GREENYIELD BERHAD
(Company No. 582216-T)

(Incorporated in Malaysia)
Notes on the quarterly report – 31 July 2006 
A.
EXPLANATORY NOTES AS PER MASB 26

A1.
Basis of preparation 


The interim unaudited financial statements have been prepared in compliance with the Malaysian Accounting Standards Board (“MASB”) Standard No. 26 “Interim Financial Reporting”, renamed as Financial Reporting Standard (“FRS”) 134 “Interim Financial Reporting” and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad for the MESDAQ Market. As this is the first quarterly reporting drawn up as a publicly listed company, no comparative figures are presented.

A2.
Summary of significant accounting policies

(a) 
Basis of accounting 

The financial statements of the Group and of the Company are prepared on the historical cost basis except as disclosed in the notes to these financial statements and in compliance with the provisions of the Companies Act, 1965 and applicable approved accounting standards in Malaysia.

(b)
Basis of consolidation 


Subsidiaries are those enterprises controlled by the Company.  Control exists when the Company has the power, directly or indirectly, to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities.  The financial statements of subsidiaries are included in the consolidated financial statements from the date that control effectively commences until the date that control effectively ceases.  The subsidiaries are consolidated using the acquisition method of accounting.

A subsidiary is excluded from consolidation when either control is intended to be temporary if the subsidiary is acquired and held exclusively with a view of its subsequent disposal in the near future and it has not previously been consolidated or it operates under severe long term restrictions which significantly impair its ability to transfer funds to the Company.  Subsidiaries excluded on these grounds are accounted for as investments.

Under the acquisition method of accounting, the results of subsidiaries acquired or disposed  during the period are included from the date of acquisition or up to the date of disposal.  At the date of acquisition, the fair values of the subsidiaries’ net assets are determined and these values are reflected in the Group’s financial statements. The difference between the acquisition cost and the fair values of the subsidiaries’ net assets is reflected as goodwill or negative goodwill as appropriate.

Intragroup transactions and balances and the resulting unrealised profits are eliminated on consolidation. Unrealised losses resulting from intragroup transactions are also eliminated unless cost cannot be recovered.

A2.
Summary of significant accounting policies (continued)

(c)
Property, plant and equipment

Freehold land is stated at cost less impairment loss if any.  All other property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses if any.

The Group revalues its property comprising land and buildings every 5 years and at shorter intervals whenever the fair value of the revalued assets are expected to differ materially from their carrying value.

Surpluses arising from revaluation are dealt with in the property revaluation reserve account.  Any deficit arising is offset against the revaluation reserve to the extent of a previous increase for the same property.  In all other cases, a decrease in carrying amount is charged to the income statement.

Property, plant and equipment retired from active use and held for disposal are stated at the carrying amount at the date when the asset is retired from active use, less impairment losses, if any.

Depreciation


Freehold land is not amortised. Leasehold land is amortised in equal instalments over the remaining lease period of 82 years while buildings are depreciated on a straight-line basis over the shorter of 50 years or leasehold period. 

The straight-line method is used to write off the cost of the other assets over the term of their estimated useful lives at the following principal annual rates:



Plant and machinery
8%



Motor vehicles
10%



Computer
8%




Renovation

8%



Furniture and fittings, office equipment




 air-conditioner, empty cylinder and 



   electrical installation
8%

(d)
Intangible asset

Goodwill

Goodwill represents the excess of the cost of acquisition over the fair values of the net identifiable assets acquired and is stated at cost less accumulated amortisation and accumulated impairment losses. (refer Note A2(h))

Goodwill is amortised from the date of initial recognition over its estimated useful life of not more than 10 years. 

Negative goodwill represents the excess of the fair values of the net identifiable assets acquired over the cost of acquisition.

Negative goodwill, not exceeding the fair values of non-monetary assets acquired is recognised in the income statement over the weighted average useful life of those assets that are depreciable/amortisable. Negative goodwill in excess of the fair values on the non-monetary assets acquired is recognised immediately in the income statement.

