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 2010. 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 2010.


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2010. The adoption of the new, revised Financial Reporting Standards (FRSs), Amendments to FRSs and Interpretations with effect from 1 January 2011, are expected to have no significant impact on the current financial statements of the Group.

2. Auditors’ report on preceding annual financial statements
The auditors’ report on the audited financial statements for the year ended 31 December 2010 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 30 May 2011, 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 2,657,400 of its issued ordinary shares from the open market at an average price of RM3.64 per share. The total consideration paid for the repurchase including transaction costs was RM9,675,675 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.

During the current quarter, the Company also resold 1,424,200 of its treasury shares to the open market at an average price of RM4.49 per share. The difference of RM1,121,894 between the sale consideration and the carrying amount of the shares has been credited to the Share Premium Account.

7. Dividends paid

An interim tax exempt dividend of 20% per ordinary share amounting to RM13,444,597 in respect of the financial year ended 31 December 2011 was paid on 22 February 2012.

8.
Segmental information
	
	12 months ended 31 December 2011

	
	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
	269,153
127,340
57,554

	15,093
16,077
-
(31,170)
	284,246
143,417
57,554
(31,170)
	46,637
49,834
2,833
-

	
	454,047
	-
	454,047
	99,304

	Share of results of associates
	
	
	
	23,245

	Share of result of jointly controlled entity
	
	
	
	5,035

	Total
	454,047
	-
	454,047
	127,584


	
	12 months ended 31 December 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
	245,387
80,517
25,506

	9,376
6,026
-

(15,402)
	254,763
86,543
25,506
(15,402)
	38,039
21,873
4,915
-

	
	351,410
	-
	351,410
	64,827

	Share of results of associates
	
	
	
	14,839

	Share of result of jointly controlled entity
	
	
	
	1,265

	Total
	351,410
	-
	351,410
	80,931


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 2010.
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:-

On 20 December 2011, the Company acquired 2 ordinary shares of RM1 each representing 100% of the paid up capital of Great Enchant Sdn. Bhd. from Ler Liong Tor and The Gaik Meng for a total consideration of RM16,874,317. For further details, please refer to our announcements to Bursa Securities on 21 December 2011.

12.
Changes in contingent liabilities or contingent assets




There were no significant changes in contingent liabilities or assets of the Company since the last audited statement of financial position as at 31 December 2010 other than the following:-.

The issuance of corporate guarantee of RM95 million to a financial institution in respect of banking facilities granted to a subsidiary 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 year ended 31 December 2011 increased by 29% and 58% respectively as compared to the same period last year.

Overall the increase in revenue and profit before taxation for the Group were mainly attributable to the improvement in the plantation segment and the share of results of associates and jointly controlled entity. The improvement is due to the increase in FFB yield and prices of palm products.

The palm oil equipment also recorded higher contribution as compared the same period last year mainly due to higher project billing and profit margin.


The contribution from the special purpose vehicles segments for the financial year has declined by 42% mainly due to lower project billing during the year.     

14.
Comparison with preceding quarter’s result


The Group’s profit before taxation for the current quarter increased by 1% despite the decrease in revenue by 8% as compared to the immediate preceding quarter 

The increase in profit before taxation for the Group was mainly attributable to the higher project billing by the palm oil equipment segment. 

The special purpose vehicles segments also recorded higher contribution as compared to the immediate preceding quarter mainly resulted from the improvement in project implementation during the quarter.


The plantation segment including the associates and jointly controlled entity registered lower revenue and profit during the current quarter, mainly due to decrease in FFB yield and prices of palm products.

15. 
Commentary on prospects

In view of the progress in the implementation of the projects secured in hand, the Board expects the Group to achieve satisfactory results for the palm oil equipment segment for the financial year ending 31 December 2012. However due to the proposed disposals of Sachiew Plantations Sdn. Bhd. and Empresa (M) Sendirian Berhad which expected to be completed by the second quarter of 2012, the contribution from the plantation segment will be significantly reduced. 

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

31/12/2011
RM’000
	Cumulative quarter
31/12/2011
RM’000

	Malaysian taxation
	4,419
	22,637

	Foreign taxation
	14
	61

	Under / (Over) provision in prior year
	(84)
	(84)

	Deferred tax
	-
	-

	Total
	4,349
	22,614



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.

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 2011 are as follows:-

	
	RM’000

	At cost
	115

	At carrying value
	30

	At market value
	30


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 21 April 2011, the Company proposed to undertake a proposed bonus issue of up to 137,562,500 new ordinary shares on the basis of 1 bonus share for every 1 existing ordinary share held at an entitlement date to be announced later. Pursuant to the proposed bonus issue, the Company also proposed to increase its authorized share capital from RM100,000,000 comprising 200,000,000 shares to RM500,000,000 comprising 1,000,000,000 shares (“Proposed Bonus Issue”); 
(b) On 1 June 2011, the Company entered into a share sale agreement with YuWang Plantation Sdn. Bhd. (“YWP”), See Hong Chen & Sons Sdn. Bhd. (“SHCS”) and Goldhill Innovation Sdn Bhd. to dispose 1,500,000 ordinary shares of RM1 each representing 100% equity interest of Sachiew Plantations Sdn. Bhd. for a total consideration of RM108,117,258 (”Proposed Sachiew Disposal”);
(c) On 1 June 2011, the Company entered into a share sale agreement with YWP, SHCS and Multi Elite Enterprise Sdn. Bhd. to dispose 15,000,000 ordinary shares  of RM1 each representing 100% equity interest of Empresa (M) Sendirian Berhad for a total consideration of RM159,940,444 (“Proposed Empresa Disposal”);

