FARM’S BEST BERHAD

A)   Notes in accordance to requirements under Financial Reporting Standards (“FRS”) No. 134 - Interim Financial Reporting

1. Basis of Preparation

The interim financial statements have been prepared under the historical cost convention except for the revaluation of freehold land included within property, plant and equipment. 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005.   These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005.

2. Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for:-

(i) the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the 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

2. Changes in Accounting Policies (Cont’d)

(ii) the revision of policy with regards to the recognition of deferred taxation on unabsorbed reinvestment allowances and investment tax allowances.


The adoption of FRS 2, 102, 108, 110, 116, 121, 127, 128, 131, 132, 133 and 138 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs and the revision of deferred taxation policy are as discussed below: 

(a)
FRS 3: Business Combinations and FRS 136: Impairment of Assets  

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognized immediately in profit or loss. Prior to 1 January 2006, negative goodwill was set-off against the goodwill arising from the excess of the cost of other acquisitions over the Group’s interest in the net fair value of identifiable assets, liabilities and contingent liabilities of other subsidiaries. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM5.39 million was derecognized with a corresponding increase in retained earnings.  There is no effect on the results of the current quarter. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006.

(b) FRS 5: Non-Current Assets Held for Sale and Discontinued Operations

An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. Assets held for sale are measured in accordance with FRS 5. Immediately before classification as held for sale, the carrying amounts of the assets held for sale is measured at cost less accumulated depreciation and impairment losses. Thus, on initial classification as held for sale, the assets held for sale are recognized at the lower of carrying amount and fair value less costs to sell.

In accordance with the transitional provisions of FRS5, this change in accounting policy is applied prospectively and the comparatives as at 31 December are not restated.

(c) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net-after-tax results of associates 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. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized 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.

(d) FRS 140: Investment Property

The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Properties that qualify to be classified as Investment Property would have to be reclassified out from Property, Plant and Equipment and taken into Investment Property. The Group has adopted the cost model for Investment Property. As such, FRS 108 is applicable and hence comparative information have been restated. 

(e) Deferred Taxation

The Group had, in previous years, recognized deferred tax assets on unabsorbed reinvestment allowances and investment tax allowances to the extent of deferred tax liabilities recognized in respect of taxable temporary differences. In the current period, following a recent interpretation by the Malaysian Accounting Standards Board, the Group changed its policy so as not to recognize such deferred tax assets. The de-recognition of deferred tax assets of RM3.31 million has been accounted for as a prior year adjustment to accumulated losses as at 1 January 2006 and the comparative figures have been re-stated accordingly.

3. Comparatives

The following comparative amounts have been restated due to the adoption of the new and revised FRSs and revision in deferred taxation policy:

	
	Previously

stated

RM’000
	Adjustment

RM’000
	Note
	Restated

RM’000

	At 31 December 2005
	
	
	
	

	Property, plant and equipment
	153,600
	(999)
	2 (d)
	152,601

	Investment property
	-
	999
	2 (d)
	999

	Accumulated losses
	25,093
	3,312
	2 (e)
	28,405

	Deferred taxation
	2,799
	(3,312)
	2 (e)
	6,111


4. Auditors’ Report on Preceding Annual Financial Statements

The audited financial statements for the year ended 31 December 2005 were reported without any qualification.
5. Comments about Seasonal or Cyclical factors
No seasonality or cyclicality of operations is applicable to the Company.   

6. Unusual Items due to their Nature, Size or Incidence
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 31 December 2006 except as disclosed in Note 2.

7. Changes in Estimates
The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year end. The Group reviewed the residual values and remaining useful life of its property, plant and equipment and found that no revisions to the residual values and remaining useful life of its property, plant and equipment were necessary. 

As such, there were no changes in estimates arising from the adoption of FRS 116 in the current quarter under review.

8. Debt and equity securities

There were no issuances, cancellations or repayment of debt and equity securities, shares buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year to-date except for the issuance of the second tranche of 2,500,000 Placement Shares under a Private Placement Exercise, during the first quarter of the financial year.

9. Dividends paid

No dividend has been paid for the current quarter ended 31 December 2006.

