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A. 
NOTES TO THE INTERIM FINANCIAL REPORTING

1. 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”).

This is the third 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.

2. Changes in Accounting Policies

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the audited financial statements for the year ended 31 December 2005 of the Company and its individual subsidiaries prior to the formation of the Group except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006: -
	FRS 2
	Share-based Payment

	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 121
	The Effects of Changes in Foreign Exchange Rates

	FRS 127
	Consolidated and Separate Financial Statements

	FRS 128
	Investments in Associates

	FRS 131
	Interests in Joint Ventures

	FRS 132
	Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets

	FRS 138
	Intangible Assets

	FRS 140
	Investment Property


The adoption of the FRSs has resulted in changes to the Group’s accounting policies in the following areas that have affected the amounts reported for the current period: -
(a)
FRS 3 : Business combination

Under the FRS 3, goodwill is not amortised and is carried at cost less accumulated impairment losses and is subject to annual impairment test, or more frequently if events or changes in circumstances indicate that it might be impaired. Prior to 1 January 2006, goodwill was amortised on a straight line basis over its estimated useful life.

(b)
FRS 101 : Presentation of Financial Statements

The adoption of this FRS 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 of the total profit or loss for the period in the consolidated income statement. The movement of minority interests is now presented in the consolidated statement of changes in equity.

3. Audit Report of the Preceding Year’s Consolidated Financial Statements
There is no preceding year’s consolidated financial statements as the Group was only established on 28 February 2006. 

4. Seasonal or Cyclical Factors

The Group’s plantation operations are affected by seasonal production of fresh fruit bunches, weather condition and fluctuating commodity prices. Generally, the production of fresh fruit bunches is relatively higher in the second half of the year.
5. Unusual Items
There is no unusual item in the financial quarter under review. However, for the financial period up to 30 September 2006, there is a derecognition of reserve on consolidation amounting to RM220.85 million with a corresponding adjustment to retained earnings following the adoption of the transitional provisions of FRS 3.

6. Changes in Estimates

There is no change in estimates of amounts reported in prior quarters of the current financial year that has a material effect in the current quarter.
7. Changes in Debt and Equity Securities
On 28 February 2006, the Company issued the following debt and equity securities pursuant to the merger exercise as detailed in paragraph 12: -

	
	Ordinary shares
	Irredeemable Convertible Unsecured Loan Stocks

	
	RM’000
	RM’000

	
	
	

	Acquisitions 
	369,153
	96,479

	Share Exchange 
	160,000
	-

	Debt Assumption 
	-
	63,521

	Total
	529,153
	160,000


8. Dividends Paid

There is no dividend paid during the current financial year to date.
9. Segmental Reporting

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

10. Valuation of Property, Plant and Equipment

There is no revaluation of property, plant and equipment carried out during the current financial year to date.

11. Material Subsequent Events 

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

12. Changes in the Composition of the Group

There is no change in the composition of the Group in the financial quarter under review. However, for the financial period ended 30 September 2006, the following changes occurred:-
(a)
The Company has undertaken a merger exercise with the plantation subsidiaries of Tradewinds (M) Berhad (“TMB”) and Johore Tenggara Oil Palm Berhad (“JTOP”) which was completed on 28 February 2006. The merger exercise involves the followings: -

(i)
Acquisitions by the Company from TMB of the issued and paid-up share capital held by TMB in its 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 the Company (“TPB Shares”) at an issue price of RM1.60 per TPB Share and RM96,479,445 nominal value 10-year 3% irredeemable convertible unsecured loan stocks (“ICULS”) in the Company (“TPB ICULS”) at an issue price of RM1.00 per nominal value TPB ICULS (“Acquisitions”);

(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 (“JTOP Shares”) with 160,000,000 new TPB Shares between the Company and JTOP’s existing shareholders pursuant to a members’ scheme of arrangement under Section 176 of the Companies Act, 1965, on the basis of one new TPB Share for every one existing JTOP Share held by the JTOP’s existing shareholders (“Share Exchange”);
(iii) Assumption by the Company of RM63,520,555, being part of the net inter-company advances owing by certain plantation subsidiaries to TMB, through the issuance of RM63,520,555 nominal value TPB ICULS to TMB (“Debt Assumption”); and
(iv)
Transfer of the listing status of JTOP on the Main Board of Bursa Securities to the Company. On 15 March 2006, the entire 529,153,415 TPB Shares and RM160,000,000 nominal value TPB ICULS were officially listed on the Main Board of Bursa Securities.  

The current year to date results represent the contribution of the Group which was formed on 28 February 2006 following the completion of the merger exercise.

