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A. 
NOTES TO THE INTERIM FINANCIAL REPORT
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”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2006.
2. Changes in Accounting Policies

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted by the Group in the audited financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”): -
	FRS 6
	Exploration for and Evaluation of Mineral Resources 

	FRS 117
	Leases

	Amendment to FRS 119
	Employee Benefits - Actuarial Gains and Losses,

 Group Plans and Disclosures

	FRS 124
	Related Party Disclosures


FRS 6 is not applicable to the Group as the Group is not involved in the exploration of mineral resources. The principal effects of adopting the FRS 117, FRS 124 and Amendment to FRS 119 are as follows:-
(a)
FRS 117 : Leases
The adoption of this FRS has resulted in the reclassification of the Group’s leasehold properties as prepaid lease payments. The transitional provisions allow the revalued leasehold properties’ unamortised carrying amount to be taken as the surrogate carrying amount of prepaid lease payments. Such prepaid lease payments shall be amortised over the lease term.
Following the adoption of FRS 117, the comparatives have been restated to conform to the current period’s presentation as follows:-

	
	As previously stated
	
	Reclassification
	
	Restated

	
	RM’000
	
	RM’000
	
	RM’000

	Condensed Consolidated Balance 

Sheet
	
	
	
	
	

	
	
	
	
	
	

	Property, plant and equipment
	2,018,232
	
	(864,440)
	
	1,153,792

	Prepaid lease payments
	-
	
	864,440
	
	864,440

	
	
	
	
	
	


(b)
Amendment to FRS 119 : Employee Benefits - Actuarial Gains and Losses,  Group Plans and Disclosures
The adoption of this FRS does not have any material impact to the Group as the retirement benefit plan previously undertaken by Johore Tenggara Oil Palm Berhad Group was discontinued in April 2007. 


(c)
FRS 124 : Related Party Disclosures

This FRS does not have any material impact to the Group other than additional disclosure on key management personnel remuneration and disclosure by the Company on related party transactions.

3. Audit Report of the Preceding Year’s Consolidated Financial Statements
The auditors’ report of the preceding annual financial statements was not subject to any qualification.
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 lower in the first half of the year.
5. Unusual Items
There was no unusual item for the current financial year to date. 

6. Change in Estimates

There was no change in estimates of amounts reported in prior financial year that has a material effect in the current quarter.
7. Changes in Debt and Equity Securities

There has been no issuance, cancellation, repurchase, resale and repayment of debt and equity securities during the current financial year to date.

8. Dividends Paid

There was no dividend paid during current financial year to date.

9. Segmental Reporting

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

10. Valuation of Property, Plant and Equipment

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

11. Material Subsequent Event
On 30 April 2007, the Company entered into a conditional Subscription Agreement for the proposed subscription of 100,000,000 new ordinary shares of RM1.00 each in Kongsi Meriah (M) Sdn Bhd (“KMM”) at a total subscription price of RM268 million (“Proposed Subscription”). Upon completion of the Proposed Subscription, KMM would become a 99.9% subsidiary of the Company.
The Proposed Subscription is conditional upon the completion of the agreement dated 18 April 2007 between Gula Padang Terap Plantations Sdn Bhd (“GPTP”) and KMM whereby GPTP has agreed to sell and transfer to KMM the leases granted by Perbadanan Kemajuan Negeri Kedah, presently held by and registered in the name of GPTP, over 54 parcels of leasehold agriculture land measuring approximately 11,411 hectares for a transfer consideration of RM268 million.
The completion of the Proposed Subscription is also subject to approvals of the shareholders of the Company and KMM and approvals of the relevant authorities.
12. Changes in the Composition of the Group

There was no change in the composition of the Group during the current financial year to date. 
13. Capital Commitments

The amount of capital commitments not provided for in the interim financial statements as at 31 March 2007 were as follows:-

	
	
	
	RM’000

	
	
	
	

	Approved and contracted for
	
	
	62,098

	Approved and not contracted for
	
	
	161,902

	
	
	
	224,000


14. Contingent Liabilities and Contingent Assets
The contingent liabilities as at 31 March 2007 were as follows:-

	            
	RM’000

	
	

	Corporate guarantee for credit facilities granted to third

parties under “Skim Industri Pertanian”
	663


There was no contingent asset as at 31 March 2007.

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

For the quarter under review, the Group recorded revenue of RM95.54 million, representing an increase of RM64.6 million from RM30.94 million recorded for the corresponding quarter last year. The increase was due to the contribution of 3-month operation in the current quarter as compared to 1-month operation in the preceding year corresponding quarter as the Group was formed on 28 February 2006.
The Group recorded profit before taxation of RM0.29 million for the current quarter as compared to loss before taxation of RM6.35 million for the corresponding quarter last year. The improved earnings was mainly due to higher average selling price of oil palm products. 
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
	
	 Decrease
RM'000

	
	
	
	
	
	

	Profit before taxation
	293
	
	11,118
	
	(10,825)



For the current quarter under review, the Group recorded profit before taxation of RM0.29 million as compared to profit before taxation of RM11.12 million in the immediate preceding quarter. The decline in profit before taxation was mainly due to lower production of fresh fruit bunches which is a norm in the industry in the early part of the year. In addition, the production was also affected by the inclemental weather during the quarter under review.
3. Prospects


Based on the prevailing prices of palm products and the expected increase in production, the Directors expect the operating results for the remaining period of the current financial year to improve accordingly.

