EMIVEST BERHAD  (415622-V)

(Incorporated in Malaysia)


NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation
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 Chapter 9.22 Part K 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 the changes in the financial position and performance of the Group since the year ended 31 December 2009.

2.
Changes in Accounting Policies
The significant accounting policies, methods of computation and basis of consolidation adopted by the Group in this financial report are consistent with those of the audited financial statements for the year ended 31 December 2009, except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”) effective for the financial year beginning on 1 January 2010:-


FRS 7

Financial Instruments: Disclosure


FRS 8

Operating Segments


FRS 101
Presentation of Financial Statements (Revised)


FRS 123
Borrowing Costs (Revised)


FRS 139
Financial Instruments: Recognition and Measurement


The adoption of the above FRSs does not have any significant financial impact on the financial results and position of the Group except for the following:- 
a) FRS 7: Financial Instruments: Disclosure
FRS7 requires disclosures in financial statements that enable users to evaluate the significant of financial instruments for the entity’s financial position and performance, and the nature and extent of risks arising from financial instruments to which an entity is exposed and how theses risks are managed. This standard requires both qualitative disclosures describing management’s objectives, policies and processes for managing those risks, and quantitative disclosures providing information about the extent to which an entity is exposed to risk, based on information provided internally to the entity’s key management personnel. As this is a disclosure standard, there will be no impact on the financial position or results of the Group.
b) FRS101: Presentation of Financial Statements (Revised)
The revised FRS 101 separates owner and non-owner changes in equity. Therefore, the consolidated statements of changes in equity only include details of transactions with owners. All non-owner changes in equity, if any, will be presented as a single line labeled as total comprehensive income. In addition, the consolidated balance sheet was renamed as the consolidated statement of financial position in the interim financial report. This standard did not have any impact on the financial position and results of the Group.
c) Amendments to FRS 117: Leases
FRS117 clarifies on the classification of leases of land and buildings. The Group has reassessed and determined that the leasehold land of the Group are finance lease in substance and has reclassified the leasehold land to property, plant and equipment. The change in accounting policy has been made retrospectively in accordance with the transitional provisions of this FRS amendment.
The effects of the reclassification on the consolidated statement of financial position as at 31 December 2009 are as follow:-








Restated
Previously stated







RM,000
RM’000

Property, plant and equipment


90,525

74,475
Prepaid lease payments



         -

16,050

d) FRS 139: Financial Instruments- Recognition and Measurement
FRS 139 set out the new requirements for the recognition and measurement of the Group’s financial instruments. Financial instruments are recorded initially at fair value. Subsequent measurement of the financial instruments at the balance sheet date reflects the designation of the financial instruments. The Group determines the classification at initial recognition and for the purpose of the first adoption of the standard, as at transitional date on 1 January 2010. 

Financial assets
Financial assets are classified as financial assets at fair value through profit or loss, loans and receivables, held to maturity investments, AFS financial assets, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

Financial liabilities
Financial liabilities are classified as financial liabilities at fair value through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
3.
Disclosure on qualification of the preceding audited financial statements

There was no qualified report issued by the auditors in the financial statements of the Group for the year ended 31 December 2009.
4.
Seasonality or cyclicality of operations

There were no material seasonal or cyclical factors affecting the business operations of the Group in the current quarter.


5.
Unusual items 

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial year-to-date.

6.
Changes in estimates

There were no material changes in estimates reported in prior quarters of the current financial year or prior financial year that have a material effect in the current quarter.

7.
Issuance or repayment of debts and equity securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation or share held as treasury shares and resale of treasury shares for the current quarter and financial year-to-date.
8.
Dividends paid


There was no dividend paid in this current financial quarter.
9.
Valuation of property, plant and equipment

The certain property, plant and equipment are carried at revalued amount from the previous annual financial statements. 
10.   
Subsequent events 
There were no material events subsequent to the end of the current quarter that have not been reflected in the interim financial statement.
11.
Changes in the composition of the Group

There were no other significant changes in the composition of the Group during the current quarter including business combinations, acquisition or disposal of subsidiaries and long term investments, restructurings and discontinuing operations. 

