KNUSFORD BERHAD

Notes to the interim financial report

1
Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001 except for the adoption of MASB 19, Events After Balance Sheet Date whereby the comparative figures have been restated to reflect the impact of the non-recognition of dividends proposed and paid after the balance sheet date. The effect of the change is disclosed in the consolidated statement of changes in equity.


2
Exceptional items

There were no exceptional items for the current quarter and nine months ended 30 September 2002.  

3
Extraordinary items
There were no extraordinary items for the current quarter and nine months ended 30 September 2002.  

4
Taxation

	
	Current quarter ended 30 September 2002
	9 months ended

 30 September 2002

	
	RM ‘000
	RM ‘000

	
	
	
	

	       Current provision
	962
	
	2,525
	

	       Under/(Over) provision in respect of prior years
	(185)
	
	232


	

	
	777
	
	2,757
	


The Group’s effective tax rate is lower than the prima facie tax rate mainly due to non-taxable income arising from negative goodwill. 

5
Unquoted investments and properties

There were no profits on sale of unquoted investments and/or properties as there were no disposals of unquoted investments and/or properties for the current quarter and nine months ended 30 September 2002.

6
Quoted securities


There was no purchase or disposal of quoted securities for the current quarter and nine months ended 30 September 2002.

7
Changes in composition of the Group


On 22 April 2002, the Company through its wholly-owned subsidiary, Wengcon Holdings Sdn Bhd (WHSB) subscribed for 5,100 shares of RM1 each in Hi-Plus Development Sdn Bhd (Hi-PD) for RM5,100.00, resulting in Hi-PD being a 51% subsidiary of WHSB.

On 20 May 2002, the Company acquired 2 shares of RM1 each in Segi Tiara Sdn Bhd (STSB) for RM2.00, resulting in STSB being a wholly-owned subsidiary of the Company.

The above acquisitions have no material effect on the Group.

8
Corporate proposals

(A)
In conjunction with and as an integral part of the listing of and quotation for the entire issued and paid up share capital of Knusford Berhad on the Main Board of the Kuala Lumpur Stock Exchange (KLSE), on 23 May 2001, the Company undertook a restructuring exercise as follows:

(i)
On 6 December 2000, the Company acquired the entire issued and paid up share capital of Wengcon Holdings Sdn Bhd and Wengcon Equipment Sdn Bhd for RM28,721,314 and RM29,171,068 respectively which were satisfied by the issue of  50,341,201 new ordinary shares of RM1.00 each at an issue price of RM1.15 per share;

(ii)
On 7 March 2001, the Company undertook a rights issue of 12,591,799 new ordinary shares of RM1.00 each on the basis of approximately 1.0005 new ordinary shares for every 4 existing ordinary shares held after the above-mentioned acquisitions at an issue price of RM1.15 per share;  

(iii)
On 14 May 2001, the Company issued 11,109,000 new ordinary shares of RM1.00 each at an issue price of RM1.60 per share to successful applicants in conjunction with the Company's proposed listing on the Main Board of the KLSE; and

(iv)
The Company also proposed to implement an Employees’ Share Option Scheme (ESOS) for the benefit of the Group’s full-time executive directors and employees not earlier than one year from the date of the listing on the KLSE.

 (B)
On 7 June 2002, the Company through Southern Investment Bank Berhad, announced the following corporate proposals:

(i)
Proposed private placement of 22,212,000 new ordinary shares of RM1.00 each in the Company representing approximately 30% of the existing issued and paid up share capital of the Company;  and 

(ii)
Proposed establishment of an ESOS for the eligible employees and executive directors of the Company and its subsidiaries excluding dormant companies of up to 10% of the issued and paid up share capital of the Company.

The Ministry of International Trade and Industry (MITI) has vide its letter of 23 October 2002, stated that it has no objection to the implementation of the Proposed Private Placement.

8
Corporate proposals (cont’d)


Status of the utilization of proceeds raised from (A) above are as follows:

	
	Approved utilization by SC

RM ‘000
	Utilized as at 

30 September 2002

RM ‘000
	Balance yet to be utilized

RM ‘000

	Repayment of term loan             and overdraft


	3,189
	
	2,792
	
	397
	

	Repayment of revolving credit facility 


	500


	
	500


	
	-


	

	Repayment of hire purchase facilities 


	936
	
	                          578
	
	358
	

	Purchase of freehold land and building


	12,300
	
	-
	
	            12,300   
	

	Purchase of plant and equipment to facilitate the reconditioning business 


	5,000
	
	-          
	
	5,000
	

	Listing expenses


	2,000


	
	2,000   


	
	-          

   
	

	Working capital


	8,330


	
	8,330   


	
	-               
	

	TOTAL
	32,255
	
	14,200
	
	18,055
	


9
Debt and equity securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and nine months ended 30 September 2002.

10
Group borrowings (unsecured)

	
	
	At

30 September 2002

RM ‘000
	
	

	       Current:
	
	
	
	

	         Revolving credit facilities
	
	
	650
	

	         Finance lease liabilities
	
	
	1,284
	

	
	
	
	1,934
	

	
	
	
	
	

	        Non-current:
	
	
	
	

	          Finance lease liabilities
	
	
	1,205
	

	
	
	
	
	


11
Contingent liabilities


There were no contingent liabilities as at the date of this announcement


12
Off balance sheet financial instruments


There were no financial instruments with off balance sheet risk as at the date of this announcement.

13
Material litigation

There was no material litigation as at the date of this announcement.

14
Segmental information

No segmental analysis is prepared as the Group operates principally within the same industry and within the country.

15
Comparison with preceding quarter results

The Group recorded a profit before taxation of RM3.517 million in the current quarter compared to RM4.067 million in the previous quarter. The decrease in profits was mainly due to higher cost incurred in the maintenance and repair of rental machinery and equipment.  

16
Review of performance for the period

The Group recorded a turnover of RM93.026 million and a profit before taxation of RM11.662 million for the nine months ended 30 September 2002. Apart from the higher cost incurred in the maintenance and repair of rental machinery and equipment in the current quarter, there were no other significant matters affecting profits in the current quarter as compared to the last.

17
Seasonal or cyclical factors

The business operations of the Group were not significantly affected by any seasonal or cyclical factors.

18
Current year prospects

Barring any unforeseen circumstances, the Directors are of the opinion that the Group performance for the current year would be satisfactory. 

19
Variance of actual profit from forecast profit / profit guarantee

Not applicable.

20 
Event subsequent to balance sheet date


There were no material events subsequent to balance sheet date.

21
Dividends paid











9 months ended











       30 September









2002

2001




RM’000

RM’000


Ordinary


- First and final dividend of 10% less tax



5,331

5,331

No dividend has been declared in the current quarter and the nine months ended 30 September 2002.

22
Earnings per share

	
	Current quarter ended

30 September 2002

RM ‘000 


	Preceding year corresponding quarter ended

30 September 2001

RM ‘000
	9 months ended

30 September 2002

RM ‘000
	9 months ended 

30 September 2001

RM ‘000

	
Earnings



	       2,740
	           4,753
	        8,905
	           16,349

	
Issued ordinary shares at 
beginning of period


	     74,042
	            74,042
	        74,042
	           50,341

	
Effect of shares issued for the 
period


	           Nil
	              Nil
	           Nil 
	           15,349

	
Weighted average number of 
shares at end of period


	     74,042
	            74,042
	        74,042
	           65,690



	
	
	
	
	