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
	3,208
	
	3,208

	Deferred tax
	(2,136)
	
	(2,136)

	
	1,072
	
	1,072

	
	
	
	


The taxation charge of the Group for the current quarter and financial year to date reflects an effective tax rate which is higher than the statutory income tax rate mainly due to tax losses of certain subsidiaries which are not available for group relief.
6. Unquoted Securities and/or Properties

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

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


(a) There was no purchase and disposal of quoted securities.
(b) Investments in quoted securities as at the reporting period were as follows:-

	
	RM'000

	(i)    at cost
	4,182

	(ii)   at carrying value
	3,028

	(iii)  at market value
	3,098


8. Status of Corporate Proposals


The status of corporate proposals announced but not completed as at 16 May 2007, being the latest practicable date, were as follows:-
(a)
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 30 November 2006 approved the Company’s application for extension of time to comply with the outstanding conditions imposed by the SC. 

The status of compliance of the outstanding 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

	
	
	
	
	

	(i)
	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 December 2006 to 9 June 2007.
	Lot No. 2725, 2475 and 2589 – Complied. The Pejabat Pentadbir Tanah Daerah Kulai, Johor (“PPTD Kulai”) had on 20 December 2005, 29 January 2007 and 13 February 2007 respectively approved the change of express conditions. 

Lot Nos. 821 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. 

	
	
	
	
	

	(ii)
	PTD Nos. 27725 and 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 December 2006 to 9 June 2007.


	Lembaga Kemajuan Johor Tenggara (“KEJORA”), the registered owner of PTD No. 27726, had on 10 January 2007 submitted the relevant application to the Pejabat Tanah Kluang 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

	
	
	
	
	

	(iii)
	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 via SC’s letter dated 1 June 2006.
	PT Nos. 856 and 857 – Complied. 

PT No. 803 – Application for the change of express conditions for PT No. 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 No. 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. 



(b)
On 30 April 2007, the Company entered into a conditional Subscription Agreement for the proposed subscription of 100,000,000 new ordinary shares of RM1.00 each in Kongsi Meriah (M) Sdn Bhd (“KMM”) at a total subscription price of RM268 million (“Proposed Subscription”). Upon completion of the Proposed Subscription, KMM would become a 99.9% subsidiary of the Company.

The Proposed Subscription is conditional upon the completion of the agreement dated 18 April 2007 between Gula Padang Terap Plantations Sdn Bhd (“GPTP”) and KMM whereby GPTP has agreed to sell and transfer to KMM the leases granted by Perbadanan Kemajuan Negeri Kedah, presently held by and registered in the name of GPTP, over 54 parcels of leasehold agriculture land measuring approximately 11,411 hectares for a transfer consideration of RM268 million.

The completion of the Proposed Subscription is also subject to approvals of the shareholders of the Company and KMM and approvals of the relevant authorities.

9. Group borrowings

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

	
	RM’000

	Short term
	

	Term loans – secured
	77,883

	Irredeemable convertible unsecured loan stocks
	

	 (debt component) - unsecured
	2,856

	Revolving credits – secured
	127,000

	Revolving credits – unsecured
	29,000

	Overdraft – unsecured
	70

	
	236,809

	Long term
	

	Term loans – secured
	378,638

	Irredeemable convertible unsecured loan stocks
	

	 (debt component) - unsecured
	29,535

	
	408,173

	
	

	Total borrowings
	644,982


10. Financial Instruments with Off Balance Sheet Risks

There was no financial instrument with off balance sheet risks issued as at 16 May 2007, being the latest practicable date.
11. Material Litigation

There was no material litigation as at 16 May 2007, being the latest practicable date.
12. Dividend

The Board of Directors does not recommend any dividend for the quarter ended 31 March 2007.
13. Loss Per Share 

(a) Basic loss per share

The basic loss per share for the current year to date is calculated by dividing the loss for the period attributable to equity holders of the Company of RM203,000 by the number of ordinary shares in issue during the current year to date of 529,153,415.

(b) Diluted loss per share

Currently, there are potential ordinary shares comprising RM160,000,000 nominal value 10-year 3% irredeemable convertible unsecured loan stocks (“ICULS”) that were issued on 28 February 2006.  The diluted loss per ordinary share for the financial period has been calculated based on the adjusted profit attributable to ordinary equity holders of the Company divided by the number of ordinary shares in issue during the financial period adjusted for the dilutive effect of all potential ordinary shares from conversion of the ICULS.  
The loss for the period attributable to equity holders of the Company and number of ordinary shares in issue during the period used in computing the diluted loss per share have been adjusted as follows:-

	
	
	Current Year To Date

RM’000

	
	
	

	Loss attributable to equity holders of the Company
	
	(203)

	After-tax effect of interest on ICULS 
	
	686

	Adjusted profit attributable to equity holders of the Company
	
	483

	
	
	

	
	
	

	Number of ordinary shares in issue
	
	529,153,415

	Assumed conversion of ICULS
	
	100,000,000

	Adjusted number of ordinary shares in issue and issuable
	
	629,153,415


Based on the above, the ICULS has anti-dilutive effect on the loss per share attributable to equity holders of the Company.
By Order of the Board 

IDA SURYATI BINTI AB RAHIM (LS007973)

SAKINAH BINTI ABDUL KADIR (MAICSA No. 7000087)

Company Secretaries

Kuala Lumpur

23 May 2007
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