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 FIRST QUARTER ENDED 31 MARCH 2010
The figures have not been audited


	CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME


	
	Individual Quarter
	 Cumulative Quarter 

	
	Current Year Quarter

Ended

31/03/2010
RM'000
	Preceding Year Corresponding Quarter

Ended

31/03/2009
RM'000
	Current Year- To-Date

Ended

31/03/2010
RM'000 
	Preceding Year Corresponding Period
Ended

31/03/2009
 RM'000

	Revenue
	          90,312
	          60,231
	          90,312
	          60,231

	Operating expenses
	(75,243)
	(48,606)
	(75,243)
	(48,606)

	Other operating income
	               657
	               192
	               657
	               192

	Profit from operations
	          15,726
	          11,817
	          15,726
	          11,817

	Finance costs
	(454)
	(392)
	(454)
	(392)

	Profit before tax
	          15,272
	          11,425
	          15,272
	          11,425

	Income tax expense
	(3,811)
	(3,036)
	(3,811)
	(3,036)

	Profit for the period
	          11,461
	            8,389
	          11,461
	            8,389

	
	
	
	
	

	Other comprehensive income:
	
	
	
	

	Change in fair value of cashflow hedge
	                   8
	-
	                   8
	-

	Deferred tax on fair value change of cashflow hedge
	(2)
	-
	                                     (2)
	-

	Total other comprehensive income for the period
	                   6
	-
	                   6
	-

	
	
	
	
	

	Total comprehensive income for the period
	          11,467
	            8,389
	          11,467
	            8,389

	
	
	
	
	

	Profit for the period attributable to:
	
	
	
	

	Equity holders of the parent
	          10,059
	            7,251
	          10,059
	            7,251

	Minority interests
	            1,402
	            1,138
	            1,402
	            1,138

	
	          11,461
	            8,389
	          11,461
	            8,389

	
	
	
	
	

	Total comprehensive income for the period attributable to:
	
	
	
	

	Equity holders of the parent
	          10,065
	            7,251
	          10,065
	            7,251

	Minority interests
	            1,402
	            1,138
	            1,402
	            1,138

	
	          11,467
	            8,389
	          11,467
	            8,389

	
	
	
	
	

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

	(a)
	Basic, for profit for the period (sen) - (Note 26)
	8.38
	6.04
	8.38
	6.04

	(b)
	Diluted, for profit for the period (sen) - (Note 26)
	N/A
	N/A
	N/A
	N/A


The condensed consolidated statement of comprehensive income should be read in conjunction with the audited financial statements for the year ended 31 December 2009 and the accompanying explanatory notes attached to the interim financial report.

	CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION


	
	As at current quarter ended
31/03/2010
RM'000
	As at preceding financial year ended
31/12/2009
(Restated)

RM'000

	Non-current assets
	
	

	Property, plant and equipment
	182,582
	181,094

	Prepaid land lease payments
	2,152
	2,172

	Biological assets
	103,619
	103,468

	Other receivables
	20,560
	13,945

	Deferred tax assets
	1,378
	1,348

	Goodwill on consolidation
	4,376
	4,376

	
	314,667
	306,403

	
	
	

	Current assets
	
	

	Inventories
	18,657
	18,448

	Biological assets
	3,315
	3,075

	Trade and other receivables
	14,175
	17,355

	Tax refundable
	554
	508

	Cash and bank balances
	14,113
	10,166

	
	
	50,814
	49,552

	
	
	
	

	Current liabilities
	
	

	Trade and other payables
	33,462
	36,642

	Borrowings
	28,469
	24,540

	Hedge derivative
	97
	-

	Taxation
	4,223
	3,213

	
	
	66,251
	64,395

	
	
	
	

	Net current liabilities
	(15,437)
	(14,843)

	
	299,230
	291,560

	
	
	

