HANDAL RESOURCES BERHAD (816839-X)

UNAUDITED  INTERIM  FINANCIAL  REPORT  FOR  THE  QUARTER   ENDED  31 DECEMBER  2010

NOTES TO THE QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2010
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 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. 
Changes in Accounting Policies
Save as disclosed below, all significant accounting policies and methods of computation adopted for the interim financial statements are consistent with those applied in the audited financial statements for the financial year ended 31 December 2009.

The Group has adopted the following new and revised Financial Reporting Standards (“FRSs”),

Issues Committee ("IC") Interpretations and amendments to FRSs and IC Interpretations which are relevant to the Group’s operations with effect from 1 January 2010 :-

FRS 7 


Financial Instruments : Disclosures

FRS 8 


Operating Segments

FRS 101 

Presentation of Financial Statements (Revised)

FRS 123 

Borrowing Costs (Revised)

FRS 127 

Consolidated and Separate Financial Statements (Revised)

FRS 139 

Financial Instruments : Recognition and Measurement

IC Interpretation 9 
Reassessment of Embedded Derivatives

IC Interpretation 10 
Interim Financial Reporting and Impairment

Amendment to FRS 8, Operating Segments

Amendment to FRS 107, Statement of Cash Flows

Amendment to FRS 108, Accounting Policies, Changes in Accounting Estimates or Errors
A2. 
Changes in Accounting Policies (Cont’d)
Amendment to FRS 110, Events After the Reporting Period
Amendment to FRS 116, Property, Plant and Equipment

Amendment to FRS 117, Leases

Amendment to FRS 118, Revenue

Amendment to FRS 123, Borrowing Costs

Amendments to FRS 132, Financial Instruments : Presentation

Amendment to FRS 134, Interim Financial Reporting

Amendment to FRS 136, Impairment of Assets
Amendment to FRS 138, Intangible Assets

Amendments to FRS 139, Financial Instruments : Recognition and Measurement, FRS7,

Financial Instruments : Disclosures and IC Interpretation 9, Reassessment of Embedded

Derivatives

Amendment to FRS 140, Investment Property

The adoption of the new and revised FRSs, amendments to FRSs and the Issues Committee ("IC") Interpretations has resulted in changes of certain accounting policies and classification adopted by the Group as well as presentation of financial statements as described hereunder :-

(a)  
FRS 101, Presentation of Financial Statements (Revised)

Prior to 1 January 2010, the components of a set of financial statements consisted of a

balance sheet, income statement, statement of changes in equity, cash flow statement

and notes to the financial statements.

Upon the adoption of the revised FRS 101, a set of financial statements shall now comprise a statement of financial position, statement of comprehensive income, statement of changes in equity, statement of cash flows and notes to the financial statements. The statement of comprehensive income consists of profit or loss for the period and other comprehensive income. All non-owner changes in equity previously presented in the consolidated statement of changes in equity are now presented in the statement of comprehensive income as components in other comprehensive income.

The comparative financial information on the consolidated statement of comprehensive

income have been re-presented as summarised below so that it is in conformity with the

revised standard :-
A2. 
Changes in Accounting Policies (Cont’d)
(a) 
FRS 101, Presentation of Financial Statements (Revised)

	
	
	
	
	

	
	
	
	
	Consolidated

	
	
	Consolidated
	
	Statement of

	
	
	Income
	
	Comprehensive

	
	
	Statement
	Effects on
	Income

	
	
	As previously
	adoption of
	

	
	
	reported
	FRS 101
	As restated

	
	
	RM’000 
	RM’000 
	RM’000 

	
	
	
	
	

	Profit for the period 
	
	16,193
	-
	16,193 

	Other comprehensive income
	
	-
	-
	-

	Total comprehensive income
	
	16,193 
	-
	16,193 

	
	
	
	
	

	
	
	
	
	


(b) 
FRS 139 – Financial Instruments : Recognition and Measurement

The adoption of FRS 139 has resulted in financial instruments of the Group to be categorised and measured using the accounting policies summarised below :-

(i) 
Initial recognition and measurement

A financial instrument is recognised in the financial statements when, and only

when, the Group becomes a party to the contractual provisions of the instruments.

A financial instrument is recognised initially at its fair value. In the case of a financial instrument not categorised as fair value through profit or loss, the financial instrument is initially recognised at its fair value plus transaction costs that are directly attributable to acquisition or issue of the financial instrument.
An embedded derivative is recognised separately from the host contract and accounted for as a derivative if, and only if, it is not closely related to the economic characteristics and risks of the host contract and the host contract is not categorised as fair value through profit or loss. In the event that the embedded derivative is recognised separately, the host contract is accounted for

in accordance with the policy applicable to the nature of the host contract.

