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 STATEMENTS ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 JUNE 2006

The figures have not been audited


	CONDENSED CONSOLIDATED INCOME STATEMENT 



	
	Individual Quarter
	 Cumulative Quarter 

	
	Current Year Quarter

Ended

30/06/2006
RM'000
	Preceding Year Corresponding Quarter

Ended

30/06/2005
RM'000
	Current Year- To-Date

Ended

30/06/2006
RM'000 
	Preceding Year Corresponding Period

Ended

30/06/2005
 RM'000

	Revenue
	          44,153 
	          48,460
	          88,349  
	       93,737

	Operating Expenses
	(40,419)
	(44,456)
	(80,663)
	(87,207)

	Other Operating Income
	               554
	               156
	               730
	         1,438

	
	
	
	
	

	Profit from Operations
	            4,288
	            4,160
	            8,416
	         7,968

	Finance Costs
	(554)
	(639)
	(1,159)
	(1,362)

	
	
	
	
	

	Profit Before Tax
	            3,734
	            3,521
	            7,257
	         6,606

	Income tax expense
	(999)
	(967)
	(1,830)
	(1,428)

	
	
	
	
	

	Profit for the Period
	            2,735
	            2,554
	            5,427
	         5,178

	
	
	
	
	

	Attributable to:
	
	
	
	

	Equity holders of the parent
	2,598
	2,445
	5,131
	4,760

	Minority interest
	137
	109
	296
	418

	
	2,735
	2,554
	5,427
	5,178

	
	
	
	
	

	Earnings per share attributable to equity holders of the parent:-
	
	
	
	

	(a)
	Basic, for profit for the period (sen) - (Note 28)
	2.17
	2.04
	4.28
	3.97

	(b)
	Diluted, for profit for the period  (sen) -  (Note 28)
	-
	-
	-
	-


The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial report.

	CONDENSED CONSOLIDATED BALANCE SHEET


	
	As at end of current quarter

30/06/2006
RM'000
	As at preceding financial year end
31/12/2005
RM'000


(Restated)

	Non-current Assets
	
	

	Property, Plant and Equipment
	108,807
	109,464

	Biological Assets
	110,951
	110,447

	Goodwill on Consolidation
	4,292
	4,258

	
	
	

	Current Assets
	
	

	Inventories
	6,338
	13,773

	Trade and Other Receivables
	10,348
	9,034

	Tax Refundable
	604
	766

	Fixed Deposits with Licensed Banks
	839
	839

	Cash and Bank Balances
	1,946
	1,228

	
	
	20,075
	25,640

	
	
	
	

	Current Liabilities
	
	

	Trade and Other Payables
	11,489
	14,289

	Borrowings
	28,037
	31,261

	Hire Purchase and Finance Lease Payables
	853
	1,140

	Dividend Payable
	2,592
	-

	Taxation
	138
	346

	
	
	43,109
	47,036

	
	
	
	

	Net Current Liabilities
	(23,034)
	(21,396)

	
	
	

	
	201,016
	202,773

	
	
	

	Share Capital
	120,000
	120,000

	Retained earnings
	23,088
	23,141

	
	
	

	Equity attributable to equity holders of the parent
	143,088
	143,141

	
	
	

	Minority Interests
	13,273
	12,807

	Total equity
	156,361
	155,948

	
	
	

	Non-current Liabilities
	
	

	Borrowings
	11,256
	14,051

	Hire Purchase and Finance Lease Payables
	826
	934

	Deferred Tax Liabilities
	32,573
	31,840

	
	
	44,655
	46,825

	
	
	
	

	
	
	201,016
	202,773

	
	
	
	

	Net assets per share attributable to equity holders of the parent (RM) - (Note 29)
	1.19
	1.19


The condensed consolidated balance sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial report.

