MHC Plantations Bhd. (4060-V)

Notes to the Interim Financial Report

1. Basis of preparation

The interim report has been prepared in compliance with FRS 134 Interim Financial Reporting and Listing Requirements of Bursa Securities and it should be read in conjunction with the audited financial statements of the Group for the year ended 31 Dec 2005.

The accounting policies used in the preparation of interim financial report are consistent with those previously adopted in the audited financial statements of the Group for the year ended 31 Dec 2005 except for the changes in accounting policies that are expected to be reflected in the annual financial statements for the financial year ending 31 Dec 2006. Details of these changes in accounting policies are set out in Note 2.

The adoption of the new/revised FRSs effective for financial period beginning 1 January 2006, have no material effects on the results and financial position of the Group in the current and prior financial years except for FRS 3 and 101 as disclosed in Note 2.

2. Changes in Accounting Policies

The significant accounting policies and methods of computation adopted by the Group in this interim financial statement are consistent with those adopted in the annual financial statements for the year ended 31 Dec 2005, except for the adoption of new/revised Financial Reporting Standards (“FRS”) effective for current financial statements.

The principle effects of the necessary change in accounting policies resulting from the adoption of applicable revised FRS are discussed below.

FRS 3 – Business Combination

Under FRS 3, any excess of the Group’s interest in the fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously known referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit and loss. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM4,231,000 was derecognised with a corresponding increase in retained earnings.

FRS 101 – Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associate and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

3. Auditors’ report 

The auditor’s report on the preceding annual financial statements was not qualified.

4. Seasonal and cyclical factors

The business of the Group is cyclical in nature and the third quarter is normally the peak production season.

5. Unusual items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period ended 31 December 2006 except as disclosed in Note 2 and Note 6.
6. Changes in estimates

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value of an item of property, plant and equipment at least at each financial year end. The Group revised the residual values of certain motor vehicles with effect from 1 January 2006. The revisions were accounted for prospectively as a change in accounting estimates and as a result, the depreciation charges of the Group for the current quarter and current financial year period ended 31 December 2006 have been reduced by RM133,330.

There were no other changes in estimates that have had a material effect in the current quarter results.
7. Equity and debt securities

There were no issuance, cancellation, resale, repurchase and repayment of equity or debt securities during the financial period ended 31 December 2006.

8. Dividend paid

The payment of dividend since the end of previous financial year is as follows.



2006
  2005



RM’000
RM’000

Ordinary dividend

Dividend proposed in year 2004, paid in year 2005

- final 3% less tax at 28%
                              -

   1,516

Dividend proposed in year 2005, paid in year 2006

- final 3% less tax at 28%

1,819
         -

9. Segment information 

Segment information is not presented as the Group operates solely in Malaysia and the combined revenues, operating results and assets employed of business segments other than the plantation segment represent less than 10% of the Group’s revenues, operating results and assets employed respectively.

10. Property, plant and equipment

The valuations of land and buildings have been brought forward and without amendment from the previous annual report.

11. Subsequent event

On 26 December 2006, the Company had entered into a Sale and Purchase Agreement with the associated company for the proposed disposal to the associated company of its entire equity interest in Ayu Sempurna Sdn Bhd ("ÄSSB") which in turn owns approximately 60% equity interest in Ladang MHC-KPD Sdn Bhd for a total cash consideration of RM14,157,000. 
The approval from the shareholders of the Company for the said disposal had been obtained on 2 February 2007. 

12. Changes in the composition of the Group

On 22 December 2006, the Company announced to Bursa Securities that its wholly-owned subsidiary company, Great Glory Sdn. Bhd. ("GGSB"), has at an Extraordinary General Meeting held on 11 December 2006 resolved that GGSB be wound up voluntarily and a Director of GGSB and the Company, was appointed as Liquidator for the purpose of such winding up.
13. There was no outstanding contingent liability as at end of this quarter and as at the date of this report.

14. Capital commitments



RM’000

Capital expenditure

Approved but not contracted for:



- Property, plant and equipment

3,385
