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PROLEXUS BERHAD (250857-T)

(Incorporated in Malaysia)

Interim report for the financial period ended 31 October 2006

(The figures have not been audited)

CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	As At
	
	As At

	
	
	31 October 2006
	
	31 July 2006          (Audited)

	
	
	RM’000
	
	RM’000

	ASSETS
	
	
	
	

	Non-Current Assets
	
	
	
	

	Property, plant and equipment
	
	31,282
	
	31,586

	Prepaid lease payments
	
	1,054
	
	1,060

	Investments
	
	11,596
	
	11,684

	Intangible assets
	
	3,103
	
	2,677

	
	
	                47,035
	
	47,007

	
	
	
	
	

	Current Assets
	
	
	
	

	Inventories
	
	25,655
	
	23,650

	Trade receivables
	
	19,488
	
	21,263

	Other receivables, deposits and prepayments
	
	4,302
	
	5,865

	Amount due from an associated company
	
	11
	
	11

	Tax recoverable
	
	1,811
	
	2,551

	Fixed deposits with licensed banks
	
	3,556
	
	1,708

	Cash and bank balances
	
	3,814
	
	3,391

	
	
	58,637
	
	58,439

	
	
	
	
	

	TOTAL ASSETS
	
	105,672
	
	105,446

	
	
	
	
	

	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	

	Equity attributable to equity holders of the parent
	
	
	
	

	
	
	
	
	

	Share capital
	
	40,000
	
	40,000

	Treasury shares
	
	(1,879)
	
	(1,920)

	Reserves
	
	2,132
	
	1,735

	
	
	40,253
	
	39,815

	Minority interests
	
	3,636
	
	4,192

	Total equity
	
	43,889
	
	44,007

	
	
	
	
	

	Non-current liabilities
	
	
	
	

	Deferred taxation
	
	743
	
	377

	Long term liabilities
	
	26,326
	
	27,552

	
	
	27,069
	
	27,929

	Current Liabilities
	
	
	
	

	Trade payables
	
	13,492
	
	9,564

	Other payables and accruals
	
	8,495
	
	10,257

	Provision for taxation
	
	-
	
	83

	Bank borrowings
	
	12,727
	
	13,606

	
	
	34,714
	
	33,510

	
	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	105,672
	
	105,446

	
	
	
	
	

	Net assets per share (RM)
	
	1.23
	
	1.22


The Condensed Consolidated Balance Sheet should be read in conjunction with the Group’s Audited

 Financial Statements as at 31 July 2006. The accompanying notes are an integral part of this balance sheet.

PROLEXUS BERHAD (250857-T)

(Incorporated in Malaysia)

Interim report for the financial period ended 31 October 2006

(The figures have not been audited)

CONDENSED CONSOLIDATED INCOME STATEMENT 

	
	
	    3 months period ended
	
	   3 months period ended

	
	
	    31 October
	
	    31 October

	
	
	         2006
	           2005
	
	        2006
	           2005

	
	
	    RM’000
	     RM’000
	
	   RM’000
	     RM’000

	
	
	
	    
	
	
	    

	
	
	
	
	
	
	

	Revenue
	
	46,959
	44,374
	
	46,959
	44,374

	Cost of sales
	
	       (40,955)
	     (39,265)
	
	       (40,955)
	     (39,265)

	Gross profit
	
	        5,964
	        5,109
	
	        5,964
	        5,109

	Other operating income
	
	            35 
	             95
	
	             35 
	             95

	Administrative expenses
	
	  (3,480)         
	       (3,427)
	
	  (3,480)         
	       (3,427)

	Selling and distribution expenses
	
	(2,037)
	        (1,929)
	
	(2,037)
	        (1,929)

	Operating profit/(loss)
	
	         482 
	           (152)
	
	         482 
	           (152)

	Interest income
	
	         151
	          268
	
	         151
	          268

	Finance cost
	
	        (366)   
	          (834)
	
	        (366)   
	          (834)

	Profit/(loss) before taxation
	
	         267   
	          (718)
	
	         267   
	          (718)

	Taxation
	
	          -    
	             -
	
	          -    
	             -

	Profit/(loss) for the period
	
	         267
	            (718)
	
	         267
	            (718)

	
	
	
	
	
	
	

	Attributable to:
	
	
	
	
	
	

	Equity holders of the parent
	
	          438
	          (983)
	
	          438
	          (983)

	Minority interests
	
	          (171)
	         265
	
	          (171)
	          265

	
	
	          267
	          (718)
	
	          267
	          (718)

	
	
	
	
	
	
	

	Earnings per share attributable to equity holders of the parent:
	
	
	
	
	
	

	Basic earning/(loss) per share (sen)
	
	1.21
	(2.56)
	
	1.21
	(2.56)

	Diluted earning/(loss) per share (sen)
	
	1.21
	(2.56)
	
	1.21
	(2.56)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Group’s Audited
Financial Statements as at 31 July 2006. The accompanying notes are an integral part of this statement.