	CONDENSED CONSOLIDATED CASH FLOW STATEMENT 



	
	Current Year-To-Date

Ended

30/06/2006
 RM'000 
	Preceding Year Corresponding Period

Ended

30/06/2005
 RM'000

	
	
	

	Profit Before Tax
	7,257
	6,606

	Adjustments for:-
	
	

	
	Depreciation of property, plant and equipment
	3,533
	2,856

	
	Finance costs
	1,159
	1,362

	
	Gain on disposal of property, plant and equipment
	(108)
	(1,178)

	
	Interest income
	-
	(83)

	
	
	

	Operating profit before changes in working capital
	11,841
	9,563

	
	
	

	
	
	

	Changes in working capital
	
	

	
	Net change in inventories
	7,601
	7,791

	
	Net change in receivables
	(1,309)
	(2,009)

	
	Net change in payables
	(3,094)
	(3,655)

	
	Income tax paid
	(1,335)
	(174)

	
	
	

	Net cash flows from operating activities
	13,704
	11,516

	
	
	

	Investing Activities
	
	

	
	Acquisition of subsidiaries, net of cash acquired
	(388)
	-

	
	Additions to property, plant and equipment
	(2,978)
	(3,603)

	
	Interest paid capitalised under plantation development expenditure
	(54)
	(66)

	
	Proceeds from disposals of property, plant and equipment
	926
	5,099

	
	Net real property gain tax refunded/(paid)
	39
	(532)

	
	Interest income received
	-
	83

	
	
	

	Net cash flows (used in)/from investing activities
	(2,455)
	981

	
	
	

	Financing Activities
	
	

	
	Dividend paid to shareholders
	(2,592)
	(1,728)

	
	Repayment of borrowings
	(4,616)
	(9,815)

	
	Net proceeds from drawdown of bankers’ acceptance 
	1,748
	-

	
	Payment of hire purchase and finance lease liabilities
	(760)
	(960)

	
	Finance costs paid
	(1,090)
	(1,354)

	
	
	

	Net cash flows used in financing activities
	(7,310)
	(13,857)

	
	
	


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (CONTD.) 

	
	Current Year-To-Date

Ended

30/06/2006
 RM'000 
	Preceding Year Corresponding Period

Ended

30/06/2005
 RM'000

	
	
	

	Net Change in Cash and Cash Equivalents
	3,939
	(1,360)

	
	
	

	Cash and Cash Equivalents at beginning of financial period 
	(1,576)
	(2,348)

	
	
	

	Cash and Cash Equivalents at end of financial period (Note A)
	2,363
	(3,708)


Note:

   A    : Cash and cash equivalents at the end of the financial period comprise the following:

	
	Current Year-To-Date

Ended

30/06/2006
RM'000
	Preceding Year Corresponding Period

Ended

30/06/2005
 RM'000

	Fixed deposits with licensed banks held under lien
	                    839
	                     216

	Cash and bank balances 
	                 1,946
	                  1,035

	Bank overdrafts 
	(422)
	(4,959)

	
	                 2,363
	(3,708)


The condensed consolidated cash flow statement should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial report.
	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 


	
	Attributable to equity holders of the parent
	
	

	
	Share Capital

RM’000
	Distributable

Retained earnings
RM’000
	Total

RM’000
	Minority

Interest

RM’000
	Total

Equity

RM’000

	
	
	
	
	
	

	Preceding year corresponding period ended 30 June 2005
	
	
	
	
	

	
	
	
	
	
	

	Balance as at 1 January 2005
	120,000
	13,502
	133,502
	11,920
	145,422

	
	
	
	
	
	

	Profit for the period
	-
	4,760
	4,760
	418
	5,178

	
	
	
	
	
	

	Dividend
	-
	(2,592)
	(2,592)
	-
	(2,592)

	
	
	
	
	
	

	Balance as at 30 June 2005
	120,000
	15,670
	135,670
	12,338
	148,008

	
	
	
	
	
	

	
	
	
	
	
	


	
	Attributable to equity holders of the parent
	
	

	
	Share Capital

RM’000
	Distributable

Retained earnings

RM’000
	Total

RM’000
	Minority

Interest

RM’000
	Total

Equity

RM’000

	
	
	
	
	
	

	Current year to date ended 30 June 2006
	
	
	
	
	

	
	
	
	
	
	

	Balance as at 1 January 2006
	120,000
	23,141
	143,141
	12,807
	155,948

	
	
