INTERIM FINANCIAL REPORTED ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2001

The figures have not been audited

NPC RESOURCES BERHAD (Company No: 502313-P)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 JUNE 2003

The figures have not been audited


	CONDENSED CONSOLIDATED INCOME STATEMENT 



	
	Individual Quarter
	 Cumulative Quarter 

	
	Current Year Quarter

Ended

30/06/2003

RM'000
	Preceding Year Corresponding Quarter

Ended

30/06/2002

RM'000

(Restated)
	Current Year- To-Date

Ended

30/06/2003

 RM'000 
	Preceding Year Corresponding Period

Ended

30/06/2002

 RM'000

(Restated) 

	Revenue
	43,359
	27,371
	76,265
	52,501

	Operating Expenses
	(40,875)
	(24,331)
	(71,644)
	(46,522)

	Other Operating Income
	114
	210
	329
	362

	
	
	
	
	

	Profit from Operations
	2,598
	3,250
	4,950
	6,341

	Finance Costs
	(606)
	(354)
	(1,300)
	(973)

	
	
	
	
	

	
	
	
	
	

	Profit Before Tax
	1,992
	2,896
	3,650
	5,368

	Taxation
	(449)
	(710)
	(955)
	(1,316)

	
	
	
	
	

	Profit After Tax
	1,543
	2,186
	2,695
	4,052

	Minority Interests
	(31)
	(98)
	(130)
	(180)

	Pre-acquisition profit
	-
	-
	-
	(226)

	Net Profit for the Period
	1,512
	2,088
	2,565
	3,646

	
	
	
	
	

	
	
	
	
	

	Earnings Per Share:-
	
	
	
	

	(a)
	Basic (based on weighted average number of ordinary shares) (sen) - (Note 26)
	1.89
	2.67
	3.21
	5.74

	(b)
	Fully diluted  (sen) -  (Note 26)
	1.89
	2.67
	3.21
	5.74


Note:

   A:  The comparative figures for the preceding year corresponding quarter and period have been   restated due to the adoption of MASB 25 – Income Taxes.

The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial report.

	CONDENSED CONSOLIDATED BALANCE SHEET


	
	As at end of current quarter

30/06/2003

RM'000
	As at preceding financial year end
31/12/2002

RM'000

(Restated)

	
	
	

	Property, Plant and Equipment
	202,234
	183,579

	Goodwill on Consolidation
	6,532
	4,161

	
	
	

	Current Assets
	
	

	
	Inventories
	4,635
	7,537

	
	Trade and Other Receivables
	13,628
	16,741

	
	Fixed Deposits with Licensed Banks
	85
	85

	
	Cash and Bank Balances
	1,580
	2,353

	
	
	19,928
	26,716

	
	
	
	

	Current Liabilities
	
	

	
	Trade and Other Payables
	14,753
	16,497

	
	Overdraft and Short Term Borrowings
	23,609
	19,608

	
	Hire Purchase Creditors
	1,763
	1,939

	
	Leasing Creditors
	65
	85

	
	Taxation
	977
	810

	
	
	41,167
	38,939

	
	
	
	

	Net Current Liabilities
	(21,239)
	(12,223)

	
	
	

	
	187,527
	175,517

	
	
	

	Share Capital
	80,000
	80,000

	Reserves
	39,894
	37,329

	
	
	

	Shareholders’ Fund
	119,894
	117,329

	
	
	

	Minority Interests
	12,930
	12,800

	
	
	

	Long Term Liabilities
	
	

	
	Borrowings
	31,511
	23,744

	
	Hire Purchase Creditors
	1,904
	1,791

	
	Leasing Creditors
	4
	19

	
	Deferred Taxation
	21,284
	19,834

	
	
	54,703
	45,388

	
	
	
	

	
	
	187,527
	175,517

	
	
	
	

	Net Tangible Assets Per Share (RM) - (Note 27)
	1.42
	1.42

	
	
	
	


Note:

     A  : The comparative figures for the preceding financial year end have been restated due to the adoption of MASB 25 – Income Taxes.

