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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 Financial Reporting Standard (“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 2008.
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 2008. 
The following FRSs and Issues Committee (“IC”) Interpretations were in issue but not yet effective and have not been adopted by the Group:-
	FRS 4
	Insurance Contracts

	FRS 7
	Financial Instruments: Disclosures

	FRS 8
	Operating Segments

	FRS 101
	Presentation of Financial Statements

	FRS 123
	Borrowing Costs

	FRS 139
	Financial Instruments: Recognition and Measurement

	Amendments to FRS 1
	First-time Adoption of Financial Reporting Standards

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

 Cancellations

	Amendments to FRS 127
	Consolidated and Separate Financial Statements: Cost of 

 an Investment in a Subsidiary, Jointly Controlled Entity or 

 Associate

	Amendments to FRS 132
	Financial Instruments: Presentation

	Amendments to FRS 139
	Financial Instruments: Recognition and Measurement

	Amendments to FRSs contained in the document entitled “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

	
	


FRS 4, Amendments to FRS 2 and IC Interpretations 11, 13 and 14 are not applicable to the Group’s operations. The Group is exempted from disclosing the possible impact, if any, to the financial statements upon first adoption of FRS 7 and FRS 139. The other FRSs, Amendments to FRSs and IC Interpretations are not expected to have significant impact on the financial statements of the Group upon their initial adoption except for changes in disclosures arising from the adoption of FRS 8 and FRS 101.
3. 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.
4. Unusual Items

There was no unusual item for the current financial year to date.

5. Change in Estimates

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

There has been no issuance, repurchase and repayment of debt and equity securities during the current financial year to date other than the following:-

(a) the Group raised RM50 million from the issuance of Murabahah Commercial Papers/Medium Term Notes on 16 January 2009 to part-finance the development of the Group’s plantations and the Group’s working capital requirement; and
(b) the Group redeemed RM100 million of Murabahah Commercial Papers/Medium Term Notes on 18 June 2009.

7. Dividends Paid

During the financial year to date, the Company paid the final dividend of 6% per share less 25% income tax in respect of the financial year ended 31 December 2008 amounting to RM23,811,904.
8. Segmental Reporting

No segmental information has been prepared as the Group’s principal activities in the current financial year to date 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.

9. Material Subsequent Events
(a) The Company had on 21 August 2009 entered into a conditional Sale and Purchase Agreement with Gerak Mashyur (Malaysia) Sdn Bhd (“GMSB”) for the acquisition of 700,000 ordinary shares of RM1.00 each, representing 70% of the equity interest, of Northern Integrated Agriculture Sdn Bhd (“NIA”) for a total cash consideration of RM50.36 million (“Proposed Acquisition of NIA”).

NIA is a property development and rubber plantation company. NIA was established as a joint venture vehicle between GMSB and Perbadanan Kemajuan Negeri Kedah to undertake the development of the second border town between Malaysia and Thailand known as “Bandar Sempadan Kota Putra”. 
NIA owns 5 parcels of leasehold agriculture land located at Kota Putra, Mukim Batang Tunggang Kiri, Daerah Padang Terap, Negeri Kedah measuring in aggregate approximately 2,612.99 acres (“NIA Lands”) of which 169.44 acres had been surrendered to the Government following completion of their project in November 2008.
1,115.02 acres of the NIA Lands had been planted with rubber trees whilst the remaining land has the benefit of an approved Master Plan for the development of Bandar Sempadan Kota Putra.



The Proposed Acquisition of NIA was completed on 23 October 2009.
(b)
On 26 October 2009, the Company acquired the entire shareholding of Prisma Spektra Sdn Bhd (“PSSB”) for a cash consideration of RM2. PSSB is an investment holding company.
(c)
On 30 October 2009, PSSB, a wholly owned subsidiary of the Company, entered into a conditional Share Sale Agreement with Semi Bayu Sdn Bhd for the acquisition of 125,709,000 ordinary shares of RM1.00 each, representing the entire issued and paid-up ordinary share capital, of MARDEC Berhad (“Mardec”) for a total purchase consideration of RM150.0 million, which shall be payable in the following manner:-
(i) a first instalment of RM45.0 million or 30% of the purchase consideration to be paid on the completion date; and

(ii) a second instalment of RM105.0 million or 70% of the purchase consideration to be paid on or before the last day of a period of 9 months from the completion date (or such longer period as the parties may mutually agree in writing).

