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 2010. 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 2010.

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 2010, except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”) effective for the financial year beginning on 1 January 2011:-

FRSs and IC interpretations
	

	   Revised FRS 1 First-time Adoption of Financial Reporting Standards

	

	   Revised FRS 3  Business Combinations

	

	   Revised FRS 127 Consolidated and Separate Financial Statements

	

	   Amendments to FRS 1 Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters

	

	   Amendments to FRS 1 Additional Exemptions for First-time Adopters

	

	   Amendments to FRS 2 Scope of FRS 2 and Revised FRS 3 (2010)

	

	   Amendments to FRS 2 Group Cash-settled Share-based Payment Transactions

	

	   Amendments to FRS 5 Plan to Sell the Controlling Interest in a Subsidiary

	

	   Amendments to FRS 7 Improving Disclosures about Financial Instruments

	

	   Amendments to FRS 138 Consequential Amendments Arising from Revised FRS 3 (Revised)

	

	   IC Interpretation 4 Determining Whether An Arrangement Contains A Lease

	

	   IC Interpretation 12 Service Concession Arrangements 

	

	   IC Interpretation 16 Hedges of a Net Investment in a Foreign Operation

	

	   IC Interpretation 17 Distributions of Non-cash Assets to Owners

	

	   IC Interpretation 18 Transfer of Assets from Customers

	

	   Annual Improvements to FRSs (2010)


The adoption of the above revised FRSs, new IC Interpretations and Amendments to FRSs does not have any material financial effects on the financial statements of the Group.
 
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 2010.
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 except for the following:
The Sale of Business Agreement dated 28 April 2011 entered into between Emivest and Emerging Glory Sdn. Bhd. (“EGSB”) in respect of the Proposed Disposal of the entire business and undertaking, including all assets and liabilities of Emivest to EGSB for a total consideration of RM108,000,005.40.

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 March 2011, the Company has issued corporate guarantees amounting to RM331.054million 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 March 2011 are as follow:-

	Property, plant and equipment
	            RM’000

	Contracted but not provided for
	14,467
	


14.
Segment information

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





         RM’000
	Malaysia

	  126,178

	Vietnam
	  24,441

	Consolidated
	  150,619


No business segment analysis is prepared as the Group primarily operates within the poultry farming and its related business.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

1.
Review of performance

The Group’s revenue has reduced by RM5.749 million or 3.68% as compared to the preceding year corresponding quarter. The decrease of revenue was mainly due to lower sales volume for broiler ducks and poultry feed in this quarter as compared to preceding year quarter. The net profit before tax of the Group has dropped about 32.43% from RM6.309 million to RM4.263 million. This was mainly due to pre-operating expenses incurred in foreign subsidiary, increase in raw material cost and depreciation of Vietnamese Dong.
2.
Comparison with preceding quarter’s results

The Group’s revenue has decreased by RM2.427 million or 1.59% as compared to the preceding quarter. This was mainly due to lower sales volume and selling price recorded in poultry farming. In tandem with the decrease in revenue, the Group’s current quarter profit before tax of RM4.263 million was lower as compared to RM9.009 million recorded in preceding quarter. This was mainly due to the increased of operating and raw material cost and the depreciation of Vietnamese Dong.
3.
  Current year prospects
The Group foresees the ever rising cost of raw material and oil prices have an unfavorable impact on our investment and operation. Notwithstanding  of the challenges, 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
31/3/11
RM’000
	
	Current Year To Date

31/3/11
RM’000

	Current year taxation
	1,324
	
	1,324

	Under provision in prior years

	-
	
	-

	Deferred taxation
	(10)
	
	(10)

	
	1,314
	
	1,314


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) 
There were no purchases or disposals of quoted securities for the current quarter and financial year to date.
(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
	88


 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. 
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

31/3/11
RM’000

	 Short term – secured
                   – unsecured              
	132,679


8,932
	

	 Long term – secured
	32,422
	

	
	174,033
	


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


RM’000

Denominated in US Dollar
    4,719
Note: The foreign currency borrowings were converted into Ringgit Malaysia at the exchange rate prevailing as at 31 March 2011.
10.
Derivatives

Type of derivatives

Contract value

Fair Value
Aging






RM’000

RM’000


Forward foreign exchange



Contract


3,337


3,323

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 March 2011.

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

31/3/2011
	 Preceding 
Year

Corresponding
Quarter

31/3/2010
	Current 

Year

To Date

31/3/2011
	Preceding 

Year

Corresponding

Period
31/3/2010

	Profit attributable to equity holders of the Company (RM’000)
	2,883
	4,970
	2,883
	4,970

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

	Basic earnings per share (sen)
	2.40
	4.14
	2.40
	4.14


14.
Realised and unrealised profits or losses

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 March 2011
	
	31 Dec 2010
	

	
	RM’000
	
	RM’000
	

	
	
	
	
	

	The retained profits of the Group :-
	
	
	
	

	-
Realised 
	84,971
	
	81,683
	

	-
Unrealised
Less: Consolidation adjustments
	(2,689)
	
	(3,890)

	

	
	82,282
(1,816)
	
	77,793

           (210)
	

	Total Group retained profits 
	80,466
	
	77,583
	


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 30 May 2011.
By Order of the Board
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