	Share capital
	120,000
	120,000

	Retained earnings
	127,343
	117,310

	Cashflow hedge reserve
	(52)
	-

	Equity attributable to equity holders of the parent
	247,291
	237,310

	
	
	

	Minority interests
	4,965
	5,563

	Total equity
	252,256
	242,873

	
	
	

	Non-current liabilities
	
	

	Borrowings
	13,238
	14,908

	Deferred tax liabilities
	33,736
	33,779

	
	
	46,794
	48,687

	
	
	299,230
	291,560

	
	
	
	

	Net assets per share attributable to equity holders of the parent (RM) - (Note 27)
	2.06
	1.98


The condensed consolidated statement of financial position should be read in conjunction with the audited financial statements for the year ended 31 December 2009 and the accompanying explanatory notes attached to the interim financial report.

	CONDENSED CONSOLIDATED STATEMENT OF CASHFLOW

	
	Current Year-To-Date

Ended

31/03/2010
 RM'000 
	Preceding Year Corresponding Period
Ended

31/03/2009
(Restated)

 RM'000

	Profit before tax
	15,272
	11,425

	Adjustments for:-
	
	

	
	Depreciation of property, plant and equipment
	2,440
	2,261

	
	Amortisation of prepaid land lease payments
	20
	20

	
	Finance costs
	454
	392

	
	Net loss on disposal of property, plant and equipment
	28
	1

	
	Realised loss on settled hedge derivative
	(77)
	-

	
	Change in fair value of settled hedge derivative for current period
	70
	-

	
	Interest income
	(13)
	(4)

	
	
	

	Operating profit before changes in working capital
	18,194
	 14,095

	
	
	

	Changes in working capital
	
	

	
	Net change in inventories
	(210)
	1,567

	
	Net change in biological assets 
	(222)
	(273)

	
	Net change in receivables
	(3,435)
	(1,741)

	
	Net change in payables
	(3,179)
	(4,923)

	
	Net taxes paid
	(2,894)
	(3,219)

	
	Finance costs paid
	(463)
	(382)

	
	
	
	

	Net cash flows from operating activities
	7,791
	5,124

	
	
	

	Investing Activities
	
	

	
	Purchase of property, plant and equipment
	(4,025)
	(5,005)

	
	Additions of biological assets 
	(144)
	(59)

	
	Net proceeds from disposals of property, plant and equipment
	45
	2

	
	Interest received
	13
	4

	
	
	
	

	Net cash flows used in investing activities
	(4,111)
	(5,058)

	
	
	

	Financing Activities
	
	

	
	Dividend paid to minority interests
	(2,000)
	(3,001)

	
	Repayment of borrowings
	(1,640)
	(1,704)

	
	Proceeds from drawdown of bank borrowings
	4,442
	-

	
	Payment of hire purchase and finance lease liabilities
	(535)
	(522)

	
	
	

	Net cash flows from/(used in) financing activities
	267
	(5,227)

	
	
	

	Net change in cash and cash equivalents
	3,947
	(5,161)

	
	
	

	Cash and cash equivalents at beginning of financial period
	10,145
	11,203

	
	
	

	Cash and cash equivalents at end of financial period (Note A)
	14,092
	6,042


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (CONTD.) 

Note:

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

	
	Current Year-To-Date

Ended

31/03/2010
RM'000
	Preceding Year Corresponding Period
Ended

31/03/2009
 RM'000

	Fixed deposits with licensed banks held under lien
	                 1,499
	                 1,492

	Cash and bank balances 
	               12,614
	                 4,550

	Bank overdrafts
	                    (21)
	                       -

	
	             14,092
	              6,042


The condensed consolidated statement of cashflow should be read in conjunction with the audited financial statements for the year ended 31 December 2009 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
	Cashflow

Hedge

Reserve

RM’000
	Total

RM’000
	Minority

Interests

RM’000
	Total

Equity

RM’000

	
	
	
	
	
	
	

	Preceding year corresponding period ended 31 March 2009
	
	
	