Mardec is an investment holding company and through its local and overseas subsidiary and associated companies, is involved in the processing and trading of natural rubber and the manufacturing of value-added rubber and polymer products. 
Pursuant to the privatisation of Mardec and the Sale and Purchase of Shares Agreement dated 16 January 2003 (“Mardec SPA”) between the Government of Malaysia, the Minister of Finance (Inc.) and Semi Bayu Sdn Bhd, the entire issued and paid-up ordinary share capital of Mardec was transferred to Semi Bayu Sdn Bhd and one (1) special rights redeemable preference share of RM1.00 was issued to the Minister of Finance (Inc.). Under the Mardec SPA, Mardec is to continue its social obligations to rubber smallholders in the context of national development policies including purchasing, processing and marketing smallholders’ rubber. Mardec is also, if requested by the Government, to act as the last resort purchaser at fair prices for rubber from smallholders and to continue to provide assistance and cooperation to current and future Government-initiated programmes.
10. Changes in the Composition of the Group

Save for the disclosure in Note 9 above, there was no change in the composition of the Group during the current financial year to the date of this report other than the voluntary dissolution of the associate in Singapore, TMall Limited (“TMall”), on 30 September 2009. TMall was a 20% owned associate of Quek Shin & Sons Pte Ltd, a wholly owned subsidiary of the Company.
The dissolution of TMall is not expected to have a material effect on the earnings or net assets of the Group for the financial year ending 31 December 2009. 
11. Capital Commitments

The amount of capital commitments not provided for in the financial statements as at 30 September 2009 were as follows:-
	
	
	
	RM’000

	Property, plant and equipment
	
	
	

	- Approved and contracted for
	
	
	80,360

	- Approved and not contracted for
	
	
	162,083

	
	
	
	242,443

	Acquisition of subsidiary
	
	
	

	- Approved and contracted for
	
	
	50,360

	
	
	
	

	Additional investment in jointly controlled entity
	
	
	

	- Approved and contracted for
	
	
	10,000

	
	
	
	302,803


12. Contingent Liabilities and Contingent Assets
There was no contingent liability and contingent asset as at 30 September 2009.

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

For the quarter under review, the Group’s revenue decreased to RM183.5 million from RM263.5 million achieved for the corresponding quarter last year. The decrease in revenue was mainly due to the decline in prices of crude palm oil and palm kernel. In line with the decrease in revenue, the Group recorded a lower profit before tax of RM36.4 million for the current quarter as compared to profit before tax of RM71.4 million for the same quarter last year. 
For the nine months ended 30 September 2009, the Group’s revenue declined to RM465.8 million from RM656.9 million achieved for the corresponding period last year. The decline in revenue was mainly due to lower prices of crude palm oil and palm kernel. The Group’s profit before tax declined to RM24.4 million for the nine months ended 30 September 2009 from RM206.0 million for the corresponding period last year mainly due to the decline in prices of crude palm oil and palm kernel and share of loss in a jointly controlled entity.
2. Material Change 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
RM'000

	
	
	
	
	
	

	Profit/(Loss) before taxation
	36,416
	
	(266)
	
	36,682



For the current quarter under review, the Group recorded profit before taxation of RM36.4 million as compared to loss before taxation of RM0.3 million for the immediate preceding quarter. The improved performance was mainly due to the higher production and sales of palm products and lower operating expenses during the quarter under review.
3. Prospects


Based on the prevailing prices of palm products and the expected increase in production in the remaining period of the year, the Board of Directors expects the results for the remaining period of the current financial year to remain profitable.
4. Variance of Actual Profit from Forecast Profit

The Group has not provided any profit forecast for the current financial year in a public document.

5. Taxation

	
	Current Year        Quarter 

RM’000


	
	Current Year To date RM’000



	Income tax expense
	6,782
	
	12,938

	Deferred tax
	2,615
	
	(2,003)

	
	9,397
	
	10,935

	
	
	
	


The taxation charge of the Group for the 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. Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties during the current financial year to date except for the disposal of a parcel of freehold land and building for a cash consideration of RM1.10 million which was completed on 6 April 2009. The gain arising from the disposal amounted to RM0.65 million. 
7. Quoted Securities other than Securities in Existing Subsidiaries and Associated Company


(a) There was no purchase or disposal of quoted securities.