	
	
	
	

	Profit for the period
	-
	5,131
	5,131
	296
	5,427

	
	
	
	
	
	

	Arising from acquisitions of subsidiaries
	-
	-
	-
	164
	164

	
	
	
	
	
	

	Dividend – Note 9
	-
	(5,184)
	(5,184)
	-
	(5,184)

	
	
	
	
	
	

	Balance as at 30 June 2006
	120,000
	23,088
	143,088
	13,267
	156,355

	
	
	
	
	
	

	
	
	
	
	
	


The condensed consolidated statement of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying explanatory notes attached to the interim financial report.
	1.


	Basis of preparation

The unaudited interim financial statements have been prepared under historical cost convention and in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”). 

The unaudited interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. The explanatory notes attached to the unaudited interim financial statements 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 2005.



	2.
	Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following applicable new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 3      Business Combinations

FRS 5      Non-current Assets Held for Sale and Discontinued Operations

FRS 101  Presentation of Financial Statements

FRS 102  Inventories

FRS 108  Accounting Policies, Changes in Estimates and Errors

FRS 110  Events after the Balance Sheet Date

FRS 116  Property, Plant and Equipment

FRS 127  Consolidated and Separate Financial Statements

FRS 132  Financial Instruments: Disclosure and Presentation

FRS 133  Earnings Per Share

FRS 136  Impairment of Assets

The above new/revised FRSs do not have significant financial impact on the Group except for FRS 5 and FRS  101 and the principal effects of their adoptions are discussed below:-
(a) FRS 5: Non-current Assets Held for Sale and Discontinued Operations
The Group has applied FRS 5 prospectively in accordance with its transitional provisions which has resulted in a change in accounting policy on the recognition of non-current assets held for sale. An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than continuing use. Immediately before classification as held for sale, the carrying amounts of the non-current assets are measured in accordance with applicable FRSs. Then, on initial classification as held for sale, the non-current assets are recognized at the lower of carrying amount and fair value less costs to sell.
(b) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest 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 


	2.

3.
	Changes in Accounting Policies (contd.)
(b) FRS 101: Presentation of Financial Statements (contd.)

statement of changes in equity, total recognized 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.
Comparatives

The following comparative amounts have been restated due to the adoption of new and revised FRSs:



	
	Previously

Stated

RM’000
	FRS101
(Note 2(b))

RM’000
	Restated

RM’000

	Property, plant and equipment
	219,911
	(110,447)
	109,464

	Biological assets
	-
	         110,447 
	110,447


	4.
	Qualified auditors’ report on preceding annual financial statements
The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.



	5.
	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. 



	6.
	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. 



	7.
	Changes in estimates 

There were no changes in estimates of amounts reported in prior interim periods or prior financial year; except for the adjustments to the provisional goodwill and deferred taxation arising from acquisitions of subsidiaries recognised in the immediate preceding quarter resulting from the derecognition of deferred tax assets of the acquired subsidiaries and revision of fair value of plant & equipment of subsidiaries acquired as follows:-


7.
Changes in estimates (contd.)

	
	Previously stated as at
31/03/2006

RM’000
	Derecognition of deferred tax assets

RM’000
	Revision of fair value of plant & equipment
RM’000
	Restated

RM’000

	Goodwill on consolidation
	4,259
	                 86
	(53)
	4,292

	Property, plant & equipment
	108,751
	-
	              106
	108,857

	Minority interests
	13,149
	(37)
	                23
	13,135

	Deferred Taxation
	32,123
	               123
	                30
	32,276


	
	The derecognition of deferred tax assets of the acquired subsidiaries were as a result of the unused tax losses and unabsorbed capital allowances of the subsidiaries not allowed to be carried forward to offset against future taxable profits as there are changes in the shareholdings of the subsidiaries of  more than 50% under Section 44(5A), 44(5B) and Schedule 3, Paragraphs 75A and 75B of Income Tax Act, 1967. The acquisitions of the subsidiaries did not meet the criteria set in the Ministry of Finance’s guidelines issued in May 2006 for application for exemption from the above restrictions imposed. 


