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 2011. 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 2011.


The Group falls within the definition of Transitioning Entities and has opted to defer adoption of the new Malaysian Financial Reporting Standard (“MFRS”) to 1 January 2013. Transitioning Entities will be allowed to defer adoption of the new MFRS for an additional one year. Adoption of the MFRS Framework by Transitioning Entities will be mandatory for annual periods beginning on or after 1 January 2013.


Accordingly, the Group will be required to prepare its first MFRS financial statements for the year ending 31 December 2013. For financial year ending 31 December 2012, the Group will continue to prepare financial statements using FRS.    


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2011. The adoption of the new, revised Financial Reporting Standards (FRSs), Amendments to FRSs and Interpretations with effect from 1 January 2012, 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 2011 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 8 March 2012, the issued and paid up capital of the Company was increased to RM136,004,236.50 by the creation of 134,445,973 new ordinary shares of RM0.50 each pursuant to the issuance of bonus shares on the basis of 1 new ordinary share for every 1 existing shares.

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
	
	3 months ended 31 March 2012

	
	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
	77,662
-
35,657

	6,005
-
-
(6,005)
	83.667
-
35,657
(6,005)
	17.685
(255)
2,680
-

	
	113,319
	-
	113,319
	20,110

	Share of results of associates
	
	
	
	2,496

	Share of result of jointly controlled entity
	
	
	
	(1,211)

	Total
	113,319
	-
	113,319
	21,395


	
	3 months ended 31 March 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
	57,112
-
4,999

	3,510
-
-

(3,510)
	60,622
-
4,999
(3,510)
	7,590
(1,378)
(77)
-

	
	62,111
	-
	62,111
	6,135

	Share of results of associates
	
	
	
	4,772

	Share of result of jointly controlled entity
	
	
	
	257

	Total
	62,111
	-
	62,111
	11,164


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 2011.
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 :-
(a) 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”). The Proposed Sachiew Disposal has been completed on 14 May 2012;
(b) 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”). The Proposed Empresa Disposal has been completed on 14 May 2012;

(c) 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 total purchase price had been adjusted to Rp23,385,900,000 or equivalent to RM8,064,103 in accordance to the Plantation Business License issued on 7 March 2012. The agreement has been completed following the fulfillment of the conditions precedent  and the payment for the revised balance purchase price on 18 April 2012; and
(d) 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 total purchase price had been adjusted to Rp17,738,500,000 or equivalent to RM6,116,724 in accordance to the Plantation Business License issued on 7 March 2012. The agreement has been completed following the fulfillment of the conditions precedent and the payment for the revised balance purchase price on 18 April 2012.
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 22 February 2012, the Company acquired 2 ordinary shares of RM1 each representing 100% of the paid up capital of Admiral Potential Sdn. Bhd. from Tee Lee Hon and Tan Kim Heng. For further details, please refer to our announcements to Bursa Securities on 22 February 2012.

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 2011.
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 31 March 2012 increased by 82% and 92% respectively as compared to the same period last year.

The increase in revenue and profit before taxation for the Group were mainly attributable to the improvement in the palm oil equipment and special purpose vehicles segments, despite a lower contribution from the associates and jointly controlled entity.

. 

The palm oil equipment segment recorded higher revenue by 36 % as compared the same period last year. The increase in revenue and profit before tax were mainly due to higher project billing and profit margin.


The special purpose vehicles segment recorded a profit as compared to a loss in the same period last year. The higher contribution was mainly due to the improvement in project completion during the quarter.


The share of results by associates and jointly controlled entity were lower mainly due to the lower production and prices of palm products. 


In addition, the profit from discontinued operations was RM6.08 million (net of tax) for the current quarter. For further details, please refer to Note 25.

14.
Comparison with preceding quarter’s result


The Group’s profit before taxation for the current quarter decreased by 19% despite the increase in revenue by 17% as compared to the immediate preceding quarter 

The increase in the Group’s revenue was mainly attributable to the higher project billing by both the palm oil equipment and special purpose vehicles segments. 

The decrease in the Group’s profit before taxation was mainly due to the lower contribution by the associates and a share of loss in the jointly controlled entity.

