CAB CAKARAN CORPORATION BERHAD




(Company No. 583661-W)

(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT

FOR THE FOURTH QUARTER ENDED 30 SEPTEMBER 2003

NOTES TO THE INTERIM FINANCIAL STATEMENTS


PART A : EXPLANATORY NOTES AS PER MASB 26

A1.
Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with the Malaysian Accounting Standards Board (“MASB”) Standard No. 26, Interim Financial Reporting and the additional disclosure requirements as in Paragraph 9.22 and Part A of Appendix 9B of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 September 2002 as per the Prospectus dated 3 December 2003.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 30 September 2002, except for the adoption of the MASB 25, Income Taxes, which becomes operative for annual financial statements covering periods beginning on or after 1 July, 2002.

A2.
Audit qualification

The auditors’ report on the financial statements for the year ended 30 September 2002 was not subject to any qualification.

A3.
Seasonality or cyclical factors

The Group’s performance for the current period under review is not significantly affected by seasonal or cyclical factors.

A4.
Unusual nature and amounts of items affecting assets, liabilities, equity, net income and cash flows

There were no unusual nature and amount of items affecting assets, liabilities, equity, net income or cash flows during the current period under review.

A5.
Material change in estimates

There were no material changes in estimates of amounts reported in the current period under review.

A6.
Changes in debt and equity securities

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities for the current period under review except for the following:

(i)
the issuance of 48,143,546 new ordinary shares of RM0.50 each in CAB Cakaran Corporation Berhad at an issue price of approximately RM0.6219 per ordinary share in exchange of 100% equity interest in CAB Cakaran Sdn Bhd; and

(ii)
the issuance of 14,890,450 new ordinary shares of RM0.50 each in CAB Cakaran Corporation Berhad at an issue price of approximately RM0.6219 per ordinary share in exchange of 100% equity interest in Gettmore Group Sdn Bhd.

A7.
Dividends

No dividend was declared or paid by the Company during the period under review.

A8.
Segment information


Current quarter segment analysis:

Segment by Business Activities
Agricultural/

Poultry farming/Food processing
Fast food

business
Investment

holding
Eliminations
Group


RM’000
RM’000
RM’000
RM’000
RM’000








Revenue 






External sales
30,605
1,903
-
-
32,508

Inter-segment sales
8,276
389
2
(8,667)
-








Total
38,881
2,292
2
(8,667)
32,508








Results






Profit from operations
2,916
444
(21)
69
3,408

Finance costs




(324)

Share of profit from

  associated company




3

Profit before tax




3,087

Income tax expense




(586)

Profit after tax




2,501

Minority interests




37

Net profit for the period




2,538

A9.
Revaluation of property, plant and equipment

The leasehold land, freehold land and buildings were revalued by the directors on 23 December 2002 based on valuations carried out by Tan Kok Yew, MBA, Bachelor of Sury. (Hons) (Property Management), a registered valuer of Intra Harta Consultants (North) Sdn Bhd, an independent firm of professional valuers. The valuations were based on market value using comparison and cost methods of valuations. The revaluations were approved by the Securities Commission on 7 August 2003. The net revaluation surplus (net of deferred tax liabilities of RM2,539,545) of RM14,053,921 was eliminated on consolidation.

A10.
Material events subsequent to the end of the interim period

Subsequent to the period under review and in conjunction with and as part of the listing of and quotation for the entire issued and paid-up share capital of CAB Cakaran Corporation Berhad (“CAB” or “the Company”) on Second Board of the KLSE, the Company undertook the following exercises:

(i)
offer for sale by the Offerors of 14,800,000 ordinary shares of RM0.50 each in CAB to the Bumiputera investors approved by the Ministry of International Trade and Industry (“MITI”) at an offer price of RM0.88 per ordinary share; and

(ii)
public issue of 16,960,000 new ordinary shares of RM0.50 each in CAB to the Bumiputera investors approved by the MITI, eligible Directors and employees, customers, franchisees in Malaysia and farmers of CAB and its subsidiary companies, identified investors by way of private placement and Malaysian public at an issue price of RM0.88 per ordinary share.