	8.
	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.


	9.
	Dividend paid
(a) An interim dividend of 3.0 sen per share less 28% Malaysian income tax amounting to RM2,592,000 for the financial year ended 31 December 2005 which was approved by the Board on 22 February 2006  was paid on 3 April 2006.
(b) The final dividend of 3.0 sen per share less 28% Malaysian income tax amounting to RM2,592,000 for the financial year ended 31 December 2005 which was approved by the shareholders at the Annual General Meeting on 29 June 2006  was paid on 11 August 2006.


	10.
	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.



	11.
	Valuations of property, plant and equipment 

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


	12.
	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.



	13.
	Changes in the composition of the Group

There was no change in the composition of the Group for the current quarter and financial year-to-date other than: 
(a) the acquisition of 70% equity interests in Better Prospects Sdn. Bhd. by the  wholly-owned subsidiary, Ballerina Sdn. Bhd. for a total cash consideration of RM415,852 which was completed on 15 March 2006; and

(b)  the acquisition of 70% equity interests in Miracle Display by the wholly-owned subsidiary,

      Ballerina Sdn Bhd for a total cash consideration of RM12,000 which was completed on 28   February 2006.
The effects of the acquisitions of the above subsidiaries on the current interim financial results and positions are immaterial.


	14.
	Contingent liabilities or contingent assets
The Company provided corporate guarantees amounting to RM74,561,440 to certain financial institutions and supplier for the banking/credit facilities granted to its subsidiaries. As at 30 June 2006, the total amount owing to these financial institutions and supplier amounted to RM31,817,808.
There are no other contingent liabilities or contingent assets to be disclosed during the current quarter and financial year-to-date under review except for a contingent liability of RM736,903 to the Group being a Writ of Summons dated 8 December 2005 issued on Mature Land Sdn Bhd, a wholly-owned subsidiary in connection with the disposal of its leasehold plantation completed in October 2004.



	15.
	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 2006 is as follows:

	
	RM’000

	Approved and contracted for
	2,345

	Approved but not contracted for
	7,658

	
	10,003


	16.
16.
	Review of performance 

The Group recorded a profit before tax of RM3.734 million for the current quarter and RM7.257 million for the current year-to-date on the back of turnover of RM44.153 million for the current quarter and 88.349 million for the current year-to-date. These represent: 

(a) an increase of 6% in profit before tax and a decrease of 9% in revenue as compared to the profit before tax and revenue in the preceding year corresponding quarter ended 30 June 2005 respectively; and

(b) an increase of 10% in profit before tax and a decrease of 6% in revenue as compared to the profit before tax and revenue in the preceding year corresponding period ended 30 June 2005 respectively.

Review of performance (contd.)

The increase in profit before tax for the current quarter and year-to-date were mainly due to higher FFB production from the Group’s plantations as compared to the preceding year corresponding quarter and period. The decrease in revenue for the current quarter and year-to-date were mainly due to decrease in CPO sales as compared to the preceding year corresponding quarter and period.



	17.
	Variance of the results against the immediate preceding quarter

The Group recorded a profit before tax of RM3.734 million for the current quarter, which represents an increase of 6% over the profit before tax of RM3.523 million for the immediate preceding quarter ended 31 March 2006.  Management attributes the increase in profit before tax mainly to higher mill contribution in the current financial quarter as compared to the immediate preceding quarter.

	18.
	Prospects

Barring any unforeseen circumstances, the Directors are of the opinion that the Group's performance will be in line with industry norms.

	19.
	Profit forecast 

Not applicable



	20.


	Income tax expense
Income tax expense comprise :-

	
	
	Individual Quarter
	Cumulative Quarter

	
	
	Current Year Quarter 

Ended

30/06/2006
RM’000
	Preceding Year Corresponding Quarter

Ended

30/06/2005
RM’000
	Current Year- To-Date 

Ended

30/06/2006
RM’000
	Preceding Year Corresponding Period

Ended

30/06/2005
 RM’000

	
	Tax expense for the period:
	
	
	
	

	
	Malaysian Taxation
	687
	247
	1,237
	488

	
	Deferred taxation
	297
	718
	579
	926

	
	
	984
	965
	1,816
	1,414

	
	
	
	
	
	

	
	Real Property Gain Tax
	15
	2
	15
	205

	
	
	
	
	
	

	
	Under / (over) provided 

 in prior years:
	
	
	
	

	
	Malaysian taxation
	-
	-
	(1)
	43

	
	Real Property Gain Tax
	-
	-
	-
	(234)

	
	
	999
	967
	1,830
	1,428

	20.

