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CENTRAL INDUSTRIAL COPORATION BERHAD (12186-K)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED 30th SEPTEMBER 2006

EXPLANATORY NOTES – FRS 134

1. Basis of Preparation

This interim report is prepared in accordance with Financial Reporting Standards (“FRS”) No. 134 : Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and paragraph 9.22 of the Bursa Malaysia Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2005.

The significant accounting policies and presentation applied in the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2005 except for the adoption of the following new / revised FRS for the Group’s financial period beginning 1 January 2006 :

FRS 2        Share-based Payment

FRS 3        Business Combinations

FRS 101    Presentation of Financial Statements

FRS 102    Inventories 

FRS 108    Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110    Events after the Balance Sheet Date

FRS 116    Property, Plant and Equipment  

FRS 121    The Effects of Changes in Foreign Exchange Rates  

FRS 127    Consolidated and Separate Financial Statements

FRS 128    Investments in Associates

FRS 132    Financial Instruments: Disclosure and Presentation

FRS 133    Earnings Per Share

FRS 136    Impairment of Assets

FRS 138    Intangible Assets

FRS 140    Investment Property

The Group has decided to early adopt FRS 117 Leases which is effective for annual periods beginning on or after 1 October 2006.

The adoption of abovementioned FRSs does not have any significant financial impact on the Group other than as follows :-  

FRS 117 : Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and building element of the lease are the inception of the lease. Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment losses. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative amounts as at 31 December 2005 have been restated.

2. Declaration of qualification of audit report 

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

3. Seasonal or cyclical factor 

The Group operations are 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. Changes in accounting estimates

There is no material change in accounting estimates used in the preparation of financial statements in the current financial period as compared with the previous financial period or previous financial year .

6. Debts and equity securities

There were no issuance or repayment of debt securities, share buy-backs, share cancellations, and shares held as treasury shares for the financial period ended 30th September 2006. 

7. Dividends paid

A final dividend of 1.15 sen less 28% income tax in respect of the financial year ended 31st December 2005, amounting to a net dividend of RM379,058 was paid on 15/9/2006.

8. Segment Information

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 follows: -

Current to date ended 30th September 2006

Segment

 Segment
 

Revenue
 
  Results             

RM’000       

  RM’000   
Malaysia



   
 34,668

   (1,647) 

Singapore




   1,984
     
      ( 6)






 36,652

   (1,653)
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 balance sheet date 

There was no material events subsequent to the current financial quarter ended 30th September 2006.

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 

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

13. Capital commitments outstanding not provided for in the interim financial report

There were no major capital commitments incurred or authorized to incur but not providing for in the interim financial report as at the date of this report.  

ADDITIONAL NOTES PURSUANT TO REQUIREMENT BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENT

14. Profit/(losses) on sales of unquoted investments or properties

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

15. Purchase and sales of quoted securities

There were no purchases or disposals of quoted securities for the financial period ended 30th September 2006.

16. Taxation

Taxation comprises of the following: -

	
	Individual

30/09/2006

RM’000
	Individual

30/09/2005

RM’000
	Cumulative

30/09/2006

RM’000
	Cumulative

30/09/2005

RM’000

	Current Taxation
	-
	81
	-
	162

	Deferred taxation
	40
	-
	80
	-

	Total
	40
	81
	80
	162


Taxation charge for the Group mainly due to deferred tax expense of RM40k provided during the quarter.         

17. Status of the corporate proposals

There were no corporate proposals announced.  

18. Utilization of proceeds
The utilization of the rights issue proceeds as at the date of this report are as follows: 

RM’000

Rights issue proceeds






 16,822

Part payments for purchase of machineries and equipment

(12,922)

Working capital







 (2,700) 

Total unutilized proceeds






   1,200 

The balance of the unutilized proceeds has been placed in a short-term deposit with a local financial institution. 

19. Borrowings
The borrowings of the Group mainly consist of the following: -






          As at


     As at






      30.09.2006

30.09.2005





 
         RM’000


   RM’000    

Current 

 Unsecured




10,207

    4,502

Non-current

 Unsecured




  3,352

       -

13,559

    4,502






The above borrowings are denominated in Ringgit Malaysia.

20. Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this report except for the following outstanding forward contracts, which will be used to hedge the Group’s sales in foreign currency:

	Currency
	Contract Amounts
	Equivalent amount in RM
	Expiry date

	US Dollar
	918,179
	3,380,369
	October-November 2006


The forward contracts are short term in nature and are entered into to hedge part of the Group’s sales from foreign exchange rate movements. As the exchange rates are pre-determined under such contracts, the Group is not exposed to any market risk. Apart from a small fee payable to the financial institution, there are no cash requirements for these contracts. 

21. Material Litigation

There were no material litigations involving the Group for the financial period ended 30th September 2006.

22. Comparison With Preceding Quarter’s Results

Group revenue was marginally higher by 2% as compared against the preceding quarter. The Group recorded loss before taxation of –RM440k for the current quarter under review as compared to the loss before taxation of –RM806k in the preceding quarter. The unfavorable results were largely due to lower turnover recorded during the quarter and increased operating costs resulted from higher depreciation charges, escalating raw materials costs, initial low capacity utilization of the newly installed machines and high cost of maintaining two operating plants.

23. Review of Performance

For the current period under review to 30th September 2006, group turnover was 6% lower as compared to the similar period last year. The Group incurred loss before taxation of –RM1.653 million as compared to the profit before taxation of RM5,000.00 recorded in the corresponding period of last year. The increased loss incurred for the period under review was largely attributed to higher cost structure and lower turnover recorded during the period.  

24. Current Year Prospects
The Board expects the final quarter of the year to remain challenging. The Group will continue its drive to increase its market share, introducing new products, stricter cost control, consolidate production of the two manufacturing facilities and increase its capacity utilization in order to operate profitably in the challenging market conditions.   

Barring unforeseen circumstances, the Board expects the Group to improve its performance in the final quarter of the year. 

25. Variance on Forecast Profit/Profit Guarantee

This is not applicable to the Group.

26. Dividends 

No interim dividend is recommended for the quarter under review. 

27. Earnings Per Share
Basic earnings per share is calculated based on the net profit for the period as the numerator and the number of ordinary shares in issue of 45,780,000 as the denominator. Diluted earnings per share is not calculated due to anti-dilutive effect.  

The previous year 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 40,780,000 as the denominator.

28. Authorization for issue
The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors on 29tn November 2006.               

By order of the Board,

FONG PHOI SHAN

Company Secretary

Date : 30 November, 2006
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