	
	
	

	
	
	
	
	
	
	

	Balance as at 1 January 2009
	120,000
	92,071
	-
	212,071
	7,102
	219,173

	
	
	
	
	
	
	

	Total comprehensive income for the period
	-
	7,251
	-
	7,251
	1,138
	8,389

	
	
	
	
	
	
	

	Dividends
	-
	-
	-
	-
	(3,001)
	(3,001)

	
	
	
	
	
	
	

	Balance as at 31 March 2009
	120,000
	99,322
	-
	219,322
	5,239
	224,561

	
	
	
	
	
	
	

	
	
	
	
	
	
	


	
	Share Capital

RM’000
	Distributable

Retained Earnings

RM’000
	Cashflow

Hedge

Reserve

RM’000
	Total

RM’000
	Minority

Interests

RM’000
	Total

Equity

RM’000

	
	
	
	
	
	
	

	Current year to date ended 31 March 2010
	
	
	
	
	
	

	
	
	
	
	
	
	

	Balance as at 1 January 2010
	120,000
	117,310
	-
	237,310
	5,563
	242,873

	
	
	
	
	
	
	

	Effects of adopting FRS 139
	-
	(26)
	(58)
	(84)
	-
	(84)

	
	
	
	
	
	
	

	Restated balance
	120,000
	117,284
	(58)
	237,226
	5,563
	242,789

	
	
	
	
	
	
	

	Total comprehensive income for the period
	-
	10,059
	6
	10,065
	1,402
	11,467

	
	
	
	
	
	
	

	Dividends
	-
	-
	-
	-
	(2,000)
	(2,000)

	
	
	
	
	
	
	

	Balance as at 31 March 2010
	120,000
	127,343
	(52)
	247,291
	4,965
	252,256

	
	
	
	
	
	
	


The condensed consolidated statement of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 December 2009 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 2009. 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 2009.



	2.
	Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2009, except for the adoptions of the following new Financial Reporting Standards (FRSs), Amendments to FRSs and Interpretations:


Effective for financial periods beginning on or after 1 July 2009

· FRS 8: Operating Segments

Effective for financial periods beginning on or after 1 January 2010 

· FRS 4: Insurance Contracts

· FRS 7: Financial Instruments: Disclosures

· FRS 101: Presentation of Financial Statements (revised)

· FRS 123: Borrowing Costs

· FRS 139: Financial Instruments: Recognition and Measurement

· Amendments to FRS 1: First-time Adoption of Financial Reporting


Standards and FRS 127: Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

· Amendments to FRS 2: Share-based Payment - Vesting Conditions and Cancellations

· Amendments to FRS 132: Financial Instruments: Presentation

· Amendments to FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures and IC Interpretation 9: Reassessment of Embedded Derivatives

· Amendments to FRSs ‘Improvements to FRSs (2009)’ 

· IC Interpretation 9: Reassessment of Embedded Derivatives

· IC Interpretation 10: Interim Financial Reporting and Impairment

· IC Interpretation 11: FRS 2 - Group and Treasury Share Transactions

· IC Interpretation 13: Customer Loyalty Programmes

· IC Interpretation 14: FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

· TR i - 3: Presentation of Financial Statements of Islamic Financial Institutions

Unless otherwise described below, the adoptions of the above FRSs, Amendments to FRSs and Interpretations do not have any significant impact to the interim financial statements of the Group:
2.
Accounting Policies (Cont’d.)

 (i)
FRS 8: Operating Segment

FRS 8 replaces FRS 1142004: Segment Reporting and requires a ‘management approach’, under which segment information is presented on a similar basis to that used for internal reporting purposes. As a result, the Group's external segmental reporting will be based on the internal reporting to the "chief operating decision maker", who makes decisions on the allocation of resources and assesses the performance of the reportable segments. As the Group’s chief operating decision makers which are the Group’s Executive Directors, rely on internal reports which are substantially similar to those segmental information currently disclosed externally, there will be no changes in basis of segmentation and in the basis of measurement of segment profit or loss in the current interim financial statements.