10. Segmental information 

Segmental reporting of the Group’s result for the current quarter under review and year-to-date is set out below:


	
	Current Quarter Ended
	Cumulative Quarter Ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Revenue from continuing operations:
	 
	 
	 
	 

	    Poultry

    Property development
	171,373

4,215
	178,837

6,705
	635,908

17,044
	760,434

21,934

	Total revenue including 

inter-segment sales
	175,588
	185,542
	652,952
	782,368

	Elimination of inter-segment sales
	(93,260)
	(93,423)
	(343,496)
	(404,400)

	Total revenue from 

continuing operations
	82,328
	92,119
	309,456
	377,968


	Segment Results
	
	
	
	

	Results from continuing operations:
	 
	 
	 
	 

	    Poultry

    Property development

    Others
	2,735

297

(231)
	8,464

751

(2,126)
	2,116

997

(2,429)
	33,678

3,452

(4,439)

	Eliminations/consolidation

adjustments
	2,801

(1,482)
	7,089

(673)
	684

108
	32,691

(4,277)

	Total results from continuing operations
	1,319
	6,416
	792
	28,414

	
	
	
	
	


11. Carrying Amount of Revalued Assets

The valuations of property, plant and equipment have been brought forward without amendment from the previous financial statements for the year ended 31 December 2005.

12. Subsequent Events
There were no material events subsequent to the current quarter ended 31 December 2006.

13. Changes to the composition of the Group
There are no changes to the corporate structure of the Group in the current quarter ended 31 December 2006 except for the following:

On 17 October 2006, Sinmah Breeders Sdn Bhd (“Breeders”), a wholly-owned subsidiary of the Company, had disposed off its entire 30.77% equity interest in Ban Yen Sdn Bhd, comprising 1,686,400 ordinary shares of RM1.00 each, for a total consideration of RM2.4 million to Joint Farming Sdn Bhd, a 58.91% owned subsidiary of Sinmah Livestocks Sdn Bhd, which in turn is a wholly-owned subsidiary of the Company.

As a result of the above, the Company’s effective interest in Ban Yen Sdn Bhd is diluted from 30.77% to 18.13%.


An announcement was made to Bursa Malaysia Securities Berhad on 18 October 2006.  
14. Contingent Liabilities
The Company provides corporate guarantee to financial institutions for all unsecured credit facilities granted to subsidiaries amounting to RM137.1 million as at 31 December 2006.   

15. Capital Commitments

There were no material capital commitments during the quarter under review.

FARM’S BEST BERHAD

B)   Notes in accordance to requirements under Chapter 9, Appendix 9B of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements

16. Review of Current Year Events and Performance

For the year ended 31 December 2006, the Group recorded a turnover of RM309.46 million, a decrease of 18.1% if compared to the turnover of RM377.97 million registered in the previous financial year. The decrease in turnover was mainly due to lower selling prices of broilers and processed poultry and poultry products during the year ended 31 December 2006 as compared to the corresponding period of the previous financial year.  The lower prices were due to lower demand for poultry and processed poultry products arising from the tainted consumer perception associated with the outbreaks of bird flu in February and March 2006 in Kuala Lumpur, Perak and Penang respectively.

Because of this the Group recorded a profit after taxation and minority interest of about RM1.03 million for the year ended 31 December 2006, as compared to a profit after taxation and minority interest of RM24.96 million for the previous financial year. 

17.
Comparison to Preceding Quarter’s Results


For the current quarter ended 31 December 2006, the Group registered a profit after taxation and minority interest of approximately RM911,000, as opposed to a loss after taxation and minority interest of about RM5.06 million for the quarter ended 30 September 2006.

The improvement in the results was mainly due to better selling prices of live broilers, eggs and processed poultry and poultry products during the fourth quarter ended 31 December 2006 as compared to the previous quarter ended 30 September 2006.  During the fourth quarter, the Group has recovered from the sluggish sales and depressed selling prices for its products because of the supply overhang in the industry experienced in the third quarter.

18.
Current year prospect

The Group has made a recovery during the 4th quarter mainly due to the school holidays and year-end festivities as prices of broilers, processed poultry and poultry products and table eggs are able to command better prices compared to the 3rd quarter. The Group expects a very challenging year in 2007 as imported raw feedstuff prices are expected to increase significantly when compared to 2006. 
The Group’s property development division is also expected to continue to contribute positively to the Group with the launching of its Krubong project which is expected to take place in March 2007.