A2.
Summary of significant accounting policies (continued)

(d)
Intangible asset (continued)

Goodwill (continued)

To the extent that negative goodwill relates to expectation of future losses and expenses that are identified in the plan of acquisition and can be measured reliably, but which are not identifiable liabilities at the date of acquisition, that portion of the negative goodwill is recognised in the income statement when the future losses and expenses are recognised.

Trade marks


Trade marks are stated at cost less accumulated amortisation and are amortised on a straight line basis over a period of 20 years.

(e)
Inventories

Inventories are stated at the lower of cost and net realisable value and are determined on a first-in-first-out basis (FIFO) and include all direct expenditure incurred in bringing the inventories to their present location and condition.

(f) 
Trade and other receivables

Trade and other receivables are stated at cost less allowance for doubtful debts.

(g)
Cash and cash equivalents

Cash and cash equivalents consists of cash in hand, balances and deposits with licensed banks and highly liquid investments which have an insignificant risk of changes in value. For the purpose of the cash flow statement, cash and cash equivalents are presented net of bank overdrafts and pledged deposits.  

(h)
Impairment


The carrying amount of assets, other than inventories and financial assets (other than investments in subsidiaries), are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable amount is estimated. An impairment loss is recognised whenever the carrying amount of an asset or the cash-generating unit to which it belongs exceeds its recoverable amount. Impairment losses are recognised in the income statement.

The recoverable amount is the greater of the asset’s net selling price and its value in use. In assessing value in use, estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss in respect of goodwill is not reversed unless the loss was caused by a specific external event of an exceptional nature that is not expected to recur and subsequent external events have occurred that reverse the effect of that event. 

A2.
Summary of significant accounting policies (continued)

(h)
Impairment (continued)


An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount and is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised. The reversal is recognised in the income statement.

(i)
Liabilities


Borrowings and trade and other payables are stated at cost.

(j)
Assets acquired under hire purchase agreements

Hire purchase

Assets acquired under hire purchase arrangements which transfer substantially all the risks and rewards of ownership to the Group are capitalised as plant and equipment and the corresponding obligations are treated as liabilities. The plant and equipment capitalised are depreciated on the same basis as owned assets.

(k)
Income tax


Tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the income statement except to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.
                                                                                                                              


Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.


Deferred tax is provided, using the liability method, on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the financial statements.  Temporary differences are not recognised for goodwill not deductible for tax purposes and the initial recognition of assets or liabilities that at the time of the transaction affects neither accounting nor taxable profit. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised.

(l)
Employee benefits

(i)
Short term employee benefits



Wages, salaries and bonuses are recognised as expenses in the year in which the associated services are rendered by employees of the Group. Short term accumulating compensated absences such as paid annual leave are recognised when services are rendered by employees that increase their entitlement to future compensated absences, and short term non-accumulating compensated absences such as sick leave are recognised when absences occur.  Where payment or settlement is deferred and the effect would be material, these amounts are stated at their present values.

A2.
Summary of significant accounting policies (continued)

(l)
Employee benefits (continued)

(ii)
Defined contribution plans

Obligations for contributions to defined contribution plans are recognised as an expense in the income statement as incurred.


(m) 
Foreign currency 

Transactions in foreign currencies are translated to Ringgit Malaysia at rates of exchange ruling at the date of the transactions. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated to Ringgit Malaysia at the foreign exchange rates ruling at that date.  Foreign exchange differences arising on translations are recognised in the income statement.  Non-monetary assets and liabilities denominated in foreign currencies, which are stated at historical cost, are translated to Ringgit Malaysia at the foreign exchange rates ruling at the date of the transactions.

The closing rates used in the translation of foreign currency monetary assets and liabilities are as follows:


1USD
RM3.63



1EURO
RM4.62


(n)
Revenue

i)
            Goods sold

Revenue from sale of goods is measured at the fair value of the consideration receivable and is recognised in the income statement when the significant risks and rewards of ownership have been transferred to the buyer.


ii)
Interest income


Interest income is recognised in the income statement as it accrues, taking into account the effective yield on the asset.