(ii)
FRS 101: Presentation of Financial Statements (revised)

The revised FRS 101 separates owner and non-owner changes in equity. Therefore, the consolidated statement of changes in equity will now include only details of transactions with owners. All non-owner changes in equity are presented as a single line labelled as total comprehensive income. The Standard also introduces the statement of comprehensive income: presenting all items of income and expense recognised in the income statement, together with all other items of recognised income and expense, either in one single statement, or in two linked statements. The Group has elected to present the condensed consolidated statement of comprehensive income in one single statement.
(iii)
FRS 139: Financial Instruments: Recognition and Measurement
The new Standard on FRS 139: Financial Instruments: Recognition and Measurement establishes principles for recognising and measuring financial assets, financial liabilities and some contracts to buy and sell non-financial items and permits hedge accounting only under strict circumstances. In accordance with the requirement of this standard, the Group assessed its derivatives to see if they qualify for hedge accounting, and following that, have designated its derivatives arising from crude palm oil (“CPO”) commodity swap contracts as cash flow hedges. The Group recognises the changes in their fair values directly in equity, to the extent that the hedges are effective. As allowed under the transitional provisions of FRS 139, the Group has applied the standard prospectively.
(iv)
Amendment to FRS 117: Leases
Amendment to FRS 117: Leases clarifies on the classification of leases of land and buildings. The Group has reassessed and determined that certain leasehold lands of the Group which are in substance finance leases, has reclassified the leasehold lands to property, plant and equipment. The change in accounting policy has been made retrospectively in accordance to the transitional provisions of the amendment. The following comparative figures have been restated following the adoption of the amendment:
	
	As previously reported

RM’000
	Effects of changes in accounting policies

RM’000
	As restated

RM’000

	Non-current assets
	
	
	

	Property, plant and equipment
	104,289
	                       76,805
	181,094

	Prepaid land lease payments
	78,977
	(76,805)
	2,172


	3.
	Qualified auditors’ report on preceding annual financial statements

The auditors’ report on the financial statements for the year ended 31 December 2009 was not qualified.



	4.
	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. 



	5.
	Unusual items

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


	6.
	Changes in estimates 

There were no changes in estimates that have had a material effect in the current quarter results.



	7.
	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.



	8.
	Segmental reporting 



	
	Plantation and milling

RM’000
	Hotel

RM’000
	Fishery

RM’000 
	Elimination

RM’000
	Total

 RM’000

	For three months ended 31 March 2010
	
	
	
	
	

	Segment Revenue
	
	
	
	
	

	External revenue
	88,957
	1,201
	154
	-
	90,312

	Inter-segment revenue
	-
	5
	1
	(6)
	-

	Total
	88,957
	1,206
	155
	(6)
	90,312

	
	
	
	
	
	

	Segment Results
	17,113
	(256)
	9
	-
	16,866

	Unallocated corporate expenses
	
	
	
	
	(1,140)

	Profit from operations
	
	
	
	
	    15,726

	Finance costs
	
	
	
	
	(454)

	Profit before tax
	
	
	
	
	    15,272

	Income tax expense
	
	
	
	
	(3,811)

	Profit for the period
	
	
	
	
	    11,461


	8.
	Segmental reporting (Cont’d.)


	
	Plantation and milling

RM’000
	Hotel

RM’000
	Fishery

RM’000 
	Elimination

RM’000
	Total

 RM’000

	For three months ended 31 March 2009
	
	
	
	
	

	Segment Revenue
	
	
	
	
	

	External revenue
	59,116
	992
	123
	-
	60,231

	Inter-segment revenue
	-
	-
	1
	(1)
	-

	Total
	59,116
	992
	124
	(1)
	60,231

	
	
	
	
	
	