With the above explanation and barring any unforeseen circumstances, the Group is cautiously confident that the coming financial year ending 31 December 2007 will be a profitable year.

19.
Profit Forecast or Profit Guarantee

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.

20.
Taxation

The taxation charged/(credit) to the Group for the current quarter under review is as follows: 

	
	Quarter ended
	Year to-date

	
	31 Dec 2006

RM ’000
	31 Dec 2006

RM ’000

	Current tax:

      Malaysian income tax
	(24)
	756

	Deferred tax
	60
	(382)

	Total income tax expense/(credit)
	36
	374


21.
Sale of Unquoted Investment and Properties

There were no material sales of unquoted investment or properties which would materially affect the financial position of the Group during the current quarter. 
22.
Quoted Securities 

(a) There were no purchases or disposal of quoted securities during the current quarter.  

(b) Investments in quoted securities as at end of the reporting period:

	
	RM ’000

	At cost
	152

	Provision for diminution in value
	(90)

	At carrying value
	62

	At market value
	69


23.
Corporate Proposals

There were no corporate proposals for the current quarter.

24.
Group Borrowings

Group borrowings and debt securities as at the end of the reporting period:

(a) All borrowings in the Group are secured by way of fixed and floating charges and negative pledges over the assets of certain subsidiaries in the Group and corporate guarantees given by the Company.

(b) (i)
Short-term borrowings

	
	RM’000



	Bank overdraft
	30,693

	Bankers acceptance
	87,072

	Hire purchase creditors
	1,699

	Term Loans
	17,209

	Total
	136,673


(ii) Hire purchase creditors 

	
	RM’000



	Repayable within 12 months
	1,699

	Repayable after 12 months
	3,476

	Total
	5,175


 (iii)
Term loans 

	
	RM’000



	Repayable within 12 months
	17,209

	Repayable after 12 months
	21,968

	Total
	39,177


Except for a 5-year Term Loan of US$9,736,842 drawn down from Cooperatieve Centrale Raiffeisen – Boerenleenbank B.A. (Rabobank Nederland), Singapore Branch on 3 September 2003, all  other borrowings of the Group are denominated in Ringgit Malaysia.  The following are the detailed breakdown of the Group’s borrowings in local and foreign currency as at 31 December 2006:

	Type of

Borrowings
	Foreign Currency

US$’000
	RM Equivalent

RM’000
	Local

Currency

RM’000
	Total

Borrowings

RM’000

	Overdraft
	-
	-
	30,693
	30,693

	Bankers acceptance
	-
	-
	87,072
	87,072

	Hire Purchase
	-
	-
	5,175
	5,175

	Term Loan
	4,263
	15,040
	24,137
	39,177

	Total
	4,263
	15,040
	147,077
	162,117


25.
Off balance sheet financial instruments

There were no off balance sheet financial instruments as at 26 February 2007.

26.
Material Litigations


Subsequent to the last quarter report, the case of Lam Guan Chan Pte Ltd –v- Sinmah Multifeed Sdn Bhd, a 99.99% owned subsidiary of Farm’s Best Berhad, there were no further developments in this case during the current quarter. The matter was fixed for trial on 5 and 6 February 2007. During the trial, the defendant called its witnesses and closed its case. The learned judge has given directions for parties to file written submissions and a date will be fixed for decision thereafter.

27.
Dividend

No dividend has been declared for the quarter ended 31 December 2006 (31 December 2005: Nil). 
28.
Earnings Per Share

	
	Current 

Year

Quarter

Ended

31/12/2006
	Preceding

 Year

Quarter Ended

31/12/2005
	Current

Year

To-Date

31/12/2006
	Preceding

Year 

To-Date

(Restated)

31/12/2005

	Profit attributable to ordinary equity holders of the parent (RM’000)
	911
	6,640
	1,030
	24,964

	Weighted average number of shares – (’000)
	55,530
	50,802
	55,517
	50,599

	Basic earnings per share

(sen)
	1.64
	13.07
	1.86
	49.34


There is no dilution in the earnings per share during the current quarter and financial year to-date.

29. Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 26 February 2007.
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