 (o)
Financing costs


All interest and other costs incurred in connection with borrowings are expensed as incurred. 

The interest component of hire purchase payments is recognised in the income statement so as to give a constant periodic rate of interest on the outstanding liability at the end of each accounting period.

A3.
Significant Event

The Company has on 15 August 2006 entered into a sponsorship agreement with AmMerchant Bank Berhad whereby Greenyield has appointed AmMerchant Bank Berhad to act as sponsor from the date of listing of Greenyield until 31 July 2008.

The Company has on 17 August 2006 entered into an underwriting agreement with AmMerchant Bank Berhad and Alliance Investment Bank Berhad to underwrite 3,000,000 shares which will be made available for application under the public offer and 4,000,000 shares which will be made available for application by the eligible directors and employees of the Group, and other persons who have contributed to the success of the Group.

Greenyield Holdings Sdn Bhd, Tham Foo Keong and Tham Foo Choon collectively (“Promoters”) have entered into a Debt Guarantee Agreement with Greenyield on 23 August 2006 to warrant the collection of all the trade receivables of the Group that are in dispute, under legal course of action or exceeding four (4) months as at  31 July 2006, which amounted to RM2.055 million. The debt guarantee is secured by an irrevocable, unconditional and enforceable bank guarantee facility granted by Ambank (M) Berhad to the Promoters in favour of Greenyield, undertaking to pay the guaranteed amount of RM2.055 million on demand. On 28 August 2006, Greenyield had called upon the bank guarantee and the amount of RM2.055 million has been paid to Greenyield on 29 August 2006 in settlement of all the trade receivables of the Group that were in dispute, under legal course of action or exceeding 4 months as at 31 July 2006. 

The  Company issued its Prospectus in connection with its initial public offering on the MESDAQ Market on 27 September 2006.  The closing date of the initial public offering is 5 October 2006.

A4.
Auditors’ Report


There were no audit qualifications on the preceding year's annual audited financial statements and the audited financial statements for the 8 months ended 31 March 2006.
A5.
Seasonality or cyclicality of interim operations


The Group’s sales and therefore its revenue is seasonal.  During the wintering season for rubber trees, which typically occurs from February to April in Malaysia and Thailand, sales of the RRIMFLOW system and Ethephon Plus to the domestic market and export sales to Thailand are generally slow.  Sales of the RRIMFLOW system and Ethephon Plus are also affected by prolonged periods of heavy rain or drought as the customers are usually advised against using stimulation systems during such periods since they are unlikely to be able to tap the rubber trees because of the weather conditions and therefore unable to fully benefit from the stimulation systems.  If there is no prolonged rainy season or drought, stronger sales are usually registered in the months of May to September.  In view of the above, one of the major factors which causes the revenue and profitability of the Group to fluctuate is inclement weather.

A6.
Unusual items


There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the current quarter under review, except as follows.

On 28 August 2006, Greenyield had called upon the bank guarantee and the amount of RM2.055 million has been paid to Greenyield on 29 August 2006 in settlement of all the trade receivables of the Group that were in dispute, under legal course of action or exceeding 4 months as at 31 July 2006.
A7.
Material changes in estimates


There were no changes in estimates, which have a material effect during the current quarter under review.

A8.
Debt and equity securities


There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current quarter under review.

A9.
Dividends 


No dividends have been paid or declared during the current quarter under review.

A10.
Segmental reporting


Business Segment

The principal activities of the Group are primarily focused on the development, manufacture and marketing of agricultural products and services based on agro-technology.  The Group is also engaged in the manufacturing and marketing of plastic-related and wood-related products.  Segment information is presented in respect of the Group’s revenue generated from the sales of plantation products and non-plantation products.