The condensed consolidated balance sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial report.

	CONDENSED CONSOLIDATED CASH FLOW STATEMENT 



	
	Current Year-To-Date

Ended

30/06/2003

 RM'000 

	
	

	Net Profit Before Tax
	3,650

	Adjustments for:-
	

	
	Depreciation and amortisation of property, plant and equipment
	4,085

	
	Finance costs
	1,300

	
	Profit from disposal of property, plant and equipment
	(72)

	
	

	Operating profit before changes in working capital
	8,963

	
	

	
	

	Changes in working capital
	

	
	Net change in inventories
	2,902

	
	Net change in receivables
	2,998

	
	Net change in payables
	(5,986)

	
	Income tax paid
	(527)

	
	

	
	

	Net cash flows from operating activities
	8,350

	
	

	Investing Activities
	

	
	Acquisition of subsidiary companies, net of cash acquired 
	(11,250)

	
	Addition to property, plant and equipment
	(7,803)

	
	Interest paid capitalized under plantation development expenditure
	(959)

	
	Proceeds from disposals of property, plant and equipment
	3,847

	
	Real property gain tax paid
	(3)

	
	

	
	

	Net cash flows from investing activities
	(16,168)

	
	

	Financing Activities
	

	
	Repayment of borrowings
	(6,157)

	
	Proceeds from drawdown of bank borrowings
	14,819

	
	Payment of hire purchase and finance lease liabilities
	(1,038)

	
	Finance costs paid
	(1,225)

	
	

	
	

	Net cash flows from financing activities
	6,399

	
	


	

	CONDENSED CONSOLIDATED CASH FLOW STATEMENT  (contd.)

	
	Current Year-To-Date

Ended

30/06/2003

RM'000

	
	

	Net Change in Cash and Cash Equivalents
	(1,419)

	
	

	Cash & Cash Equivalent at beginning of period
	(5,626)

	
	

	Cash & Cash Equivalent at end of period (Note B)
	(7,045)

	
	

	
	


Note:

   A   : 
Preceding year corresponding period’s comparative figures are not required to be presented as MASB 26 only took effect for interim financial reports commencing on financial quarters ended 30 September 2002.  
   B    : Cash and cash equivalents represents the following:

	
	Current Year-To-Date

Ended

30/06/2003

RM'000

	Fixed deposits with licensed banks
	85

	Cash and bank balances
	1,580

	Overdrafts 
	(8,630)

	
	(6,965)

	Less: Fixed deposits under lien
	(80)

	
	(7,045)


The condensed consolidated cash flow statement should be read in conjunction with the audited financial statements for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial report.
	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 


	
	Share Capital

RM’000
	Share Premium

RM’000
	Reserve on consolidation

RM’000
	Retained profits

RM’000
	Total

RM’000

	
	
	
	
	
	

	Current year to date ended 

30 June 2003
	
	
	
	
	

	
	
	
	
	
	

	Balance as at 1 January 2003
	
	
	
	
	

	As previously reported
	80,000
	29,193
	11,176
	10,103
	130,472

	Prior year adjustments – (Note 1)
	-
	-
	(11,176)
	(1,967)
	(13,143)

	Restated Balance
	80,000
	29,193
	-
	8,136
	117,329

	
	
	
	
	
	

	Net Profit for the period
	-
	-
	-
	2,565
	2,565

	
	
	
	
	
	

	Balance as at 30 June 2003
	80,000
	29,193
	-
	10,701
	119,894

	
	
	
	
	
	

	
	
	
	
	
	


Note :


   A   : 
Preceding year corresponding period’s comparative figures are not required to be presented as MASB 26 only took effect for interim financial reports commencing on financial quarters ended 30 September 2002.  
The condensed consolidated statement of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 December 2002 and the accompanying explanatory notes attached to the interim financial report.
	1.


