KNUSFORD BERHAD (380100-D)

Notes to the interim financial report – 31 December 2006

A    FRS 134 – Interim Financial Reporting 

A1
Basis of preparation

The interim financial statements are unaudited and have been prepared in compliance with Financial Reporting Standard (FRS) 134: Interim Financial Reporting and paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements are to be read in conjunction with the audited financial statements for the year ended 31 December 2005. The accounting policies, method of computation and basis of consolidation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended 31 December 2005, except for the accounting policy changes arising from the adoption of the new and revised FRS effective from 1 January 2006. 

The MSAB has issued a number of new and revised FRS that are effective for the accounting periods beginning on and after 1 January 2006 as disclosed below:

	FRS 2 
	Share Based Payment

	FRS 3
	Business Combination

	FRS 5 
	Non-current assets held for Sale and Discontinued Operations 

	FRS 101
	Presentation of Financial Statement

	FRS 102
	Inventories

	FRS 108
	Accounting Policies, Changes in Estimates and Errors

	FRS 110
	Event after the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 121 
	The effect of Changes in Foreign Exchange Rate

	FRS 127
	Consolidated and Separate Financial Statement

	FRS 128 
	Investments in Associates

	FRS 131 
	Investment in Joint Venture

	FRS 132
	Financial Instruments Disclosure and Presentation

	FRS 133
	Earning Per Share

	FRS 136
	Impairment of Assets 

	FRS 138
	Intangible Assets

	FRS 140
	Investment Property


Save as disclosed, the adoption of the above FRS does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the new/revised FRS are discussed below: 

a) Minority interest and restricted cash and cash equivalents (FRS 101, presentation of Financial Statement and FRS 127, Consolidated and Separate Financial Statement) 

Presentation of financial statement has affected the presentation of minority interest. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. 

In
the consolidated balance sheet also, cash and cash equivalents which are restricted from being exchanged or used to settle a liability for at least twelve months after the balance sheet date are now reclassified as non-current assets as at balance sheet date as follows:


	
	As at 31 Dec 2005

As restated 

RM ‘000


	Adjustment

RM ‘000


	As at 31 Dec 2005 Audited

RM ‘000



	Non-current assets

        Non-current cash  

         and equivalent  
	6,593

	6,593
	-

	Current Assets

        Cash and cash 

         equivalents
	25,620

	(6,593)
	32,213

	
	32,213

	-

	32,213



b) Investment property (FRS 140)

       The adoption of this new FRS 140 has resulted in a change in accounting policy for investment properties. The Group reclassified the properties held for capital gain or rental purposes from property, plant and equipment to Investment Properties. Prior to January 2006 and current quarter ended 31 December 2006, investment properties are stated at cost less accumulated amortization and impairment losses. Freehold lands are not depreciated. 

       The presentation in the consolidated balance sheet for the comparative period has been restated as follows :

	
	As at 31 Dec 2005

As restated 

RM ‘000


	Adjustment

RM ‘000


	As at 31 Dec 2005 Audited

RM ‘000



	Property, plant  and

       equipment  
	26,543

	(13,480)
	40,023

	Investment properties


	13,480
	13,480
	-

	
	40,023


	-


	40,023




c) Business Combination ( FRS 3) and Impairment of assets (FRS 136)


The adoption of the new FRS 136 has resulted the Group ceasing annual positive goodwill amortization. Such goodwill is carried at cost less accumulated impairment losses. Goodwill is now reviewed for impairment, annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired. Any impairment loss is recognized as profit or loss and subsequent reversal is not allowed. The change in policy relation to negative goodwill had no effect on the interim financial report as there was no negative goodwill carried forward as at 1 January 2006.

A2
Auditors’ report

There is 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 ended 31 December 2006.

A5
Changes in estimates
Not applicable.

A6
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and twelve months ended 31 December 2006.
A7
Dividends paid


2006



RM’000


Final dividend of 1% less tax at 28%
714

Paid on 20th September 2006 for the financial year ended

31 December 2005

A8
Segmental information

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

	Trading and services

Property development

Construction contract
	12 months ended 

31 December 2006
Revenue 

RM ‘000

93,923
2,139
-
	12 months ended 

31 December  2005

Revenue 

RM ‘000

100,133
13,742
19
	12 months ended 

31 December  2006

Profit before tax 

RM ‘000

4,114
(4)
(3)
	12 months ended

31 December 2005

Profit before tax

RM ‘000

4,106
1,071
(4)

	Inter-segment eliminations
	96,062
(14,061)
	113,894
(5,248)   
	4,107

	5,173


	Unallocated income
	
	
	
	

	Unallocated expenses
	
	
	(2,140)
	(3,050)

	
	82,001
	108,646         
	1,967
	2,123


A9
Valuation of property, plant and equipment

Valuation of property, plant and equipment has 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


There are no changes in the composition of the Group for the quarter under review.

