ORIENTAL FOOD INDUSTRIES HOLDINGS BERHAD (Company No.389769-M)
(Incorporated in Malaysia)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE FIRST QUARTER ENDED 30th June  2006


A.         INFORMATION REQUIRED BY FRS 134



1. Basis of Preparation
The condensed interim financial report is unaudited and has been prepared in accordance with FRS 134 (MASB 26) - Interim Financial Reporting and part A of Appendix 9B of the Bursa Malaysia Securities Berhad (“BMSB”) Listing Requirements, and should be read in conjunction with the audited financial statements for the year ended 31 March 2006. 

The accounting policies, methods of computation and basis of consolidation applied in the interim financial statements are consistent with those adopted in the audited financial statements for the financial year ended 31 March 2006 except for the adoption of the following new/revised Financial Reporting Standard (“FRS”) effective for financial period beginning 1 April 2006.

FRS2


Share-based Payment

FRS3


Business Combinations

FRS5


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

Investment 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 above new FRSs does not have significant financial impact to the Group other than FRS 140 of which the impact has been disclosed in Note 1(b) and 2 below. The principle effects of the changes in accounting policies resulting from the adoption of the  new/revised FRSs are discussed below:-

(a) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.
(b) FRS 140: Investment Property
The adoption of this new FRS 140 has resulted in a change in accounting policy for investment properties. Investment properties are now stated at cost less accumulated depreciation and impairment loss. Prior to 1 April 2006, investment properties were stated at valuation less accumulated depreciation and impairment loss. Revaluation was carried out at least once every five years and any revaluation increase is taken to equity as a revaluation surplus. The investment properties were last revalued in 2004 and were classified under property, plant and equipment prior to 1 April 2006.
In accordance with the transitional provisions of FRS 140, this change in accounting policy required retrospective application in accordance with the requirements of FRS 108, which has the following effects :-

· Reclassification of investment properties from property, plant and equipment at carrying amount.

· Reversal of revaluation surplus previously recognized.
· Reversal of deferred taxation relating to revalued portion.

· Reversal of accumulated depreciation relating to revalued portion to retained earnings.

As disclosed in Note 2 below, certain comparatives have been restated due to the adoption of new and revised FRS.

2. Comparatives
The following comparative amounts have been restated due to the adoption of FRS 140 :








    Adjustment

 


   Previously
      FRS 140

Balance sheet


     Stated
     (Note 1(b))

Restated

As at 31 March 2006

     RM’000
       RM’000

  RM’000


Property, plant and equipments
     73,797
       (5,275)

68,522
Investment property

        -                         3,615

  3,615
Retained earnings

      18,971
           209

19,180
Revaluation reserve

       6,620
       (1,467)

  5,153
Deferred tax liabilities

       6,552
         (402)

 6,150

Income statement for the period ended 30 June 2005
Profit After tax


     1,553

8

1,561
3.
Audit Report

The audited report of the preceding annual financial statements did not contain any qualification. 

4.
Seasonal or Cyclical Factors
The business operations of the Group are not materially affected by any seasonal or cyclical factors.

5.
Exceptional /Extraordinary Items

There were no exceptional /extraordinary items for the financial period under review.

6.
Changes in Estimates

There were no changes to the estimates of amounts reported in prior financial years that may have a material effect in the current period.

7.
Debts and Equity Securities


There was no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the current financial quarter.

8.
Dividend Paid
No dividend has been paid during the current quarter.

9.
Segment Information
(a) Primary reporting format - business segment

The Company is primarily organised in one business segment, which is manufacturing and marketing of snack food and confectioneries. As such, no additional primary segment information is prepared as all the relevant information required for the primary segment reporting has been disclosed in the relevant areas of financial statements.

(b)  Secondary reporting format - geographical segments

The Company's business segments are in the following geographical areas:

	
	Sales
	Total assets
	Capital expenditure

	
	30.6.2006
	30.6.2005
	30.6.2006
	30.6.2005
	30.6.2006
	30.6.2005

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	

	Malaysia
	17,208
	16,000
	105,541
	100,341
	1,899
	3,653

	Asia
	9,450
	6,258
	0
	0
	0
	0

	Middle East
	2,233
	1,730
	0
	0
	0
	0

	Africa
	660
	506
	0
	0
	0
	0

	Others
	291
	904
	0
	0
	0
	0

	
	───────
	───────
	──────
	──────
	───────
	───────

	
	29,842
	25,398
	105,541
	100,341
	1,899
	3,653

	
	═══════
	═══════
	══════
	══════
	═══════
	═══════


In determining the geographical segments of the Company, sales are based on the country in which the customer is located. There are no sales between segments. Total assets and capital expenditure are determined based on where the assets are located.