	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	 Preceding 
	
	
	 Preceding 

	
	
	
	 Current 
	 Year 
	
	 Current 
	 Year 

	
	
	
	 Year 
	Corresponding 
	
	 Year 
	Corresponding 

	
	
	
	 Quarter 
	 Quarter 
	
	 To date 
	 Period 

	
	
	
	
	
	
	
	

	
	
	
	 31 July 2006 
	 31 July 2005 
	
	 31 July 2006 
	 31 July 2005 

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

	
	
	
	
	
	
	
	

	Plantation  Products
	             9,517 
	                        -   
	
	           17,440 
	                        -   

	Non-Plantation Products
	                585 
	                        -   
	
	             2,404 
	                        -   

	
	
	
	               10,102 
	                          -   
	
	               19,844 
	                          -   


A11.
Valuation of property, plant and equipment


There were no changes in the valuation of the property, plant and equipment of the Group during the current quarter under review.

A12.
Material events subsequent to the end of the quarter


On 28 August 2006, Greenyield called on a bank guarantee to pay the Group a sum of RM 2.055 million, as the final payment for the Group’s debts above 120 days. This is in accordance with the approval condition imposed by the Securities Commission. Accordingly, the debts are deemed sold to Greenyield Holdings Sdn. Bhd. with no recourse. 


The status of the corporate proposals are fully explained in Note B13.
A13.
Changes in the composition of the Group


There were no changes in the composition of the Group during the current quarter under review.

A14.
Contingent assets or contingent liabilities


There were no material contingent assets or contingent liabilities since the last Balance Sheet as at 31 July 2005 and 31 March 2006.

GREENYIELD BERHAD
(Company No. 582216-T)

(Incorporated in Malaysia)
Notes on the quarterly report – 31 July 2006 
B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA SECURITIES FOR THE MESDAQ MARKET

B1.
Review of performance


For the quarter ended 31 July 2006, the Group achieved a revenue and profit after taxation of RM10.102 million and RM2.878 million, respectively.  For the financial year ended 31 July 2006, the Group recorded a revenue and profit after taxation of RM19.844 million and RM3.718 million, respectively.  The strong performance during this period is largely due to strong demand for plantation products from the export markets particularly Vietnam, Thailand and Indonesia.  The strong demand was mainly underpinned by robust global demand for natural rubber.

B2.
Comparison with previous quarter's results


Not applicable as this is the first set of quarterly results of the Group prepared in accordance with the Listing Requirements of Bursa Securities for the MESDAQ Market.

B3.
Current Year’s Prospects


The Board is optimistic of the Group's performance for the financial year ending 31 July 2007.

B4.
Profit Forecast


There were no material variances in the net profit for the financial year as compared to the estimated net profit of RM3.64 million which was disclosed in the listing prospectus to be dated 27 September 2006.

B5.
Taxation


The taxation charge is as follows:

	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	 Preceding 
	
	
	 Preceding 

	
	
	
	 Current 
	 Year 
	
	 Current 
	 Year 

	
	
	
	 Year 
	Corresponding 
	
	 Year 
	Corresponding 

	
	
	
	 Quarter 
	 Quarter 
	
	 To date 
	 Period 

	
	
	
	
	
	
	
	

	
	
	
	 31 July 2006 
	 31 July 2005 
	
	 31 July 2006 
	 31 July 2005 

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

	
	
	
	
	
	
	
	

	Taxation
	
	
	
	
	
	

	 - Current year
	             1,039 
	                        - 
	
	             1,347 
	                        - 

	 - Over provision in prior year
	               (11)
	                        - 
	
	               (33)
	                        - 

	
	
	
	             1,028 
	                        - 
	
	             1,314 
	                        - 

	Deferred Taxation
	                  83 
	                        - 
	
	                  57 
	                        - 

	
	
	
	                 1,111 
	                            - 
	
	                 1,371 
	                            - 


B6.
Sale of investments and/or properties


There were no sale of investments and/or properties of the Group during the current quarter under review.

B7.
Purchase and Disposal of Quoted Securities


There were no purchases or disposals of quoted securities during the current quarter under review.

