Notes to Accounts:

1. Same accounting policies and methods of computation are followed in quarterly financial statements as compared with the annual audited account as on 31st December 2003. This also complies with the listing requirements of Bursa Malaysia Securities Berhad and MASB 26.

2. The audit report of the previous year was unqualified. 

3. Our business is seasonal such as that the total 60% of the total revenue on an average is derived in last four (4) / five (5) months of the year. First six (6) months are considered off-season period generating very small revenue.  

4. During the period till June, we incurred RM 2.25 million as one time expenses relating to our total financing restructuring exercise. This involves the issue of Islamic Notes, (Murabahah Underwritten Notes Issuance Facility / Islamic Medium Term Notes Facility) of upto RM 85 million, for a period of 7 years. This has been included in the financials reported upto September 2004. 

5. There is no unusual item to be reported by the Company which affects the assets, liabilities, equity, net income or cash flow of the Company.

6. The company has not issued or purchased (buyback) any of the shares of the company during the quarter reported.

7. The estimates about the depreciation, interest, and others are on the basis of the basis taken for calculation of the same in the previous year and also follows the relevant laws.  

8. No revaluation of the assets of the company was done during the current period.

9. There is no tax payable, for the current quarter reported, since the Malaysian’s operation has got unabsorbed capital allowances, unutilised tax losses and unutilised reinvestment allowances which do not expire under current tax legislation. The Indian operation has also no Taxes as per the provisions of the Indian Income Tax Act. Only minimum alternate tax (MAT) is applicable to the company. 

10. Material Event


The plant of one of the subsidiary Premium Fats Sdn Bhd (“PFSB”) commenced production from April 2004 producing only shortening as trial. The intended production of Margarine (for which the project was undertaken) is yet to be done in the desired manner.

The company has signed a Memorandum of Understanding (MOU) to form a Joint Venture (JV) with one of a leading Poland based speciality fats manufacturer Elstar Oils SA (“Elstar”), on 24th August 2004.  

No investment has been made till date. The JV company is in the process of getting incorporated

11. The group borrowings and debts securities as at 30th September 2004

Amount in RM’ 000

	
	Total amount
	Repayable within 1 year
	Repayable after 1 year

	a) Secured  
	155,318
	54,373
	100,945

	b) Unsecured  
	4,732
	4,732
	- - -

	c) In Ringgit Malaysia  
	147,365
	56,166
	91,199

	d) In Indian Rupees   

    converted into RM 
	12,685


	2,939
	9,746




All the borrowings in the Indian operations are in Indian Rupees and in the Malaysian operations are in Malaysian Ringgit. There is no borrowing in any other currencies. 

The loan repayable within one year is Overdraft (OD) and trade facilities from various banks, which is renewable in nature.  

12. Major Acquisition
There was no acquisition of any shares of any company, during the period reported 

13. There has been no sale of any quoted / unquoted investment and/or properties during the current period and the current financial year.

14. Pending material litigation

 
The major litigations to be reported during the quarter are: 

· Arani Agro Oil Industries Ltd. (Arani) Vs Agro Tech Foods Ltd (ATFL)

Arani has filed a claim against ATFL and has referred the matter to arbitration.  The actual arbitration hearing will be held in mid January 2005. The amount claimed from ATFL is INR 245.71 million (RM equivalent – 20.48 million) 

· Premium Vegetable Oils Sdn Bhd (PVOSB) vs Palm Oil Research Institute of Malaysia (PORIM)

As announced earlier, in the above case The Mahkamah Persekutuan delivered their judgement on 27/02/2004 in favour of PVOSB. It upheld the judgement of Mahkamah Ruyuan, which ordered PORIM to refund PVOSB, the cess amount paid from July 1989 to March 2000 along with interest. 

When the payment was due, MPOB Act 1998 was amended vide laws of Malaysia – Act A1222, and subsequent to the amendment MPOB has written a letter dated 28/07/2004 demanding payment of cess. They are also contending that the amount as ordered by the Mahkamah Rayuan and confirmed by The Mahkamah Persekutuan was not payable. The company is not admitting the claim and is seeking legal advice on the matter.

15. There is no extraordinary item to be reported in the current quarter. 

16. The company has not declared any dividend and also has not paid any dividend for the period under reporting. 

17. Contingent liabilities 

Corporate Guarantee (CG) has been given to various Banks for securing loan facilities for the group companies, for both in Indian Operations and Malaysian Operations. CG for Malaysian Operations is for RM.36.50 million and for the Indian operations (Arani Agro) the CG amount is RM.25.23 million (equivalent INR 302.80 million) 

18. There is no dilution of earning for the company, for the period. The earning per share has been calculated on the PAT of RM.5,330K upto September 2004 and RM 4,516K for the period, on the issued number of shares of 337 million. 

19. The company has not announced any corporate proposals during the period reported.

20. Segmental reporting on basis of geographical location:

Figures in RM’ 000

	Particulars
	India
	Malaysia
	Total

	Revenue
	60,630
	217,194
	277,824

	Operating Profit
	3,451
	13,608
	17,059

	Less: Finance Cost
	691
	5,539
	6,230

	         Depreciation
	301
	4,188
	4,489

	Profit before Tax (PBT) and extraordinary Items
	2,459
	3,881
	6,340

	Less: Extraordinary Items
	- - -
	1,010
	1,010

	Less: Taxation
	- - -
	- - -
	- - -

	Profit After Taxes (PAT)
	2,459
	2,871
	5,330

	
	
	
	

	Total Assets Employed (at cost & Valuation)
	25,031
	152,139
	177,170


21. The profitability of the group has been affected due to the following:

· Breakdown of boilers in Malim Sawit Sdn Bhd (MSSB – a subsidiary), in the first quarter of the year.

· Margarine production could not be commenced by PFSB due to some technical problems, since rectified

The implementation of expansion project was delayed due to various reasons at Arani Agro Oil Industries Ltd. (Partially complete and full completion expected by January 2005).  

22. The factors mentioned above had an adverse affect on the profitability of the group for the current financial year. High international petroleum oil prices have also contributed to the same. 

23. There is no off balance sheet financial instruments as at the year end, to be reported.

24. Figures for the corresponding period has been provided for quarter ended June 2003 as this was the first quarter for which the figures were announced.  

25. The exchange rate used for conversion of USD is RM3.80 to USD1 and for Indian Rupees exchange rate considered is RM.8.33 to 100 Indian Rupees.  

26. The turnover in comparison to the previous correspondence period shows a reduction due to the reason that the inter-company transactions were not eliminated in the previous year’s announcement, while the elimination has been done in this year announcement. After taking into consideration the Intercompany sales elimination (as calculated below) for quarter ended Sept 2003, the sales figure for quarter ended Sept 2004 has improved slightly. 









Amount in RM’000


Figures for the quarter ended Sept 2003


377,633



Less: Inter-company transaction



121,278



Net Sales upto September 2003


256,355 