	Basis of preparation

The unaudited interim financial report has been prepared in accordance with MASB 26: Interim Financial Reporting and Chapter 9 Appendix 9B of the Listing Requirements of Kuala Lumpur Stock Exchange. 

The unaudited interim financial report should be read in conjunction with the audited financial statements for the year ended 31 December 2002. The explanatory notes attached to the unaudited interim financial report provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.

The accounting policies and methods of computation are consistent with those adopted in the audited financial statements for the year ended 31 December 2002, except for the adoption of MASB 25: Income Taxes. 

(a) Change in Accounting Policy
 Deferred taxation

Under MASB 25, deferred tax liabilities are recognised for all taxable temporary differences. Previously deferred tax liabilities were provided for on account of timing differences only to the extent that a tax liability was expected to materialise in the foreseeable future. In addition, the Group and the Company have commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilised. Previously, the deferred tax assets were not recognised unless there was reasonable expectation of their realisation.

(b) Prior Year Adjustments

The change in accounting policy has been applied retrospectively and comparatives have been restated. The effects of change in accounting policy are as follows: 


	
	2003

RM’000

	Effects on retained profits:
	

	At 1 January, as previously reported
	10,103

	Effect of adopting MASB 25
	(1,967)

	At 1 January, as restated
	8,136

	
	

	Effects on reserve on consolidation
	

	At 1 January, as previously reported
	11,176

	Effect of adopting MASB 25
	(11,176)

	At 1 January, as restated
	-


1.     Basis of preparation (contd.)

	
	Individual Quarter
	Cumulative Quarter

	
	Current Year Quarter

Ended

30/06/2003

RM'000
	Preceding Year Corresponding Quarter

Ended

30/06/2002

RM'000
	Current Year- 

To-Date

Ended

30/06/2003

RM'000
	Preceding Year Corresponding Period

Ended

30/06/2002

RM'000

	Effects on net profit for the period:
	
	
	
	

	Net profit before change in accounting policy
	1,568
	2,517
	2,604
	4,305

	Effects of adopting MASB 25
	(56)
	(429)
	(39)
	(659)

	Net profit for the period
	1,512
	2,088
	2,565
	3,646


Comparative amounts as at 31 December 2002 have been restated as follows:

	
	Previously

Stated

RM’000
	Prior year adjustments

RM’000
	Restated

RM’000

	Goodwill on consolidation
	-
	4,161
	4,161

	Retained profits
	10,103
	(1,967)
	8,136

	Reserve on consolidation
	11,176
	(11,176)
	-

	Minority interests
	14,666
	(1,866)
	12,800

	Deferred taxation
	664
	19,170
	19,834


	2.
	Qualified audit report  

The audit report for the financial year ended 31 December 2002 was not subject to any qualifications.



	3.
	Seasonality or cyclicality of operations

The Group’s operations are not significantly affected by seasonal and cyclical factors save for the seasonal pattern in the production of fresh fruit bunches (FFB). Consistent with the industry FFB production trend in Sabah, the first half of the year is usually the low FFB production period whereas, the second half of the year is expected to be the high FFB production period. 



	4.
	Unusual items

There were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence. 



	5.
	Changes in estimates 

There were no changes in estimates of amounts reported in prior interim periods or prior financial year.



	6.
	Debt and equity securities



	
	There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities for the current financial year-to-date. 



	7.
	Dividends paid
There was no dividend paid for the current financial year-to-date. 



	8.
	Segmental reporting

There is no segmental reporting in the current financial year-to-date as the Group’s activities are predominantly engaged in the operation of oil palm plantations and palm oil milling, and its operations are carried out solely in Malaysia.



	9.
	Valuations of property, plant and equipment 

There are no valuations of property, plant and equipment for the current financial year-to-date.


