HANDAL RESOURCES BERHAD (816839-X)

UNAUDITED  INTERIM  FINANCIAL  REPORT  FOR  THE  QUARTER   ENDED 30 JUNE 2009


NOTES TO THE QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 JUNE 2009

PART A – EXPLANATORY NOTES IN COMPLIANCE WITH FINANCIAL REPORTING STANDARDS (“FRS”) 134, INTERIM FINANCIAL REPORTING
A1. Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with  FRS 134: Interim Financial Reporting and Appendix 9B Part A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”). This is the first interim financial report on the consolidated results for the second quarter ended 30 June 2009 announced by the Company in compliance with the Listing Requirements and as such, there are no comparative figures for the preceding year’s corresponding period.
The accounting policies and methods of computation adopted by the Group for this interim financial report are in compliance with the new and revised FRS issued by the Malaysian Accounting Standards Board.
The interim financial report should be read in conjunction with the proforma consolidated financial information and the Accountants’ Report for the financial year ended 31 December 2008 as disclosed in the Prospectus of the Company dated 29 June 2009 and the accompanying explanatory notes attached to the interim financial report.

The interim financial report contains condensed consolidated financial statements and selected explanatory notes. The notes include an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the Group. The interim consolidated financial report and notes thereon do not include all the information required for a full set of financial statements prepared in accordance with FRSs.
A2. Auditors’ Report on Preceding Annual Financial Statements



The auditors’ report on the preceding audited financial statements of the Company and its subsidiary for the financial year ended 31 December 2008 were not subject to any qualification.

A3. Seasonal or Cyclical Factors



The business operations of the Group are not affected by seasonal or cyclical factors .
A4. Items of Unusual Nature
There were no items affecting the assets, liabilities, equity, net income or cash flow of the Group that are unusual because of their nature, size or incidence for the financial quarter under review save for a negative goodwill of RM1.12  million included in other operating income for the current quarter. The negative goodwill is in respect of excess of fair value of assets and liabilities of Handal Offshore Services Sdn Bhd (’HOSSB’) as at the date of its acquisition by the Company over its purchase consideration. In compliance with the FRS 3: Business Combinations, this negative goodwill is recognised in the income statement.
A5. Changes in Estimates



There were no changes in estimates of amounts reported in prior financial years that have had a material effect in the current financial quarter.
A6. Changes in Debt and Equity Securities

Save as disclosed in Note A12 to the interim financial report, there have been no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current financial quarter.

A7. Dividend Paid

There were no dividends paid in the current period.
A8. Segmental Information

The Group is organized into the following operating segments:-

a) Integrated crane services contracts (“Integrated crane services”)
b) Manufacturing and fabrication of new offshore pedestal cranes (“Fabrication of cranes”)
c) Workover projects lifting solutions 
Segmental Reporting
	6 May 2009 to 30 June 2009
	Integrated crane services
	Fabrication of  cranes
	Workover  projects lifting solutions
	Consolidated

	 
	RM' 000
	RM' 000
	RM' 000
	RM' 000

	 
	 
	 
	 
	 

	Revenue
	                     5,276 
	                        964 
	                      2,352 
	                    8,592 

	 
	 
	 
	 
	 

	Results
	 
	 
	 
	 

	Profit from operations
	                     1,443 
	                        766 
	                      2,042 
	                    4,251 

	Other operating income
	 
	 
	 
	                    1,220 

	Administration expenses
	 
	 
	 
	                   (1,075)

	Other operating expenses
	 
	 
	 
	                      (541)

	Finance costs
	 
	 
	 
	                      (364)

	Profit before tax
	 
	 
	 
	                    3,491 

	Taxation
	 
	 
	 
	                      (653)

	Profit after tax
	 
	 
	 
	                    2,838 

	 
	 
	 
	 
	 


A9. Valuation of property, plant and equipment
There was no valuation of the property, plant and equipment in the current financial quarter.
A10. Capital commitments

Capital commitment for property, plant and equipment not provided for as at 30 June 2009 are as follows:-

