CB INDUSTRIAL PRODUCT HOLDING BERHAD (428930-H)

(Incorporated in Malaysia)


PART A – EXPLANATORY NOTES PURSUANT TO FRS 134
1. Accounting policies and method of computation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standards (“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 2007. 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 2007.


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2007 except for the adoption of the following revised FRSs effective for the financial period beginning 1 January 2008:-

FRS 107
Cash Flow Statements


FRS 111
Construction Contracts


FRS 112
Income Taxes


FRS 118
Revenue


FRS 134
Interim Financial Reporting


FRS 137
Provision, Contingent Liabilities and Contingent Assets 


The adoption of the above FRSs does not have significant financial impact on the Group.

2. Auditors’ report on preceding annual financial statements
The auditors’ report on the financial statements for the year ended 31 December 2007 was not qualified.

3. Seasonal and cyclical factors


Except for the production of fresh fruit bunches (“FFB”) which is cyclical in nature, 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 financial years that have a material effect in the current quarter.

6.
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities other than the following:-

On 26 June 2008, the shareholders of the Company approved the Company’s plan to repurchase its own shares. During the current quarter, the Company repurchased 181,000 of its issued ordinary shares from the open market at an average price of RM2.49 per share. The total consideration paid for the repurchase including transaction costs was RM450,225 and this was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Company Act 1965.

7. Dividends paid

An interim tax exempt dividend of 10% per ordinary share amounting to RM6,798,380 in respect of the financial year ended 31 December 2008 was paid on 11 February 2009.

8.
Segmental information
	
	12 months ended 31 December 2008

	
	Revenue
	Profit/(loss) 

	
	Domestic

RM’000
	Export

RM’000
	Total
RM’000
	before tax

RM’000

	Business segments

Manufacturing, servicing and trading
(Palm oil mill equipment and related products, contracting works)   

Oil palm plantation

Other
	116,775
54,221
83,181
	155,118
-

-
	271,893
54,221
83,181
	33,388
21,025
5,963

	
	254,177
	155,118
	409,295
	60,376

	Share of result of associate
	-
	-
	-
	7,816

	Share of result of jointly controlled entity
	-
	-
	-
	656

	Total
	254,177
	155,118
	409,295
	68,848


9. Carrying amount of revalued assets

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2007.

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.
12.
Changes in contingent liabilities or contingent assets




There were no changes in contingent liabilities or assets of the Company since the last audited balance sheet as at 31 December 2007 other than the following:-


The issuance of corporate guarantees of RM41.8 million to financial institutions in respect of banking facilities granted to certain subsidiaries of the Company.
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13.
Review of performance


The Group’s revenue and profit before taxation for the current financial year ended 31 December 2008 increased by 41% as compared to the same period last year. The increases were mainly due to the contributions generated from the newly acquired oil palm plantations during the year.


The revenue and profit before taxation from oil palm plantation increased by 111% and 130% respectively as compared to the same period last year.
14.
Comparison with preceding quarter’s result

As compared to the immediate preceding quarter, the Group’s revenue for the current quarter increased by 16% whereas the profit before taxation for the current quarter decreased by 39%. The decrease in profit despite higher revenue was mainly due to lower contribution from the plantation segment, resulting from the significant decrease in average selling price of FFB during the quarter.

15. 
Commentary on prospects

In view of the global economic slowdown and the negative outlook in price of FFB, the performance of the plantation segment for the financial year ending 31 December 2009 is expected to be challenging.

However, with the projects secured in hand and the progress of their implementation under the engineering and manufacturing segments, the Board expects the Group to achieve satisfactory results for the financial year ending 31 December 2009.
16.
Profit forecast and profit guarantee

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

17.
Taxation

	
	Individual quarter

31/12/2008
RM’000
	Cumulative quarter
31/12/2008
RM’000

	Malaysian taxation
	(1,653)
	4,411

	Foreign taxation
	2,052
	2,577

	Under / (Over) provision in prior year
	(991)
	(991)

	Total
	(592)
	5,997



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

18.
Sale of unquoted investments and properties


There were no sales of unquoted investments and properties for the current quarter.
19.
Quoted securities
(a) There were no purchases or disposals of quoted securities during the current quarter other than the following:-
	
	RM’000

	Total  purchases
	-

	Total disposals
	-

	Gain on disposals
	-


(b) Total investments in quoted securities as at 31 December 2008 are as follows:-

	
	RM’000

	At cost
	115

	At book value
	31

	At market value
	25


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.
21.
Borrowings and debt securities


Group borrowings as at 31 December 2008:-
	Secured borrowings
	Current
RM’000
	Non-current
RM’000
	Total
RM’000

	Ringgit Malaysia
	36,804
	79,279
	116,083

	US Dollar
	25,234
	33,601
	58,835

	Total
	62,038
	112,880
	174,918


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 other than the following:-
	
	RM’000

	Forward foreign exchange contracts expiring within a year

Commodity swap contracts expiring within a year
	733
11,400


There are no significant credit and market risks posed by the above off balance sheet financial instruments.

23.
Changes in material litigation


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

(a) Sachiew Plantations Sdn. Bhd., a wholly owned subsidiary, is a joint defendant in a legal suit brought by natives for alleged trespassing 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.
(b) Empresa (M) Sendirian Berhad , a wholly owned subsidiary, is a joint defendant in legal suits brought by natives for alleged trespassing of native customary rights areas included within the provisional lease area granted to Empresa by the state government. the cases are now pending before the courts.     


24.
Dividend payable
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 attributable to the shareholders by the weighted average number of ordinary shares of RM0.50 each in issue during the period, excluding treasury shares held by the Company There were no diluted earnings per share as there were no potentially dilutive ordinary shares.
	
	Individual quarter
	Cumulative quarter

	
	31/12/2008
	31/12/2007
	31/12/2008
	31/12/2007

	Weighted average number of ordinary shares in issue  (‘000)
	135,967
	137,562
	135,967
	137,562

	Basic earnings per share  (sen)
	10.16
	10.61
	44.61
	33.84


26.
Authorization for issue
The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors dated 27 February 2009. 
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