HANDAL RESOURCES BERHAD (816839-X)

UNAUDITED  INTERIM  FINANCIAL  REPORT  FOR  THE  QUARTER   ENDED 31 DECEMBER 2009


NOTES TO THE QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 31 DECEMBER 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”).
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.
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


There were no issuance and repayments of debt and equity securities, share buy-backs, share 
cancellations,
shares held as treasury shares and resale of treasury shares for the current 
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 
d) Others ie involved in the oil and gas industry for the supply, fabrication and servicing of industrial    
equipment, tank system, piping and mooring system and consultants in engineering project 
support services.  
Segmental Reporting
	
	6 May 2009 to 31 December09
	Integrated crane services 
	 Fabrication of  cranes
	Workover projects lifting solutions
	Other  business segments
	Eliminations
	Consolidated

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

	a
	Revenue from
	 
	 
	 
	 
	 
	 

	
	 external customers
	          30,689 
	            2,538 
	            9,134 
	            6,471 
	                 -   
	          48,832 

	
	 
	 
	 
	 
	 
	 
	 

	b
	Inter-segment revenue
	 
	 
	 
	                19 
	               (19)
	                 -   

	
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 

	c
	Total revenue
	          30,689 
	            2,538 
	            9,134 
	            6,490 
	               (19)
	          48,832 

	
	 
	 
	 
	 
	 
	 
	 

	
	Results
	 
	 
	 
	 
	 
	 

	d
	Profit from operations
	          13,295 
	              589 
	            6,222 
	            1,006 
	 
	          21,112 

	e
	Other operating income
	 
	 
	 
	 
	 
	              915 

	
	 
	 
	 
	 
	 
	 
	 

	f
	Administration and
	 
	 
	 
	 
	 
	           (5,847)

	
	Other operation expenses
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 

	g
	Depreciation & amortization
	 
	 
	 
	 
	 
	           (1,440)

	h
	Finance cost
	 
	 
	 
	 
	 
	             (961)

	i
	Profit before tax
	 
	 
	 
	 
	 
	          13,779
 

	j
	Taxation
	 
	 
	 
	 
	 
	           (3,743)

	k
	Profit after tax
	 
	 
	 
	 
	 
	          10,036 

	
	 
	 
	 
	 
	 
	 
	 


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 31 December 2009 are as follows:-
	
	
	RM’000

	
	
	

	Approved and contracted for
	
	1,085


A11. Material events subsequent to the end of period reported 

There were no material events subsequent to the end of the period reported.
A12. Changes in composition of the group
There were no changes in composition of the Group for the financial quarter under review except for the following:
On 1 October 2009,Handal Resources Bhd acquired two (2) companies for a total cash consideration of RM928,000. The companies were Handal Engineering Sdn Bhd (“HESB”) and Handrill Sdn Bhd “Handrill”).

HESB is principally involved in the oil and gas industry for the supply, fabrication and servicing of industrial equipment, tank system, piping and mooring system.  It is also involved in the selling and servicing of industrial plant and equipment, supply of telecommunication and broadcasting systems for Radio Television Malaysia (which is more commonly known as RTM), Telekom Malaysia Berhad and other government agencies and private sectors.
Handrill’s principal activity is to act as consultants in engineering project support services and is registered with and licensed by Petronas as Rig Operator, Production / Drilling / Workover Associated Services for drilling rigs, offshore rigs and tender assisted. 

Subsequent to the completion of the acquisitions on 16 October 2009, HESB became a wholly-owned subsidiary , and Handrill became a 90%-owned subsidiary of the Company.

.
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
                          1,570 

  Purchases  from Excell Crane & Hydraulics Inc

                          2,226 


	
	


NOTES TO THE QUARTERY REPORT ON THE CONSOLIDATED RESULTS FOR THE FORTH QUARTER ENDED 31 DECEMBER 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 31 December 2009
A summary of the financial results is set out below

Current

8 months

Quarter ended

results to

31 December 09

31 December 09

RM' 000

RM' 000

Revenue

25,162

48,832

Gross profits

9,226

21,112

Profit before tax

6,200
13,779
Profit after tax

4,278
10,036

Gross profit margin (%)

37%

43%

Profit before tax margin (%)

24%

28%

Profit after tax margin (%)

17%

20%

(i) Current Quarter to date

The Group achieved a gross profit of RM9.23 million, profit before tax of RM6.20 million and profit 
tax  of profit  after tax of RM4.28 million on the back of RM25.16 million of revenue.

	
	


(ii)         Cumulative period to date
The Group achieved a gross profit of RM21.11 million, profit before tax of RM13.80 million and profit after tax of RM10.04 million on the back of RM48.83 million of revenue.