	
	
	RM’000

	
	
	

	Approved and contracted for
	
	2,625


A11. Material events subsequent to the end of period reported 
On 29 June 2009, the Company issued its prospectus for its Initial Public Offering in conjunction with its listing on the Second Board of Bursa Securities involving the following:

a) Public Issue

The Public Issue of 18,500,000 new ordinary shares of RM0.50 each in the Company at an issue price of RM0.72 per ordinary share comprising:

(i) 6,000,000 ordinary shares of RM0.50 each available for application by the Malaysian Public;

(ii) 4,000,000 ordinary shares of RM0.50 each available for application by eligible directors, employees and person who have contributed to the success of the Group; and

(iii) 8,500,000 ordinary shares of RM0.50 each available for private placement to identified investors.

b) Offer for sales
The offer for sale of 6,000,000 ordinary shares of RM0.50 each at an offer price of RM0.72 per ordinary share to be placed out to identified investors.
The entire issued and paid-up share capital of the Company comprising 90,000,000 ordinary shares of RM0.50 each was listed and quoted on the Second Board of Bursa Securities on 30 July 2009.
.  
A12. Changes in composition of the group
In conjunction with and as an integral part of the listing, on 6 June 2008, the Company entered into a conditional share sale agreement with the vendors of HOSSB for the acquisition of the entire equity interest in HOSSB, comprising 4,000,000 ordinary shares of RM1.00 each, for a purchase consideration of RM35,749,998, which was fully satisfied by the issuance of 71,499,996 shares in the Company to the respective vendors of HOSSB at an issue price of RM0.50 per share. The acquisition of HOSSB was completed on 6 May 2009.
The purchase consideration of RM35,749,998 for the acquisition was arrived at based on a willing-buyer willing-seller basis after taking into consideration, amongst other factors, a PE Multiple of approximately 5.56 times (computed based on the proforma consolidated  profit after tax of our Group for the financial year ended 31 December 2008 of RM9,247,401 as well as the growth and future prospects of HOSSB in the oil and gas industry.)
The acquisition was accounted for under the acquisition method whereby the negative goodwill, which is in respect of excess of fair value of assets and liabilities of HOSSB  as at the date of its acquisition by the Company over its purchase consideration, is recognised in the income statement   in compliance with the FRS 3: Business Combinations.
A13. Contingent liabilities or contingent assets

There were no material contingent liabilities or contingent assets to be disclosed as at the date of this report.
A14. Significant Related Party Transactions
The Group had the following transactions during the current financial quarter with related parties in which certain directors of the Company have substantial financial interest :-
	
	
	

	RM'000

  Manpower and material supply from Handal Fabrication Sdn Bhd
                      1,154 

  Purchases  from Excell Crane & Hydraulics Inc

                         899 

  Construction of office and factory yard by Impian Bumiria Sdn. Bhd.

                         849 


	
	

	
	
	

	
	
	

	
	
	


NOTES TO THE QUARTERY REPORT ON THE CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 JUNE 2009

PART B – ADDITIONAL INFORMATION AS REQUIRED BY LISTING REQUIREMENT OF BURSA MALAYSIA SECURITIES BERHAD (PART A OF APPENDIX 9B)

B1. Review Of Performance Of The Group

	Review of Performance – 6 May 2009 to 30 June 2009
A summary of the financial results is set out below:-
2 months

results

to 30 June 09

RM' 000

Revenue

8,592

Gross profit

4,251

Profit before tax

3,491
Profit after tax

2,838

Gross profit margin (%)

49%

Profit before tax margin (%)

41%

Profit after tax margin (%)

33%


	
	


The Group achieved a gross profit of RM4.25 million, profit before tax of RM3.49 million and profit after tax of RM2.84 million on the back of RM8.59 million of revenue.

The integrated crane services segment continued to be the main contributor at 61% from the total revenue.
Based on this performance, the Board believes the Group’s margins and profitability are in line with normal operation of the operating subsidiary.    