(ii) 
Financial assets

Financial assets at fair value through profit or loss

Fair value through profit or loss category comprises financial assets that are held for trading including derivatives, unless they are designated as hedges.

Financial assets at fair value through profit or loss are subsequently measured at fair value with gain or loss recognised in profit or loss. This category of financial assets is classified as current assets.
Loans and receivables

Loans and receivables category comprises trade and other receivables and cash and cash equivalents. Financial assets categorised as loans and receivables are subsequently measured at amortised cost using the effective interest method. This category of financial assets is classified as current assets unless the maturities are greater than twelve months in which case they are classified as non-current assets.
(iii) 
Financial liabilities

Financial liabilities of the Group comprise trade and other payables, borrowings

and derivative financial liabilities. All financial liabilities are subsequently measured at amortised cost using effective interest method other than derivative
financial liabilities which are categorised as fair value through profit or loss.

Derivative financial liabilities are subsequently measured at their fair values with

the gain or loss recognised in profit or loss.

(iv) 
Financial guarantee contracts
A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the original

or modified terms of a debt instrument.

The Company has provided financial guarantee to a bank for the guarantee of credit facilities granted to one of  its subsidiaries. The Company monitors the performance of its subsidiaries closely to ensure they meet all their financial obligations. In view that there is minimal risk of default, the Company has not carried the value of the financial guarantee in its books.
Following the adoption of FRS 139, the changes to accounting policies relating to

recognition and measurement of the Group’s financial instruments are as follows :-

(i)  Investments in non-current equity and debt securities instruments

Prior to 1 January 2010, non-current investments in equity and debt securities instruments were stated at cost less allowance for diminution in value which was

other than temporary in nature.

With the adoption of FRS 139, such investments are now categorised as available-for-sale financial assets and measured as follows :-

(a) 
Quoted shares and debt instruments - at fair value through profit or loss

(b) 
Unquoted shares - at cost

(ii) 
Derivative financial instruments

Prior to 1 January 2010, outstanding financial derivatives as at balance sheet date were not recognised in the financial statements. They were only recognised

on settlement dates.

Upon the adoption of FRS 139, derivative financial instruments are recognised in

the financial statements when, and only when, the Group becomes a party to the

contractual provisions of those instruments. A derivative financial instrument is categorised as fair value through profit or loss and measured at its fair value with

gain or loss recognised in profit or loss.

FRS 139 has been applied prospectively in accordance with the transitional provisions of

the standard. In accordance to the transitional provisions for first-time adoption of FRS 139, adjustments arising from re-measuring the financial instruments as at 1 January 2010 were recognised as adjustments of the opening balance of retained profits or other

appropriate reserves. Comparatives are not adjusted.

Since FRS 139 is applied prospectively, its adoption does not affect the profit or loss for

the preceding year corresponding quarter ended 31 December 2009.

(b) 
FRS 139 – Financial Instruments : Recognition and Measurement (Cont’d)

The effects on adoption of FRS 139 on the opening reserves of the Group and other items of the consolidated statement of financial position as at 1 January 2010 are as follows :-
			Balance as at

	Effects on

	Balance as at


			01-Jan-10

	adoption of

	01-Jan-10


			before the

	FRS 139

	after the


			adoption of

		adoption of


			FRS 139

		FRS 139


			RM’000

	RM’000

	RM’000


					
	Retained profits 

		10,016 

	 - 

	10,016 


					

	
	
	
	
	


There was no impact on the financial statement after  adopting of FRS 139 on the current interim financial statements.
The adoption of other new and revised FRSs, Issues Committee (“IC”) Interpretations and amendments to FRSs and IC Interpretations has no financial impact on the current interim financial statements or on the consolidated financial statements of the previous financial year.
A3.
Auditors’ Report on Preceding Annual Financial Statements



The auditors’ report on the preceding audited financial statements of the Company and its subsidiaries for the financial year ended 31 December 2009 were not subject to any qualification.

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 except for the following:-

.

