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 2006.

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 2006 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 2007. Details of these changes in accounting policies are set out in Note 2.

At the beginning of the current financial year, the Group and the Company had adopted new and revised FRSs which are mandatory for financial periods beginning on or after 1 January 2007 as described fully 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 2006, 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 117 – Leases
The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. Prior to 1 January 2007, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment losses. 

Upon the adoption of the revised FRS 117 at 1 January 2007, the unamortised revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid land lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid land lease payments has been accounted for retrospectively and as disclosed below, certain comparative amounts as at 31 December 2006 have been restated.
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	RM’000
	
	 RM’000 
	
	 RM’000 

	At 31 December 2006
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Property, plant and equipment
	
	65,896
	
	(22,617)
	
	43,279

	Prepaid land lease payments
	
	  - 
	
	22,617
	
	    22,617 


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.
6. Changes in estimates

There were no 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 March 2007.

8. Dividend paid
No dividend was paid out during the financial period ended 31 March 2007.

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
There was no material event subsequent to the end of the reporting quarter.

12. Changes in the composition of the Group
There were no changes in the composition of the Group since the end of the reporting quarter.

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 and contracted for:



- Property, plant and equipment

220
- Prepaid land lease payments

735
