EQUATOR LIFE SCIENCE BERHAD 

(Company No.: 640850-U)

Incorporated in Malaysia

Notes on the quarterly report – 31 March 2005

A.
EXPLANATORY NOTES AS PER FRS134-INTERIM FINANCIAL REPORTING

A1. Basis of preparation

These interim financial statements are unaudited and have been prepared in accordance with FRS134-Interim Financial Reporting, and the requirements of Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ market. 

The Group completed its acquisitions of operating subsidiaries on 24 March 2005 following the completion of transaction as fully explained in Note A12.

A2.

Audit report

The preceding year annual audited financial statements were not subject to any qualification.

A3.

Seasonal or cyclical factors

The Group’s interim operations were not affected by seasonal or cyclical factors.

A4.

Unusual items

During the current quarter under review, there were no items or events that arose, which affected assets, liabilities, equity, net income or cash flows, that are unusual by reason of their nature, size or incidence.

A5.

Changes in estimates

There were no changes in the estimates of amounts reported that have a material effect on the results in the current quarter under review.

A6.
Issuance, cancellations, repurchases, resale and repayments of debts and equity securities

Save as mentioned below, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter under review. 

In the current quarter ended 31 March 2005, 175,007,980 new ordinary shares of RM0.10 each were issued at an issue price of RM0.10 as settlement for the acquisition as explained in Note A12.
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A7.
Dividends paid

There was no dividend paid during the current quarter under review.

A8.
Segmental information

The Group operates predominantly in one industry and accordingly, there is only geographical and business segmental information to be presented. 

For the individual quarter ended

	Analysis by Geographical Segment
	Europe

RM'000
	Asia Pacific

RM’000
	Malaysia

RM'000
	Group      RM'000

	
	
	
	
	

	External revenue
	3,531
	4,578
	840
	8,949

	 
	
	
	
	

	Less: 

Pre-acquisition revenue
	3,221
	4,176
	766
	8,162 

	
	
	
	
	

	Post-acquisition 

external revenue
	310
	402
	75
	787

	
	
	
	
	


	Analysis by Business Segment
	
	Equator Plants B.V. 

RM'000
	Equator Biotech Sdn Bhd

RM’000
	Group      RM'000

	
	
	
	
	

	Segment results
	
	
	
	

	Finance costs
	
	4
	129
	133

	Income tax expense
	
	-
	638
	638

	 
	
	
	
	

	Profit after tax
	
	115
	2,524
	2,639

	Minority interest
	
	-
	-
	-

	
	
	
	
	

	Net profit for the period
	
	115
	2,524
	2,639

	Less:

Pre-acquisition profit
	
	(105)
	(2300)
	(2,405)

	
	
	
	
	

	Post-acquisition profit
	
	10
	224
	234
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A9.
Basis of Consolidation 

Subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition method of accounting, the results of subsidiaries acquired during the quarter under review are included from the effective date of acquisition. The assets and liabilities of the subsidiaries are measured at their fair values at the date of acquisition. The difference between the cost of acquisition and the fair value of the Group’s share of the net assets of the acquired subsidiaries at the date of acquisition is included in the consolidated balance sheet as goodwill or reserve on consolidation.

A10.
Valuation of Property, Plant and Equipment 

The property, plant and equipment of the Group have not been revalued for the current quarter under review.

A11.
Materials events subsequent to the balance sheet date

There were no material events subsequent to the end of the current quarter under review that have not been reflected in the financial statements, except for those fully explained in Note B8.

A12.
Changes in the composition of the Group

Save as mentioned below, there were no changes in the composition of the Group for the current quarter under review. 

In the current quarter ended 31 March 2005, the Company completed its acquisitions of Equator Biotech Sdn Bhd (together with its wholly-owned subsidiaries, Equator Plants B.V. and Monstera Sdn Bhd) for a purchase consideration of RM17,500,798 satisfied by the issuance of 175,007,980 new ordinary shares of RM0.10 each in Equator at an issue price of RM0.10 per share.

A13.
Changes in contingent liabilities or contingent assets

There were no changes in the contingent liabilities or contingent assets of the Group during the quarter under review.