 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 by the palm oil equipment and special purpose vehicles segments for the financial year ending 31 December 2012.
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

31/03/2012
RM’000
	Cumulative quarter
31/03/2012
RM’000

	Malaysian taxation
	1,542
	1,542

	Foreign taxation
	29
	29

	Under / (Over) provision in prior year
	-
	-

	Deferred tax
	-
	-

	Total
	1,571
	1,571



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.
Status of corporate proposals

There were no corporate proposals announced but not completed as at the date of issue of these interim financial statements.
19.
Borrowings and debt securities


Group borrowings as at 31 March 2012:-
	Secured borrowings
	Current
RM’000
	Non-current
RM’000
	Total
RM’000

	Ringgit Malaysia
	35,954
	1,522
	37,476

	US Dollar
	-
	-
	-

	Total
	35,954
	1,522
	37,476


20.
Material litigation


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

(a) Modipalm Engineering Sdn. Bhd., a wholly owned subsidiary has 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 plaintiff and the plaintiff has since filed an appeal against the High Court’s decision. No date for appeal has been fixed yet.
21.
Dividend payable
On 26 April 2012, the Board of Directors declared a second interim tax exempt dividend of 60% per ordinary share in respect of the financial year ending 31 December 2011. The second interim dividend will be paid on 30 May 2012 to holders of ordinary shares registered in the Record of Depositors at the close of business on 17 May 2012.

22.
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. The weighted average number of ordinary shares for the same period last year has been adjusted for the effect of the bonus shares issued during the current financial period. There were no diluted earnings per share as there were no potentially dilutive ordinary shares.
	
	Individual quarter
	Cumulative quarter

	
	31/03/2012
	31/03/2011
	31/03/2012
	31/03/2011

	Weighted average number of ordinary shares in issue  (‘000)
	268,892
	261,968
	268,892
	261,968

	Basic earnings per share  (sen)
	9.21
	8.35
	9.21
	8.35


23.
Comprehensive Income Disclosure


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

	
	31/03/2012
RM’000
	31/03/2011
RM’000
	31/03/2012
RM’000
	31/03/2011
RM’000

	Interest income
	(153)
	(3)
	(153)
	(3)

	Interest expense
	163
	132
	163
	132

	Depreciation/Amortization
	717
	740
	717
	740

	Bad debts recovered/ Reversal of allowance for doubtful debts
	-
	-
	-
	-

	Allowance for doubtful debts/Bad debts written off
	43
	-
	43
	-

	(Gain)/Loss on disposal of property, plant and equipment
	-
	16
	-
	16

	Inventories written down
	-
	-
	-
	-

	Plant and equipment written off
	-
	-
	-
	-

	(Gain)/Loss on foreign exchange
	181
	350
	181
	350


24.
Realized and unrealized profits/losses

	
	31/03/2012
RM’000
	31/03/2011
RM’000

	Total retained profits of the Company and its subsidiaries :-
	
	

	· Realized

· Unrealized
	303,109
(17,562)
	298,757
(19,469)

	
	285,547
	279,288

	Total share of retained profits from associated companies :-
	
	

	· Realized

· Unrealized
	36,151
(4,530)
	23,734
(2,072)

	
	31,621
	21,662

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

	· Realized

· Unrealized
	1,001
(237)
	(2,702)

(102)

	
	764
	(2,804)

	Less : Consolidation adjustments
	(49,305)
	(41,730)

	Total group retained profits as per consolidated accounts
	268,627
	256,416


25.
Discontinued operations

Note 10 (a) and (b) of this interim financial statements pertaining to the Proposed Sachiew Disposal and the Proposed Empresa Disposal is referred.
At the end of the reporting period, the assets and liabilities of the said subsidiaries have been presented in the condensed consolidated statement of financial position as “Assets classified as held for sale” and Liabilities classified as held for sale” respectively.

The assets and liabilities, measured at the lower of their carrying value and fair value  less cost to sell, are as follows:-  

	
	31/03/2012

RM’000

	Assets
	

	Property, plant and equipment 
	125,355

	Plantation development expenditure
	63,640

	Inventories
	2,437

	Trade receivable
	11,973

	Other receivables
	3,094

	Cash and bank balances
	13,004

	Goodwill
	13,925

	Assets classified as held for sale
	233,428

	
	

	Liabilities
	

	Trade payables 
	2,955

	Other payables
	6,753

	Borrowings
	71,012

	Deferred taxation
	17,083

	Liabilities classified as held for sale
	97,803


The results of the discontinued operations are as follows:-

	
	31/03/2012

RM’000
	31/03/2011

RM’000

	Revenue
	19,569
	30,210

	Cost of sale
	(9,343)
	(11,395)

	Other income
	41
	5

	Administrative and finance expenses
	(2,233)
	(2,868)

	Profit before taxation
	8,034
	15,952

	Taxation
	(2,006)
	(4,096)

	Profit after taxation
	6,028
	11,856


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 30 May 2012. 
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