(b) Investments in quoted securities as at the end of the current quarter were as follows:-

	
	RM'000

	(i)    at cost
	2,312

	(ii)   at carrying value
	684

	(iii)  at market value
	680


8. (a)
Status of Corporate Proposals


Save as disclosed below, there was no corporate proposal announced but not completed as at 12 November 2009:-
(i)
The merger exercise between the plantation subsidiaries of Tradewinds (M) Berhad and Johore Tenggara Oil Palm Berhad was completed on 28 February 2006. The approval of the merger exercise by the Securities Commission was subject to compliance of certain conditions imposed on the landed properties of the Group. The status of compliance was announced to Bursa Securities on 15 July 2009.
(ii)
As mentioned in Note 9(c) of Section A of this report, Prisma Spektra Sdn Bhd (“PSSB”), a wholly owned subsidiary of the Company which was acquired on 26 October 2009, has on 30 October 2009 entered into a conditional Share Sale Agreement with Semi Bayu Sdn Bhd for the acquisition of 125,709,000 ordinary shares of RM1.00 each, representing the entire issued and paid-up ordinary share capital, of MARDEC Berhad (“Mardec”) for a total purchase consideration of RM150.0 million (“Proposed Acquisition of Mardec”).
The Proposed Acquisition of Mardec is conditional upon the fulfilment and satisfaction of the following conditions precedent:-

(a)
the approval of the Economic Planning Unit of the Prime Minister’s Department;

(b)
the approval of the existing financier(s) of Mardec, if required;
(c)
the approval of the shareholders of the Company at a general meeting to be convened;
(d)
the Company and PSSB being satisfied with the results and findings of the financial and legal due diligence investigations into Mardec and its subsidiaries and if applicable, the satisfactory resolution and determination of any issues arising from the due diligence investigations; and
(e)
other requisite approvals, if any.

(b)
Status of Utilisation of Proceeds Raised from Corporate Proposal



There was no corporate proposal involving fund raising.

9. Group Borrowings and Debt Securities
Group borrowings and debt securities as at the end of the reporting period were as follows:-

	
	RM’000

	Short term
	

	Term loans – secured
	66,462

	Murabahah Commercial Papers/Medium Term Notes – secured
	50,000

	Revolving credits – secured
	115,000

	Revolving credits - unsecured
	28,000

	Irredeemable convertible unsecured loan stocks
	3,304

	 (debt component) – unsecured
	

	
	262,766

	Long term
	

	Term loans – secured
	348,377

	Sukuk Ijarah – secured
	210,000

	Irredeemable convertible unsecured loan stocks
	21,621

	 (debt component) - unsecured
	

	
	579,998

	
	

	Total borrowings
	842,764



All of the above borrowings are denominated in Ringgit Malaysia.
10. Off Balance Sheet Financial Instruments

As at 5 November 2009, being the latest practicable date, the Group has the following crude palm oil (“CPO”) swap contract:-
	
	Notional Amount

RM’000
	
	Effective Period


	CPO Floating to Fixed Swap
	4,000
	
	November 2009 to December 2009


This CPO swap contract was entered into with the objective of managing and hedging the exposure of the Group’s revenue and cash flows against adverse price movements of CPO.
The associated credit risk is minimal as this contract was entered into with a reputable bank. Gains or losses arising from this contract are deferred until the settlement dates of such transactions, at which time they are included in the measurement of such transactions. 
11. Material Litigation

There was no material litigation as at 5 November 2009, being the latest practicable date.
12. Dividend

The Board of Directors does not recommend any dividend for the quarter ended 30 September 2009.
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 for the period attributable to equity holders of the Company of RM14,123,000 by the weighted average number of ordinary shares (after assuming conversion of ICULS into ordinary shares) outstanding during the current year to date of 629,153,415.
(b) Diluted earnings per share


Diluted earnings per share is not applicable and not presented because there are no dilutive potential ordinary shares to be issued as the ICULS have been included in the basic earnings per share calculation.
14. 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.
By Order of the Board 

ZAINAL RASHID BIN AB RAHMAN (LS007008)
SAKINAH BINTI ABDUL KADIR (MAICSA No. 7000087)

Company Secretaries
Kuala Lumpur

12 November 2009
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