12.
Contingent liabilities and contingent assets

As at 31 December 2010, the Company has issued corporate guarantees amounting to RM333.004million as security to financial institutions and suppliers for banking facilities and/ or credit term respectively granted to its subsidiaries.
13.
Capital commitments 


The capital commitments of the Group as at 31 December 2010 are as follow:-

	Property, plant and equipment
	            RM’000

	Contracted but not provided for
	24,408
	


14.
Segment information

The analysis of contribution by geographical locations of the Group is as follows:-
         Current year to date
Revenue





         RM’000
	Malaysia

	  511,557

	Vietnam
	  92,862

	Consolidated
	  604,419


No business segment analysis is prepared as the Group primarily operates within the agriculture industry.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

1.
Review of performance

The Group’s revenue has reduced by RM7.6 million or 4.73% as compared to the preceding year corresponding quarter. The decrease of revenue was mainly due to lower sales volume for feedmill division in this quarter as compared to preceding year quarter. However, the net profit before tax of the Group has increased about 23.43% from RM7.299 million to RM9.009 million. 
For the twelve months ended 31 December 2010, the Group recorded lower revenue of RM31.373 million or 4.93% as compared to the previous year corresponding period as a result of lower sale volume in the Group’s poultry feeds. However, the net profit before tax increased of RM4.646 million or 19.16%. This was mainly due to lower production cost as a result of lower prices of imported raw material. The reason for the lower price of raw material is mainly due to the Ringgit appreciated against U.S.Dollar.
2.
Comparison with preceding quarter’s results

The Group’s revenue has increased by RM7.829 million or 5.39% as compared to the preceding quarter. This was mainly due to higher sales volume and selling price recorded in feedmill division. In tandem with the increase in revenue, the Group’s current quarter profit before tax of RM9.009 million was higher as compared to RM7.788 million recorded in preceding quarter. 
3.
  Current year prospects
The Group remains focused in our core business of animal feed and poultry products in Asean region. The respective business units will continue performing well and leveraging on each other’s strength to contribute to the Group’s revenue base. Coupled with the expansion of forward and backward integration projects in Malaysia and Vietnam, the Board anticipates a satisfactory performance for the financial year ending 31 December 2011.
4. Variance on forecast profit/profit guarantee

This note is not applicable.
5.
Taxation


Taxation comprises the following: -

	
	
Current Year Quarter
31/12/10

RM’000
	
	Current Year To Date

31/12/10
RM’000

	Current year taxation
	1,756
	
	6,955

	Under provision in prior years

	-
	
	225

	Deferred taxation
	(18)
	
	(28)

	
	1,738
	
	7,152


The effective tax rate differ from the statutory tax rate principally due to certain expenses were not deductible for tax purpose.
6.
Profit on sale of investments or properties

There was no sale of investments and properties for the current quarter and financial year-to-date.
7.         Purchases and sales of quoted securities

(a) 
The particulars of purchase or disposal of quoted securities are as follows:









      RM’000

(i)   Total purchase consideration




-


(ii)  Total sale proceeds
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(iii) Total gain/(loss) on disposal