If the merger exercise was completed on 1 January 2006, the Group’s revenue and loss for the period from 1 January 2006 to 30 September 2006 would have been RM279,266,000 and RM2,921,000 respectively.



The assets and liabilities arising from the merger exercise are as follows:-

	
	Fair value
	Acquiree’s

Carrying

Amount

	
	RM’000
	RM’000

	
	
	

	Property, plant and equipment
	2,025,209
	1,478,703

	Investment in associates
	115,321
	115,321

	Other investments
	3,552
	3,552

	Deferred tax assets
	30,403
	30,403

	Goodwill
	44,181
	40,561

	Inventories
	35,579
	35,579

	Trade and other receivables
	325,830
	325,830

	Tax recoverable
	7,005
	7,005

	Deposits placed with licensed banks
	928
	928

	Cash and bank balances
	5,522
	5,522

	Trade and other payables
	(633,041)
	(633,041)

	Tax payables
	(98)
	(98)

	Retirement benefit obligations
	(2,431)
	(2,431)

	Borrowings
	(409,720)
	(409,720)

	Deferred tax liabilities
	(255,214)
	(112,782)

	Total net assets
	1,293,026
	885,332

	Less: Minority interest
	(65,530)
	

	Group’s share of net assets
	1,227,496
	

	Less: Reserve on consolidation
	(220,851)
	

	Purchase consideration
	1,006,645
	

	
	
	

	Satisfied by: -
	
	

	Issue of shares
	846,645
	

	Issue of ICULS
	160,000
	

	
	1,006,645
	




The cash inflow on the completion of the merger exercise is as follows:-

	
	
	Current Year

To Date

	
	
	RM’000

	
	
	

	Purchase consideration satisfied by cash
	
	-

	Cash and cash equivalents of subsidiaries acquired
	
	5,514

	Net cash inflow of the Group
	
	5,514

	
	
	


(b)
On 29 March 2006, the Company acquired the entire shareholding of Tradewinds Plantation Management Sdn Bhd (“TPMSB”) and Tradewinds Plantech Sdn Bhd (“TPSB”) for a cash consideration of RM2 for each company.

TPMSB is principally involved in the provision of plantation management and advisory services and TPSB is principally involved in the provision of technical support and advisory services to subsidiaries within the Group.

The acquisitions do not have a material effect on the results or net assets of the Group for the current quarter and financial year to date.

(c) On 28 April 2006, the Company acquired the entire shareholding of Tradewinds Agro Services Sdn Bhd (formerly known as Sparkling Crest Sdn Bhd) (“TASSB”) for a cash consideration of RM2. 

TASSB is principally involved in the provision of plantation management and advisory services to non-group companies.

The acquisition does not have a material effect on the results or net assets of the Group for the current quarter and financial year to date.

(d)
On 7 June 2006, the Company acquired 6,340,587 ordinary shares of RM1.00 each representing 30% of the issued and fully paid-up share capital of Ladang Serasa Sdn Bhd (“LSSB”), which was previously a 70% owned subsidiary of the Company, for a cash consideration of RM16.5 million.

LSSB is principally involved in the business of cultivation of oil palm and production of crude palm oil. 

The acquisition does not have a material effect on the results or net assets of the Group for the current quarter and financial year to date.
13. Capital Commitments

The amount of capital commitments not provided for in the interim financial statements as at 30 September 2006 are as follows:-

	
	
	
	RM’000

	
	
	
	

	Approved and contracted for
	
	
	48,071

	Approved and not contracted for
	
	
	97,706

	
	
	
	145,777


14. Contingent Liabilities and Contingent Assets
The contingent liabilities as at 30 September 2006 are as follows:-

	            
	RM’000

	
	

	Corporate guarantee for credit facilities granted to third

parties under “Skim Industri Pertanian”
	820


There is no contingent asset as at 30 September 2006.

B. ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES
1. Review of Performance

For the quarter under review, the Group recorded profit before taxation of RM14.03 million on the back of RM100.53 million in revenue. 
For the seven months period ended 30 September 2006, the Group recorded revenue of RM234.11 million and profit before taxation of RM3.86 million.
No comparison is made to the financial results of the preceding year’s corresponding period and quarter as the Group was formed on 28 February 2006.

2. Material Changes in the Profit Before Taxation for the Quarter Reported On as Compared with the Immediate Preceding Quarter

	
	Quarter

Reported 

On

RM'000
	
	Immediate

Preceding

Quarter

RM'000
	
	Increase/

(Decrease) 

RM'000

	
	
	
	
	
	

	Profit/(Loss) before taxation
	14,026
	
	(3,819)
	
	17,845



For the current quarter under review, the Group recorded profit before taxation of RM14.03 million as compared to loss before taxation of RM3.82 million in the immediate preceding quarter. The improvement was mainly due to the seasonally higher production of oil palm products during the quarter under review.

