KNUSFORD BERHAD (380100-D)

Notes to the interim financial report – 30 June 2004

A    MASB 26 – Paragraph 16 

A1
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 audited financial statements for the year ended 31 December 2003. The condensed financial statements are to be read in conjunction with the audited financial statements for the year ended 31 December 2003.

A2
Auditors’ report

There was no qualification on the audit report of the Group’s preceding annual financial statements. 

A3
Seasonal or cyclical factors

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

A4
Unusual items

There were no unusual items for the period.  

A5
Changes in estimates
There were no material changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the current interim period. 

A6
Debt and equity securities

For the period ended 30 June 2004, the company issued additional 1,620,000 ordinary shares of RM1.00 each at an issue price of RM1.25 per share under the Company’s Employees’ Share Option Scheme.

Other than above, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and six months ended 30 June 2004.
A7
Dividends paid

No dividend payment made in the current quarter and six months ended 30 June 2004 and in the preceding year corresponding quarter and six months ended 30 June 2003. 

A8
Segmental information

Segment information is presented in respect of the Group’s business segment. Inter-segment pricing is determined based on negotiated basis.

	
	6 months ended 

30 June 2004
	      6 months  ended

 30 June 2004

	
	Revenue
	Profit / (loss) before tax

	
	RM ‘000
	           RM ‘000

	
	
	
	

	             Trading and services
	               43,164
	
	       5,528  
	

	             Property development
	                 8,542              
	
	          614
	

	             Construction contract
	                     38         
	
	             (8)
	

	
	               51,744               
	
	        6,134
	

	             Inter-segment elimination
	               (3,033)         
	
	            -
	

	             Unallocated expenses
	               -               
	
	            -
	

	
	                48,711
	
	          6,134
	


There was no segmental analysis prepared for the preceding year corresponding period ended 30 June 2003 as the Group operates mainly within the same industry and within the country.

A9
Valuations of property, plant and equipment

Valuations of property, plant and equipment have been brought forward, without amendment from the preceding annual financial statements.

A10
Event subsequent to the balance sheet date

There were no material events subsequent to the balance sheet date.

A11
Changes in composition of the Group


On 12 May 2004, Wengcon Holdings Sdn Bhd, a wholly-owned subsidiary of the Company subscribed for 520,000 ordinary shares of RM 1.00 each at par value representing 51% of the enlarged issued and paid up share capital of Ikhlas Kekal Sdn Bhd (IKSB) resulting in IKSB being a 51% owned subsidiary of Wengcon Holdings Sdn Bhd.

The above acquisition will have no material effect on the profit of the Group for the six months ended 30 June 2004.

A12
Changes in contingent liabilities

There were no contingent liabilities as at the last annual balance sheet date and the date of this announcement.

B  
KLSE listing requirements – Revised Part A of Appendix 9B

B1
Review of performance for the period 

The Group recorded a profit before taxation of  RM6.134 million for the six months period ended 30 June 2004 compared to the previous year same period of RM5.903 million. The increase profit before tax is mainly due to contribution from property development activities. 

B2
Comparison with preceding quarter results  

For the quarter under review, the Group recorded a profit before taxation of RM3.290 million in the current quarter compared to RM2.844 million in the previous quarter. There were no significant changes in the Group’s activities in the current quarter compared to the previous quarter. 

B3
Prospects

The Directors are cautiously optimistic that the Group performance for the financial year would be satisfactory. 

B4
Variance of actual profit from forecast profit / profit guarantee

Not applicable.

B5
Taxation  

	
	Current quarter ended 30 June 2004
	6 months ended

 30 June 2004

	
	RM ‘000
	RM ‘000

	
	
	
	

	             Current provision
	                 482              
	
	            982
	

	             Under provision in respect of prior years
	                 267                   
	
	            267
	

	
	                 749
	
	         1,249
	


The Group’s effective tax rate for the current quarter and 6 months ended 30 June 2004 is lower than the prima facie tax rate mainly due to non-taxable income arising from reserve on consolidation. 

B6
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 six months ended 30 June 2004.

B7
Quoted securities


There were no purchase or disposal of quoted securities for the current quarter and six months ended 30 June 2004.

B8
Corporate proposals 

The Company has implemented the following corporate exercises:-

(A)
Status of the utilization of proceeds raised from Rights Issue and Public Issue during the Company’s restructuring exercise in May 2001 is as follows:

	
	Approved utilization by SC

RM ‘000
	Utilized as at 

30 June  2004

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
	


(B)
Private Placement & Employees’ Share Option Scheme 


(i)
An Employees’ Share Option Scheme (“ESOS”) for eligible employees and executive directors commencing 23 April 2003 and to be in force for a period of five (5) years; and


(ii)
A Private Placement of 22,212,000 new ordinary shares of RM1.00 each at an issue price of RM1.36 per share was issued and completed on 15 July 2003.


Status of the utilization of proceeds raised from Private Placement is as follows:

	
	Approved utilization by SC

RM ‘000
	Utilized as at 

30 June 2004

RM ‘000
	Balance yet to be utilized

RM ‘000

	Acquisition of machinery


	25,000


	
	       21,506

          
	
	 3,494


	

	Working capital


	4,952
	
	         3,896


	
	             1,056     

   
	

	PP & ESOS expenses


	256
	
	           252
	
	4               
	

	TOTAL
	30,208
	
	        25,654
	
	 4,554
	

	
	
	
	
	
	
	


B9
Group borrowings

	
	
	At

30 June 2004

RM ‘000
	
	

	           Current:
	
	
	
	

	           Revolving credit facilities – unsecured
	
	
	                 1,000
	

	           Finance lease liabilities
	
	
	                 1,994
	

	
	
	
	                 2,994
	

	
	
	
	
	

	            Non-current:
	
	
	
	

	            Finance lease liabilities
	
	
	9,462
	


B10
Off balance sheet financial instruments


There were no financial instruments with off balance sheet risks.

B11
Changes in material litigation

There were no changes in material litigation of the Group since the last annual balance sheet date.

B12
Dividends 

At the 8th Annual General Meeting held on 28 June 2004, the shareholders of the Company had approved the first and final dividend of 1 sen per ordinary share, less tax totaling RM702,209 payable on 23 September 2004 in respect of the financial year ended 31 December 2003. The entitlement to dividends will be determined on the basis of the Record of Depositors as at 30 August 2004.


The Company had paid a final dividend of 1 sen per ordinary shares less tax totaling RM533,102  in respect of the financial year ended 31 December 2002 on 18 September 2003.

No dividend has been declared in the current quarter and six months ended 30 June 2004.

B13
Earnings per share 

	

	Current quarter ended

30 June

2004

   RM ‘000 


	Preceding year corresponding quarter ended

30 June 2003

        RM ‘000
	Cumulative

6 months ended

30 June

2004

   RM ‘000
	Cumulative

6 months ended

30 June

2003

    RM ‘000

	
   Earnings
	         2,541
	              2,663


	         4,885


	          4,738



	  
	
	
	
	

	 
   Issued ordinary shares at 
   beginning of period


	        97,529
	            74,042
	        97,529
	        74,042

	
Effect of shares issued for                the period


	         1,113
	              Nil
	            584 
	           Nil

	
   Weighted average number of shares at end of period


	       98,642 
	            74,042
	        98,113
	        74,042



	
Diluted Weighted average          number of shares at end of period


	       99,216
	            74,042
	        98,687
	        74,042
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