PROLEXUS BERHAD (250857-T)

(Incorporated in Malaysia)

Interim report for the financial period ended 31 October 2006

(The figures have not been audited)

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

	
	Non-distributable
	
	Distributable
	
	

	
	Share Capital
	Treasury Shares
	Asset Revaluation Reserve
	Foreign

Exchange

Reserve
	Retained

 Profits
	Minority

Interest
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	At 1 August 2006
	40,000
	  (1,920)
	1,431
	  62
	    242
	4,192
	    44,007

	
	
	
	
	
	
	
	

	Net profit/(loss)  for the period

Net gain/(loss) not recognized
	-

-
	-

-
	-

 -    
	-

(41)
	      438
-
	    (171)
-
	    267
      (41)

	
	
	
	
	
	
	
	

	Purchase of own shares
	-
	(121)
	-
	-
	-
	-
	  (121)

	
	
	
	
	
	
	
	

	Disposal of Treasury shares
	-
	162
	-
	-
	-
	-
	    162

	
	
	
	
	
	
	
	

	Purchase of additional shares in subsidiaries
	-
	-
	            -
	           -
	-
	   (385)
	     (385)

	
	
	
	
	
	
	
	

	Dividend paid
	-
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	
	

	At 31 October 2006
	40,000
	(1,879)
	1,431
	    21
	  680
	3,636
	    43,889

	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	

	At 1 August 2005
	40,000
	(647)
	1,437
	16
	  3,380
	   3,769
	       47,955
	

	
	
	
	
	
	
	
	

	Net profit/(loss) for the period

Net gain/(loss) not  recognized


	-

-
	-

-
	             -

              -
	-

(24)
	    (983)

    -
	265
(23)
	        (718)

          (47)
	

	Purchase of own shares
	-
	(526)
	-
	-
	    -
	-
	        (526)

	
	
	
	
	
	
	
	

	Dividend paid


	-
	-
	-
	-
	    -
	-
	   -

	At 31 October 2005
	40,000
	(1,173)
	1,437
	  (8)
	     2,397
	4,011
	     46,664

	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Group’s Audited Financial Statements as at 31 July 2006. The accompanying notes are an integral part of this statement.



PROLEXUS BERHAD (250857-T)

(Incorporated in Malaysia)

Interim report for the financial period ended 31 October 2006

(The figures have not been audited)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT 

	
	
	 3 months period ended

31 October 

2006
	3 months 

period ended 

31 October 

2005

	
	
	RM’000
	RM’000

	
	
	
	

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	
	

	Profit/(loss) before taxation
	
	   267 
	            (718)

	Adjustments for non-cash items
	
	      1,323
	     1,811

	Operating profit before working capital changes
	
	      1,590
	     1,093

	Net changes in working capital
	
	      3,882
	     (1,750)

	Cash generated from/(used in) operations
	
	      5,472
	        (657)

	Income tax refund
	
	         657         
	             544

	Interest paid
	     
	         (366)
	   (834)

	Net cash generated from/(used in) operating activities
	
	       5,763
	         (947)

	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES

    Acquisition of property, plant and equipment
	
	         (804)
	     (410) 

	Acquisition of subsidiary company

Interest received


	
	          (860)
          151
	                -
               268

	Net cash used in investing activities
	
	       (1,513)
	            (142)

	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	

	Bank borrowings

Associated company

Effects of exchange rate changes

Dividend paid
	
	          (2,105)
               (41)
                  -  
	          33
          -

          -

	Hire purchase creditors
	
	           (29)
	(29)

	Disposal of Treasury shares
	
	         162
	    -

	Purchase of own shares
	
	         (121)
	(526)

	Net cash used in  financing activities
	
	       (2,134)
	(522)

	
	
	
	