For the reporting period to date, the integrated crane services segment continued to be the main contributor at 63% from the total Group’s revenue.
B2. Material Changes In The Quarterly Results Compared To The Results Of The Preceding Quarter
The Group registered a revenue of RM25.16 million for the current quarter under review representing  an increase of RM10.08 million or 66% from the RM15.08 million in the preceding quarter ,mainly due to:- 

(a) Consolidation of the newly-acquired subsidiary HESB, with 2 months revenue contribution amounting to RM6.47 million in the current 4th quarter.
(b) Increase in overhaul and maintenance services work from RM11.38 million in 3rd   quarter to RM14.03 million during the 4th quarter.
The Group’s profit before tax was RM6.20 million in the 4th quarter as compared to RM4.09 million in the 3rd quarter. However the profit before tax  margin  reduced  from 27% to 24%.This is  mainly due to lower  contributions of profit margin from HESB due to its nature of business which is mainly project management activities.

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. 
The award of a contract to HESB by Petronas Lubricants International Sdn Bhd for the Engineering, Procurement, Construction and Commissioning of 22 nos new storage tanks at Melaka Lube Blending Plant (MLBP) amounting to RM17.5 million  for a period of 14 months is expected to contribute positively to the earnings of the Group for the financial year ended 2010 and beyond.
The Group anticipate  more work from Exxon Mobil and Petronas Carigali under the present  crane services and maintenance contract.
Barring any unforeseen circumstances and based on this expectation, 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
					
					For the period:


			Current quarter ended

		6 May 2009 to


			 31 December 2009

		 31 December 2009


			RM' 000

		RM' 000


	Current tax 

		                 1,284 

		                  3,105 


					
	Deferred tax 

		                   638 

		                     638 


					
			1,922

		                  3,743 



	
	
	
	


The effective tax rate for current quarter and the current period of 30% and 29% respectively were higher than the statutory rate of 25%. were mainly due certain expenses disallowed for tax purpose. The major expenses disallowed for tax purposes were depreciation of property, plant and equipment and a portion of interest which is subject to interest restriction.
.
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.  a)Status of Corporate Proposals

There was no corporate proposal announced or not completed by the Group as at the latest 
practicable date of 22 February 2010.
 b)Status of utilization of proceeds of public issue
As at the end of the current quarter and financial year-to-date, the status of utilisation of the proceeds as compared to the actual utilisation is as follows:-
	 
	Purposes
	Proposed Utilisation per prospectus RM’000
	Actual  utilisation RM’000
	Time frame for Utilisation
	Balances unutilised                         RM’000
	Remarks

	 
	 
	 
	 
	 
	 
	 

	(i)
	Business expansion purposes
	8,500
	             928 
	Within 2 year after listing
	            7,572 
	Available for use

	(ii)
	Working capital
	3,420
	               1,259 
	Within 1 year after listing
	            2,161 
	Available for use

	(iii)
	 listing expenses 
	1,400
	               1,400 
	Within 1 year after listing
	                 -   
	Fully utilised

	 
	Total
	13,320
	3,587
	 
	9,733
	 


B9. Group Borrowing and Debts Securities

	

	The Group's borrowing and debts Securities as at 31 December 2009 are as follows: 

Current

Non-Current

Total

RM'000

RM'000

RM'000

     Denominated in Ringgit Malaysia

     Secured

      16,271 

       17,062 

    33,332 



	


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

The Directors recommended a single-tier first and final dividend of 2 sen per share for financial year ended 31st December 2009. The proposed dividend has not been accounted for in the financial statement and will be subject to the shareholders approval at the Annual General Meeting to be held at a date to be announced later.
B13. Earnings Per Share 

				Individual Quarter
		Cumulative Period

				                                            Current  Quarter Ended 31-Dec-09

	Preceding Year Corresponding Quarter Ended 31-Dec-09

		For the period: 6 May 2009 (Date of acquisition of subsidiary) to 31-Dec-09

	Preceding Year  Corresponding Quarter  Ended 31-Dec-09


								
								
								
				RM’000

	RM’000

		RM’000

	RM’000


								
	BASIC EARNINGS PER SHARE

					
								
	Profit for the period attributable to

					
	ordinary equity holders of the company

	4,278
	N/A

		10,036
	N/A


								
								
	Weighted average number of

					
	ordinary shares in issue ('000)

	            90,000 

	N/A

		72,827

	N/A


								
	Basic Earning per share (Cents)

	               4.75 

	N/A

		13.78
	N/A
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