EQUATOR LIFE SCIENCE BERHAD 

(Company No.: 640850-U)

Incorporated in Malaysia

Notes on the quarterly report – 30 June 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 accounting policies and methods of computation applied in the preparation of the quarterly financial statements are consistent with those previously adopted in the preparation of the financial statements of the Company and its subsidiary company, those to be adopted in the preparation of the Company’s Prospectus dated 28 April 2005.

The Equator Group of Companies (the “Group”) completed its acquisition of operating subsidiary companies 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

During the current quarter under review, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities except that the  Company has issued 60,000,000 new ordinary shares of RM0.10 each in conjunction with its listing exercise. 

On 25 May 2005, the entire paid up share capital of the Company, comprising 235,008,000 ordinary shares of RM0.10 each, were listed and quoted on the MESDAQ market of the Bursa Malaysia.
In the previous quarter ended March 31, 2005, 175,007,980 new ordinary shares of RM0.10 each were issued at an issue price of RM0.10 as settlement for the acquisitions as explained in A12.
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 segmental information to be presented. 

For the individual quarter ended 30 June 2005
	
	Malaysia
	European Countries
	Other Asia Pacific region
	Elimination
	Consolidated

	
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Revenue
	              929 
	           3,715 
	           3,621 
	-
	             8,265 

	Inter-segment sales
	              601 
	           1,355 
	                  - 
	          (1,956)
	-

	
	 
	 
	 
	 
	 

	Total revenue
	           1,530 
	           5,070 
	           3,621 
	          (1,956)
	             8,265 

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment result
	-
	             (479)
	           2,370 
	-
	1,891 

	Finance costs
	- 
	 
	             (207)
	- 
	               (207)

	
	
	
	
	
	

	Profit/(Loss) before tax
	-
	             (479)
	           2,163 
	                  - 
	             1,684 

	Income tax expense
	
	
	             (502)
	
	(502)

	
	 
	 
	 
	 
	 

	Profit/(Loss) after tax
	- 
	             (479)
	           1,895 
	                  - 
	             1,182


Segmental information (Cont’)

	
	Malaysia
	European Countries
	Other Asia Pacific region
	Elimination
	Consolidated

	
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)

	
	
	
	
	
	

	Capital additions
	              177 
	-
	-
	-
	                177 

	Depreciation and amortisation of property, plant and equipment and plantation development expenditure
	              379 
	                14 
	-
	-
	                393 

	
	
	
	
	
	

	Consolidated Balance Sheet
	
	
	
	
	

	
	
	
	
	
	

	Assets
	
	
	
	
	

	Segment assets
	         66,770 
	                3,898 
	-
	-
	           70,668 

	
	
	
	
	
	

	Liabilities
	
	
	
	
	

	Segment liabilities
	         13,824
	              603 
	-
	-
	           14,427 


Note: There is no disclosure of business segment information as the Group operates principally within one industry.
For the cumulative quarter ended 30 June 2005

	
	Malaysia
	European Countries
	Other Asia Pacific region
	Elimination
	Consolidated

	
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)

	
	
	
	
	
	

	Revenue
	
	
	
	
	                    - 

	Revenue
	              929 
	           3,715 
	           4,644 
	-
	             9,288 

	Inter-segment sales
	              601 
	           1,355 
	                  - 
	          (1,956)
	

	
	 
	 
	 
	 
	 

	Total revenue
	           1,530 
	           5,070 
	           4,644 
	          (1,956)
	             9,288 


	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment result
	-
	             (479)
	           2,604 
	-
	             2,125 

	Finance costs
	- 
	- 
	             (207)
	- 
	               (207)

	
	
	
	
	
	

	Profit/(Loss) before tax
	-
	             (479)
	           2,397 
	                  - 
	             1,918 

	Income tax credit (expense)
	
	
	             (502)
	
	

	
	 
	 
	 
	 
	 

	Profit/(Loss) after tax
	 -
	             (479)
	           1,895 
	                  - 
	             1,416 


	
	Malaysia
	European Countries
	Other Asia Pacific region
	Elimination
	Consolidated

	
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)
	RM (‘000)

	
	
	
	
	
	

	Capital additions
	              177 
	-
	-
	-
	                177 

	Depreciation and amortisation of property, plant and equipment and plantation development expenditure
	              379 
	                14 
	-
	-
	                393 

	
	
	
	
	
	

	Consolidated Balance Sheet
	
	
	
	
	

	
	
	
	
	
	

	Assets
	
	
	
	
	

	Segment assets
	         66,770
	3,898 
	-
	-
	           70,668 

	
	
	
	
	
	

	Liabilities
	
	
	
	
	

	Segment liabilities
	         13,824
	              603 
	-
	-
	           14,427 


Note: There is no disclosure of business segment information as the Group operates principally within one industry.

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.
A12.
Changes in the composition of the Group

During the current quarter under review, there were no changes in the composition of the Group.
In the previous quarter ended March 31, 2005, the Company completed its acquisitions of 100% equity interest in Equator Biotech Sdn. Bhd., a company incorporated in Malaysia.

