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A. NOTES TO THE INTERIM FINANCIAL REPORTING

FRS 134 DISCLOSURE REQUIREMENTS

(a) Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134 “Interim Financial Reporting” and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).

The merger between Tradewinds (M) Berhad’s plantation subsidiaries and Johore Tenggara Oil Palm Berhad was completed on 28 February 2006.

This is the second set of consolidated financial statements prepared by Tradewinds Plantation Berhad (“TPB”) since its listing on the Bursa Securities on 15 March 2006. There are no comparative Group figures.

(b) Changes in Accounting Policies

The Malaysian Accounting Standards Board has issued a total of 21 new and amended Financial Reporting Standards and other Interpretations (“FRS”). A total of 18 FRSs will be effective for financial statements commencing 1 January 2006.

The adoption of the FRSs have resulted in changes to the Group’s accounting policies in the following areas that have affected the amounts reported for the current period. They are as follows:

i)
FRS 3 – Business combination

Under the FRS 3 ‘Business combination’, negative goodwill which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition, is now recognized immediately to the income statement. Prior to 1 January 2006, negative goodwill was used to reduce the goodwill in the balance sheet. 

ii) 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 associates and other disclosures. Minority interests are now presented within total equity in the consolidated balance sheet and as an allocation from net profit in the consolidated income statement. The movement of minority interests is now presented in the consolidated statement of changes in equity.

(c) Audit report of the preceding year’s consolidated financial statements

There is no preceding year’s consolidated financial statements as the TPB Group was only established on 28 February 2006. 

(d) Seasonal or cyclical factors

The Group’s plantation operations are affected by seasonal crop production, weather condition and fluctuating commodity prices.

(e) Exceptional item

There is no exceptional item in the financial quarter under review.

(f) Nature and amount of changes in estimates

There is no material change in the nature and amounts in estimates that has a material effect in the current financial quarter.

(g) Issuances, cancellation, repurchases, resale and repayment of debt and equity securities.

There has been no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter under review. 

(h) Dividends paid

No dividend has been paid during the financial quarter.

(i) Segmental reporting

No segmental information has been prepared as the Group’s principal activity in the current financial period involves predominantly the cultivation of oil palm, processing and sales of fresh fruit bunches, crude palm oil and palm kernel and is wholly carried out  in Malaysia.

(j) Valuation of property, plant and equipment

There is no revaluation of property, plant and equipment carried out during the quarter under review.

(k) Material events subsequent to second financial quarter

There is no material event subsequent to the end of the current quarter.

(l) Changes in the composition of the Group

On 7 June 2006, TPB acquired 6,340,587 ordinary shares of RM1.00 each in the issued and paid up share capital of Ladang Serasa Sdn Bhd (“LSSB”), representing 30% equity interest in LSSB, for a total cash consideration of RM16.5 million (“the Shares Acquisition”).

LSSB is principally involved in the business of cultivation of oil palm and production of crude palm oil. Prior to the Shares Acquisition, TPB owned 70% of the total issued and paid up share capital of LSSB. With the Shares Acquisition, LSSB becomes a wholly owned subsidiary of TPB.

The Shares Acquisition does not have a material effect on the earnings or net assets of TPB Group for the year ending 31 December 2006. None of the directors or substantial shareholders of TPB or persons connected to them has any interest, direct or indirect, in the said acquisition. 
(m)
Contingent liabilities

30/6/2006

            
RM’000

Corporate guarantee for credit facilities granted to third

parties under “Skim Industri Pertanian”
897

B. ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF

BURSA SECURITIES
1. Review of performance

The TPB Group’s financial result for the current quarter recorded a revenue of RM102.64 million and a loss before tax of RM3.82 million. The loss before tax position was due to the relatively lower crop production which is normally lower in the first half of the year as compared to the second half. The revenue generated was unable to cover the total expenditure which is generally higher in the first half of the year. 

No comparison is made to the financial result of the previous quarter ended 31 March 2006 as the first quarterly announcement consist of only one month performance.

2. Prospects for the current financial year


The Directors are of the opinion that the Group’s operating results for the current financial year would be satisfactory in anticipation of the continued buoyant palm product prices and the prospects of better crop production in the second half of the current year as compared to the first half.