-

(b) 
Investments in quoted securities as at the end of the current quarter:-

	
	RM’000

	
	(i)   Investment at cost
	70

	
	(ii)  Investment at carrying value/book value
	70

	
	(iii) Investment at market value
	86


 8.        Status of corporate proposals

(a)
The Company had on 18 September 2009 announced that its subsidiaries, Gymtech Feedmill (M) Sdn. Bhd. and Ideal Multifeed (Malaysia) Sdn. Bhd. had entered into Assets Contract with Buhler (Changzhou) Machinery Co. Ltd. for the acquisition of plant and machinery for feedmill for a total cash consideration of USD$3,899,462.
(b)
The Company had on 29 October 2009 announced that its subsidiary, Emivest Feedmill Vietnam Limited had entered into Assets Contract with Buhler (Changzhou) Machinery Co. Ltd. for acquisition of plant and machinery for new feedmill plant to be set up in Vietnam. The total cash consideration is USD$3,194,750.
(c)
The Company had on 21 May 2010 announced that its subsidiary, Emivest Feedmill Vietnam Limited had entered into Construction Contract with Phu Si Construction and Investment Joint Stock Company for the construction of feedmill factory in Vietnam. The total cash consideration is VND100,440,000,000 (approximately to RM17.489million).
(d)
The Company had on 6 July 2010 announced that its subsidiary, Gymtech Feedmill (M) Sdn. Bhd. had given a Letter of Award to Leadway Construction & Engineering Sdn. Bhd. for the construction of feedmill factory at Industri Pulau Indah, Daerah Kelang. The total contract sum is RM22,892,282.
(e)
The Company had on 18 November 2010 announced that it received a letter from Emerging Glory Sdn.Bhd.(“EGSB”) which sets up an offer to acquire the entire business and undertaking including all assets and liabilities of Emivest (“Proposed Disposal”) at an aggregate purchase consideration of RM108,000,005.40. Based on the issued and paid-up shareholders capital of Emivest as at 18 November 2010, the Purchase Consideration represents a consideration of RM0.90 per ordinary share of RM0.50 each in Emivest. Upon completion of the proposed Disposal, EGSB proposes that Emivest subject to obtaining all requisite approvals, return all proceeds that are attributable to the non-interested shareholders, via special dividend, bonus issue and/or capital repayment exercise. (“Proposed Distribution”).
(f) 
Subsequently on 6 December 2010, Aminvestment Bank Berhad had announced on behalf of the Board that the Board had considered the Offer by EGSM and accepted the Offer subject to the execution of definitive agreement in respect of the Offer (“Agreement”). 
The above proposals have not been complete during the current quarter under review.
9.      Group borrowings and debt securities

             a)
The Group borrowings as at the end of the current quarter are as follow:

	
	Current Year

31/12/10
RM’000

	 Short term – secured
	110,202
	

	 Long term – secured
	34,550
	

	
	144,752
	


b)
The borrowings denominated in foreign currency are as follows:


RM’000

Denominated in US Dollar
    5,164
Note: The foreign currency borrowings were converted into Ringgit Malaysia at the exchange rate prevailing as at 31 December 2010.
10.
Derivatives

Type of derivatives

Contract value

Fair Value
Aging






RM’000

RM’000


Forward foreign exchange



Contract


416


415

Less than 1 year
The Group adopted the accounting policy on derivative financial instruments in compliance with FRS 139 – Financial Instrument: Recognition and Measurement on 1 January 2010. With the adoption of FRS 139, financial derivatives are recognised accordingly in the financial statements and there is no off balance sheet financial instruments. 
11.
Material litigation

There were no material litigations pending since the last annual balance sheet.

12.
Dividend Payable
The Board of Directors do not recommend the payment for any dividend for the financial period ended 31 December 2010.
13.
Earnings per share

The basic earnings per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.

	
	Current

Year

 Quarter

31/12/2010
	 Preceding 
Year

Corresponding
Quarter

31/12/2009
	Current 

Year

To Date

31/12/2010
	Preceding 

Year

Corresponding

Period
31/12/2009

	Profit attributable to equity holders of the Company (RM’000)
	7,032
	5,364
	21,189
	16,473

	 Weighted average number of ordinary shares in issue (’000)
	120,000
	120,000
	120,000
	 120,000

	Basic earnings per share (sen)
	5.86
	4.47
	17.66
	13.73


14.
Realised and unrealised profits or losses


On 25 March 2010, Bursa Malaysia Securities Berhad (“Bursa Malaysia”) issued a directive to all listed issuers pursuant to Paragraph 2.06 and 2.23 of Bursa Malaysia Main Market Listing Requirements.  The directive requires all listed issuers to disclose the breakdown of the unappropriated profits or accumulated lossess as at the end of the reporting period, into realised and unrealised profits or losses.


On 20 December 2010, Bursa Malaysia further issued guidance on the disclosure and the format required.


The breakdown of retained profits of the Group as at the reporting date,  into realised and unrealised profits,  pursuant to the directive, is as follows :-

	
	As at
	
	As at

	
	31 Dec 2010
	
	30 Sept 2010

	
	RM’000
	
	RM’000

	
	
	
	

	The retained profits of the Group :-
	80,163
	
	72,689

	-
Realised 
	
	
	

	-
Unrealised
	(3,276)
	
	(3,036)

	Total Group retained profits as per consolidated accounts
	76,887
	
	69,653


15.
Authorisation for issue
The interim financial statements were authorized for public release by the Board of Directors in accordance with the minutes of the Board meeting on 28 February 2011.
By Order of the Board
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