	Segment Results
	13,221
	(335)
	7
	-
	12,893

	Unallocated corporate expenses
	
	
	
	
	(1,076)

	Profit from operations
	
	
	
	
	    11,817

	Finance costs
	
	
	
	
	(392)

	Profit before tax
	
	
	
	
	    11,425

	Income tax expense
	
	
	
	
	(3,036)

	Profit for the period
	
	
	
	
	    8,389


Information on segment assets is not required to be disclosed as there has been no material change in the total assets from the amount disclosed in the last annual financial statements.
	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 change in the composition of the Group for the current quarter and financial year-to-date. 


	12.
	Contingent liabilities or contingent assets
The Company provided corporate guarantees amounting to RM49,050,050 to certain financial institutions and a supplier to secure banking/credit facilities granted by them to its subsidiaries. As at 31 March 2010, the total amount owing to these financial institutions amounted to RM16,436,537.
There are no other 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 capital commitments not provided for in the unaudited interim financial report as at 31 March 2010 is as follows:

	
	RM’000

	Approved and contracted for purchase of property, plant and equipment
	3,520

	Approved but not contracted for purchase of property, plant and equipment
	1,584

	
	5,104

	Approved and contracted for acquisition of foreign subsidiaries
	20,971

	
	26,075


	14.


	Review of performance 

The Group recorded a profit before tax of RM15.272 million on the back of turnover of RM90.312 million for the current quarter. These represent an increase of 34% in profit before tax and an increase of 50% in revenue as compared to the profit before tax and revenue in the preceding year corresponding quarter ended 31 March 2009 respectively. 

The increase in profit before tax and revenue for the current quarter compared to preceding corresponding quarter was due to higher CPO and PK prices, higher FFB production from own estates, higher milling throughput and extraction rates compared to preceding corresponding quarter. 


	15.
	Variance of the results against the immediate preceding quarter

The Group recorded a profit before tax of RM15.272 million for the current quarter, which represents an increase of 28% over the profit before tax of RM11.912 million for the immediate preceding quarter ended 31 December 2009.  Management attributes the increase in profit before tax mainly to higher CPO and PK prices in the current financial quarter as compared to the immediate preceding quarter.

	16.
	Prospects
Barring any unforeseen circumstances, the Directors are of the opinion that the Group's future performance will be in line with industry norms.


	17.
	Profit forecast 

Not applicable.


	18.


	Income tax expense

Income tax expense comprises :-

	
	
	Individual Quarter
	Cumulative Quarter

	
	
	Current Year Quarter 

Ended

31/03/2010
RM’000
	Preceding Year Corresponding Quarter

Ended

31/03/2009
RM’000
	Current Year- To-Date 

Ended

31/03/2010
RM’000
	Preceding Year Corresponding Period
Ended

31/03/2009
 RM’000

	
	Tax expense for the period:
	
	
	
	

	
	Malaysian Income Tax
	3,858
	3,044
	3,858
	3,044

	
	Deferred taxation:
	
	
	
	

	
	- relating to origination and reversal of temporary differences
	(47)
	(3)
	(47)
	(3)

	
	
	9,815
	3,041
	3,811
	3,041

	
	Overprovided 

 in prior years:
	
	
	
	

	
	Deferred taxation
	-
	(5)
	-
	(5)

	
	
	3,811
	3,036
	3,811
	3,036

	
	
	
	
	
	

	
	The Group’s effective tax rates for the current quarter was slightly lower than the statutory tax rate due to utilisation of reinvestment allowance enjoyed by a subsidiary.


	19.


	Unquoted investments and/or properties 

There were no disposals of unquoted investments and/or properties for the current quarter and financial year-to-date. 


