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)



2.
Changes in Accounting Policies (cont’d)
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. 
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 2011, the Company has issued corporate guarantees amounting to RM450.422million 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 2011 are as follow:-

	Property, plant and equipment
	            RM’000

	Contracted but not provided for
	4,869
	


14.
Segment information

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





         RM’000
	Malaysia

	  561,820

	Vietnam
	 185,384

	Consolidated
	  747,204


No business segment analysis is prepared as the Group primarily operates within the poultry farming and its related business.
15.
Discontinued operation and disposal group classified as held for sale

In view of the acceptance of offer to acquire entire business and undertakings, including all assets and liabilities of Emivest by Emerging Glory Sdn.Bhd through entered into conditional SBA on 28 April 2011 and the SBA have become unconditional on 19 January 2012, the Group and the Company has adopted the presentation and disclosure pursuant to FRS 5: Non-current assets held for sale.  The classes of assets and liabilities of the Group classified as held for sale on the statement of financial position as at 31 December 2011 are as follows:











RM’000


Assets


Property, plant and equipment




197,008


Investment properties






  18,434


Intangible assets






    4,021


Investment in associates





    1,747

Other investment






         70


Deferred tax assets





     
    1,000


Inventories







100,691


Receivables, deposits and prepayments



137,098


Cash and cash equivalents





  68,840

Assets of disposal group classified as held for sale

528,909




Liabilities


Loan and borrowings






228,534


Deferred tax liabilities






       876


Payables and accruals






107,345


Taxation







    1,665


Liabilities of disposal group classified as held for sale

338,420
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

1.
Review of performance

The Group’s revenue has increased by RM57.498 million or 37.57% as compared to the preceding year corresponding quarter. The increase of revenue was mainly due to higher sales volume and better selling price of animal feed as the results of contribution from our new feedmill plant in Port Klang, Malaysia and Vietnam.  In tandem with the increase of revenue, the net profit before tax of the Group has increased about 74.01% from RM9.009 million to RM15.677 million. 
For the twelve months ended 31 December 2011, the Group recorded higher revenue of RM142.780 million or 23.62% as compared to the previous year corresponding period. The increase of sales volume and better selling price for animal feed and poultry products had boosted the group revenue and profit. The overall favourable results in the year were mainly attributed to better performance of existing business units; the commencement of full operation of new feedmill plant in Malaysia and Vietnam. In tandem with the increase of revenue, the net profit before tax also increased of RM12.692 million or 43.39%. The profit margin improves also partly due to strengthen of Ringgit Malaysia against US Dollar. 
2.
Comparison with preceding quarter’s results

The Group’s revenue has increased by RM14.221 million or 7.24% as compared to the preceding quarter. This is primarily due to the increase in sales volume and better selling price of animal feeds and poultry products.  In tandem with the increase in revenue, the Group’s current quarter profit before tax of RM15.677 million was higher as compared to RM14.382 million recorded in preceding quarter. This represents approximately 9.00% improvement from the profit recorded in last quarter.
3.
 Current year prospects
The fluctuations of foreign currency set major drawbacks towards our group performance as our feedmilling activities heavily depend on imported raw materials. Thus we will continue to enhance revenue from core business in order to achieve cost efficiencies and profitability. Our feedmilling industry continue to grow in current year as our feedmill plant in West Port had commenced its operation since the third quarter of financial year 2011. 

Notwithstanding of the challenges, the respective business units is expected to perform favorably 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, the Board anticipates a satisfactory performance for the financial year ending 31 December 2012.
4. Variance on forecast profit/profit guarantee

This note is not applicable.
5.
Taxation


Taxation comprises the following: -

	
	
Current Year Quarter
31/12/11
RM’000
	
	Current Year To Date

31/12/11
RM’000

	Current year taxation
	(1,033)
	
	4,183

	Under provision in prior years

	7
	
	21

	Deferred taxation
	(1,621)
	
	(1,691)

	
	(2,647)
	
	2,513


The effective tax rate for the current quarter and financial year ended 31 December 2011 was lower than the statutory tax rate mainly due to availability of tax incentives.
 6.        Status of corporate proposals

The Sale of Business Agreement (“SBA”) 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 (“Offer”) to EGSB for a total consideration of RM108,000,005.40.