10.
Revaluation of Property, Plant and Equipment
There was no revaluation of property, plant and equipment during the financial quarter. The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements other than the reclassification of certain revalued property to investment property, which is now carried at cost less accumulated depreciation as disclosed in Note 1 (b) and 2 above.
11.
Material Events Subsequent to the end of the Reporting Period

There were no material events subsequent to the end of the current quarter reported on that have not been reflected in the financial statements at the date of this interim report other than on 3 April 2006, its subsidiary, Scenic Newlook Sdn Bhd entered into a Sales & Purchase Agreement ("SPA") with a third party for the acquisition of a piece of leasehold land located at Mukim Bukit Katil Daerah Melaka Tengah Negeri Melaka for a total consideration of RM5,668,000 subject to the terms and conditions stipulated in the SPA.
12.
Changes in the Composition of the Company

During the current quarter under review, Scenic Newlook Sdn Bhd which was acquired by the Group in March 2006, has yet to commence its business activities in property development.
13.
Contingent Liabilities
The Company has given guarantees to banks amounting to RM33.0 million (30/6/2005: RM25.8 million) for banking facilities extended to subsidiaries of which RM4.5 million (30/6/2005: RM6.013 million) was outstanding as at 30 June 2006.

14.
Capital Commitments


As at 30/6/2006


RM’000


Authorised, contracted but not provided for:-


-  purchase of property, plant and equipment
334

-  purchase of land
5,101


═════

B.
Additional information required by BMSB Listing Requirements
1.
Review of Performance

For the current financial period under review, the Group recorded revenue and profit before taxation of RM29.8 million and RM2.4 million as compared to the corresponding period’s revenue and profit before taxation of RM25.4 mil and RM1.9 mil respectively. 
The increase in the revenue of 17.5 % was contributed by the sales from the additional production line for layer cakes which was commissioned in the current quarter under review. The increase in the profit before taxation of 27.3% was in line with the increase in revenue.
2.
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

Current 
Preceding


Quarter
Quarter


RM’mil
RM’mil

Revenue
29.8
27.3
Profit before taxation
2.4
1.9

The increased in revenue of 9.2% for the current quarter as compared to the preceding quarter was mainly due to higher sales of layer cakes as mentioned in Note B (1) above. 
3.
Prospects for the Current Financial Year

Baring any unforeseen circumstances, the Board expects that the performance of the Group will be satisfactory for the coming financial year ending 31 March 2007 as the Group enhances house brands through aggressive marketing strategy and heavy advertisement and promotion.

4.
Variance of Actual Profit from Forecast Profit

 The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

5.
Taxation

	
	Current quarter
	Preceding year corresponding quarter
	Current

year todate
	Preceding year corresponding period

	
	30/6/2006
	30/6/2005
	30/6/2006
	30/6/2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Income taxation in Malaysia
	
	
	
	

	- current year
	363
	251
	363
	251

	Deferred taxation
	
	
	
	

	- origination and reversal of 
	
	
	
	

	    temporary difference
	176
	97
	176
	97

	
	────────
	────────
	────────
	────────


	
	539
	348
	539
	348

	
	════════
	════════
	════════
	════════


The effective tax rate for the current quarter and current year to date is lower than the statutory rate due mainly to availability of tax incentives for one of its subsidiaries.

6.
Profits on Sale of Unquoted Investments and/or Properties 

There were no sales of unquoted investments and/or properties for the current quarter.

7.
Purchases or Disposals of Quoted Securities

There were no purchase and sale of quoted securities for the current quarter.
8.
Status of Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this quarterly report.

9.

Group borrowings


As at 30/6/2006



RM’000

Borrowings (unsecured) - current



Term loans
2,728



═════



Borrowings (unsecured) – non - current



Term loans
1,799

═════



The borrowings are denominated in Ringgit Malaysia.

10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date of this interim report other than the following outstanding contracts:-


Currency to
Currency to 
RM’000
Contractual

Hedged items
be received
be paid
equivalent
rate




Average
Future sales of 
Ringgit
US Dollar
3,657
1USD = RM3.657
  goods over the
Malaysia

  following 91 days 

- USD1,000,000

B.
Additional information required by BMSB Listing Requirements (continued)
11.
Material Litigation

There was no pending material litigation since the last annual balance sheet date till the date of this interim report.

12.
Dividend

On 25 May 2006, the Directors recommended the payment of a first and final tax exempt dividend of 5 sen per ordinary share for the financial year ended 31 March 2006 amounting to RM3,000,000 on 60,000,000 ordinary shares of RM1.00 each, subject to the approval of the members at the forthcoming Annual General Meeting of the Company.

13.
Earnings per Share

	
	
	Current Year

Quarter

30/6/2006


	
	Preceding Year

Corresponding Quarter

30/6/2005


	Current 

Year

To Date

30/6/2006


	Preceding Year

Corresponding Period

30/6/2005

	Net profit (RM’000)
	
	1,889
	
	1,561
	1,889
	1,561

	
	
	
	
	
	
	

	Number of ordinary shares in issue (‘000)

Basic earnings per share (sen)
	
	60,000

3.15
	
	60,000

2.60
	60,000

3.15
	60,000

2.60



═════
═════
═════
═════

For and on behalf of

ORIENTAL FOOD INDUSTRIES HOLDINGS BERHAD

Son Chen Chuan

Managing Director

Dated: 23 August 2006
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