	10.
	Material subsequent events not reflected in the financial statements

There were no material subsequent events to be disclosed as at the date of this report.



	11.
	Changes in the composition of the Group

There was no other change in the composition of the Group for the current quarter and financial year-to-date except for the acquisitions of three subsidiary companies namely, Permata Alam Sdn Bhd and Sungai Kenali Sdn Bhd which were acquired on 16 January 2003 and Kian Merculaba Sdn Bhd which was acquired on 1 February 2003. The three subsidiaries are engaged in the operation of oil palm plantations. The effects of the acquisition of the three subsidiary companies on the unaudited interim financial report are as follows:




	
	2003

RM’000

	Revenue:
	

	3 months ended 30 June 2003
	1,040

	6 months ended 30 June 2003
	1,627

	
	

	Profit before tax:
	

	3 months ended 30 June 2003
	515

	6 months ended 30 June 2003
	834


The net assets of the three subsidiary companies acquired were RM9.555 million as at 30 June 2003.

	12.
	Contingent liabilities or contingent assets
There are no contingent liabilities or contingent assets to be disclosed during the current quarter and financial year-to-date under review.




	13.
	Capital commitments

The amount of commitments for the purchase of property, plant and equipment not provided for in the unaudited interim financial report as at 30 June 2003 is as follows:


	
	RM’000

	Approved and contracted for
	158


	14.
	Review of performance 

The Group recorded a profit before tax of RM1.992 million for the current quarter and RM3.650 million for the current year-to-date on the back of turnover of RM43.359 million for the current quarter and RM76.265 million for the current year to date. These represent: 

(a) a decrease of 31% in profit before tax and an increase of 58% in revenue as compared to the profit before tax and revenue in the preceding year corresponding quarter ended 30 June 2002 respectively; and

(b) a decrease of 32% in profit before tax and an increase of 45% in revenue as compared to the profit before tax and revenue in the preceding year corresponding period ended 30 June 2002 respectively.

The increase in revenue during the current quarter was mainly due to higher volume and prices of Crude Palm Oil (CPO) and Palm Kernel (PK) sold. The decrease in profit before tax was mainly due to lower milling margins and the impact of lower FFB yield from newly matured plantations during the current quarter and financial year-to-date under review.




	15.
	Variance of the results against the immediate preceding quarter

The Group recorded a profit before tax of RM1.992 million for the current quarter, which represents an increase of 20% over the profit before tax of RM1.658 million for the immediate preceding quarter ended 31 March 2003.  Management attributes the increase in profit before tax mainly to improvements in FFB productions from the Group’s plantations during the current quarter.



	16.
	Prospects

Barring any unforeseen circumstances, the Directors are of the opinion that the Group's performance for the subsequent quarters of the current financial year will improve with the increasing maturity of the Group’s plantations.



	17.
	Profit forecast 

Not applicable


	18.


	Taxation

Taxation comprise :-

	
	
	Individual Quarter
	Cumulative Quarter

	
	
	Current Year Quarter 

Ended

30/06/2003

RM'000
	Preceding Year Corresponding Quarter

Ended

30/06/2002

RM'000

(Restated)
	Current Year- To-Date 

Ended

30/06/2003
RM'000
	Preceding Year Corresponding Period

Ended

30/06/2002

 RM'000

(Restated)

	
	Tax expense for the period:
	
	
	
	

	
	Malaysian Taxation
	321
	268
	760
	637

	
	Deferred taxation
	125
	442
	57
	679

	
	
	446
	710
	817
	1,316

	
	
	
	
	
	

	
	Real Property Gain Tax
	3
	-
	138
	-

	
	
	449
	710
	955
	1,316


	
	The Group’s effective tax rate for the current quarter and financial year-to-date was lower than the statutory tax rate due to the following:

i)  availability of unutilised tax losses and unabsorbed capital and agricultural allowances;

ii)  different treatment of certain expenses for accounting and tax purposes; and 

iii)  availability of reinvestment allowances claimed under Schedule 7A of the Income Tax Act, 1967.