A14.
Cash and Cash Equivalents

Cash and cash equivalents included in the consolidated cash flow statement consist of:

	
	RM’000

	Cash and bank balances 
	1,389

	Bank overdraft
	(737)

	
	

	Cash and Cash Equivalents
	652
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B.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS

B1. Review of Group results for the current quarter ended 31 March 2005

For the quarter ended 31 March 2005, the Group achieved an unaudited revenue of RM 8.95 million and unaudited profit after tax and minority interest of RM2.64 million (inclusive of pre-acquisition operation ). The strong performance during the quarter is a reflection of a general improvement in the regional economic conditions and an increased level of acceptance of the Group’s products. 

The Group’s net profit for the current quarter ended 31 March 2005, inclusive pre-acquisition profit, was RM2.64 million.

B2.

Variation of results against corresponding quarter of preceding year

There is no comparative in the corresponding quarter of preceding year as this is the Group’s first-year quarterly report as a public company listed on Bursa Securities.

B3.

Current year prospects

The Company will continue to focus on its core competencies and activities and barring any unforeseen circumstances, the Directors are optimistic of achieving satisfactory results for the financial year ending 31 December 2005.

B4.

Profit forecast

The Company did not provide any profit forecast in any public document for the current quarter ended 31 March 2005. As mentioned in Note B3, a profit estimate of RM 6.1 million was provided for the year ended 31 December 2004 in connection with the Company’s Initial Public Offering prospectus launched on 28 April 2005.

B5.
Tax Expense

Income tax expense comprises the following:

	 
	Individual quarter ended
	
	

	 
	
	
	 31 March 2004
	
	
	
	

	
	
	
	 RM’000
	
	
	
	

	In respect of the current period
	
	
	
	
	
	
	

	    Income tax 
	
	
	286
	
	
	
	

	    Deferred tax
	
	
	352
	
	
	
	

	 
	
	
	638
	
	
	
	


The effective tax rate for the current quarter ended 31 March 2005 is lower than statutory due to certain temporary differences were not recognised.
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B6.
Sale of unquoted investments and/or properties

There was no disposal of unquoted investments or properties during the current quarter under review.

B7.
Quoted and marketable securities

There was no purchase or disposal of quoted and marketable securities during the current quarter under review.
B8.
Status of corporate proposal announced 

Listing and quotation
Subsequent to 31 March 2005, the Company issued 60,000,000 new ordinary shares of RM0.10 each in conjunction with its listing exercise. On 25 May 2005, the entire enlarged and paid up share capital of the Company, comprising 235,008,000 ordinary shares of RM0.10 each, are to be listed and quoted on the MESDAQ market of the Bursa Securities.

The gross proceeds raised from the Public Issue of RM30.0 million is to be utilised in the following manner:

	Purpose


	Proposed Utilisation

RM’000
	Actual Utilisation

RM’000
	Unutilised Balance 

RM’000

	Setting-up of corporate office


	1,500
	-
	1,500

	Upgrading of information systems 
	900
	-
	900

	Marketing campaigns in promoting products
	2,000
	-
	2,000

	Expansion of R&D activities and facilities 
	6,500
	-
	6,500

	Working capital
	7,800
	-
	7,800

	Repayment of loans
	4,500
	-
	4,500

	Acquisition of land
	5,000
	-
	5,000

	Estimated listing expenses
	1,800
	-
	1,800

	
	30,000
	
	30,000
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B9.
Borrowings

The Group’s borrowings are as follows:

	
	RM’000

	Trade facilities
	6,360

	Overdrafts
	737

	Term loans
	6,474

	Hire purchase
	154

	
	13,725


B10.
Off balance sheet financial instruments

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

B11.
Material litigation 

As at the date of this report, the Group was not engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings pending or threatened against the Group.

B12.
Dividends 

There was no dividend declared during the quarter under review.

B13.
Earnings per share (“EPS”)

	
	Individual quarter ended

	
	

	
	
	
	31 March 2005
	
	
	
	

	Basic earnings per share
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Net profit for the period (RM’000)
	
	
	234
	
	
	
	

	
	
	
	
	
	
	
	

	Weighted average number shares in issue (‘000)
	
	
	175,008
	
	
	
	

	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	
	
	0.13
	
	
	
	


BY ORDER OF THE BOARD

LEONG SIEW FOONG

MAICSA 7007572

Company Secretary

Johor Bahru

19 May 2005
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