KNUSFORD BERHAD (380100-D)

Notes to the interim financial report – 30 September 2007
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 2006. 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 2006, except for the adoption of the following new and revised Financial Reporting Standard as disclosed below 
	FRS 117
	Lease.

	FRS 1192004 (Revised)
	Employee Benefit – Actuarial Gains and losses, Group Plans and Disclosures.

	FRS 121
	The Effects of Changes in Foreign Exchange Rates – Net Investment in a Foreign Operation

	FRS 124
	Related Party Disclosures

	IC Interpretation 1
	Changes in Existing Decommissioning, Restoration and Similar Liabilities

	IC Interpretation 2
	Members’ Shares in Co-operative Entities and Similar Instruments

	IC Interpretation 5
	Rights  to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

	IC Interpretation 6
	Liabilities arising from Participating in a Specific Market – Waste Electrical and Electronic Equipment

	IC Interpretation 7
	Applying the Restatement Approach  under FRS 1292004 – Financial Reporting in Hyperinflationary Economies          

	IC Interpretation 8
	Scope of FRS 2


The adoption of the abovementioned FRS does not have any significant impact on the Group.

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 30 September 2007.

A5
Changes in estimates
Not applicable.

A6
Debt and equity securities

The company issued additional 8,000 ordinary shares and additional 496,000 ordinary shares for the current quarter and nine months ended 30 September 2007 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 nine month ended 30 September 2007.
A7
Dividends paid


2007



RM’000


Final dividend of 1% less tax at 27%
744

Paid on 18th September 2007 for the financial year ended

31 December 2006

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

Investment Property
	9 months ended 

30 September 2007
Revenue 

RM ‘000

63,604
2,841
-
634
	9 months ended 

30 September  2006
Revenue 

RM ‘000

67,974
1,558
-
-
	9 months ended 

30 September  2007
Profit before tax 

RM ‘000

5,874
164
-
212
	9 months ended

30 September 2006
Profit before tax

RM ‘000

2,941
(398)
(1)
-

	Inter-segment eliminations
	67,079
(2,501)
	69,532
(3,418)   
	6,250

	2,542


	Unallocated income
	
	
	
	

	Unallocated expenses
	
	
	(4,029)
	(1,052)

	
	64,578
	66,114         
	2,221
	1,490


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 current quarter and nine month ended 30 September 2007.

A12
 Changes in contingent liabilities

The Directors are of the opinion that provisions are not required in respect of these matters, as it is not probable that a future sacrifice of economics benefits will required or the amount is not capable of reliable measurement.  Hence, there are no changes in contingent liabilities.
A13
 Significant Related Party Transactions

The group has significant related party transactions with companies in which certain directors of the Company have interest, as follows:-

	
	
	As at 30 September 2007 RM’000

	With companies in which certain

Directors of the Company, have interests:
	
	

	
	
	

	Aramijaya Sdn Bhd
	
	4,746

	
	
	

	Danga Bay Sdn Bhd
	
	2,639

	
	
	

	Ekovest Construcion Sdn Bhd
	
	3,615


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 64.578 million for the 9 months ended 30 September 2007 as compared to turnover of RM 66.114 million for the preceding year corresponding period.  The decrease in turnover is due to lower turnover from trading and services division.
B2
Comparison with preceding quarter results  

For the quarter under review, the Group recorded a profit before taxation of RM 1.322 million on a turnover of RM18.244 million as compared to profit before tax of RM 0.537 million on a  turnover of RM22.437 million for the preceding quarter.  The increase in profit despite lower turnover generated was mainly due to higher profit margin generated in trading and services division.
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

 30 September 2007
	9 months ended 

 30 September  2007

	
	RM ‘000
	RM ‘000

	
	
	
	

	Current provision
	883
	
	1,416

	Over provision in respect of prior years
	187
	
	187

	Under provision in respect of prior years
	(98)
	
	(98)

	
	8
	
	

	
	972
	
	1,505


The Group’s effective tax rate for the current quarter and nine months ended 30 September 2007 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 period ended 30 September 2007.

B7
Quoted securities


There were no purchase or disposal of quoted securities for the current quarter and period ended 30 September 2007.

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 

30 September 2007
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
	



The Company has on 2 August 2007 submitted an application to the Securities Commission for the Proposed Acquisition of one (1) piece of Freehold Land held under HSD 51799, PT 43447, Mukim and District of Klang, Selangor Darul Ehsan together with a one and a half storey detached factory, three storey office building, a single storey guard house and a bin centre. The Company proposed to vary the utilization of proceeds in the following manner:-
	
	Balance yet to be utilized

RM ‘000
	Proposed Variation

RM ‘000
	Revised balance of proceed

RM ‘000

	Repayment of term loan             and overdraft


	-
	
	-
	
	-
	

	Repayment of revolving credit facility 


	-


	
	-


	
	-


	

	Repayment of hire purchase facilities 


	-
	
	                          -
	
	-
	

	Purchase of freehold land and building


	12,300
	
	2,700
	
	15,000  
	

	Purchase of plant and equipment to facilitate the reconditioning business 


	5,000
	
	(5,000)          
	
	-
	

	Listing expenses


	-


	
	-   


	
	-          

   
	

	Working capital


	-


	
	2,300   


	
	2,300             
	

	TOTAL
	17,300
	
	-
	
	17,300
	


The above proposal is subjected to the following approval being obtained:-
(i)
the Securities Commission, which was obtained vide their approval letter dated 30 August 2007 subject to the following conditions:-
(a) KB to rectify the unapproved structures in respect to the Property within one (1) year from date of the SC’s approval letter;

(b) KB to make quarterly announcements on the status of compliance with item (a) above to Bursa Securities; and

(c) KB to update the SC on the status of the compliance when such announcements are made to Bursa Securities.

(ii)
the shareholders of KB have approved the Proposed Acquisition at an EGM held on 16 November 2007; 
(iii)
any other authorities, if required.

(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

30 September 2007
RM ‘000
	
	

	           Current:
	
	
	
	

	           Bank borrowing - secured
	
	
	-
	

	           Bank borrowing – unsecured
	
	
	1,000
	

	
	
	
	
	

	           Finance lease liabilities
	
	
	2,676
	

	
	
	
	3,676
	

	
	
	
	
	

	            Non-current:
	
	
	
	

	            Finance lease liabilities
	
	
	5,421
	


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

No interim dividend has been declared for the current quarter and nine months ended 30 September 2007.

B13
Earnings per share 

	

	Current quarter 

ended

30 September 2007
RM ‘000


	Preceding year corresponding quarter ended

30 September 2006
RM ‘000
	Cumulative

9 months ended

30 September 2007
RM ‘000
	Cumulative

9 months ended

30 September 2006
RM ‘000

	Earnings
	346
	446
	752
	789

	
	
	
	
	

	Issued ordinary shares at    beginning of period


	99,606
	99,149
	99,149
	99,149

	Effect of shares issued for      the period


	8
	-
	341
	-

	Weighted average number of shares at end of period


	99,614
	99,149
	99,490
	99,149

	Basic earning per ordinary shares (sen)


	0.35

	0.45
	0.76
	0.80

	Diluted earning per ordinary shares (sen)


	0.35

	N/A
	0.75
	N/A
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