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CB INDUSTRIAL PRODUCT HOLDING BERHAD 
(Company No. 428930-H) 

(Incorporated in Malaysia) 

 
RESUME OF DISCUSSION AT THE TWENTY-SECOND ANNUAL GENERAL MEETING 
HELD AT SAUJANA BALLROOM, THE SAUJANA HOTEL KUALA LUMPUR, JALAN 
LAPANGAN TERBANG SAAS, 40150 SHAH ALAM, SELANGOR DARUL EHSAN, ON 
FRIDAY, 31 MAY 2019 AT 10.00 A.M. 

 
AGENDA 1 - AUDITED FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 
31 DECEMBER 2018 (“AFS”) 
 
A shareholder raised the following questions:- 
 

• What is the reason for the significant drop in the results of the Associates and Joint 
Venture from a share of profit of RM12.8 million in the previous financial year to a share 
of loss of RM4.9 million in the financial year 2018, apart from the declining crude palm oil 
price.   
 
Mr Mak Chee Meng (“Mr Mak”) replied that the drop in the performance of the Associates 
and Joint Venture was mainly due to the decline in crop yield caused by oil palm disease, 
delay in harvesting and rotting of plantations in the pit areas.  
 
In addition, the Associates and Joint Venture were facing a severe labour shortage in East 
Malaysia with workers who typically cross over the border from the neighbouring 
Indonesia, are now staying away due to the increased opportunities in Indonesia coupled 
with the Government’s policy and restriction on working permit application.  

 
A shareholder raised the following questions:- 
 

• Whether the losses recorded by the Associates and Joint Venture in the financial year 
2018 arose from operational issue or write-off of diseased plant.  
 
Mr Mak replied that operational inefficiency and delay in harvesting due to the shortage 
of labour had caused the palm oil trees to be infected with diseases. There were no write-
off of diseased plant and the Management of Associates and Joint Venture had taken the 
necessary control measures to address the operational issue and would continue to 
manage and fertilise the diseased palm tree. 
 

• In addition to the non-availability of the audited financial statements of the Associate and 
Joint Venture which had resulted in a qualified opinion by the Auditors, are there any other 
management malpractice in the Associates and Joint ventures and what were the 
measures taken by the Board to safeguard the interest of the shareholders. 
 
Mr Mak replied that the Company was aware of the poor performance of the Associates 
and Joint Venture and had expressed its intention to dispose the Company’s shares in 
these companies to the joint venture partners. He added that the Company, being the 
joint venture partner, was not involved in the operation of the Associates and Joint Venture. 
However, Datuk Lim Chai Beng (“Datuk DB Lim”) and himself had as the Board members 
of the Associates and Joint Venture had been constantly questioning the Management 
over the operations issues at the board meetings.  
 
He added that the delay in preparation of the audited financial statements and the 
unsatisfactory performance of the Associates and Joint Venture were mainly due to 
inefficiency management.  
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• Whether the joint venture agreement contained an exit clause and what are the legal 
remedies for breach of contract, if the Company decides to exit from the investment in the 
Associates and Joint Venture. 
 
Datuk CB Lim replied that there were no exit clause stipulated in the joint venture 
agreement. He added that the Company had been considering exit from the Joint Venture 
for the past 2 to 3 years and would like to have a friendly exit strategy with a maximum 
exit value.  
   

• Whether the Company have any plan to venture into other agricultural crops other than 
oil palm. 
 
Datuk CB Lim replied that the Company had no plan to venture into other crop due to the 
problem of expertise. As such, the Company would focus on the oil palm planting and 
development of the upstream and downstream products of oil palm such as biodiesel.  

 
A shareholder raised the following questions:- 
 

• What is the current status of the first palm oil mill under the Plantation segment 
 
Datuk CB Lim replied that the first palm oil mill had commenced operations in Kalimantan 
since early 2019. The mill was currently operating at 50% of its production capacity. The 
production level was expected to be increased in tandem with the increase of crops 
harvested from the plantation estate in the future. 

 

• What is the outlook of the Special Purpose Vehicles (“SPV”) segment in the financial year 
2019 given that the contracts in hand had been completed and the SPV segment were 
currently depend solely on the provision of maintenance service to sustain the business.   
 
Tengku Dato’ Ardy informed that the SPV segment had participated in few tenders with 
total contract value of RM150 million since last year and had proposed to the Ministry for 
supply of specialised vehicles via lease arrangement, which was awaiting a reply from the 
Ministry. 
 
He added that there were no new projects granted by the Ministry after the change of 
government and also due to no budget allocation for specialised vehicles while the private 
sectors had extended their validity of the tenders. 
 

• What are the targeted profit contribution by the SPV segment in the financial year 2019 
and the time required to complete the contract awarded. 
 
Tengku Dato’ Ardy replied that based on the past experience, the SPV segment would be 
required to deliver its product within 12 months after the contract had been awarded. He 
added that profit contribution by the SPV segment for the financial year 2019 is uncertain 
at this stage as the segment had yet to secure any new project.  
 
Mr Tan Hock Yew clarified that the revenue of the SPV segment was recognised based 
on contract accounting whereby the profit to be captured are based on the progress of 
the contract work.  
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A shareholder also enquired the following:- 
 

• What approach had been taken by the SPV segment to mitigate the loss in the financial 
year 2019 given that the segment was currently operating at minimum level.  
 
Datuk CB Lim informed the Meeting that the operation cost of the SPV segment was low 
and that the segment had sufficient reserve to cover its operational cost. He added that 
the segment had been building its brand over the years and that Management was 
confident that the Company would be able to secure new project from the government 
during the replacement cycle for the specialised vehicles and venture into the overseas 
market with the existing core product lines. 