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.
Significant Related Party Transactions

Significant related party transactions of the Group for the quarter ended 30 June 2005 are as follows:

	
	
	 Individual  
	 Cumulative 

	
	
	 Quarter 
	 Quarter 

	
	
	 30.06.2005 
	 30.6.2005 

	
	
	RM (‘000)
	RM (‘000)

	Corporate Shareholder
	
	

	@ Chiap Hup Agriculture Development Sdn Bhd
	19
	19

	     Purchase of raw materials and consumables
	
	

	
	
	
	

	Other Related Parties
	
	

	* Jeo Jeo Plantation Sdn Bhd
	1,208
	1,208

	    Purchase of young plants materials and consumables
	
	

	
	
	

	* Joe Tech Trading
	139
	139

	    Purchase of pots and consumables
	
	

	
	
	

	* Le Tech Engineering Works
	9
	9

	   Purchase of property, plant and equipment
	
	
	

	
	
	
	

	Notes:
	
	
	

	 @   A substantial shareholder of the Company

	

	
	
	
	

	*  The companies in which a close member of the family of Koh Ah Keng, Koh Yueh Lai and Koh Yueh Leong, directors of the company,and has substantial financial interest.

	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


A15.
Cash and Cash Equivalents

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

	
	As of 30 June 2005



	
	RM’000

	Cash and bank balances 
	2,199

	Fixed deposits
	19,518

	Bank overdraft
	(297)

	
	

	
	21,420

	Less: Fixed deposits pledged with banks
	(5)

	
	

	Cash and cash equivalents
	21,415


B.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS

B1. Review of Group results for the current quarter ended 30 June  2005

For the individual quarter ended 30 June 2005, the Group achieved an unaudited revenue of RM 8.27 million and unaudited profit after tax of RM1.18 million. As the Group completed acquisition of its operating subsidiaries on 24 March 2005, hence, there is no comparative figure from preceding quarter.

B2.

Variation of results against corresponding quarter of preceding year

There is no comparative in the corresponding quarter of preceding year as Equator was listed on the MESDAQ Market of Bursa Securities on 25 May 2005. 
B3.

Current year prospects

The Company will continue to focus on its core competencies and activities. 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 30 June 2005.

B5.
Tax Expense

Income tax expense comprises the following:

	
	Individual quarter ended
	
	Cumulative quarter ended

	 
	 30 June 

2005
	
	 30 June 2004
	
	30 June 2005
	
	30 June 2004

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

	In respect of the current period
	
	
	
	
	
	
	

	    Income tax 
	229
	
	NA
	
	229
	
	NA

	    Deferred tax
	273
	
	NA
	
	273
	
	NA

	 
	
	
	
	
	
	
	

	
	502
	
	NA
	
	502
	
	NA


The effective tax rate for the current quarter ended 30 June 2005 is higher than statutory tax rate due mainly to the certain expenses which are not allowable for tax purposes.

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 

There were no corporate proposals announced, no proceeds raised, during the period under review, except for the below:

Listing and quotation
As of 18 May 2005, the Company issued 60,000,000 new ordinary shares of RM0.10 each in conjunction with its listing exercise. The entire enlarged and paid up share capital of the Company, comprising 235,008,000 ordinary shares of RM0.10 each, were listed on the MESDAQ market of the Bursa Securities on 25 May 2005.
The gross proceeds raised from the Public Issue of RM30.0 million is to be utilised in the following manner as at 30 June 2005:

	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
	4,284
	3,516

	Repayment of loans
	4,500
	4,403
	97

	Acquisition of land
	5,000
	-
	5,000

	Estimated listing expenses
	1,800
	1,800
	-

	
	
	
	

	
	30,000
	10,487
	19,513


B9.
Borrowings

The Group’s borrowings are as follows:

	
	As of 30 June 2005

	
	RM’000

	
	

	Trade facilities
	6,074

	Overdrafts
	297

	
	

	
	6,371


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

	
	Cumulative period ended



	
	30 June 2005
	
	30 June 2004
	
	30 June 2005
	
	30 June 2004

	Basic earnings per share
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Net profit (RM’000)
	1,182
	
	NA
	
	1,416 
	
	NA

	
	
	
	
	
	
	
	

	Weighted average number shares in issue (‘000)
	173,171
	
	NA
	
	173,171
	
	NA

	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	0.68 
	
	NA
	
	0.82
	
	NA



B14.
Proforma Group Financial Summary 

The proforma results of the Group for the period 1 January 2005 to 30 June 2005 are summarised as follows:
	
	Individual Quarter Ended
	Cumulative Quarter Ended

	
	30 June 2005
	30 June 2005

	Revenue
	                              8,265 
	                            17,214 

	Profit From Operations
	                              1,891 
	                              5,301

	Profit Before Tax
	                              1,684 
	                              4,961

	Profit After Tax
	                              1,182
	                              3,821


BY ORDER OF THE BOARD

[Ms. Leong Siew Foong   ] (MAICSA 7007572)

Company Secretary

Johor Bahru

30 August 2005

The Directors of the Company are of the opinion that all the transactions above have been entered into in the normal course of business and have been established on terms and conditions that are no less favorable than those arranged with independent third parties. 
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