A11.
Changes in the composition of the Group


In conjunction with and as part of the listing of and quotation for the entire issued and paid-up share capital of CAB on Second Board of the KLSE, the Company undertook the following restructuring scheme:

(i)
On 28 February 2003, the Company entered into a conditional share sale agreement with the shareholders of CAB Cakaran Sdn Bhd (“CABC”) to acquire the entire issued and fully paid-up share capital of CABC comprising 5,500,000 ordinary shares of RM1.00 each for a total purchase consideration of RM29,940,143 satisfied by the issuance of 48,143,546 new ordinary shares of RM0.50 each in CAB at approximately RM0.6219 per ordinary share; and 

(ii)
On 28 February 2003, the Company entered into conditional share sale agreements with the shareholders of Gettmore Group Sdn Bhd (“GGSB”) to acquire the entire issued and fully paid-up share capital of GGSB comprising 1,800,000 ordinary shares of RM1.00 each for a total purchase consideration of RM9,264,000 satisfied by the issuance of 14,896,450 new ordinary shares of RM0.50 each in CAB at approximately RM0.6219 per ordinary share.


All the above acquisitions were completed on 8 August 2003.

The effect of these acquisitions on the financial results of the Group for the current quarter is as follows:



RM’000





Revenue

32,508

Profit before tax

3,085

The effect of these acquisitions on the financial position of the Group as of 30 September 2003 is as follows:



RM’000





Net assets and liabilities acquired as of date of acquisitions:



Property, plant and equipment

55,981

Agricultural expenditure

177

Investment in quoted shares

124

Inventories

5,060

Trade receivables

31,788

Other receivables and prepaid expenses

3,584

Amount owing by associated company

126

Tax recoverable

161

Cash and bank balances

903

Trade payables

(14,592)

Amount due to associated company

(89)

Amount owing to directors

(144)

Other payables and accrued expenses

(2,944)

Hire-purchase payables

(2,232)

Long-term loans

(9,476)

Tax liabilities

(969)

Deferred tax liabilities

(3,483)

Bank overdrafts

(10,520)

Bankers’ acceptances

(12,062)

Minority interest

(367)





Share of net assets acquired

41,026

Reserve on consolidation

(1,822)









Total purchase considerations

39,204

Acquisition by way of shares issued

  (39,204)

Less : Cash and cash equivalents acquired

9,617









Cash flow on acquisition, net of cash acquired

9,617





A12.
Changes in contingent liabilities and assets

The Directors are not aware of any material contingent liabilities or contingent assets which, upon enforceable, may have material impact on the profit or net asset value of the Group except for the following:



RM’000





Unsecured:



Claims arising from dispute over acquisition of certain landed properties

68






In 1998, a dispute arose between a subsidiary company and a third party in respect of the outstanding sales consideration of RM500,000 (which is included in other receivables and prepaid expenses) of a parcel of land sold by the subsidiary company to the third party in 1997.  The land title had been transferred to the third party in 1997.  In order to protect the subsidiary company’s interest until the outstanding sales consideration is paid, the subsidiary company lodged a private caveat on the land in 1998.  In 1999, the subsidiary company filed in a Writ and Statement of Claim against the third party.  The directors of the Group are unable to ascertain the outcome of this dispute at this juncture.

A13.
Capital commitments


RM’000




Contracted but not provided for
255

Approved but not contracted for
-




A14.
Comparison with the preceding quarter’s results


As the financial statements of the Group for the current quarter ended 30 September 2003 are drawn up for the first time, there are no comparative figures.

PART B : 
ADDITIONAL INFORMATION REQUIRED BY THE KUALA LUMPUR STOCK EXCHANGE LISTING REQUIREMENTS

B1.
Review of performance 

As the acquisitions of CABC and GGSB were only completed on 8 August 2003, the Group’s financial results were presented by incorporating the post-acquisition revenue and expenses during the period after the date of the acquisitions as per MASB 21, Business Combinations. 

The Group achieved a revenue of RM32.508 million and profit after tax after minority interests (“MI”) of RM2.538 million for the period under review. Based on the proforma consolidated results, the Group achieved a consolidated revenue of RM156.290 million and consolidated profit after tax after MI of RM7.798 million for the financial year ended 30 September 2003.