3. Variance of actual profit from forecast profit

Not applicable.



4.
Taxation


Current Year        Quarter 30.6.2006

RM’000



Current Year To date 30.6.2006 RM’000



Income tax expense
(4,051)

(5,405)

Deferred tax
4,049

6,286


(2)

881






The taxation charge of the Group for the current quarter reflects an effective rate which is higher than the statutory income tax rate mainly due to certain expenses that are not deductible for tax purposes and tax losses of subsidiaries which are not available for group relief.

For the period to date, the deferred tax of the Group as shown above, consists of the reversal of provision for deferred tax on the revaluation surplus of certain properties, in line with the amortisation of the properties.

5. Unquoted securities and / or properties

There is no sale of unquoted investments and/or properties for the financial quarter under review. 

6.
Quoted securities other than securities in existing subsidiaries and associated company



(a) 
There was a disposal of 285,000 shares in a quoted security at a selling price of RM2.50 per share, recognising a gain on disposal of RM 170,739. 


(b) There was no purchase of quoted securities during the quarter under review.


(c) 
Summary of all investments as at 30 June 2006


30/6/2006


RM’000

Total investments at cost
4,196

Total investments at carrying value / book value     
2,404

Total investments at market value at end of reporting period
2,404

7. Status of corporate proposals


The merger between Tradewinds (M) Berhad‘s (“TMB”) plantation subsidiaries and Johore Tenggara Oil Palm Berhad (“JTOP”) involving the following, was completed on 28 February 2006. 

(i) Acquisitions by TPB from TMB of the issued and paid-up share capital held by TMB in its plantation subsidiaries (“Plantation Subsidiaries”) for a total purchase consideration of RM687,124,750 satisfied by the issuance of 369,153,315 new ordinary shares of RM1.00 each in TPB at an issue price of RM1.60 per TPB Share and RM96,479,445 nominal value of 10-year 3% irredeemable convertible unsecured loan stocks (“ICULS”) in TPB.

(ii) Exchange of the entire issued and paid-up share capital of JTOP comprising 160,000,000 ordinary shares of RM1.00 each in JTOP with TPB Shares between TPB and all the existing shareholders of JTOP pursuant to a members’ scheme of arrangement under Section 176 of the Companies Act, 1965  on the basis of 1 new TPB Share for every 1 existing JTOP Share held by the JTOP Existing Shareholders.

(iii) Assumption by TPB of RM63,520,555 of the net inter-company advances by TMB to certain Plantation Subsidiaries as at 31 December 2003 through the issuance of RM63,520,555 nominal value of TPB ICULS to TMB.

(iv) Effective 15 March 2006, TPB shares and ICULS were successfully listed on the Bursa Securities when JTOP transferred its listing status to TPB.

The approval of the merger by the Securities Commission (“SC”) was subject to compliance of certain conditions imposed on the landed properties of the TPB Group. The SC had vide their letter dated 1 June 2006 approved TPB’s application for extension of time to comply with the conditions imposed by the SC. 

The status of Compliance of Conditions imposed by the SC on the landed properties of the subsidiaries of TPB as at 30 June 2006 are as follows:

No.
Property
Beneficial owner
Condition and extension of time
Status of compliance







(a)
Lot No. 821, Mukim of Layang-Layang and Lot Nos. 2475, 2589, 2725 and 3293, Mukim of Sedenak, all within the District of Johor Bahru, Johor

(1,189 ha of oil palm plantation known as Ladang Air Manis)
Teon Choon Realty Company Sdn Bhd

(“TCRC”)
The company is to obtain the approval for the change of express conditions, from rubber cultivation to those suitable for the current use of the land, which is currently planted with oil palm.

The extension of time for compliance is from 10 June 2006 to 9 December  2006.
Lot No. 2725 – Complied. The Pejabat Pentadbir Tanah Daerah Kulai, Johor (“PPTD Kulai”) had on 20 December 2005 approved the change of express conditions. 

Lot Nos. 821, 2475, 2589 and 3293 - To be complied. Application for the change of express conditions was submitted on 6 July 2005 and is pending approval from the PPTD Kulai. 