(d) On 15 February 2012, the Company entered into a conditional share sale and purchase agreement with Cornelis N. Antun and Guntur to acquire 940 shares of Rp1,000,000 each representing 94% of the issued and paid-up share capital in PT Berkala Maju Bersama for a total purchase price of up to Rp26,258,600,000 only or equivalent to RM9,054,690. The said agreement is pending the completion of the conditions precedent as stated in the said agreement.  For further details, please refer to our announcements to Bursa Securities on 15 February 2012; and
(e) On 15 February 2012, the Company entered into a conditional share sale and purchase agreement with Elan S. Gahu, Edwin Permana and Cornelis N. Antun to acquire 940 shares of Rp1,000,000 each representing 94% of the issued and paid-up share capital in PT Jaya Jadi Utama for a total purchase price of up to Rp20,059,000,000 only or equivalent to RM6,916,897. The said agreement is pending the completion of the conditions precedent as stated in the said agreement.  For further details, please refer to our announcements to Bursa Securities on 15 February 2012.
The Company obtained the approval from the shareholders of the Company to undertake the Proposed Bonus Issue, the Proposed Sachiew Disposal and the Proposed Empresa Disposal at an extraordinary general meeting (“EGM”) convened on 22 February 2012. Barring any unforeseen circumstances, the Board expects the proposals to be completed by the second quarter of 2012.

21.
Borrowings and debt securities


Group borrowings as at 31 December 2011:-
	Secured borrowings
	Current
RM’000
	Non-current
RM’000
	Total
RM’000

	Ringgit Malaysia
	44,375
	58,140
	102,515

	US Dollar
	-
	-
	-

	Total
	44,375
	58,140
	102,515


22.
Financial instruments


There were no derivative financial instruments issued 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) Empresa had through its solicitors instituted legal proceedings against Kina Juara Sdn. Bhd. (“KJSB”) on 15 December 2011 for  inter alia specific performance of a sale and purchase agreement dated 17 December 2007 between KJSB as vendor and Empresa as purchaser whereby the vendor agreed to sell and the purchaser agreed to purchase a portion of four pieces of land; such portion measuring a total area of approximately 3,012 hectares (“the Agreed Portion”) or alternatively, for an order that KJSB as vendor do execute and thereafter, specifically perform the terms and conditions agreed to by KJSB and evidenced in writing in the Supplemental Agreement and/or the New Sale and Purchase Agreement that KJSB has agreed to enter into with Empresa.
KJSB through its solicitors have filed a statement of Defence and Counter Claim dated 9 January 2012 and Empresa will be defending the counter claim. 

(c) Modipalm Engineering Sdn. Bhd. and Sachiew Plantations Sdn. Bhd., both wholly owned subsidiaries, as consignors and as consignees respectively have taken the a civil suit 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" against the insurer who insured the cargo in the Kuching High Court vide Suit No: 22-238-08-I. The High Court in Kuching decided against the plaintiffs and the plaintiffs have since filed an appeal against the High Court’s decision. No date for appeal has been fixed yet.
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

	
	31/12/2011
	31/12/2010
	31/12/2011
	31/12/2010

	Weighted average number of ordinary shares in issue  (‘000)
	134,445
	131,322
	134,445
	131,322

	Basic earnings per share  (sen)
	22.76
	13.85
	77.25
	50.51


26.
Comprehensive Income Disclosure


Profit before taxation is arrived at after charging/(crediting):-
	
	Individual quarter
	Cumulative quarter

	
	31/12/2011

RM’000
	31/12/2010

RM’000
	31/12/2011

RM’000
	31/12/2010

RM’000

	Interest income
	(208)
	(349)
	(274)
	(409)

	Interest expense
	1,222
	1,098
	5,259
	4,946

	Depreciation/Amortization
	4,461
	4,210
	17,245
	16,707

	Bad debts recovered/ Reversal of allowance for doubtful debts
	-
	(2,662)
	(26)
	(2,702)

	Allowance for doubtful debts/Bad debts written off
	6,201
	10,146
	6,201
	10,146

	(Gain)/Loss on disposal of property, plant and equipment
	(152)
	(3,263)
	(229)
	(3,439)

	Inventories written down
	-
	-
	-
	199

	Plant and equipment written off
	-
	4
	-
	6


27.
Realized and unrealized profits/losses

	
	31/12/2011

RM’000
	31/12/2010

RM’000

	Total retained profits of the Company and its subsidiaries :-
	
	

	· Realized

· Unrealized
	332,726
(18,106)
	280,525
(19,567)

	
	314,620
	260,958

	Total share of retained profits from associated companies :-
	
	

	· Realized

· Unrealized
	34,049
(4,240)
	19,716
(1,635)

	
	29,809
	18,081

	Total share of accumulated losses from a jointly controlled entity :-
	
	

	· Realized

· Unrealized
	2,211
(237)
	(2,959)

(102)

	
	1,974
	(3,061)

	Less : Consolidation adjustments
	(42,733)
	(41,446)

	Total group retained profits as per consolidated accounts
	303,670
	234,532


28.
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 22 February 2012. 
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