CENTRAL INDUSTRIAL CORPORATION BERHAD and its subsidiaries

Company No. 12186-K (Incorporated in Malaysia)

Central Industrial Corporation Berhad (12186-K)

Notes to the condensed consolidated interim financial statement for the three months ended 30 June 2010

Notes to the condensed consolidated interim financial statements for the six months ended 30 June 2010

1.
Basis of Preparation
The interim financial report has been prepared in accordance with the Financial Reporting Standards (FRS) 134, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (“MASB”) and Main Market Listing Requirements of the Bursa Malaysia Securities Berhad. It should be read in conjunction with the consolidated financial statements of the Group as at and for the year ended 31 December 2009.

The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted for the Group’s annual audited financial statements for the year ended 31 December 2009 and previous quarter, except that the FRS adopted by the Group effective from 1 January 2010 are :-
FRS, Amendments to FRS and Interpretations

FRS 2 


Share-bases Payment 

FRS 7 


Financial Instruments: Disclosures

FRS 8 


Operating Segments

FRS 123 


Borrowing Costs

FRS 139


Financial Instruments: Recognition and Measurement

Amendment to FRS 7
Financial Instruments: Disclosures

Amendment to FRS 101
Presentation of Financial Statements

Amendment to FRS 107
Statement of Cash Flows 

Amendment to FRS 110
Events after Reporting Period

Amendment to FRS 116
Property, Plant and Equipment

Amendment to FRS 117
Leases

Amendment to FRS 123 
Borrowing Costs (revised)

Amendment to FRS 127   
Consolidated and Separate Financial Statements

Amendment to FRS 132
Financial Instruments: Presentation

Amendment to FRS 134 
Interim Financial Reporting

Amendment to FRS 139
 Financial Instruments: Recognition and Measurement

IC Interpretation 10

Interim Financial Reporting and Impairment

IC Interpretation 11

Group and Treasury Share Transactions

The adoption of the above FRS and Amendments did not have any material impact on the financial results of the Group except for the following :- 


FRS 7 Financial Instruments: Disclosures

FRS 7 requires disclosure of information about the significant of financial instruments for the Group’s financial position and performance, the nature and extent of risks arising from financial instruments, and the objectives, policies and the processes of managing capital.
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FRS 101 Presentation of Financial Statements (Revised)

FRS introduces changes in the format and content of the financial statements including revised titles for financial statement. With the adoption of the revised FRS 101, the components of the interim financial statements presented consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.

The total comprehensive income for the financial period is presented as a one-line item in the statement of changes in equity and comparative information has been re-presented in order to conform to the revised standard. 

There is no impact on the financial statements of the Group as the revised Standard affects only the presentation of the financial statements.


FRS 127 Consolidation and Separate Financial Statements (Revised in 2010)


Under FRS 127 (Revised in 2010), increases and decreases in ownership interests in subsidiaries that do not result in the Group losing control over the subsidiaries are dealt with in equity and attributed to the owners of the parent, with no impact on goodwill and profit and loss. This revised standard requires that the Group to derecognize all assets, liabilities and non-controlling interests at their carrying amounts when lost of control of subsidiaries. Any retained interest in the former subsidiaries is recognized at its fair value at the date when control is lost, with the resulting gain or loss being recognized in profit and loss.

FRS 139 Financial Instruments: Recognition and Measurement

In accordance with FRS 139, the recognition and measurement requirements are applied prospectively from I January 2010. Prior to the adoption of FRS 139, derivative contracts were recognized in the financial statement on the settlement dates. With the adoption of FRS 139, the derivative contracts will be at contract dates as a financial assets or financial liabilities and the measurement of such contracts would be at fair value through profit & loss. Forward foreign currency exchange contracts of the Group have been measured at fair value and the changes in the fair value are recognized in the income statement. 

In accordance with the traditional provision of FRS 139, the above changes are applied prospectively and the comparatives as at 31 December 2009 not restated. The fair value adjustments arising from re-measurement of financial instruments are immaterial to the financial position and result of the Group. Thus no adjustment has been made to the opening balance of the balance sheet as at 1 January 2010.