B2.
Current year prospects

Barring any unforeseen circumstances and on the assumption that the current situation remain, the Board is confident in meeting the profit forecast for the financial year ending 30 September 2004.

B3.
Variance of actual and estimate profit


Estimate

Unaudited

Actual


RM’000

RM’000






Profit after tax after MI
7,733

7,779

Add : Amortisation of reserve/ (goodwill)
94

19

Profit after tax, MI and amortisation
7,827

7,798

Pre-acquisition profit
(5,903)

(5,262)

Post-acquisition profit
1,924

2,536

Compared to the estimated consolidated profit after tax after MI (before amortisation of reserve/ (goodwill)) of RM7.733 million for the financial year ended 30 September 2003 as set out in the Prospectus dated 3 December 2003, the actual unaudited proforma consolidated profit after tax after MI (before amortisation of reserve/ (goodwill)) of RM7.779 million achieved by the Group is higher by a marginal 0.59%.

B4.
Tax expense


RM’000




Current taxation


- Based on results for the period
259

- Prior years


Deferred taxation
327


586


The effective tax rate for the current period under review is lower than statutory rate mainly due to the claims of reinvestment allowances.

B5.
Sale of unquoted investments and properties


There was no sale of unquoted investments and properties during the period under review.

B6.
Purchase or disposal of quoted investments


There were no purchase or disposal of quoted investments for the period under review. 

B7.
Status of corporate proposals and utilisation of proceeds

There were no corporate proposals announced but not completed as of 17 December 2003 except for the offer for sale and initial public offering announced to the Kuala Lumpur Stock Exchange which involves the following:

(i) offer for sale by the Offerors of 14,800,000 ordinary shares of RM0.50 each in CAB to the Bumiputera investors approved by the MITI at an offer price of RM0.88 per ordinary share; and 

(ii)
public issue of 16,960,000 new ordinary shares of RM0.50 each in CAB at an issue price of RM0.88 per ordinary share (“Public Issue”) in the following manner:

(a) 4,732,000 new ordinary shares will be available for application by the Bumiputera investors approved by the MITI;

(b) 4,000,000 new ordinary shares will be reserved for application by the eligible Directors and employees, customers, franchisees in Malaysia and farmers of CAB and its subsidiary companies;

(c)
2,228,000 new ordinary shares will be available for application by identified investors by way of private placement; and

(d) 6,000,000 new ordinary shares will be available for application by the Malaysian public.

The total gross proceeds from the Public Issue of RM14,924,800 will be fully utilised for the core business of the CAB Group by January 2006 in the following manner:

Particulars
RM’000




Construction of a new high-technology slaughter and food processing plant in Sungai Petani, Kedah Darul Aman
7,400

Purchase of machinery
3,320

Working capital
2,205

Estimated listing expenses
2,000

Total
14,925

B8.
Group borrowings and debt securities

The Group borrowings as at 30 September 2003 are as follows:-


RM’000




Short term borrowings, secured


- Bank overdrafts
9,940

- Bankers’ acceptances
12,845

- Hire purchase
682

- Term loan
1,552

Sub-total
25,019

Long term borrowings, secured


- Hire purchase
1,810

- Term loan
7,960

Sub-total
9,770




Total borrowings
34,789

The above borrowings are denominated in Ringgit Malaysia.

B9.
Off balance sheet financial instruments


There is no financial instruments with off balance risk as at the date of this report.

B10.
Changes in material litigation


The Group is not engaged in any material litigation as at the date of this report.

B11.
Dividend

No dividend was declared or paid during the period under review.

B12.
Earnings per share

The basic earnings per ordinary share of the Group of 27.73 sen for the current period is calculated based on the Group’s net profit attributable to ordinary shareholders of RM2.538 million over the weighted average number of ordinary shares in issue of 9,153,753 shares.

B13.
Authorisation for issue

This interim financial report was approved by the Board of Directors of CAB on 16 December 2003 for announcement to the KLSE.
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