 
A shareholder, raised the following questions:- 
 

• The Company has a plan to operate biodiesel plants. As such what are the targeted profit 
for this new business segment. 
 
Datuk CB Lim replied that Management foresee that there would be good prospects for 
growth in the biodiesel business with the Government mandate on the B10 biodiesel 
programme and the government’s plan to adopt B20 biodiesel by 2020. He added that 
the plants would commence operations in the third quarter of 2019, which would 
contribute to the results in the year 2020.  
 
Datuk Nageeb added that the introduction of the biodiesel programme by the government 
would increase the demand for biodiesel in the country. The CPO price would increase 
as the stock level of CPO reduced along with the increase demand for biodiesel. He added 
that the Company would benefit from the Biodiesel programme with its biodiesel plant 
operation.  

 

• What type of tender had the SPV segment participated in the overseas market. 
 
Tengku Dato’ Ardy replied that the SPV segment had participated in the tender for 
supplying specialised gun to the Minister of Defence of India and are currently awaiting 
for the tender’s result. 

 
A shareholder further enquired the following:- 
 

• What additional capital expenditure will be required to operate the biodiesel plants. 
 
Datuk CB Lim replied that the total cost for the biodiesel plants operation was RM100 
million, including the acquisition cost. 

 

• Whether the Company had the required expertise to operate the biodiesel plants and what 
will be the impact on the Company due to the quota allocation for producing biodiesel by 
the government.  

 
Datuk CB Lim explained that biodiesel production, being a refinery process, is not 
complex as compared to the engineering and plantation operation. With regard to the 
quota for producing biodiesel, Datuk CB Lim said that the quota might be varied by the 
fluctuation of CPO price. He believed there will be no material risk which will affect the 
Company’s overall performance due to low investment cost as compared to the value of 
the biodiesel plants. 
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A shareholder further enquired the following:- 
 

• What are the prospect of commercialising the zero-discharge technology. 
 
Datuk CB Lim replied that the Company’s zero-discharge technology was ready for 
commercialising. However, due to the challenging business environment, the palm oil mill 
operators in Malaysia were not prepared to adopt this new technology due to addition 
operational cost. However, the zero-discharge technology had great market prospects in 
the near future. 
 
Datuk Nageeb added that the zero-discharge requirement would be made mandatory by 
the government for the mills operating in Malaysia and this requirement had been 
implemented in the state of Johor. Hence, the Company’s zero discharge technology 
would have a great potential in the future. 

 
A shareholder further enquired the following:- 

 

• The component of the unquoted investments recorded in page 125 of the annual report 
and the reason accounted for the increase in amount of investment as compared to that 
in the financial year 2017. 
 
Mr Tan replied that the unquoted investment was the investment in preferences shares 
by the SPV segment. He added that the SPV segment had invested in these preference 
shares for years. The increase of investment was the second subscription of the 
preference shares after the redemption of its first batch of investment. He highlighted that 
this investment scheme was approved by the Securities Commission of Malaysia and 
provided rate of return of approximately 10%.  

 

• Please explain the loss (representing total comprehensive loss) of RM313,167,000 for the 
financial year ended 31 December 2018 as disclosed in Note 19 – Non-Controlling 
Interests to the audited financial statements for the year ended 31 December 2018. 

 
Mr Tan replied that there was a typographical error made in the disclosure note whereby 
the correct information should be profit (representing total comprehensive income) 
approximately of RM33 million instead. He then extended apologies on behalf of the 
Company for the mistake made.  
 
Upon request of the shareholders, Mr Michael Ong, a representative of the Company’s 
Auditor – Crowe Malaysia PLT, had confirmed the reply of Mr Tan.  
 

• What is the targeted timeline for the Plantation segment to turnaround as this segment 
was in the loss position for a few years.  
 
Mr Mak replied that the oil palm plantation is a long-term investment which required 
continuous investment for the first eight years and would only begin to achieve break-
even between the ninth to twelfth years of investment. In spite of that, the Plantation 
segment would not suffer continual losses as there would be recurring income from the 
fifth year onwards when the trees attained maturity. Thereafter, the income would move 
towards substantial capital expenditure in terms of infrastructure and maintenance works 
necessary for planting activities. 
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He added that the Company was currently consolidating the cash flow and would focus 
on the palm oil mill operation, of which the capital investment cost was not as much as 
the plantation. 

 

• What is the age profile of the oil palm trees in the various plantation estate and the status 
of the palm oil mill operation. 
 
Mr Mak replied that approximately 80% of the plants were at the pre-mature stage, which 
was within 5 to 7 years. Nonetheless, Management expected for a better yield in the 
coming years.  

 

Mr Mak further informed the Meeting that the palm oil mill with a production capacity of 
800 tons per day had been officially commissioned on 25 April 2019. Currently, the mill is 
operating at 50% of its production capacity.  

 
 
AGENDA 3 – DIRECTORS’ REMUNERATION 
 
A shareholder enquired whether there were any changes to the Directors’ Remuneration for 
the current financial year as compared to that of the previous financial year, to which Mr Tan 
replied that the Directors’ Remuneration had remained unchanged. 
 
 
AGENDA 6 – PROPOPSED RENEWAL OF AUTHORITY FOR PURCHASE OF OWN 
SHARES BY THE COMPANY 
 
A shareholder commented that the Company should perform share buy-back more often as 
the Company’s share price was low. He suggested the Company should distribute the treasury 
shares as dividend to the shareholders. The Board took note of the shareholder’s suggestion. 
 
 
 