On behalf of the Board of Directors, AmInvestment Bank Berhad had on 28 July 2011 announced that in accordance with the terms of the SBA, EGSB and Emivest have mutually agreed to extend the cut-off date to fulfill the conditions precedent as set out in the SBA for a further period of 4 months to 27 November 2011.

The Board of Directors had on 6 September 2011 announced that the shareholders of Emivest had at the Extraordinary General Meeting (“EGM”) held on 6 September 2011 approved all the resolutions set out in the Notice of EGM dated 15 August 2011.
On behalf of the Board, AmInvestment Bank Berhad had on 17 November 2011 announced that EGSB agreed at the request of the Board (save for the Interested Directors) to allow Emivest to pay a dividend to all its shareholders without any corresponding adjustment to the Offer price of RM0.90 per Emivest share subject to the following:

(i) The gross dividend amount shall not be more than RM0.04 per Emivest share;

(ii) The Offer becoming unconditional

Following the fulfillment of the conditions precedent stipulated in the SBA and in the sale and business agreement between EGSB and Leong Hup Holdings Berhad dated 28 April 2011 in respect of the Simultaneous Offer, Aminvestment Bank Berhad had on 19 January 2012 announced that the SBA and the Simultaneous Offer have become unconditional on 19 January 2012.
The Board of Directors had on 31 January 2012 announced that they proposed an interim dividend of 4.0sen per ordinary share less 25% taxation for the year ending 31 December 2012. The entitlement date for the interim dividend has been fixed on 20 February 2012. This dividend was subsequently paid on 28 February 2012. 
7.     
Group borrowings and debt securities

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

	
	Current Year

31/12/11
         RM’000

	 Short term – secured
                   – unsecured              
	                    114,809
                      36,731
	

	 Long term – secured
	76,994
	

	
	228,534
	


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


  RM’000


Denominated in US Dollar
    40,197

Denominated in Vietnam Dong
    18,705

Note: The foreign currency borrowings were converted into Ringgit Malaysia at the exchange rate prevailing as at 31 December 2011.
8.
Material litigation

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

9.
Dividend payable
The Board of Directors do not recommend the payment for any dividend for the financial period ended 31 December 2011. However, the Board of Directors proposed an interim dividend of 4.0sen per ordinary share less 25% taxation for the year ending 31 December 2012. This dividend was subsequently paid on 28 February 2012.
10.
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

31/12/2011
	 Preceding 
Year

Corresponding
Quarter

31/12/2010
	Current 

Year

To Date

31/12/2011
	Preceding 

Year

Corresponding

Period
31/12/2010

	Profit attributable to equity holders of the Company (RM’000)
	18,569
	7,032
	39,315
	21,894

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

	Basic earnings per share (sen)
	15.47
	5.86
	32.76
	18.25


11.
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 Dec 2011
	
	31 Dec 2010
	

	
	RM’000
	
	RM’000
	

	
	
	
	
	

	The retained profits of the Group :-
	
	
	
	

	-
Realised 
	116,345
	
	81,682
	

	-
Unrealised

Less: Consolidation adjustments
	(312)
	
	(3,890)


	

	
	116,033
865
	
	77,792
           (210)
	

	Total Group retained profits 
	116,898
	
	77,582
	


12.
Profit before tax









Profit before taxation is derived after taking into consideration of the following:
	
	Current Year Quarter

31/12/11

RM’000
	
	Current Year To Date

31/12/11

RM’000

	Interest income
Other income
Interest expenses
Gain on disposal of property, plant and equipment

Property, plant and equipment written off
Gain on disposal of investment property

Depreciation and amortization

Foreign exchange gain/(loss):
- Realised

- Unrealised
	864
156
3,546
111
55

-
2,664
                  36
                  56
	
	2,127
1,659
          12,376
142
55
107
8,476
             (370)
524


The other items as required under appendix 9B, Part A (16) of the Listing   Requirement are not applicable to the Group.
By Order of the Board
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