	20.
	Quoted securities



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


	21.
	Status of corporate proposals 
(a)    On 21 August 2008, the Company had announced to Bursa Malaysia that it had proposed to implement the following:

(i)    a share split involving the subdivision of every one (1) existing ordinary share of RM1.00 each held in NPC into five (5) ordinary shares of RM0.20 each (“Proposed Share Split”);
(ii) establishment of an employees’ share option scheme of up to fifteen percent (15%) of the issued and paid-up share capital of NPC (“Proposed ESOS”) after the completion of the Proposed Share Split; and

(iii) amendments to the Memorandum of Association of NPC required for the implementation of the Proposed Share Split (“Proposed Amendments”).

(Collectively referred to as the “Proposals”).


21.
Status of corporate proposals (Cont’d.)
On 18 November 2008, the Company had announced to Bursa Malaysia that, after taking into consideration of the recent weak equity market sentiments, the Board had on 17 November 2008 resolved to defer the Proposals until such time the equity market condition has improved. 

(b)   On 25 September 2008, the Company had announced to Bursa Malaysia that the Company’s wholly owned subsidiary, Permata Alam Sdn Bhd had on 24 September 2008 entered into a Conditional Sale and Purchase Agreement with Mr Ir. Ikhsanudin and Mr Budiman (“the Vendors of EAS”) in relation to the Proposed Acquisition of 500 fully paid up shares of IDR 250,000 each in PT Enggang Alam Sawita (“EAS”) at a total purchase price of USD4,788,030. The total purchase price shall be satisfied in six (6) progress payments upon the conditions fulfilled for each instalment. 

        The total progress payments paid to the Vendors of EAS as at 31 March 2010 was USD2,912,097, which represents 88% of the adjusted purchase price of USD3,308,097 based on the total area of 8,482.30 hectares included in the certificate of Hak Guna Usaha issued by the Indonesian authority on 8 February 2010.

(c) On 27 October 2009, the Company had announced to Bursa Malaysia that the Board had on 26 October 2009 granted approval for the following dormant subsidiary/sub-subsidiary companies to be wound up voluntarily by way of Members’ Voluntary Winding Up pursuant to Section 254(1)(b) of the Companies Act, 1965:

(i) Deltafort Sdn Bhd;

(ii) Ngin Kong Holdings Sdn Bhd;

(iii) Syarikat Jejco Sdn Bhd;

(iv) Sebuda Sdn Bhd; and

(v) Summer Focus Sdn Bhd

The completion of the Members’ Voluntary Winding Up is pending clearance from the relevant statutory bodies.