No.
Property
Beneficial owner
Condition and extension of time
Status of compliance







(b)
PTD Nos. 1098, 3494, 1429 and 3277 to 3281, Mukim of Hulu Sungai Johor, District of Kota Tinggi, Johor

(3,033 ha of oil palm plantation known as Ladang Sisek)
Pertanian Johor Tenggara Sdn Bhd (“PJT”)
The company is to obtain the approval for the change of express conditions, from rearing of animal/chicken, to those suitable for the current use of the land, which is currently planted with oil palm.

The extension of time for compliance is from 10 June 2006 to 9 November  2006.
Application for the change of express conditions was submitted on 14 May 2005 and is pending approval from the Pejabat Pentadbir Tanah Kota Tinggi, Johor. 







( c )
PTD Nos. 27725 to 27726, Mukim of Kluang, District of Kluang, Johor

(694 ha of oil palm plantation known as Ladang Sembrong Kiri) 
Tanah Semai Sdn Bhd 
The company is to obtain the approval for the change of express conditions, from mixed cultivation to those suitable for the current use of the land, which is currently planted with oil palm.

The extension of time for compliance is from 10 June 2006 to 9 December  2006.
Lembaga Kemajuan Johor Tenggara (“KEJORA”), the registered owner of PTD 27726, had on 16 January 2006 rejected JTOP’s appeal to KEJORA on 21 June 2005 to apply for the change of express conditions to the PPTDK.

Following JTOP’s appeal to the Chairman of KEJORA on 28 February 2006 (“JTOP’s Appeal”), KEJORA had via its letter dated 8 May 2006 approved JTOP’s Appeal. 

As at todate, JTOP is awaiting KEJORA’s application to the relevant authority for the change of express conditions.
The express conditions for PTD No. 27725 do not need to be changed as they are currently for oil palm cultivation.







No.
Property
Beneficial owner
Condition and extension of time
Status of compliance







(d)
PT Nos. 856, 857 and 803, Mukim of Hulu Jabur, District of Kemaman, Terengganu

(394.18 ha of oil palm plantation known as Ladang Bukit Sah)
Uni-Agro Sdn Bhd

(“Uni-Agro”)
The company is to obtain the approval for the change of express conditions, from “Ternakan Air/Tanaman Buah-buahan”, to those suitable for the current use of the land, which is currently planted with oil palm.

 The extension of time for compliance is from 10 June 2006 to 31 December  2007.
PT Nos. 856 and 857 – Complied. 

PT No. 803 – Application for the change of express conditions for PT 803 was submitted on 24 October 2004. 

The PPTGT had on 30 June 2005 informed Uni-Agro that its application for the Change of Express Conditions had been postponed until the Proposed Land Acquisition is completed. 

To date, Uni-Agro has yet to receive the notice of acquisition from the relevant authority in respect of the Proposed Land Acquisition. Upon verbal inquiry by representative of Uni-Agro with the PPTGT, PPTGT is unable to furnish a definite timeframe for the completion of the Proposed Land Acquisition. 




8.
Group borrowings



30/6/2006



RM’000


Short term



Bank overdraft – secured
12


Bank overdraft – unsecured
80


Term loans – secured
43,875


Revolving credits – secured
18,300


Revolving credits – unsecured
17,230



79,497


Long term



Term loans – secured
324,589


Total borrowings
404,086

9.
Financial instruments with off balance sheet risks

There is no financial instrument with off balance sheet risks issued as at the date of this quarterly report.

10.
Material litigation

There is no material litigation involving the Group as at the date of this quarterly report.

11. 
Dividend

The Board does not recommend any dividend for the quarter ended 30 June 2006.
12.
Loss per share 

(a) Basic loss per share

The basic loss per share for the current financial quarter is calculated based on the consolidated loss after tax and minority interest of RM1.55 million divided by the number of ordinary shares in issue.

(b) Diluted loss per share

The diluted loss per share for the current financial quarter is calculated based on the consolidated loss after tax and minority interest of RM1.55 million divided by the sum of the number of ordinary shares in issue of 529 million shares and 160 million Irredeemable Convertible Unsecured Loan stocks convertible into 100 million shares.

By Order of the Board 

IDA SURYATI BINTI AB RAHIM (LS007973)

SAKINAH BINTI ABDUL KADIR (MAICSA No. 7000087)

Company Secretaries

Kuala Lumpur

22   August 2006
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