CENTRAL INDUSTRIAL COPORATION BERHAD (12186-K)

EXPLANATORY NOTES

1. Accounting Policies

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation used in the preparation of the interim financial report are similar to those used for the annual audited financial statements for the year ended 31 December 2002.

2. Qualification of preceding annual financial statements

The audit report of the preceding annual financial statements was not subject to qualification.

3. Seasonality or Cyclicality of interim operations

The Group operations were not materially affected by any seasonal or cyclical factors.

4. Nature and amount of unusual items

There were no unusual items that have a material impact on the assets, liabilities, equity, net income or cash flow for the current interim period. 

5. Nature and amount of changes in estimates

Not applicable.

6. Issuance or Repayment of Debt and Equity Securities

There were no issuance or repayment of debt and equity securities, share buy-backs, share cancellations, and shares held as treasury shares for the financial period ended 30th September 2003.

7. Dividends Paid

9 Months Ended

   30/09/2003

     RM’000

Final dividends paid for the year 2002

- 4.5% per share less 28% tax



       RM330
Central Industrial Corporation Berhad

Explanatory notes for the third quarter results – 30-09-2003


8. Segment Report

Segment revenue and results for business segments are not provided as the Group’s activities are primarily involved in the manufacturing and trading of self-adhesive tapes and label stocks. The segmental analysis by geographical segment is provided as follow:-

Year to date ended 30 Sept 2003

Segment

Segment
 

Revenue
 
 Result             

RM’000       

RM’000   

Malaysia



   
31,916


    856

Singapore




 1,981


    (95)







33,897


    761

9. Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward, without amendment from the previous financial statements.

10. Material events Subsequent to the End of the Period

There are no material events that have occurred subsequent to the period ended 30 September 2003.

11. Changes in the Composition of the Group

There are no changes in the composition of the Group as at the date of this report.

12. Changes in Contingent Liabilities or Contingent Assets

There are no changes in contingent liabilities or contingent assets since the last annual balance sheet date.

13. Profit/(losses) on Sales of Unquoted Investments or Properties

There were no profits or losses on sales of investments and properties.

14. Purchase and Sales of Quoted Securities

There were no purchases or disposals of quoted securities for the financial period ended 30 September 2003.
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15. Taxation

Taxation comprises of the following :-

	
	Individual

30/09/2003

RM’000
	Individual

30/09/2002

RM’000
	Cumulative

30/09/2003

RM’000
	Cumulative

30/09/2002

RM’000

	Current Taxation
	112
	199
	212
	541

	Deferred Taxation
	-22
	10
	-66
	30

	Total
	90
	209
	146
	571


The effective tax rates for the current quarter and cumulative quarters to date are close to the statutory tax rate of 28%. The higher effective tax rate is mainly due to a lower reinvestment allowance incentive to be enjoyed by the Group as a result of lower qualifying capital expenditure incurred during the year. 

16. Status of the Corporate Proposals

The Company had on 24 July 2002 announced the following proposals:-

· Proposed bonus issue of 15,292,500 new ordinary shares of RM1.00 each on the basis of 3 new ordinary shares for every 2 existing ordinary shares held;

· Proposed renounceable rights issue of 15,292,500 new ordinary shares of RM1.00 each on the basis of 3 new ordinary shares for every 2 existing ordinary shares held at an issue price to be finalized at a later date;

· Proposed Employees’ Share Option Scheme of up to 10% of the issued and paid up share capital of the company;

· Proposed increase in the Authorized Share Capital from RM20,000,000 to RM50,000,000 by the creation of 30,000,000 new ordinary shares of RM1.00 each;

· Proposed exemption to Malar Segar Sdn Bhd, a substantial shareholder of the company, from the obligation to undertake a Mandatory General Offer for all the remaining shares not already owned by them in CIC pursuant to the proposed subscription of additional shares to be issued pursuant to the proposed rights issue.
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The above proposals are subject to approval of SC, shareholders of the company and other relevant authorities.

The SC via its letter dated 25/3/2003 had approved the proposals. At the extraordinary general meeting held on 6/8/2003, the shareholders had approved the proposals except for the proposed exemption to Malar Segar Sdn Bhd, a substantial shareholder of the company, from the obligation to undertake a Mandatory General Offer for all the remaining shares not already owned by them in CIC pursuant to the proposed subscription of additional shares to be issued pursuant to the proposed rights issue. 

The SC had via its letter dated 22/9/2003 also approved the Company’s application for an extension of time to 25 February 2004 to implement the proposals.

17. Borrowings

The borrowings of the Group mainly consist of the following:-









As at








      30.09.2003





 


         RM’000

Short-term borrowings
    

- Bank overdrafts





 714

- Short-term loans





4,625

- Portion of long-term loans payable within 12 months
1,569








6,908

Long-term loans 

   



   585





   



7,493

The long-term loans are repayable within 5 years.

The borrowings are unsecured and denominated in Ringgit Malaysia.

18. Off-Balance Sheet Financial Instruments

The Group did not have any financial instruments with off-balance sheet risk as at the date of this report.

19. Material Litigation

There were no material litigations involving the Group for the financial period ended 30 September 2003.
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20. Comparison With Preceding Quarter’s Results

For the quarter under review, the Group recorded an increase in its turnover by 12% to RM12.2 million from RM10.9 million in the preceding quarter. The Group also recorded a substantial increase in its pre-tax profit by 189% to RM404k from RM140k in the preceding quarter. The higher pre-tax profit is largely attributed to increased capacity utilization and higher business volume.

21. Review of Performance

For the period under review, the Group’s turnover of RM33.9 million represents an increase of 4% against RM32.7 million recorded in the similar period of last year.  However, the Group’s pre-tax profit declined to RM761k against RM2.3 million recorded in the previous year. The lower pre-tax profit is mainly due to declining profit margins largely attributed to competitive pricing, price discounting, and increase in the cost of raw materials.  

22. Current Year Prospects

Market conditions are expected to remain challenging for the rest of the year. However, with the domestic economy recently showing signs of improvement, the Board is cautiously optimistic that the Group will be able to achieve a satisfactory performance for the current financial year. 

23. Variance on Forecast Profit/Profit Guarantee

This is not applicable to the Group.

24. Dividends 

The Directors do not recommend the payment of a dividend for the current financial quarter.

25. Earnings Per Share
The earnings per share is computed based on the net profit for the period as the numerator and on the number of ordinary shares in issue during the financial year of 10,195,000 as the denominator.

By order of the Board

GOH TAU SI

Secretary

Dated : 19 November 2003
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