FRS 117 Leases

Prior to the adoption of the Amendment to FRS 117, leasehold lands were treated as operating leases. The considerations paid were classified and presented as prepaid lease payments in the statement of financial position. With the adoption of the Amendment to FRS 117, the Group has reassessed and determined that certain leasehold land of the Group which is in substance financial leases and has reclassified the leasehold land to property, plant and equipment. The change in accounting policy has been made retrospectively in accordance with the transitional provisions of the amendment. The reclassification has no effect to the profit or loss of the current financial period ended 30 June 2010 or the comparative prior financial period. The effect of the reclassification to the comparative of the prior financial year’s consolidated statement of financial position is as follows :-
	
	As previously reported as at 31 Dec 2009

RM’000
	Effects of Amendment to FRS 117

RM’000


	As restated as at
31 Dec 2009

RM’000

	Prepaid lease payments
	2,010
	(2,010)
	-

	Property, plant and equipment
	21,108
	2,010
	23,118


2.
Auditors’ Report on Preceding Annual Financial Statements

The audited report of the previous annual financial statements for financial year ended 31 December 2009 was not subject to any qualification.

3. 
Valuations of Property, Plant & Equipment Brought Forward
The valuations of property, plant & equipment have been brought forward without amendment from the previous annual financial report.

4.
Seasonal or Cyclical Factors 

The business natures of the Group are not materially affected by any seasonal or cyclical factors.
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Exceptional or unusual items
There were no exceptional or unusual items that have a material impact on the assets, liabilities, equity, net income or cash flow of the Group.

6.
Material Changes in Estimates
There is no material changes in the estimation method used in this interim report, which will have a material effect on the financial result.

7.
Debts and Equity Securities

There is no issuance, cancellation, repurchases, resale or repayments of debt or equity securities during the financial quarter under review. 

8.
Dividends Paid

No dividend was paid in respect of the current quarter ended 30 June 2010 (2009: nil).

9.
Segment Reporting

The Group’s principle activities are primarily involved in the manufacturing and trading of self-adhesive tapes and label stocks. The analysis of segment revenue and results for business of the Group as follows :-

	
	Quarter ended 30 June
	
	Year to date ended 30 June

	
	2010
	
	2009
	
	2010
	
	2009

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Segment revenue
	
	
	
	
	
	
	

	Malaysia
	15,573
	
	15,396
	
	29,898
	
	28,555

	Overseas
	  1,773
	
	  1,610
	
	  3,366
	
	  2,516

	
	17,346
	
	17,006
	
	33,264
	
	31,071

	
	
	
	
	
	
	
	

	Segment results
	
	
	
	
	
	
	

	Malaysia
	2,505
	
	280
	
	2,551
	
	251

	Overseas
	78
	
	74
	
	164
	
	124

	
	2,583
	
	354
	
	2,715
	
	375

	
	
	
	
	
	
	
	


10.
Subsequent Event  

Subsequent to the end of current quarter, 

i) the transaction on the disposal of property as announced in previous quarter has been completed.
ii) the Group purchased a company car for a cash consideration of RM273,550.
11.
Changes in the Composition of the Group
There are no changes in the composition of the Group for the current reporting quarter.

12.
Contingent Liabilities or Contigent Assets
The Group does not have any material contingent liabilities or assets since the last annual balance sheet date.

13.
Capital Commitments Outstanding not provided for in the Interim Financial Report
There were no material capital commitments for the property, plant and equipment as at 30 June 2010.

14.
Significant Related Party Transactions
There were no significant related party transactions during the quarter under review and financial year to date.
15.
Performance Review 

The Group’s recorded revenue of RM17,346,000 and profit before tax (PBT) of RM2,583,000 for the quarter ended 30 June 2010, representing improvements of 2.0% and 629.66% respectively over the corresponding quarter. For the six months ended 30 June 2010, the total revenue and profit before tax for the Group improved by 7.06% and 624.0% to RM33,264,000 and RM2,715,000 as compared to RM31,071,000 and RM375,000 in the corresponding period. The increase in revenue was due to the increase in overall Group’s sales and increase in profit before tax was due to gain on disposal of property.
16.
Commentary of  Prospects

The Group will continue to take measures in cost control and intensify focus on the export market such as Europe to produce profitable result for the remaining period of the financial year. 

