MHC PLANTATIONS BHD. (4060-V)

Information required by BMSB Listing Requirements

1. Review of performance

The Group turnover was only about a quarter in value compared to those generated in the corresponding quarter, as the revenue comprised only sales of FFB to third party mills whereas the corresponding quarter’s turnover comprised sales of FFB, CPO and kernel from milling operation.

The Group profit before taxation PBT for the current quarter was approximately RM2.34 million compared with those recorded in the corresponding quarter of RM2.98 million mainly attributed to the significant decrease in commodity price of 19% from RM1,795 per tonne in the previous corresponding quarter to RM1,455 per tonne during the current quarter. In addition, an 11% reduction in Group’s yield arising from replanting in certain subsidiary companies estates also contributed to the decline in Group PBT. Nevertheless, the gain on disposal of quoted investment and the final settlement of net current asset surplus arising from the disposal of a former subsidiary during the current quarter had partially compensated for the decline in operating profitability.

The Group generated a profit before tax of about RM20 million for the current year against RM7.8 million in the previous year, an increase of 156% mainly attributed to the gain on disposal of a former subsidiary of RM10.2 million and gain on disposal of other quoted investment of RM0.45 million as well as interest earned on short term deposit of approximately RM0.8 million derived from the disposal proceeds and settlement of inter company debts by the former subsidiary.

2. Variation of results against preceding quarter

The Group’s profitability was lower than the preceding quarter due to seasonal factor as yield had decreased by 19% compared with the immediate preceding quarter and also attributed to the marginal decline in commodity price.
3. Current year prospects

The Group expects its yield to increase further in 2005. However, as CPO price is currently on a declining trend, this may have a negative impact on the Group’s profitability in 2005.
4. Profit forecast

Not applicable as there was no profit forecast published.

5. Tax expense

Taxation was provided at the prevailing statutory rate based on the operating profit for the quarter as follows.


Current
Cumulative


Quarter
Quarter


RM’000
RM’000

Current provision
652
2,333
For the cumulative quarter to date, the effective tax rate is lower than the statutory tax rate as the gain on disposal of investment of approximately RM10 million was not subject to tax.

6. Unquoted investments and properties

There was no acquisition or disposal of unquoted investments and properties for the current quarter and financial year to date except for the disposal of investment in a former subsidiary and the acquisition of a new dormant subsidiary as disclosed in Note 8.

7. Quoted investments

a) During the reporting quarter, the company had disposed of the following quoted securities.

Company


Qty of share

Sales proceeds
Multi Vest Resources Bhd
740,600


RM747,632

b) Investment in quoted securities as at end of reporting period.

At cost
RM 420,868

At carrying value
RM 360,868

Market value
RM 654,747

8. Status of corporate proposal

a) On 19 Mar 2004, the company announced to Bursa Malaysia that it had entered into an agreement with Sendi Unik Sdn Bhd for the proposed disposal of its entire equity interest in MHC Kemayan Plantation Sdn Bhd for a cash consideration of RM11.75 million. The relevant approvals from Foreign Investment Committee and shareholders of the company for the said disposal had been obtained on 27 July 2004 and 28 July 2004 respectively.

b) The disposal proceeds of RM11.75 million, including the settlement of inter-company debt from MKPSB amounting to approximately RM49 million would be utilised for future investment opportunities.

c) On 27 Oct 2004, the company announced to Bursa Malaysia that it had acquired a dormant subsidiary, Mistral Engineering Sdn Bhd for a cash consideration of RM2 only for the purpose of future investment.

d) On 14 Jan 2005, the company announced to Bursa Malaysia that under a re-organisation of Group structure, MHC wholly owned subsidiary, Yew Lee Holdings Sdn Bhd (Yew Lee) had acquired the entire issued and paid up capital of Hutan Melintang Plantations Sdn Bhd (HMP) comprising 408,000 ordinary shares of RM1 each from Great Glory Sdn Bhd, a wholly owned subsidiary of Yew Lee for a total consideration of RM6,915,885 resulting in HMP becoming a wholly owned subsidiary of Yew Lee. This acquisition is not expected to have any material effect on the earnings and net tangible asset per share of MHC Group arising from the above Group reorganization.

9. Borrowings

There was no outstanding borrowing incurred by the Group as at end of the current quarter.

10. Off balance sheet financial instruments

During the financial year to date, the Group did not enter into any contract involving off balance sheet financial instruments.

11. Changes in material litigation

There was no pending material litigation as at end of this quarter and as at the date of this report.

12. Dividend

On 18 August 2004, the company paid a final gross dividend of 3% less tax amounting to RM1,516,205 for the financial year ended 31 Dec 2003.

13. Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the profit attributable to ordinary shareholders of RM17,479,000 and weighted average number of ordinary shares outstanding during the quarter of 70,194,275.

