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 Main Market 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 2009. 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 2009.


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2009, except for the adoption of the following Financial Reporting Standards (FRSs), Amendments to FRSs and Interpretations which were adopted by the Group with effect from 1 January 2010 :-


FRS 4 
Insurance Contracts


FRS 7
Financial Instruments : Disclosures

FRS 8
Operating Segments


FRS 101 (Revised)
Presentations of Financial Statements


FRS 123 (Revised)
Borrowing costs


FRS 132 (Revised)
Financial Instruments : Presentation

FRS 139
Financial Instruments : Recognition and Measurement


Amendment to FRS 1
First Time Adoption of Financial Reporting Standards

Amendment to FRS 2
Share-based Payment-Vesting Condition and Cancellation


Amendment to FRS 7
Financial Instruments : Disclosures


Amendment to FRS 8
Operating Segments


Amendment to FRS 117
Leases


Amendment to FRS 123
Borrowing Costs

Amendment to FRS 132
Financial Instruments : Presentation

Amendment to FRS 139
Financial Instruments : Recognition and Measurement


IC Interpretation 9
Reassessment of Embedded Derivative

 
IC Interpretation 10
Impairment and Interim Financial Reporting


IC Interpretation 11
FRS 2 – Group and Treasury Shares Transactions



Other than for the application of FRS 101, FRS117 and FRS 139, the application of the above FRSs, Amendments to FRSs and Interpretations did not result in any significant changes in the accounting policies and presentation of the financial results of the Group.

FRS 101 (Revised) : Presentation of Financial Statements
Prior to the adoption of the revised FRS 101, the components of the financial statements presented consist of a balance sheet, an income statement, a statement of changes in equity, a cash flow statement and notes to the financial statements. With the adoption of the revised FRS 101, the components of the financial statements presented will consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.  
The exchange difference on translation of foreign operations that was recognised in equity in the preceding year corresponding period is presented as components in the other comprehensive income in the statement of comprehensive income. The total comprehensive income for the preceding year corresponding period is presented separately and allocation is made to show the amount attributable to owners of the parent and to non-controlling interests.

The total comprehensive income is presented as a one-line item in the statement of changes in equity. Comparative information had been re-presented so that it is in conformity with the revised standard. The standard does not have any impact on the financial position and results of the Group.


Amendment to FRS 117 : Leases

Prior to the adoption of the Amendment to FRS 117, leasehold land were treated as operating leases. The consideration paid were classified and presented as prepaid lease payments in the statement of financial position. With the adoption of the Amendment to FRS 117, the classification of leasehold land as a finance lease or operating lease is based on the extent to which risks and rewards incident to ownership lie. The Group has determined that all leasehold land of the Group are in substance finance leases and had reclassified its leasehold lands from prepaid lease payments to property, plant and equipment. 

The reclassification has been made retrospectively and does not affect the profit and loss of the current quarter and the preceding year corresponding period.

The effect on the reclassification to the consolidated statement of financial position as at 31 December 2009 is as follows :-

	 
	Previously stated
	Reclassification
	As restated

	
	RM’000
	RM’000
	RM’000

	Property, plant and equipment
	88,539
	55,899
	144,438

	Prepaid lease payments
	55,899
	(55,899)
	-



FRS 139 :  Financial Instruments : Recognition and Measurement

Prior to the adoption of FRS 139, financial derivatives were recognised on their settlement dates. Outstanding derivatives at the balance sheet date were not recognised. With the adoption of FRS 139, all financial assets and financial liabilities, including derivatives, are recognised at contract dates when, and only when, the Group become a party to the contractual provision of the instruments.
At the initial recognition, all financial assets and financial liabilities which were not at fair value through profit and loss, are measured at their value plus transaction costs directly attributable to the acquisition or issuance of the instruments.

With the adoption of FRS 139, the classification of categories and subsequent measurement of the financial assets and financial liabilities are as follows :-

	Category
	Measurement basis

	Financial instruments at fair value through profit and loss
	At fair value through profit and loss

	Available-for sale investments
	At fair value through other comprehensive income, unless fair value cannot be reliably measured, in which case, they are measured at cost

	Held-to- Maturity investments

	At amortised cost effective interest method

	Loans and receivables


	At amortized cost effective interest method

	Loans and other financial liabilities
	At amortized cost effective interest method


Financial assets and financial liabilities designated as hedged items and hedging financial derivatives are accounted for using the specified hedge accounting requirements for FRS 139.

All financial assets other than those classified as at fair value through profit and loss are subject to impairment test of FRS 139.

In accordance with FRS 139, the recognition, derecognition, measurement and hedge accounting requirements are applied prospectively and the comparatives are not restated. The effects of the remeasurement on 1 January 2010 of the financial assets and liabilities brought forward from previous financial year are adjusted to the opening retained profits and other opening reserves as disclosed in the statement of changes in equity.          
2. Auditors’ report on preceding annual financial statements
The auditors’ report on the audited financial statements for the year ended 31 December 2009 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 year 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 27 May 2010, the shareholders of the Company approved the renewal of authority for the Company’s plan to repurchase its own shares. During the current quarter, the Company repurchased 1,789,000 of its issued ordinary shares from the open market at an average price of RM3.16 per share. The total consideration paid for the repurchase including transaction costs was RM5,646,856.51 and this was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.

7. Dividends paid

An interim tax exempt dividend of 10% per ordinary share amounting to RM6,653,780 in respect of the financial year ending 31 December 2010 was paid on 25 August 2010.