17.
Profit Forecast or Profit Guarantee
The Group did not announce or disclose any profit forecast or profit guarantee in a public document for the current quarter and financial year to date.
18.
Taxation
	
	Six months ended 

30 June 2010
	Six months ended 

30 June 2009

	
	RM’000
	RM’000



	Profit before taxation
	2,715
	375

	
	
	

	Tax at the statutory income tax rate of 25%
	679
	94

	                                                                   
	
	

	Add/(Less):
	
	

	· Effect of expenses with double deduction 
	(3)
	(8)

	· Effect of utilization of previously unrecognized Capital Allowance
	(110)
	(45)

	· Effects of other income is not subject to tax 
	(530)
	(5)

	
	
	

	Income tax expense 
	36
	36

	Effective tax rate
	1.3%
	9.6%


19.
Sale of Unquoted Investments and Properties
There were no sale of unquoted investments and properties for the current quarter and financial year to date other than the disposal of property with a gain of RM2,094,000.00 as announced previously as disclosed in note 10(a).
20.
Quoted Securities
There was no purchase and sale of quoted securities for the current quarter and financial year to date.

21.
Corporate Proposals
There were no outstanding corporate proposals announced as at the date of this report.

22.
Borrowings
All the borrowings are denominated in Ringgit Malaysia and recognized in profit or loss in the year in which they are incurred.

 
Particulars of the Group‘s borrowings as at 30 June 2010 are as follows: -

	
	2010
	
	2009

	
	RM’000
	
	RM’000

	Unsecured Borrowings
	
	
	

	 Bank Overdraft 
	-
	
	      -

	 Banker’s Acceptance 
	8,385
	
	6,344

	
	8,385
	
	6,344

	
	
	
	


23.
Derivatives Financial Instruments
a)    Derivatives

The Group has entered into some forward foreign exchange currencies contracts to hedge foreign exchange risks associated with sales transactions. As at end of the current quarter under review, the details of the open foreign exchange forward contracts are as follows :-
	Type of Derivatives
	Amount in original currency
	Contract / Notional Rate
	Contract / Notional Value
	Fair Value (favorable)

	Forward foreign exchange currencies contracts

- Less than 1 year


	USD 

49,795
	3.307
	RM

164,672
	RM

161,500


The derivatives have been recorded on the Consolidated Statement of Financial Position for this reporting period in compliance with FRS 139 as set out in Note 1. 

The above instruments are executed with financial institutions in Malaysia and as such credit and counter parties risks are minimal. There are no transaction costs at the inception of these contracts. The Group is exposed to minimal cash flow risk in view of its healthy cash position.

b)  Gains / (losses) arising from fair value changes in financial liabilities

There was no gain/(loss) arising from fair value changes in financial liabilities in this reporting period.

24.
Gains/ Losses Arising From Fair Value Changes to Financial Liabilities 
The Group financial liabilities include trade and other payables. Gains and losses are recognized in the statement of comprehensive income when the liabilities are de-recognized as well as through the amortization process. In the Group, the trade and other payables are carried at amortized cost which is not materially different from the fair value.

25.
Material Litigation



There are no changes in material litigation as at the date of this report.
26.
Dividends Payable 

The Board does not recommend any interim dividend for the quarter ended 30 June 2010.

27.
Earnings Per Share 

Basic earnings per ordinary share are calculated based on the net profit / (loss) for the period as the numerator and the weighted average number of ordinary shares outstanding during the period as the denominator. Diluted earnings / (loss) per ordinary share is the same as the basic earnings / (loss) per ordinary share as the effect of anti-dilutive potential ordinary shares are ignored in calculating diluted earnings / (loss) per ordinary share in accordance with FRS133 on the earnings per share.
	
	Six months ended 30 June 2010
	Six months ended 30 June 2009

	
	RM
	RM



	Basic
Net profit for the period / year (RM) 
	2,679,000
	339,000

	Weighted average number of ordinary shares in issue 
	45,780,000
	45,780,000

	Basic earnings per ordinary share (cent)
	5.85
	0.74

	
	
	

	Diluted
Diluted earnings per ordinary share (cent)
	                       5.85
	                       0.74


28.

Authorisation for Issue
The interim financial statements and the accompanying notes were authorized for issue by the Board of Directors in accordance with a resolution of the directors passed on 24 August 2010.

By order of the Board,

Central Industrial Corporation Berhad

Fong Phoi Shan

Company Secretary

Date : 25 August, 2010
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