B2. Material Changes In The Quarterly Results Compared To The Results Of The Preceding Quarter
As this is the first interim financial report being drawn up since the formation of the Group on 6 May 2009, there are no comparative figures for the preceding quarter.
B3. Current Year Prospects 
The Group is still bullish on the prospect of the Malaysian oil and gas industry, as PETRONAS and other oil majors are committed to intensify exploration and production efforts to enhance the country's reserves, underpinned by stabilising oil prices and the need to retain energy sources. Barring any unforeseen circumstances,   the Group will continue to experience business stability and sustain modest growth as the demand  for the oil and gas support services will remain healthy in the foreseeable future.
B4. Profit Forecast And Profit Estimate

The Group did not issue any profit forecast or profit estimate previously or for the financial year ending 31 December 2009 in any public document hence this information is not applicable.

B5. Taxation
					Preceding  year corresponding


			6 May 2009 to

		Period ended


			 30 June 2009

		 30 June 2008


			RM' 000

		RM' 000


	Current tax 

		641

		N/A


					
	Deferred tax 

		12 

		N/A


					
			653

		N/A



	
	
	
	


The lower effective tax rate than the statutory rate of 25%, applicable to the Group for the current quarter was mainly due to the inclusion of a non-taxable income namely the negative goodwill of RM1.12 million in the results for the said period.
B6. Profit on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments and/or properties during the current financial quarter. 
B7. Purchase or Disposal of Quoted Securities
There was no purchase or disposal of quoted securities for the current financial  quarter .
B8. Status of Corporate Proposals

a) Status of Corporate Proposals Announced 
(i) Initial Public Offering (“IPO”)
In conjunction with the IPO and pursuant to the Prospectus dated 29 June 2009, the Company carried a Public Issue and Offer for Sale, the details of which are described in A11 of   the interim financial report.

b) Utilisation of IPO Proceeds

Subsequent to the listing on the Second Board of Bursa Securities, the gross proceeds from the Public Issue amounting to RM13.32 million will be utilised in the following manner:
	
	Purposes
	RM’000
	Time frame for Utilisation

	
	
	
	

	(i)
	Business expansion purposes
	8,500
	Within two (2) years after Listing

	(ii)
	Working capital
	3,420
	Within one (1) year after Listing

	(iii)
	Estimated listing expenses
	1,400
	Within one (1) month after Listing

	
	Total
	13,320
	


B9. Group Borrowing and Debts Securities

The Group's borrowing and debts securities as at 30 June 2009 are as follows:
	
	
	Current
	
	Non-Current
	
	Total

	
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	

	     Denominated in Ringgit Malaysia
	
	
	
	
	

	
	
	
	
	
	
	

	     Unsecured
	            -   
	
	              -   
	
	          -   

	
	
	
	
	
	
	

	     Secured
	      16,609 
	
	       20,187 
	
	    36,796 

	
	
	
	
	
	
	

	
	
	      16,609 
	
	       20,187 
	
	    36,796 


B10. Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of this quarterly report.

B11. Material Litigation

There were no material litigation as at the date of issuance of this quarterly report.

B12. Dividends

No interim dividends have been declared during the current quarter under review.
.
B13. Earnings Per Share 

	The calculation of basic earnings per share for the  Company is based on:-
RM '000

i) Group’s  Profit  After Tax for the current financial quarter 

         2,838 

divided by

ii) The weighted average no of ordinary shares (' 000) 

       44,000 

**

**This is tabulated as per below:-

		
	Weighted average no. of ordinary shares in issue for the current financial quarter:

No of
Total; no of

Weighted 

Date of issue

Valid starting

Reporting

No of shares

valid
days up to
average no 

date

date

issue

days

reporting date

of ordinary shares

a

No. of shares at

beginning of the 

8-May-08

1-April-09

30-Jun-09

                       4 

91

91

                        4 

quarter
b

Issue of shares

pursuant  to

acquisitions of

6-May-09

6-May-09

30-Jun-09

       71,499,996 

56

91

        43,999,998 

subsidiary

company

       71,500,000 

        44,000,002 
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