Handal Offshore Services Sdn Bhd, a wholly owned subsidiary of Handal Resources Berhad  has redeemed its RM15 million Medium Term Notes (“MTN”) as it opted for a term loan to refinance its debt. This results in a cheaper and competitive interest rate as compared to the MTN coupon rates.
A7.
Dividend Paid and Distributed 
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) Supply, fabrication & servicing industrial equipments & tank systems
e) Supply of telecommunication & broadcasting system.
f) Consultants in Engineering project support services.
Segmental Reporting

[image: image1.emf]Period ended 31 

December 2010

Integrated crane 

services 

 Fabrication of  

cranes

Workover projects 

lifting solutions

Supply,fabrication 

& servicing 

industrial 

equipments & 

tank systems

Supply of 

telecommunication 

& broadcasting 

system

Consultants In 

Engineering 

project support 

services 

Eliminations Consolidated

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

a

Revenue from

 external customers

56,153               4,879                 15,195                18,969               3,587                  -                     

98,783          

b

Inter-segment revenue

113                     (113)                   -                  

c

Total revenue

56,153               4,879                 15,195                18,969               3,587                  113                     (113)                   98,783            

Results

d

Profit from operations

26,542               599                     11,305                2,840                  1,288                  17                      

42,591          

e

Other operating income

2,035              

f

Administration and

Other operation expenses

(17,413)          

g

Depreciation & amortization

(3,780)            

h

Finance cost

(2,264)            

i

Profit before tax

21,169          

j

Taxation

(4,976)            

k

Profit after tax

16,193          



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

There are no material capital commitment as at the date of this report.

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.
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 a director of the Company have substantial financial interest :-
	Name of Related Parties
	 Nature of Transaction
	Amount of Transaction (RM'000)

	Excell Crane & Hydraulics Inc   ("ECHI")
	Material and spare parts supply
	1,856


NOTES TO THE QUARTER REPORT ON THE CONSOLIDATED RESULTS FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2010

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 – Period ended 31 December 2010
Individual Quarter

Cumulative Period

Preceding Year

    Preceding Year
Current 

Corresponding 

Cumulative 

Corresponding
Quarter 

Quarter

Year to Date

Period
 31 December 10

 31 December 09

 31 December 10

 31 December 09

RM' 000

RM' 000

RM' 000

RM' 000

Revenue

28,040

25,287

98,783

48,958

Gross profits

10,082
8,457

42,591
20,343

Profit before tax

5,363
6,190

21,169
13,769

Profit after tax

3,801
4,261

16,193
10,019

Gross profit margin (%)

36%

33%

43%

42%

Profit before tax margin (%)

19%

24%

21%

28%

Profit after tax margin (%)

14%

17%

16%

20%

The increase in revenue for the current quarter as compared to preceding year corresponding quarter, representing an increase of RM2.75 million or 11% is mainly due to:
(a) Increase in work scope and activities under the current integrated crane services contract and workover projects lifting solutions.
(b) Increased revenue contribution by subsidiary, ie HandsComms Sdn Bhd.
There are no direct comparative figures for the corresponding cumulative period for the preceding year as the Group was formed on 6th May 2009.

	
	


B2.
Material Changes In The Quarterly Results Compared To The Results Of The Preceding Quarter 
The Group’s profit before tax of RM5.36 million in the current quarter is marginally lower compared to RM5.45 million in the preceding quarter mainly due to higher administrative cost incurred in current 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 stabilizing oil prices and the need to retain energy sources. 
Furthermore, Petronas commitment to re-direct capital expenditure to its home market will also provide spin-off benefits and positive prospects for the Group.
The Board of Directors believe that capital spending in the upstream oil and gas sector is expected to remain relatively strong. This belief is based on announcement by the Malaysian Government to improve Malaysia’s oil and gas production as set out in the Economic Transformation Programme. This includes enhancing recovery from existing fields and development of small and marginal fields.
Barring any unforeseen circumstances, the Group will continue to experience business stability and sustain growth as the demand for the oil and gas support services will remain healthy in the foreseeable future. 
.  
B4.
Profit Forecast
The Group has not issued any profit forecast for the current financial period.
B5.
Taxation
					
					For the year

			Current quarter ended

		ended


			 31 December 2010

		 31 December 2010


			RM' 000

		RM' 000


	Current tax 

		                            1,154 

		                       4,568 


					
	Deferred tax 

		                               408    
		                       408                               


					
			                         1,562
		                  4,976 



	
	
	
	


The effective tax rates for current quarter of  29%  is higher than the statutory tax rate of 25%  due to increase in deferred taxation.
The effective tax rates for current period of  24%  is lower than the statutory tax rate of 25% due to Inland Revenue Board allowing Handal Offshore Services Sdn Bhd to offset unabsorbed pioneer losses and unabsorbed pioneer capital allowances against the chargeable income for FYE 2010.
.
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 and utilization of proceeds.
(i) There are no changes on the status of corporate proposals announced on 21st September 2010 for the proposed renounceable rights issue with free detachable warrants and proposed bonus issue except for the following:-
On 21 February 2011, OSK Investment Bank Berhad on behalf of the Board of Directors of Handal (“Board”), announced that the Board had on even date resolved to fix the issue price for the Rights Shares at RM0.52 per Rights Share pursuant to the Rights Issue (“Issue Price”)


The aforementioned Issue Price represents a discount of approximately 39.53% to the theoretical ex-all price of RM0.86 per Handal Share, calculated based on the five (5)-day volume weighted average market price (“VWAP”) of Handal Shares up to 18 February 2011 of RM1.18.