8.
Segmental information
	
	9 months ended 30 September 2010

	
	Revenue
	Profit/(loss) 

	
	External
RM’000
	Inter-segment
RM’000
	Total
RM’000
	before tax

RM’000

	Business segments

· Palm oil mill equipment and related products & Contracting works
· Oil palm plantation & Milling
· Retrofitting special purpose vehicles
Elimination
	164,297
52,853
14,389

	14,412
5,738
-
(20,150)
	178,709
58,591
14,389
(20,150)
	27,520
18,854
2,248
-

	
	231,539
	-
	231,539
	48,622

	Share of results of associates
	
	
	
	8,682

	Share of result of jointly controlled entity
	
	
	
	(344)

	Total
	231,539
	-
	231,539
	56,960


9. Carrying amount of revalued assets

The valuations of property, plant and equipment have been brought forward without amendment from the audited financial statements for the year ended 31 December 2009.
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 other than the following:-


On 6 October 2010, the Company acquired 50,000 ordinary shares of RM1.00 each representing 20% of the issued and paid-up share capital of its subsidiary, Magview Machinery Sdn. Bhd. (“MMSB”) for a total consideration of RM83,500. With the acquisition, the Company ‘s equity interest in MMSB has increased to 71%.     
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 2009 other than the following:-


The issuance of corporate guarantees of RM43.6 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 profit before taxation for the financial period ended 30 September 2010 increased by 88% despite the decrease in revenue by 11% as compared to the same period last year.
 
The lower revenue for the financial period was mainly due to lower project billings registered by the palm oil equipment and retrofitting special purpose vehicles segments.


The increase in profit before taxation was mainly attributable to the improvement in the plantation segment due to the increase in prices of palm products. 


The significant improvement to the share of results of associates and jointly controlled entity was also due to the increase in prices of palm products.

14.
Comparison with preceding quarter’s result

The Group’s revenue and profit before taxation for the current quarter increased by 7% and 81% respectively as compared to the immediate preceding quarter.

All the segments registered improvement as compared to the immediate preceding quarter especially the plantation segment that resulted from the increase in production and prices of palm products. In addition, a gain on disposal of property also contributed the increase in profit before taxation for the current financial quarter.

15. 
Commentary on prospects

In view of the progress in the implementation of the projects secured in hand and the expected continuing improvement in the plantation segment, the Board expects the Group to achieve satisfactory results for the financial year ending 31 December 2010.

16.
Profit forecast and profit guarantee

No profit forecast and profit guarantee were issued by the Company during the current financial period.
17.
Taxation

	
	Individual quarter

30/09/2010
RM’000
	Cumulative quarter
30/09/2010
RM’000

	Malaysian taxation
	3,688
	7,863

	Foreign taxation
	8
	24

	Under / (Over) provision in prior year
	(19)
	(19)

	Total
	3,677
	7,868



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 in the current quarter other than the following:-

CB Industrial Product Sdn. Bhd, a wholly owned subsidiary of the Company disposed a unit of its land and building for a total consideration of RM7.9 million on 26 August 2010 which resulted in gain on disposal of RM3.2 million.      

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 30 September 2010 are as follows:-

	
	RM’000

	At cost
	115

	At book value
	25

	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 other than the following:-

(a) On 23 October 2009, the Company proposed to undertake a proposed private placement of new shares representing up to ten percent (10%) of the issued and paid up share capital of the Company. On 9 June 2010, the Company obtained an extension of time of 6 months up to 21 December 2010 to complete the proposed private placement. For further details, please refer to our announcement to Bursa Securities on 23 October 2009.

21.
Borrowings and debt securities


Group borrowings as at 30 September 2010:-
	Secured borrowings
	Current
RM’000
	Non-current
RM’000
	Total
RM’000

	Ringgit Malaysia
	29,126
	82,853
	111,979

	US Dollar
	17,400
	-
	17,400

	Total
	46,526
	82,853
	129,379


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

(a) Empresa (M) Sendirian Berhad (“Empresa”), 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.
(b) Modipalm Engineering Sdn. Bhd. and Sachiew Plantations Sdn. Bhd., both wholly owned subsidiaries, as consignors and as consignees respectively have taken the following actions as plaintiffs in relation to the loss of their cargo on a voyage to Bintulu Port on board a dumb barge "Bina II" on tow by a tugboat "Bina I":-

i) 
A civil suit against the insurer who insured the cargo in the Kuching High Court vide Suit No: 22-238-08-I;
ii)  
Admiralty actions in rem in the Kuching and Shah Alam High Courts against the owners and all persons having an interest in both Bina I and Bina II; and
ii)  
Admiralty actions in personam in the Kuching and Shah Alam High Courts against the owners of Bina I and Bina II, the carriers and agents of the owners.
All the above actions are pending in the various High Courts.
24.
Dividend payable
On 14 September 2010, the Board of Directors declared a second interim tax exempt dividend of 10% per ordinary share in respect of the financial year ending 31 December 2010. The second interim dividend will be paid on 13 December 2010 to holders of ordinary shares registered in the Record of Depositors at the close of business on 25 November 2010.

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

	
	30/09/2010
	30/09/2009
	30/09/2010
	30/09/2009

	Weighted average number of ordinary shares in issue  (‘000)
	131,882
	135,223
	131,882
	135,223

	Basic earnings per share  (sen)
	17.52
	7.47
	36.50
	20.16


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 18 November 2010. 
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