	19.


	Unquoted investments and/or properties 

(a) A subsidiary company, Syarikat Sofrah Sdn Bhd, had disposed off its leasehold plantation on 31 January 2003. This resulted in a gain on disposal amounting to RM137,506.

(b) A subsidiary company, Ballerina Sdn Bhd, had disposed off one of its leasehold lands on 30 April 2003. This resulted in a loss on disposal amounting to RM66,599.



	20.
	Quoted securities



	
	There were no purchases or disposals of quoted securities for the current quarter and financial year-to-date under review.

	21.
	Corporate proposals 



	
	There were no corporate proposals announced as at 25 August 2003.


	22.
	Group’s borrowings and debt securities

Particulars of the Group’s borrowings as at 30 June 2003 are as follows :-

	
	                         Secured        RM’000                                                    


	
	

	Short term borrowings
	
	
	

	
	
	
	

	Bank overdrafts
	8,630
	
	

	Bankers’ acceptances
	4,994
	
	

	Term loans
	9,985
	
	

	
	23,609
	
	

	Hire purchase creditors
	1,763
	
	

	Lease creditors
	65
	
	

	Sub-total
	25,437
	
	

	Long term borrowings
	
	
	

	
	
	
	

	Term loans
	31,511
	
	

	Hire purchase creditors
	1,904
	
	

	Lease creditors
	4
	
	

	Sub-total
	34,419
	
	

	
	
	
	

	Total Borrowings
	58,856
	
	

	
	There are no borrowings denominated in foreign currency.




	23.
	Off balance sheet risk financial instruments
The Group does not have any financial instruments with off balance sheet risks issued as at 25 August 2003. 



	24.
	Changes in material litigation

The Group is not engaged in any material litigation and is not aware of any proceedings which materially affect the position or business of the Group as at 25 August 2003.

	25.
	Dividend

The Board of Directors has proposed a final gross dividend of 5.0 sen per share less 28% Malaysian income tax amounting to RM2,880,000 for the financial year ended 31 December 2002, which was approved by the shareholders at the Annual General Meeting held on 30 June 2003. The dividend is payable on 30 September 2003 to shareholders registered on the Company’s Register as at 12 September 2003.




	26.
	Earnings per share 

Basic and diluted earnings per ordinary share 
The calculation of basic and diluted earnings per ordinary share is based on the net profit for the period and the weighted average number of ordinary shares outstanding for the period:




	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Current Year Quarter

Ended

30/06/2003

RM'000
	
	Preceding Year Corresponding Quarter

Ended

30/06/2002

RM'000

(Restated)
	
	Current Year- To-Date

Ended

30/06/2003

 RM'000
	
	Preceding Year Corresponding Period

Ended

30/06/2002

 RM'000

(Restated)

	
	
	
	
	
	
	
	
	

	(a)
	Net profit for the period 
	1,512
	
	2,088
	
	2,565
	
	3,646

	
	
	
	
	
	
	
	
	

	(b)
	Weighted average number of shares
	80,000
	
	78,311
	
	80,000
	
	63,556

	
	
	
	
	
	
	
	
	

	(c)
	Basic earnings per share (sen)
	1.89
	
	2.67
	
	3.21
	
	5.74

	
	
	
	
	
	
	
	
	

	(d)
	Diluted earnings per share (sen)
	1.89
	
	2.67
	
	3.21
	
	5.74


	27.
	Net tangible assets per share 

The net tangible assets per share is calculated by dividing shareholders’ funds, after deducting goodwill arising on consolidation by 80,000,000 ordinary shares of the Company in issue as at end of current quarter and preceding financial year end.




By Order of the Board

Dorothy Luk Wei Kam

Company Secretary

Kota Kinabalu, Sabah

28 August 2003
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