3. Prospects for the Current Financial Year


Based on the prevailing prices of palm products, the Directors are of the opinion that the Group’s operating results for the current financial year would be satisfactory.

4. Variance of Actual Profit from Forecast Profit

Not applicable.

5. Taxation

	
	Current Year        Quarter 

RM’000


	
	Current Year To date RM’000



	Income tax expense
	4,391
	
	9,796

	Deferred tax
	778
	
	(5,508)

	
	5,169
	
	4,288

	
	
	
	


The taxation charge of the Group for the current quarter and financial year to date 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 which are not available for group relief.

6. Unquoted Securities and/or Properties

There is no sale of unquoted investments and/or properties during the current quarter and financial year to date. 

7. Quoted Securities other than Securities in Existing Subsidiaries and Associated Company


(a) The purchases and disposals of quoted securities are as follows:-

	
	Current Year

Quarter

RM’000


	Current Year

To Date

RM’000



	(i)   Purchase consideration of quoted securities
	-
	-

	(ii)  Total sales proceeds of quoted securities
	-
	713

	(iii)  Gain on disposal of quoted securities
	-
	171


(b) Investments in quoted securities as at the reporting period are as follows:-

	
	RM'000

	(i)    at cost
	4,196

	(ii)   at carrying value
	2,413

	(iii)  at market value
	2,413


8. Status of Corporate Proposals


The status of corporate proposals announced but not completed as at 13 November 2006, being the latest practicable date, are as follows:-
The approval of the merger exercise by the Securities Commission (“SC”) was subject to compliance of certain conditions imposed on the landed properties of the Group. The SC had vide their letter dated 1 June 2006 approved the Company’s application for extension of time to comply with the conditions imposed by the SC. 

The status of compliance of the conditions imposed by the SC on the landed properties of the subsidiaries of the Company is 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 the express conditions was submitted to the PPTD Kulai on 6 July 2005 and is pending approval from the PPTD Kulai. TCRC is following up closely with the said authority on the application via informal meetings and telephone follow-up.

	
	
	
	
	

	( b )
	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 still 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

	
	
	
	
	

	(c)
	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 December 2006.
	PTD Nos. 1429, 3278 and 3280 – The express conditions for these titles do not need to be changed as they are currently for oil palm and coconut cultivation.

PTD Nos. 1098, 3279, 3281 and 3494 – Complied. The Pejabat Pentadbir Tanah Kota Tinggi, Johor had on 30 October 2006 approved the change of express conditions for these titles.  
PT No. 3277 – The express condition for this title is rearing of chicken. As the land has been sub-leased to Goldkist Breeding Farms Sdn Bhd for a period of 24 years commencing on 28 May 1986 for the breeding of chicken, the express condition for this title is in compliance with its current use and does not need to be changed.

	
	
	
	
	

	(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 Plantations (Trengganu) 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 to the Pejabat Pengarah Tanah dan Galian Terengganu (“PPTGT”) 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 for the East Coast Expressway by the State Government of Terengganu which involves, amongst others, a part of the land held under PT 803 (“Proposed Land Acquisition”) is completed.
Todate, 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. 




9. Group borrowings

Group borrowings as at the end of the reporting period are as follows:-

	
	RM’000

	Short term
	

	Term loans – secured
	73,175

	Revolving credits – secured
	134,200

	Revolving credits – unsecured
	18,450

	
	225,825

	Long term
	

	Term loans – secured
	371,902

	Irredeemable convertible unsecured loan stock 
	

	 (debt component) - unsecured
	33,765

	
	405,667

	
	

	Total borrowings
	631,492


10. Financial Instruments with Off Balance Sheet Risks

There is no financial instrument with off balance sheet risks issued as at 13 November 2006, being the latest practicable date.
11. Material Litigation

There is no material litigation as at 13 November 2006, being the latest practicable date.
12. Dividend

The Board does not recommend any dividend for the quarter ended 30 September 2006.
13. Earnings Per Share 

(a) Basic earnings per share

The basic earnings per share for the current year to date is calculated by dividing the profit attributable to equity holders of the parent of RM3.4 million by the weighted average number of ordinary shares in issue during the current year to date of 416,732,564.

(b) Diluted earnings per share

There is no disclosure made on the diluted earnings per share for the current financial year to date as the conversion of the irredeemable convertible unsecured loan stock will not result in a dilution of the earnings per share.

By Order of the Board 

IDA SURYATI BINTI AB RAHIM (LS007973)

SAKINAH BINTI ABDUL KADIR (MAICSA No. 7000087)

Company Secretaries

Kuala Lumpur

20 November 2006
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