CB INDUSTRIAL PRODUCT HOLDING BERHAD (428930-H)

(Incorporated in Malaysia)


PART A – EXPLANATORY NOTES PURSUANT TO FRS 134
1. Accounting policies


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 (“Bursa Securities”).


The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004. 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 2004.


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

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 the following :-

During the financial period ended 30 September 2005, the issued and paid up capital of the Company was increased from RM42,803,500 to RM65,603,250 as a result of the issue of 932,000 new ordinary shares of RM1.00 each arising from the exercise of 932,000 employees’ option shares at the price of RM3.05 per share and the creation of 21,867,750 new ordinary shares of RM1.00 each pursuant to the two-call rights issue on the basis of 1 rights share for every 2 existing shares (“Rights issue”).
On 10 June 2005, the Company completed its share split involving the subdivision of 65,603,250 ordinary shares of RM1.00 each into 131,206,500 ordinary shares of RM0.50 each on the basis of 2 ordinary shares of RM0.50 each for every 1 ordinary share of RM1.00 each (“Share split”).
As a result of the Rights issue and Share split, the option price and number of shares in relation to the outstanding options have been adjusted to RM1.12 per shares and 6,710,000 respectively in accordance to the Bye-Laws of the Employees Shares Option Scheme. 
The issued and paid up capital of the Company was further increased to RM66,362,750 as a result of the issue of 1,519,000 new ordinary shares of RM0.50 each arising from the exercise of 1,519,000 employees’ option shares at the price of RM1.12 per share. As at the end of the current quarter, there were 5,191,000 unissued employees’ option shares at an exercise price of RM1.12 per share. 

7. Dividend paid

An interim dividend of 10% per ordinary share less 28% tax amounting to RM3,148,956 in respect of the financial year ended 31 December 2004 was paid on 26 May 2005.

8.
Segmental reporting

	
	Revenue
	Profit 

	
	Domestic

RM’000
	Export

RM’000
	Revenue

RM’000
	Before Tax

RM’000

	Business segments

Manufacturing and trading
(Palm oil industry - Equipment and related products, contracting works)   

Oil palm plantation

Other
	44,649
5,915
5,220
	77,333
-

-
	121,982
5,915
5,220
	15,899
(997)

454

	Total
	55,784
	77,333
	133,117
	15,356

	Geographical segments

Within Malaysia

Outside Malaysia
	48,164
7,620
	77,333
-
	125,497
7,620
	14,726
630

	Total
	55,784
	77,333
	133,117
	15,356


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 the following :-

(a) On 23 September 2005, the Company acquired 340,000 ordinary shares of RM1 each representing 34% of the paid up capital of Advance Boilers Sdn. Bhd. from Corrado Ventures Sdn. Bhd. for a total consideration of RM1,938,000. For further details, please refer to our announcements to Bursa Securities on 20 September 2005.

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 :-

The issuance of corporate guarantees of RM51.5 million to financial institutions in respect of banking facilities granted to certain subsidiaries of the Company. 

PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA SECURITIES  
13.
Review of performance


The Group’s revenue and profit before taxation for the financial period ended 30 September 2005 were slightly lower than the corresponding period last year. The decreases were mainly due to lower project billings resulted from slow progress in project completion in first half of the year.

14.
Comparison with preceding quarter’s result

The Group’s revenue and profit before taxation for the current quarter increased by 23% and 55% respectively as compared to the immediate preceding quarter. The increases were mainly due to the improvement in project completion and billings during the current 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 2005.
16.
Profit forecast


The Company has not provided any profit forecast in a public document during the financial period under review.

17.
Taxation

	
	Current year

quarter

30/09/2005
RM’000
	Current year

to date

30/09/2005
RM’000

	Malaysian taxation
	1,124
	3,657

	Foreign taxation
	32
	190

	Under / (Over) provision in prior year
	-
	12

	
	1,156
	3,859



The effective tax rate of the Group is lower than the statutory tax rate mainly due to the availability of pioneer status tax exemption granted to a subsidiary of Company.

18.
Unquoted investments and properties


There were no sales of unquoted investments and properties for the current quarter.
19.
Quoted investments


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

	
	RM’000

	(i)   Total  purchases
	-

	(ii)  Total disposals
	192

	(iii) Gain /(Loss) on disposals
	62


(b) Total investments in quoted securities as at 30 September 2005 are as follows :-

	
	RM’000

	(i)   At cost
	102

	(ii)  At book value
	102

	(iii) At market value
	20


20.
Status of corporate proposals

(a)
Status of corporate proposals

There were no corporate proposals announced but not completed as at the date of issue of these interim financial statements.
(b)
Status of utilization of proceeds

The proceeds from the Rights issue of RM16.4 million have been applied in full for the repayment of bank borrowings, corporate expenses and working capital purposes.      
21.
Borrowings and debt securities

	
	Secured loan

RM’000

	At 1 January 2005
	7,863

	Loans repaid during the period
	(7,006)

	New loans obtained during the period
	41,635

	At 30 September 2005  
	42,492

	
	

	Short term borrowings
	7,203

	Long term borrowings
	35,289

	Total 
	42,492



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 litigations

There were no material litigations as at the date of issue of these interim financial statements other than the following :-

(a)
A statement of claim has been filed in court by Royong Bersatu Sdn Bhd against CB Industrial Product Sdn. Bhd., a wholly owned subsidiary over the cancellation of an order for the supply of palm oil mill processing equipment. The hearing of the case has been adjourned to 10 February 2006.
(b)
Sachiew Plantations Sdn. Bhd. (“SPSB”), a wholly owned subsidiary is a joint defendant in a legal suit brought by three natives for alleged trespass of native customary rights areas included within the provisional lease area granted to SPSB by the state government. The case is now pending before the courts.    


24.
Dividend

No dividend has been proposed or declared for the current quarter.

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 period. The number of shares adjusted retroactively for the share split involving the subdivision into 2 ordinary shares of RM0.50 each for every 1 existing shares which was completed on 10 June 2005.   
	
	Individual quarter
	Cumulative quarter

	
	30/09/2005
	30/09/2004
	30/09/2005
	30/09/2004

	(a) Basic
	
	
	
	

	Weighted average number of ordinary shares in issue  (‘000)
	111,508
	85,450
	111,508
	85,450

	Basic earnings per share  (sen)
	4.05
	5.30
	9.40
	11.69

	(b) Diluted
	
	
	
	

	Weighted average number of ordinary shares outstanding  (‘000)
	116,699
	85,562
	116,699
	85,562

	Basic earnings per share  (sen)
	3.87
	5.29
	8.98
	11.67


26.
Authorization for issue
The interim financial statements and the accompanying notes were authorized for issue by the Board of Directors in accordance with a resolution of the Board of Directors passed on 29 November 2005. 
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