B8.
Group's borrowings and debt securities


There were no other borrowings or debt securities in the Group as at 31 July 2006, except as disclosed below:

	
	
	
	
	As at
	
	As at

	
	
	
	
	 31 July 2006 
	
	 31 July 2005 

	
	
	
	
	 RM'000 
	
	 RM'000 

	
	
	
	
	
	
	

	Short term borrowings:-
	
	
	
	

	Secured:
	
	
	
	
	

	Term Loan
	
	                       668 
	
	                         - 

	Hire Purchase
	
	                         77 
	
	                         - 

	Bills Payable
	
	                       210 
	
	                         - 

	Bank Overdraft
	
	                       441 
	
	                         - 

	
	
	
	
	                    1,396 
	
	                         - 

	
	
	
	
	
	
	

	Long term borrowings:-
	
	
	
	

	Secured:
	
	
	
	
	

	Term Loan
	
	                       751 
	
	                         - 

	Hire Purchase
	
	                       156 
	
	                         - 

	
	
	
	
	                       907 
	
	                         - 



The Group does not have any foreign currency borrowings.

B9.
Off balance sheet financial instruments


There were no financial instruments with off balance sheet risk as at the date of this announcement applicable to the Group.

B10.
Material litigation


Neither the Company nor its subsidiaries is engaged in any litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the Company or its subsidiaries and the Board of Directors does not know of any proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which might materially and adversely affect the financial position or business of the Company or its subsidiaries.

B11.
Dividends


No dividends have been paid or declared during the current quarter under review.

B12.
Earnings per share

	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	 Preceding 
	
	
	 Preceding 

	
	
	
	 Current 
	 Year 
	
	 Current 
	 Year 

	
	
	
	 Year 
	Corresponding 
	
	 Year 
	Corresponding 

	
	
	
	 Quarter 
	 Quarter 
	
	 To date 
	 Period 

	
	
	
	
	
	
	
	

	
	
	
	 31 July 2006 
	 31 July 2005 
	
	 31 July 2006 
	 31 July 2005 

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

	Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	
	
	

	Profit after taxation (RM'000)
	             2,878 
	                       -   
	
	             3,718 
	                        -   

	
	
	
	
	
	
	
	

	Number of ordinary shares in issue of RM0.10 each ('000)
	
	
	
	
	

	
	         122,740 
	                        -   
	
	         122,740 
	                        -   

	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	               2.34 
	                       -   
	
	               3.03 
	                        -   

	
	
	
	
	
	
	
	



As at the end of the quarter, there was only one class of share in issue and they rank pari passu with each other.

B13.
Status of corporate proposals

Save as disclosed below, there were no corporate proposals announced but not completed as at the date of this announcement:-


On 24 February 2005, the Securities Commission approved the listing of and quotation for the entire issued and paid-up share capital of the Company. The listing scheme involve the following:


Issue of 42,260,000 new ordinary shares of RM0.10 each at an issue price of RM0.21 per ordinary share by way of private placement and public offer payable in full on application comprising:-
· 35,260,000 new ordinary shares of RM0.10 each available for placement to selected investors; 
· 3,000,000 new ordinary shares of RM0.10 each available for application by the public; and
· 4,000,000 new ordinary shares of RM0.10 each available for application by the eligible directors and employees of the Company, and other persons who have contributed to the success of the Group.
The Company is expected to be listed and quoted on the MESDAQ Market of Bursa Securities on 20 October 2006, subject to Bursa Securities’ consent.

The gross proceeds from the Public Issue are to be utilised in the following manner:-

	Purpose
	
	
	
	Amount

	
	
	
	
	(RM'000)

	
	
	
	
	

	Research  and development
	
	
	
	1,500

	Capital expenditure
	
	
	
	1,850

	Setting up of marketing and technical support service centres
	
	
	

	
	
	
	300

	Repayment of borrowings
	
	
	
	1,500

	Working capital
	
	
	
	2,223

	Listing expenses
	
	
	
	1,502

	
	
	
	
	

	
	
	
	
	8,875


B14.
Authorisation for issue


The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors dated 25 September 2006.

