying Amount of Property, Plant and Equipment

The valuations, where present, stated in the previous annual financial statements have been brought forward without amendment. 
Due to the reason as per the paragraph of Note 2, the Board is currently in the midst of carrying a valuation exercise to determine the historical cost of the year 2005-2008 construction work of fish ponds so as to assist external auditor in their audit report for this financial year ending 31 January 2013. 
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:

	
	
	

	
	31/07/2012
RM’000
	31/07/2011
RM’000

	Corporate guarantees relating to borrowings

of subsidiaries in respect of balances outstanding

	12,769
	19,943


13. Significant Related Party Transactions

None.
14. Review of Performance

Current Financial Quarter as compared with Previous Year corresponding Quarter

The Group achieved a revenue of RM3.534 million and registered loss before tax of RM0.295 million for the 3 months period ended 31 July 2012. No significant change as compared with revenue of RM3.524 million and loss before tax of RM0.298 million respectively in the corresponding quarter last year. 
Current Financial Period compared with Previous Year Corresponding Period

The Group achieved a revenue of RM7.485 million for the 6 months period ended 31 July 2012. No significant change as compared with RM7.268 million in the corresponding period last year. Besides, the Group registered profit before tax of RM0.585 million as compared with a loss before tax of RM2.107 million in the corresponding period last year. This is mainly due to gain on disposal of non-core lands despite of provision for impairment loss of property, plant and equipment in the current financial period.
15. Variation of Results against Preceding Quarter
The Group achieved a revenue of RM3.534 million for the 3 months period ended 31 July 2012 as compared with RM3.951 million in the preceding quarter. The decrease of RM0.417 million was mainly due to change in product mix and decrease of average selling price of Arowana. 

The Group registered a loss before tax for the current quarter ended 31 July 2012 of RM0.295 million as compared with a profit before tax of RM0.880 million for the previous quarter ended 30 April 2012. The higher loss of RM1.175 million is mainly due to change in product mix and decrease of average selling price of Arowana. 

.

16. Current Prospects

As the main thrust towards achieving improved financial position, the Board will continue to adopt cautious business strategies such as non-core assets cutting and revenue enhancement to improve its overall balance sheet. 

Going forward, the industry is expected to remain challenging but necessary measures continued to be taken to explore future business opportunities and effective cost control measures continue to be implemented to meet this challenging period. One of the Group’s attempts is to broadening its production base in embarking on breeding additional species of fishes such as stingray which is beginning to contribute to revenue and has further potential in future. 
17.  Profit Forecast
Not applicable to the Group as no profit forecast was published.

18.   Tax Expense

	
	 Individual Quarter
	
	Year to Date 

	
	31/07/2012
	
	31/07/2012

	
	RM’000
	
	RM’000

	
	
	
	 

	Current taxation
	(33)
	
	(61)

	Deferred taxation
	 2,394
	
	1,452

	
	2,361
	
	1,391


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. Status of corporate proposal announced

None. 
20. Borrowings

The Group’s borrowings are as follows:

	
	31/07/2012
RM’000
	
	31/07/2011
RM’000



	Short Term Borrowings – secured
	 11,498
	
	16,706

	Long Term Borrowings – secured
	 2,095
	
	  3,861

	
	 13,593
	
	  20,567


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

	
	31/07/2012
RM’000
	
	31/07/2011
RM’000

	Realised profits
	 23,622
	
	95,779

	Unrealised losses
	(1,137)
	
	(15,116)

	Less: Consolidation adjustments
	 22,485
 (26,281)
	
	  80,663
 (33,026)

	Total Group retained (losses)/profits
	  (3,796)
	
	 47,637


22. Notes to the Condensed Consolidated Statement of Comprehensive Income
Operating profit /(loss) is stated after charging/(crediting): 
	
	
	3 months ended
	12 months ended

	
	
	31.07.12
	31.07.11
	31.07.12
	31.07.11

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	
	Interest income
	-
	-
	-
	-

	
	
	
	
	
	

	
	Other income
	4
	-
	4
	-

	
	
	
	
	
	

	
	Interest expenses
	377
	434
	762
	834

	
	
	
	
	
	

	
	Depreciation 
	1,299
	1,536
	2,606
	3,188

	
	
	
	
	
	

	
	Provision for doubtful debts
	-
	-
	-
	-

	
	Bad debts written off
	-
	-
	-
	-

	
	
	
	
	
	

	
	Provision for write off of inventories
	-
	-
	-
	-

	
	
	
	
	
	

	
	(Gain)/loss on disposal of        quoted/unquoted investments
	-
	-
	-
	-

	
	
	
	
	
	

	
	(Gain)/loss on disposal of        property, plant and equipment
	(4,646)
	(946)
	(7,105)
	(946)


	
	
	
	
	
	

	
	Property, plant and equipment written off
	232
	-
	232
	-

	
	
	
	
	
	

	
	Provision for impairment of property, plant and equipment
	2,089
	-
	2,089
	-

	
	
	
	
	
	

	
	Foreign exchange (gains)/losses
	(28)
	72
	(10)
	82

	
	
	
	
	
	

	
	Derivatives (gains)/losses
	-
	-
	-
	-

	
	
	
	
	
	

	
	Exception items
	-
	-
	-
	-

	
	
	
	
	
	


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 dividend has been declared for the Second quarter ended 31 July 2012 (2011: Nil).
25. Earnings per share

	a)
	Basic Earnings/(Loss) per Share

	
	
	3 months ended
	12 months ended

	
	
	31.07.12
	31.07.11
	31.07.12
	31.07.11

	
	Net profit/(loss) for the
	
	
	
	

	
	   period (RM’000)
	2,066
	(1,205)
	1,976
	(2,824)

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

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

	
	
	
	
	
	

	
	Basic earnings/(loss) per
	
	
	
	

	
	   share (sen)
	2.84
	(1.80)
	2.72
	(3.88)

	
	
	
	
	
	

	
	
	
	
	
	

	b)
	Diluted Earning/(loss) per Share
	
	
	
	

	
	
	
	
	
	

	
	Weighted Average
	
	
	
	

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

	
	
	
	
	
	

	
	Diluted earnings/ (loss) 
	
	
	
	

	
	   per share (sen)
	2.84
	(1.80)
	2.72
	(3.88)
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