(d) On 21 December 2009, the Company had announced to Bursa Malaysia that the Company’s wholly owned subsidiary, Permata Alam Sdn Bhd (“Permata”) had on 18 December 2009 entered into a Conditional Sale and Purchase Agreement with Mr Ir. Ikhsanudin and Mr Firdaus (“the Vendors of ABS”) in relation to the Proposed Acquisition of 2,375 fully paid up shares of IDR 100,000 each representing 95% equity interest in PT Agronusa Bumi Sejahtera (“ABS”) at a maximum purchase consideration of USD3,160,518.90 (“the Proposed Acquisition of ABS”) based on the total area of 8,338 hectares included in the certificates of Izin Lokasi and Izin Usaha Perkebunan. The total purchase price shall be satisfied in five (5) progress payments upon the conditions fulfilled for each instalment. On 5 March 2010, Permata entered into an Amendment Agreement to the Conditional Share Sale and Purchase Agreement and an Amendment Agreement to the Service Provision Agreement (“the Amendment Agreements”) with the Vendors of ABS in relation to the Proposed Acquisition of ABS. The Amendment Agreements were entered into to facilitate the transfer of all rights and obligations of Permata under the original Conditional Share Sale and Purchase Agreement entered into on 18 December 2009 to Miasa Plantation Sdn Bhd, another wholly owned subsidiary of the Company. 
21.
Status of corporate proposals (Cont’d.)
The total progress payments paid to the Vendors of ABS as at 31 March 2010 was USD790,129.73, which represents 25% of the total purchase price.
(e) 
On 8 March 2010, the Company had announced to Bursa Malaysia that the Company’s wholly owned subsidiary, Miasa Plantation Sdn Bhd (“Miasa”) had on 5 March 2010 entered into a Conditional Sale and Purchase Agreement (“CSPA”) with Mr Ir. Ikhsanudin and Mr Budiman (“the Vendors of Nala”) in relation to the Proposed Acquisition of 500 fully paid up shares of IDR 250,000 each in PT Nala Palma Cadudasa (“Nala”) at a maximum purchase consideration of USD4,321,170 (“the Proposed Acquisition of Nala”) based on the total area of 10,830 hectares included in the certificates of Izin Lokasi and Izin Usaha Perkebunan. The total purchase price shall be satisfied in five (5) progress payments upon the conditions fulfilled for each instalment. On 21 May 2010, the Company had announced to Bursa Malaysia that Miasa had on 20 May 2010 entered into a First Amendment of the CSPA with the Vendors of Nala in relation to the Proposed Acquisition of Nala. As Nala has obtained an additional Grant of Location Permit for Oil Palm Plantation with the total land area of approximately 8,475 hectares located at Senabah Village, Ngayau Village and Mulupan Village of Muara Bengkal District, Kutai Timur Regency, of East Kalimantan Province, Indonesia (“the Additional Land”) on 14 April 2010 (“Location Permit II”) and obtained the Grant of Plantation Business Permit for Oil Palm Plantation for the Additional Land on 23 April 2010 (“IUP II”), the First Amendment of the CSPA is required to amend the purchase consideration and several terms and conditions stated in the CSPA to take into account and  reflect the Additional Land. Due to the increase of the parcel area of the land granted to Nala pursuant to the Location Permit II and IUP II obtained, the maximum purchase consideration for the Proposed Acquisition of Nala shall be revised to USD 399 multiplied by 19,305 hectares totalling USD 7,702,695.
The total progress payments paid to the Vendors of Nala as at 31 March 2010 was USD1,080,292.50, which represents 14% of the revised purchase consideration.
	22.
	Group’s borrowings and debt securities

Particulars of the Group’s borrowings as at 31 March 2010 are as follows :-

	
	                         Secured        RM’000
	
	

	Short term borrowings
	
	
	

	
	
	
	

	Bank overdrafts
	21
	
	

	Bankers acceptance
	4,442
	
	

	Revolving credit
	17,030
	
	

	Term loans
	5,866
	
	

	
	27,359
	
	

	Hire purchase and lease payables
	1,110
	
	

	Sub-total
	28,469
	
	


	22.
	Group’s borrowings and debt securities (Cont’d.)

	
	Secured        RM’000
	
	

	Long term borrowings
	
	
	

	
	
	
	

	Term loans
	12,397
	
	

	Hire purchase and lease payables
	841
	
	

	Sub-total
	13,238
	
	

	
	
	
	

	Total Borrowings
	41,707
	
	

	.

	There are no borrowings denominated in foreign currency.

There are no debt securities issued as at 31 March 2010.




23.
Financial Instruments


Derivatives

As at 31 March 2010, the outstanding CPO commodity swap contracts which have been entered into by the Group to manage and hedge the exposure of the Group’s plantation segment to adverse price movements in CPO commodities are as follow:

	Nature of the CPO commodity swap contracts
	Notional Value
	Fair Value

(RM’000)

	To receive fixed CPO price and to pay floating CPO prices to counter party for the period from April 2010 to June 2010
	300 MT per month at fixed CPO price of RM2,490.00 per MT
	97
(derivative liability)


Accounting Policies

Derivative financial assets and liabilities are initially recognised, and subsequently measured at fair value. The fair values of the CPO commodity swap contracts are determined based on the estimated amounts that the Group would expect to pay or receive on the termination of the outstanding positions as at the balance sheet date arising from such contracts and are determined by reference to the difference between the contracted price and the CPO commodity future price. The Group’s derivatives are principally in respect of CPO commodity swap contracts which are used to hedge the exposure of the Group’s plantation segment to adverse price movements in CPO commodities, where cash flow hedging can be obtained.