In addition, the Board had also resolved to fix the exercise price of the Warrants at RM0.86 each, being the theoretical ex-all price calculated based on the five (5)-day VWAP of Handal Shares up to 18 February 2011 of RM1.18.

The Controller of Foreign Exchange (via BNM) had, via its letter dated 26 January 2011, approved the issuance of Warrants to our non-resident Entitled Shareholders pursuant to the Corporate Exercises.

(ii) Status of utilization of proceeds from public issue
As at the end of the current quarter and financial year-to-date, the status of utilisation of the proceeds from the public issue 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
	               2,121 
	Within 2 year after listing
	            6,379 
	Available for use

	(ii)
	Working capital
	3,420
	               3,420 
	Within 1 year after listing
	  -   
	Fully utilised 

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

	 
	Total
	13,320
	6,941 
	 
	6,379
	 


*The breakdown of the utilization of business expansion – 
	
	Company
	         RM'000

	
	
	

	(i)
	Acquisition of HESB
	613

	
	
	

	(ii)
	Acquisition of Handrill Sdn Bhd
	315

	
	
	

	(iii)
	Additional investment into HESB
	100

	
	
	

	(iv) 
	 Investment into HandsComms SB
	100

	
	
	

	(v)
	Additional investment into Handrill
	90

	(vi)
	Purchase of material & other overhead
	903

	
	
	

	
	TOTAL
	2,121


B9.
Group Borrowing and Debts Securities

	

	          The Group's borrowing and debts Securities as at 31 December 2010 are as follows: 

Current

Non-Current

Total

RM'000

RM'000

RM'000

     Denominated in Ringgit  Malaysia

     Secured

          11,296 

       23,119 

34,415


	 


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 are proposing a first and final dividend of 3 sen per share for financial year ended 31st December 2010 (tax exempt). The proposed dividend has not been accounted for in the financial statement and is subject to the shareholders approval at the forthcoming Annual General Meeting to be held at a date to be announced later.

B13.
Earnings Per Share 

				Individual Period

		Cumulative Quarter


				                                            Current  Quarter Ended                 31-December-10

	Corresponding Quarter Ended    31-December-09

		Cumulative Year To Date                   31-December-10

	Corresponding Year To Date       31-December-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

	3,801
	4,261 

		16,193
	10,019 


								
	Weighted average number of

					
	ordinary shares in issue ('000)

	90,000

	90,000
		90,000

	55,066


								
	Basic Earning per share (sen)

	4.22
	4.73
		17.99
	18.19



	
	
	
	
	
	
	
	


B14.
Realised and unrealized profits/losses disclosure.
	The retained profits as at 31 December 2010 analysed as follows:-
	
	

	
	
	

	
	
	As At End of

	
	
	Current Quarter

	
	
	

	
	
	31/12/2010

	
	
	RM'000

	Total retained profits of the Company and the subsidiaries:-
	
	

	- Realised
	
	24,721

	- Unrealised
	
	(1,439)

	
	
	23,282

	Less: Consolidation adjustment
	
	1,123

	Total group retained profits as per consolidated income statements
	
	24,405
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Sheet1

				Period ended 31 December 2010		Integrated crane services 		 Fabrication of  cranes		Workover projects lifting solutions		Supply,fabrication & servicing industrial equipments & tank systems		Supply of telecommunication & broadcasting system		Consultants In Engineering project support services 		Eliminations		Consolidated

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

		a		Revenue from

				 external customers		56,153		4,879		15,195		18,969		3,587				- 0		98,783



		b		Inter-segment revenue												113		(113)		- 0





		c		Total revenue		56,153		4,879		15,195		18,969		3,587		113		(113)		98,783



				Results

		d		Profit from operations		26,542		599		11,305		2,840		1,288		17				42,591

		e		Other operating income																2,035



		f		Administration and

				Other operation expenses																(17,413)



		g		Depreciation & amortization																(3,780)

		h		Finance cost																(2,264)

		i		Profit before tax																21,169

		j		Taxation																(4,976)

		k		Profit after tax																16,193







				HOSSB						38,446

				GP %		47%		12%		74%						ERROR:#DIV/0!



				contribution% to revenue 		57%		5%		15%						0%