	Income tax expense (contd.)

The Group’s effective tax rate for the current quarter and financial year to-date was comparable to the average statutory tax rate applicable to each company within the Group.



	21.


	Unquoted investments and/or properties 

There were no disposals of unquoted investments and/or properties for the current quarter and financial year-to-date; except on 31 May 2006, the subsidiary, Growth Enterprise Sdn Bhd had completed the disposal of a freehold property for a cash consideration of RM880,000, resulting in a net gain on disposal of RM74,870. 


	22.
	Quoted securities



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


	23.
	Corporate proposal

On 20 December 2005, the Company announced to Bursa Malaysia that the Board had on 19 December 2005 granted approval for Ladang Zupakeja Sdn Bhd, a 73.5% owned subsidiary which is presently a dormant company to be wound up voluntarily by way of Members’ Voluntary Winding Up pursuant to Section 251(1)(b) of the Companies Act, 1965. The completion of the Members’ Voluntary Winding Up is pending clearance from the relevant statutory bodies.


	24.
	Group’s borrowings and debt securities

Particulars of the Group’s borrowings as at 30 June 2006 are as follows :-

	
	                         Secured        RM’000
	
	

	Short term borrowings
	
	
	

	
	
	
	

	Bank overdrafts
	422
	
	

	Bankers’ acceptances
	11,081
	
	

	Revolving credit
	10,081
	
	

	Term loans
	6,453
	
	

	
	28,037
	
	

	Hire purchase and lease payables
	853
	
	

	Sub-total
	28,890
	
	

	Long term borrowings
	
	
	

	
	
	
	

	Term loans
	11,256
	
	

	Hire purchase and lease payables
	826
	
	

	Sub-total
	12,082
	
	

	
	
	
	

	Total Borrowings
	40,972
	
	

	24.
	Group’s borrowings and debt securities (contd.)

There are no borrowings denominated in foreign currency.

There are no debt securities issued as at 30 June 2006.



	25.
	Off balance sheet risk financial instruments
The Group does not have any financial instruments with off balance sheet risks issued as at 29 August 2006.

	26.
	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 29 August 2006.

	27.
	Dividend 
No dividend has been declared for the current quarter ended 30 June 2006.


	28.

	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

30/06/2006
RM'000
	
	Preceding Year Corresponding Quarter

Ended

30/06/2005
RM'000
	
	Current Year- To-Date

Ended

30/06/2006
 RM'000
	
	Preceding Year Corresponding Period

Ended

30/06/2005
 RM'000

	
	
	
	
	
	
	
	
	

	(a)
	Profit attributable to 

 equity holders of the parent
	2,598
	
	2,445
	
	5,131
	
	4,760

	
	
	
	
	
	
	
	
	

	(b)
	Weighted average number of shares
	120,000
	
	120,000
	
	120,000
	
	120,000

	
	
	
	
	
	
	
	
	

	(c)
	Basic earnings per share (sen)
	2.17
	
	2.04
	
	4.28
	
	3.97

	
	
	
	
	
	
	
	
	


The Group has no potential ordinary shares in issue as at end of current quarter and therefore, diluted earnings per share has not been presented.
	29.
	Net assets per share attributable to equity holders of the parent
The net assets per share attributable to equity holders of the parent is calculated by dividing the total equity attributable to equity holders of the parent by 120,000,000 ordinary shares of the Company in issue as at end of current quarter. 



	30.
	Authorisation for issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 29 August 2006.



By Order of the Board

Dorothy Luk Wei Kam

Company Secretary

Kota Kinabalu, Sabah

29 August 2006
6
10

