MHC PLANTATIONS BHD. (4060-V)


Information required by BMSB Listing Requirements

1. Review of performance

The Group generated a lower profit before tax of RM1.73 million for the current quarter.

It had intensified the replanting activities in various subsidiaries estates by incurring RM520,000 during the current quarter whereas the amount incurred in the previous year corresponding quarter only amounted to about RM50,000. This had a significant impact on the current quarter PBT.

The average commodity price had also declined by 8% from RM1,500 per tonne prevailing in the previous year corresponding quarter to RM1,380 per tonne during the current quarter.

In addition, there was also a decrease in Group’s yield by 5% compared to the previous year corresponding quarter due to the ongoing replanting activities.

The lower Group PBT for the cumulative quarter compared to the preceding year was mainly attributed to the gain on disposal of a subsidiary of approximately RM10 million last year.

2. Variation of results against preceding quarter

Despite the increase in yield by approximately 5% against the immediate preceding quarter, the increase in Group’s profit before tax only surged by a similar quantum due to the significant expenditure incurred on replanting activities during the current quarter and lower average commodity price.
3. Current year prospects

The Group has completed the acquisition of 32.02% interest in Cepatwawasan Group Berhad (“CWG”) and hence, will be able to equity account the profit of CWG in future.

4. Profit forecast

Not applicable as there was no profit forecast published.

5. Tax expense

Taxation is 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
348
1,155

The effective tax rate is marginally lower than the statutory tax rate as there were unutilised tax allowances available in a subsidiary.

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 corporate proposal as disclosed in Note 8.

7. Quoted investments

a) There was no acquisition or disposal of quoted securities during the reporting quarter.

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

At cost
RM 420,868

At carrying value
RM 360,868

Market value
RM 467,658

8. Status of corporate proposal

a) Group reorganization


On 14 Jan 2005, the company announced to Bursa Securities 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 was completed and did not have any material effect on the earnings and net tangible asset per share of MHC Group arising from the above Group reorganization.

b) Proposed Acquisition of Cepatwawasan Group Berhad (Proposed Acquisitions)
On 26 July 2005 and 27 July 2005, the Company entered into two separate share sale agreements (“Agreements A and B”) with the vendors (as defined in the relevant announcement to Bursa Securities) of Cepatwawasan Group Berhad (“CWG”) to acquire in total 49,000,000 ordinary shares of RM1.00 each representing approximately 22.74% of the entire issued and paid-up share capital of CWG for a cash consideration of RM86,779,000 or approximately RM1.77 per sale share (“Proposed Acquisition I”).

On 2 August 2005, the Company entered into another share sale agreement (“Agreement C”) with a vendor (as defined in the relevant announcement to Bursa Securities) of CWG to acquire 10,703,500 ordinary shares of RM1.00 each representing approximately 4.97% of the total issued and paid-up share capital of CWG for a total cash consideration of RM18,955,899 or approximately RM1.77 per sale share (“Proposed Acquisition II”).

Subsequently, on 24 August 2005, the Company entered into another share sale agreement (“Agreement D”) with a vendor (as defined in the relevant announcement to Bursa Securities) of CWG to acquire 9,296,500 ordinary shares of RM1.00 each representing approximately 4.31% of the total issued and paid-up share capital of CWG for a total cash consideration of RM16,464,101 or approximately RM1.77 per sale share (“Proposed Acquisition III”).

All the Proposed Acquisition I, II and III are subject to and conditional upon approvals being obtained from the following:

(i)
Foreign Investment Committee which was obtained on 8 September 2005; and

(ii)
shareholders of the Company, which was obtained at the Extraordinary General Meeting held on 26 November 2005.

As at the date of this report, the Proposed Acquisitions has been completed as announced on 27 October 2005. In addition, the Company has assigned its rights, entitlement and obligations under the Share Seal Agreements in respect of the Acquisitions of Shares in Cepatwawasan Group Bhd to its wholly-owned subsidiaries as follows:


1) Yew Lee Holdings Sdn. Berhad - 10,703,500 ordinary shares.
2)     Hutan Melintang Plantations Sdn. Berhad - 9,296,500 ordinary shares.

c) Proposed Bonus Issue


On 27 May 2005, the Company announced a Proposed Bonus Issue of up to 14,038,855 new ordinary shares of RM1.00 each on the basis of one (1) new ordinary share of RM1.00 each for every five (5) existing ordinary shares of RM1.00 each held which was approved by shareholders at the Extraordinary General Meeting held on 29 June 2005.

The bonus shares were allotted on 9 November 2005 to shareholders whose names appeared on the Register of Depositors on 26 October 2005 and listed on Bursa Malaysia Securities Berhad on 18 November 2005.

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 2005, the company paid a final gross dividend of 3% less tax amounting to RM1.52 million for the financial year ended 31 Dec 2004.

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 RM1,301,000 and weighted average number of ordinary shares outstanding during the quarter of 70,194,275.
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