A12
 Changes in contingent liabilities

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

B  
Bursa Malaysia listing requirements – Revised Part A of Appendix 9B

B1
Review of performance for the period 

The Group recorded a turnover of RM 82.001 million for the 12 months ended 31 December 2006 as compared to turnover of RM 108.65 million for the preceding year corresponding period.  The drop in turnover is due to lesser trading and property development activities.
B2
Comparison with preceding quarter results  

For the quarter under review, the Group recorded a profit before taxation of RM 0.477 million on a turnover of RM15.886 million as compared to profit before tax of RM 0.387 million on a  turnover of RM23.015 million for the preceding quarter.  The increase in profit despite lower turnover generated was mainly due to higher profit margin generated in trading division and lower operating expenses incurred by the Group.
B3
Prospects

The outlook for the construction industry remains competitive and challenging which the group substantially relies on for its business activities.  Nevertheless, the Board expects to maintain the same level of profitability in year 2007, as compared to the preceding financial year ended 2006.  
B4
Variance of actual profit from forecast profit / profit guarantee

 Not applicable.

B5
Taxation  

	
	Current quarter ended

 31 December 2006
	12 months ended 

 31 December  2006

	
	RM ‘000
	RM ‘000

	
	
	
	

	Current provision
	54
	
	868

	Over provision in respect of prior years
	(41)
	
	(41)

	Under provision in respect of prior years
	102
	
	102

	
	8
	
	

	
	115
	
	929


The Group’s effective tax rate for the current quarter and twelve months ended 31 December 2006 is higher than the prima facie tax rate mainly due to the losses incurred by certain subsidiaries and disallowable expenses. 

B6
Unquoted investments and properties

There were no profits on sale of unquoted investments and/or properties as there were no disposal of unquoted investments and/or properties for the current quarter and twelve months ended 31 December 2006.

B7
Quoted securities


There were no purchase or disposal of quoted securities for the current quarter and twelve months ended 31 December 2006.

B8
Corporate proposals 

(A)
The Company has implemented the corporate exercise by Rights Issue and Public Issue during the Company’s restructuring exercise in May 2001 


Status of the utilization of proceeds raise from restructuring exercise:-

	
	Approved utilization by SC

RM ‘000
	Utilized as at 

31 December 2006
RM ‘000
	Balance yet to be utilized

RM ‘000

	Repayment of term loan             and overdraft


	3,189
	
	3,189
	
	-
	

	Repayment of revolving credit facility 


	500


	
	500


	
	-


	

	Repayment of hire purchase facilities 


	936
	
	                          936
	
	-
	

	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
	
	14,955
	
	17,300
	


(B)
The company has implemented the following corporate exercise in the two (2) years preceding the date there of:- 

 (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.

B9
Group borrowings

	
	
	At

31 December 2006
RM ‘000
	
	

	           Current:
	
	
	
	

	           Bank borrowing - secured
	
	
	439
	

	           Bank borrowing – unsecured
	
	
	137
	

	
	
	
	
	

	           Finance lease liabilities
	
	
	2,270
	

	
	
	
	2,846
	

	
	
	
	
	

	            Non-current:
	
	
	
	

	            Finance lease liabilities
	
	
	6,014
	


B10
Off balance sheet financial instruments


There were no financial instruments with off balance sheet risks.

B11
Changes in material litigations.

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

B12
Dividends declared

The Directors recommended a first and final dividend of 1% less tax for the financial year ended 31 December 2006, subject to shareholders’ approval.
B13
Earnings per share 

	

	Current quarter 

ended

31 December 2006
RM ‘000


	Preceding year corresponding quarter ended

31 December 2005

RM ‘000
	Cumulative

12 months ended

31 December 2006
RM ‘000
	Cumulative

12 months ended

31 December 2005

RM ‘000

	Earnings
	371
	122
	1,161
	481

	
	
	
	
	

	Issued ordinary shares at    beginning of period


	99,149
	99,149
	99,149
	99,149

	Effect of shares issued for      the period


	-
	-
	-
	-

	Weighted average number of shares at end of period


	99,149
	99,149
	99,149
	99,149

	Basic earning per ordinary shares (sen)


	0.37
	0.13
	1.17
	0.36

	Diluted earning per ordinary shares (sen)


	N/A
	N/A
	N/A
	N/A
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