	NET INCREASE IN CASH AND CASH EQUIVALENTS
	
	       2,116
	(1,611)

	
	
	
	

	CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
	
	        5,094
	7,023

	
	
	
	

	
	
	
	

	CASH AND CASH EQUIVALENTS AT END OF PERIOD 
	
	        7,210
	5,412

	
	
	
	



PROLEXUS BERHAD (250857-T)

(Incorporated in Malaysia)

Interim report for the financial period ended 31 October 2006

(The figures have not been audited)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT 

CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the consolidated cash flow statement comprise the following amount:

	
	
	
	
	As At
	As At

	
	
	
	
	31 October
2006
	31 October
 2005

	
	
	
	
	RM’000
	RM’000

	
	
	
	
	
	

	Fixed deposits with licensed banks
	
	
	
	3,556
	2,174

	Cash and bank balances
	
	
	
	3,814
	3,801

	Bank overdraft
	
	
	
	   (160)
	   (563)

	
	
	
	
	7,210
	5,412


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Group’s Audited Financial Statements as at 31 July 2006. The accompanying notes are an integral part of this statement.


PROLEXUS BERHAD (250857-T)

(Incorporated in Malaysia)

Interim report for the financial period ended 31 October 2006

(The figures have not been audited)                                     

EXPLANATORY NOTES

1. Basis of preparation

This interim financial report is unaudited and has been prepared in accordance with FRS 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 July 2006. These explanatory notes attached to the interim financial report provides an explanation of the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 July 2006.

The interim financial report has been prepared in accordance with the same accounting policies adopted in the annual financial statement for the year ended 31 July 2006, except for the accounting policy changes that are expected to be reflected in the annual financial statements for the year ending 31 July 2007. Details of these changes in accounting policies are set out in Note 2.
2.
Adoption of new and revised Financial Reporting Standards

The Group has adopted all the 18 new and revised Financial Reporting Standards (“FRS”) issued by the Malaysian Accounting Standards Board (“MASB”) that are relevant to its operations effective from accounting periods beginning on 1 August 2006.

These impact of these new and changes in accounting policies is disclosed in Note 3 below.

3.
Summary of new and changes in accounting policies

The adoption of these new and revised FRS has resulted in changes to the Group’s accounting policies in the following areas that have affected the amounts reported for the current or prior years:

a. Business Combinations (FRS 3), Impairment of Assets (FRS 136) and Intangible Assets (FRS 138)
The adoption of  these new FRS have resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in profit or loss and subsequent reversal is not allowed. Prior to 1 August 2006, goodwill was amortised on a straight line over its estimated life of ten years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement is on or after 1 August 2006. The transitional provision of FRS 3, however, has required the Group to eliminate at 1 August 2006 the carrying amount of the accumulated amortisation with a corresponding decrease in goodwill. The carrying amount of goodwill after eliminating accumulated amortisation and accumulated impairment losses as at 1 August 2006 of RM2,677,000 ceased to be amortised. This has the affect of reducing the amortisation charges by RM96,000 in the current quarter ended 31 October 2006.


b.
Presentation of Financial Statements (FRS 101)

The adoption of FRS 101 has affected the presentation of minority interest and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.
The presentation of minority interest in the consolidated balance sheet, income statement and statement of changes in equity for the comparative period has been restated accordingly.




c.
Property, plant and equipment

FRS116 requires the review of the residual value and remaining useful life of each item of property, plant and equipment at least at each financial year-end. The Group has reviewed the residual value and the remaining useful lives of certain property, plant and equipment and found that there were no changes in estimates that would give rise to material effect in the current quarter results.



d.
Leases

The adoption of FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold lands. The up-front payments made for the leasehold lands represent prepaid lease payments and are amortised on a straight-line basis over the lease term. Prior to 1 August 2006, leasehold lands were classified as property, plant and equipment and were stated at valuation less accumulated depreciation and impairment loss. The leasehold lands were last revalued in 1993.
Upon the adoption of FRS 117 at 1 August 2006, the unamortized revalued amount of leasehold lands are retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold lands as prepaid lease payments has been accounted for retrospectively and comparative amounts as at 31 October 2006 have been restated.
4.
Audit qualification

The audit report of the Group’s preceding year financial statements was not qualified.

5.
Seasonality or cyclical operations

The Group is not affected by seasonality or cyclicality of operation.