Changes in fair values for derivatives that are designated as cash flow hedges are recognized directly in equity, to the extent that they are effective, with the ineffective portion being recognised in the income statement. Where the hedged item results in a non-financial asset, the accumulated gains and losses, previously recognised in equity, are included in the initial carrying value of the asset. Where the underlying transaction does not result in such an asset, the accumulated gains and losses are recognised in the income statement in the same periods as the hedged item. For derivatives that do not qualify for hedge accounting or are not designated as hedges, the changes in their fair values are recognised in the income statement in the period in which they arise.

23.
Financial Instruments (Cont’d.)

In order to qualify for hedge accounting, the Group is required to document prospectively the relationship between the item being hedged and the hedging instrument. The Group is also required to demonstrate an assessment of the relationship between the hedged item and the hedging instrument, which shows that the hedge will be highly effective on an ongoing basis. This effectiveness testing is reperformed periodically to ensure that the hedge has remained, and is expected to remain, highly effective.

Credit Risks

The associated credit risk is minimal as the CPO commodity swap contracts were entered into with a reputable bank. 

Cash Requirements

The Group will fund the cash requirements of the CPO commodity swap contracts from its net cash flow from operating activities when the payments fall due.

Losses arising from fair value changes of CPO commodity swap contracts

The losses arising from the fair value changes of the CPO commodity swap contracts during the current quarter are as follow:
	
	RM’000

	Realised losses
	  77

	Unrealised losses
	  97

	Total
	174


The basis for arriving at the fair value changes of the CPO commodity swap contracts is stated in the Accounting Policies section of this note. 

The reason for the losses is due to the floating CPO prices paid or payable to the counterparty which are determined with reference to the CPO commodity future prices which are higher than the fixed CPO price contracted for each contracted month.

	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 24 May 2010, except for on 20 January 2010, the High Court of Sabah awarded a judgment sum of RM565,686.44 being the claim by Atlantic Plantation Sdn. Bhd. (“Atlantic”) against Mature Land Sdn. Bhd. (“MLSB”), a wholly-owned subsidiary of the Company for alleged failure of delivery of vacant possession of 51.37 acres, a portion of the leasehold land being disposed by MLSB to Atlantic in October 2004.  The judgment also states that upon full payment of the judgment sum and all interests imposed in the judgment, ownership of the said 51.37 acres shall revert to MLSB. MLSB has submitted a notice of appeal to the Court of Appeal on 11 February 2010.  Provision has been made in the Group’s financial statements for the previous financial year in respect of the judgment sum and the imposed interests.



	25.
	Dividend 

At the forthcoming Annual General Meeting, a final single-tier dividend in respect of the financial year ended 31 December 2009 of 3 sen per share on 120,000,000 ordinary shares, amounting to a dividend payable of RM3,600,000 will be proposed for shareholders’ approval.


	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

31/03/2010
RM'000
	
	Preceding Year Corresponding Quarter

Ended

31/03/2009
RM'000
	
	Current Year- To-Date

Ended

31/03/2010
 RM'000
	
	Preceding Year Corresponding Period
Ended

31/03/2009
 RM'000

	
	
	
	
	
	
	
	
	

	(a)
	Profit attributable to 

 equity holders of the parent
	10,059
	
	7,251
	
	10,059
	
	7,251

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	(c)
	Basic earnings per share (sen)
	8.38
	
	6.04
	
	8.38
	
	6.04

	
	
	
	
	
	
	
	
	


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.
	27.
	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.



	28.
	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 24 May 2010.




By Order of the Board

Dorothy Luk Wei Kam

Company Secretary

Kota Kinabalu, Sabah

25 May 2010
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