CB INDUSTRIAL PRODUCT HOLDING BERHAD (428930-H)

(Incorporated in Malaysia)


PART A – EXPLANATORY NOTES PURSUANT TO MASB26

1. Accounting policies


The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Malaysia Securities Exchange Berhad (“MSEB”).


The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2002. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of changes in the financial position and performance of the Group since the financial year ended 31 December 2002.


The same accounting policies and methods of computation are followed in the interim financial statements as compared with the most recent annual financial statement.

2. Audit qualifications


There were no audit qualifications in the most recent annual financial statements.

3. Seasonal and cyclical factors


The Group’s operations were not significantly affected by seasonal or cyclical factors.

4. Unusual items


There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the current quarter.

5. Changes in estimates

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years.

6.
Debt and equity securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current quarter other than :-

During the financial year ended 31 December 2003, the issued and paid-up capital of the Company was increased from RM42,469,500 to RM42,663,500 as a result of the allotment of 194,000 new ordinary shares of RM1.00 each arising from the exercise of 194,000 employees’ option shares at the price of RM1.20 per share.

As at the end of the current quarter, there were 137,000 unissued employees’ option shares at an exercise price of RM1.20 per share. 

7. Dividend paid

An interim dividend of 4% and a final dividend of 6% less tax per share in respect of the financial year ended 31 December 2002 were paid on 23 May 2003 and 20 August 2003 respectively.

8.
Segmental reporting

	By geographical segments
	Revenue 
	Profit Before Tax

	
	Domestic

RM’000
	Export

RM’000
	Total

RM’000
	RM’000

	Within Malaysia

Outside Malaysia 
	42,929
15,417
	92,259
-
	135,188
15,417
	18,038
1,317

	Total
	58,346
	92,259
	150,605
	19,355



No analysis by industry has been presented as the Group operates within one industry.

9. Valuation of property, plant and equipment


The valuation of property, plant and equipment has been brought forward without amendment from the previous annual financial statements.

10.
Material subsequent events 


There were no material events subsequent to the end of the current quarter that have not been reflected in the interim financial statements.

11. Changes in composition of the Group


There were no changes in the composition of the Group during the current quarter other than:-

On 2 October 2003, CB Industrial Product Sdn. Bhd., a wholly owned subsidiary of the Company acquired 100 ordinary shares of RM1.00 each representing the entire issued and paid up capital of Midas Portfolio Sdn. Bhd. Further details are disclosed in Note 20.

12.
Changes in contingent liabilities or contingent assets




There were no changes to the contingent liabilities or assets of the Company since the last annual balance sheet date other than :-

An additional corporate guarantee of RM12.6 million was given to financial institutions in respect of banking facilities granted to wholly owned subsidiaries of the Company.   
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13.
Review of performance


The Group’s revenue and profit before taxation for the financial year ended 31 December 2003 increased by 32% and 33% respectively as compared to the corresponding period last year. The increases were mainly due to the increase in project billings.
14.
Comparison with preceding quarter’s result

Both the revenue and profit before taxation for the current quarter were higher than the immediate preceding quarter. The increases were mainly due to the improved project billing which continued from the last quarter.

15. 
Prospects

In view of the projects secured in hand and the progress of their implementation, the Board expects the Group to achieve satisfactory results for the financial year ending 31 December 2004.
16.
Profit forecast


The Company has not provided any profit forecast in a public document.

17.
Taxation

	
	Current year

quarter

31/12/2003
RM’000
	Current year

to date

31/12/2003
RM’000

	Malaysian taxation
	1,908
	5,517

	Foreign taxation
	252
	395

	Under / (Over) provision in prior year
	-
	-

	
	2,160
	5,912



The effective tax rate of the Group is higher than the statutory tax rate due to certain expenses which were disallowed for taxation purposes.

18.
Unquoted investments and properties


There were no profits/losses on sales of investments and properties for the current quarter.
19.
Quoted investments


(a)
Total purchases or disposals of quoted securities and profit/loss arising therefrom for the current quarter are as follows :-

	
	RM’000

	(i)   Total  purchases
	-

	(ii)  Total disposals
	516

	(iii) Gain /(Loss) on disposals
	(144)


(b) Total investments in quoted securities as at 31 December 2003 are as follows :-

	
	RM’000

	(i)   At cost
	729

	(ii)  At book value
	729

	(iii) At market value
	717


20.
Status of corporate proposals


There were no corporate proposals announced but not completed as at the date of issue of these interim financial statements other than :-

On 8 August 2003, the Company announced that C.B. Industrial Product Sdn. Bhd., a wholly  owned subsidiary of the Company, has entered into a sale and purchase agreement with Naik Soo Tick and Keng Tiam Ee @ Keng Thiam Ee for the proposed acquisition of 100 ordinary shares of RM1.00 each representing the entire issued and paid up capital of Midas Portfolio Sdn. Bhd.. The proposed acquisition is pending completion. For further details, please refer to our announcement to the Kuala Lumpur Stock Exchange on 3 October 2003.

21.
Borrowings and debt securities


Group borrowings as at 31 December 2003 :-

	
	Short term

 borrowings

RM’000
	Long term

borrowings

RM’000

	Secured
	6,361
	216

	Unsecured
	Nil
	Nil



All borrowings are denominated in Ringgit Malaysia.

22.
Off balance sheet financial instruments


There were no financial instruments with off balance sheet risk as at the date of issue of these interim financial statements. 

23.
Changes in material litigation


There was no material litigation as at the date of issue of these interim financial statements other than :-


A statement of claim has been filed in court by Royong Bersatu Sdn Bhd against CB Industrial Product Sdn Bhd, a wholly owned subsidiary company over the cancellation of order for the supply of palm oil mill processing equipment. The hearing of the case has been fixed on 9 and 10 August 2004.

24.
Dividend

The Board of Directors is pleased to recommend a final dividend of 10 % less tax per share in respect of the financial year ended 31 December 2003, which is subject to the approval of the members of the Company at the forthcoming Annual General Meeting.

25.
Earnings per share

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period. The diluted earnings per share is calculated based on the weighted average number of ordinary shares outstanding that would be in issue had all the outstanding options been exercised at beginning of the financial year.

	
	Individual quarter
	Cumulative quarter

	
	31/12/2003
	31/12/2002
	31/12/2003
	31/12/2002

	(a) Basic
	
	
	
	

	Weighted average number of ordinary shares in issue  (‘000)
	42,560
	42,370
	42,560
	42,370

	Basic earnings per share  (sen)
	9.26
	7.40
	29.04
	21.64

	(b) Diluted
	
	
	
	

	Weighted average number of ordinary shares outstanding  (‘000)
	42,697
	42,701
	42,697
	42,701

	Basic earnings per share  (sen)
	9.23
	7.35
	28.95
	21.47


26.
Authorization for issue
The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the Board of Directors on 26 February 2004. 
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