6.
Unusual items

There were no unusual items affecting assets, liabilities, equity, net income and cash flows for the current financial period. 
7.
Material changes in estimates of amounts reported

There were no changes in estimates of amounts reported in prior interim period or financial year that have a material effect in the current financial period.

8.
Debt and equity securities

A total of 200,000 shares of Prolexus Berhad were repurchased during the current quarter and were retained as treasury shares pursuant to the Shares Buy Back Scheme. The average price paid for the shares repurchased during the current quarter was RM0.60 per share. The repurchase transactions were financed by internally generated funds. In addition, a total of 200,000 treasury shares were sold during the current quarter at an average price of RM0.81 per share.
Other than the above, there were no issuance and repayment of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the three months period ended 31 October 2006.

9.
Dividends paid


There was no dividend paid during the current financial quarter and the corresponding period of the preceding year.


10.
Segmental reporting

Segment information is presented in respect of the Group’s business segments:

	
	Manufacturing
	Marketing

&

Retailing
	Advertising Services
	Elimination
	Consolidated 

Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	    3 months period ended

    31 October 2006
	
	
	
	
	

	
	
	
	
	
	

	REVENUE
	
	
	
	
	

	External sales
	45,342
	     104
	1,513
	-
	46,959

	Inter-segment sales
	 -
	     324
	      -
	    (324)
	               -

	Total revenue
	45,342
	     428
	1,513
	(324)
	46,959

	
	
	
	
	
	

	RESULT
	
	
	
	
	

	Segment results
	1,538
	    (210)
	    (170)
	  (159)
	999

	Unallocated expenses
	
	
	
	
	(517)

	Operating profit
	
	
	
	
	482

	Interest Income 
	
	
	
	
	    151

	Finance cost
	
	
	
	
	    (366)

	Profit before taxation
	
	
	
	
	267

	
	
	
	
	
	

	
	
	
	
	
	

	
	Manufacturing
	Marketing

&

Retailing
	Advertising Services
	Elimination
	Consolidated 

Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	    3 months period ended

    31 October 2005
	
	
	
	
	

	
	
	
	
	
	

	REVENUE
	
	
	
	
	

	External sales
	42,283
	89
	2,002
	-
	44,374

	Inter-segment sales
	770
	290
	-
	  (1,060)
	          -

	Total revenue
	43,053
	379
	2,002
	(1,060)
	44,374

	
	
	
	
	
	

	RESULT
	
	
	
	
	

	Segment results
	         236
	  (558)
	      560
	     190
	428

	Unallocated expenses
	
	
	
	
	  (580)

	Operating loss
	
	
	
	
	(152)

	Interest Income 
	
	
	
	
	             268

	Finance cost
	
	
	
	
	(834)

	Loss before taxation
	
	
	
	
	(718)


The
 activities of the Group are primarily located in Malaysia and as such segmental reporting by geographical area is not presented.

The directors are of the opinion that all inter-segment transactions have been entered into in the normal course of business and the terms of which have been established on a negotiated basis that are not materially different from that obtainable in transactions with unrelated parties.  Those transactions are eliminated on consolidation.

11.
Property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from the previous audited financial statements.


12.
Material events subsequent to the end of financial period

As at 27 December 2006, there were no material events subsequent to the end of the current financial period-to-date that have not been reflected in the financial statements for the said period.
13.
Changes in composition of the Group

There were no material changes in the composition of the Group during the three months period ended 31 October 2006 save for the additional investment in 500,000 shares at RM1 per share in subsidiary company, HiQ Media (Malaysia) Sdn Bhd on 17 August 2006. The additional investment increases the Company’s interest in HiQ Media (Malaysia ) Sdn Bhd by 4.167% to  69.92%. On the same date, the Company also acquired 360,000 shares in Laser Capital Holdings Sdn Bhd  at RM1 per share to increase its interest in Laser Capital Sdn Bhd  by 5.73% to 57.64%.
14.
Contingent liabilities

There were no significant changes in contingent liabilities since the last annual balance sheet date. 

15.
Review of performance of the Company and its principal subsidiaries

Revenue of the Group for the current quarter of RM46,959,000 decreased by RM5,790,000 when compared to that of the preceding quarter and increased by RM2,585,000 when compared to that of the corresponding quarter of the preceding financial year. The decrease in revenue is mainly attributable to the lower orders placed by customers of the garment manufacturing division.                                                                                                

16.
Variation of results against immediate preceding quarter

The Group recorded a profit before tax of RM267,000 for the current quarter as compared to a profit of RM278,000 for the immediate preceding quarter. This is despite a decrease in turnover over that of the immediate preceding quarter and the maintenance of the profitability is mainly due to improved efficiencies at the garment manufacturing division.
17.
Current year prospects

The Group expects improvement in its performance during the forthcoming quarters.

18.
Profit forecast

The Group did not make any profit forecast or profit guarantee during the current financial period.

19.   Unquoted investments and properties
There was no disposal of unquoted investment and/or properties for the current quarter and financial year to-date.

20.
Quoted securities

(a)  There was no trading of quoted securities for the three months period ended 31 October 2006.

       (b)  Total investments in quoted securities as at 31 October 2006 are as follows:

	
	       
	      
	       
	       RM’000

	Quoted in Malaysia
	
	
	
	

	
	
	
	
	

	At cost
	
	
	
	900

	Net book value
	
	
	
	420

	
	
	
	
	

	At market value
	              
	                   
	             
	480



21.
Status of corporate proposal

At the 14th Annual General Meeting on 8 December 2006, the shareholders of the Company approved the following resolution:

  “Renewal of authority for the Company to purchase its own shares, particular of which were circulated to       shareholders on 09 November 2006.”
22.  Borrowings

Details of the Group’s borrowings as at 31 October 2006 are as follows:

	
	
	Short Term
	
	Long Term

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Secured
	
	12,727
	
	1,326

	Unsecured
	
	-
	
	25,000

	Total
	
	12,727
	
	26,326


There was no borrowing denominated in foreign currency as at 31 October 2006.

23.
Financial instruments

As at 20 December 2006 (being a date not earlier than 7 days from the date of issuance of this interim report), forward foreign exchange sale and buy contracts that were entered into by certain subsidiary companies amounted to USD9,077,000 and USD1,437,000 respectively. These contracts were entered into as hedges for committed sales and purchases denominated in USD to minimize the exposure of potential changes in foreign exchange rates. The maturity periods of these contracts range from December 2006 to May 2007.

The gains and losses arising from forward contracts are dealt with through the Income Statement.

The credit risk is minimal as the contracts were entered into with reputable banks.

24.
Material litigation

There was no material litigation pending since the last annual balance sheet date.

25.
Dividend

 The Board has not yet recommended the payment of any dividend for the financial period ended 31 October 2006.

At the 14th Annual General Meeting on 8 December 2006, the shareholders of the Company approved the payment of a first and final dividend of 1 sen per ordinary share, less tax of 27% amounting to RM292,000 for the financial year ended 31 July 2006. This compares to the first and final tax exempt dividend of 1 sen per ordinary share amounting to RM400,000 paid for the financial year ended 31 July 2006.

The dividend will be paid on 18 January 2007 to shareholders on the Register of the Company at the close of business on 30 December 2006.


26.
Earnings per share

(a) Basic earnings/(loss) per share

	
	3 months ended
	
	3 months ended

	
	31 October
	
	31 October

	
	2006
	2005
	
	2006
	2005

	
	
	
	
	
	

	Net profit/(loss) attributable to shareholders (RM’000)
	438
	     (983)
	
	438
	     (983)

	Weighted average number of ordinary shares in issue (‘000)
	36,116
	     38,336
	
	36,116
	     38,336

	
	
	
	
	
	

	Basic earnings/(loss) per share (sen)
	1.21
	(2.56)
	
	1.21
	(2.56)

	
	
	
	
	
	


(b) Diluted earnings/(loss) per share


















	Net profit/(loss) attributable to shareholders (RM’000)
	438
	(983)
	
	438
	 (983)

	Weighted average number of ordinary shares in issue (‘000)
	36,116
	38,336
	
	36,116
	38,336

	Adjusted for:
	
	
	
	
	

	Assumed exercise of ESOS(‘000)
	
	 -
	
	
	-

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	36,116
	38,336
	
	36,116
	38,336

	Diluted earnings/(loss) per share (sen)
	1.21
	  (2.56)
	
	1.21
	(2.56)


27.
Authorisation for issue

On 27 December 2006, the Board of Directors authorized the issue of this interim report.

By Order of the Board

PROLEXUS BERHAD (250857-T)
Lee Peng Loon









Company Secretary 

(MACS 01258)

27 December 2006
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