KURNIA ASIA BERHAD

A.
NOTES TO THE INTERIM FINANCIAL REPORT

1. Basis of preparation

The interim financial reports are unaudited and have been prepared in accordance with MASB 26 – Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Securities”). It should be read in conjunction with Kurnia Asia Berhad’s (“the Company” or “KAB”) and the subsidiary’s financial statements for the year ended 30 June 2004.

The accounting policies and methods of computation applied in the preparation of the quarterly financial statements are consistent with those previously adopted in the preparation of the financial statements of the Company and its subsidiary company, those to be adopted in the preparation of the Group’s annual financial statements for the year ending 30 June 2005 and applicable approved accounting standards in Malaysia. 

There were no comparative results presented as these are the first quarterly results announced by the Group in compliance with the Listing Requirements of Bursa Securities

The Consolidated Condensed Financial Statements should be read in conjunction with the accompanying explanatory notes attached to the financial statements.

2. Preceding year’s audit report

The annual financial statements of the Company and its subsidiary for financial year 

ended 30 June 2004 were not qualified. 

3.
Seasonal or cyclical factors

The Group’s business operations are not significantly affected by any seasonal or cyclical factors.

4.
Extraordinary items




There were no extraordinary items for the current financial period under review.


5.
Change in accounting estimates 

There is no change in basis used for accounting estimates for the current financial period under review.

6. Debt and equity securities

In conjunction with the listing of and quotation for the entire issued and paid-up share capital of the Company on the Main Board of Bursa Securities, the Company undertook a restructuring scheme which was approved by Bank Negara Malaysia on 5 May 2004 and the Securities Commission as well as Securities Commission (Foreign Investment Committee) on 12 May 2004. The restructuring scheme included an acquisition of Kurnia Insurans (Malaysia) Berhad (“KIMB”) and a non-renounceable rights issue.

Pursuant to the acquisition of 200,000,000 ordinary shares of RM1.00 each in KIMB as at 5 November 2004, the Company issued 1,312,028,000 ordinary shares at an issue price of RM0.25 per share to satisfy as purchase consideration of RM328,007,000.

Subsequently as at 6 November 2004 and 17 November 2004, the Company implemented a non-renounceable rights issue of 187,971,899 and 93 ordinary shares respectively at an issue price of RM0.33 per share to its shareholders.


All the above shares will rank pari passu in all respects with the other existing issued and paid-up shares.

7. Dividend payment

No dividend has been paid for the current financial quarter.

8. Segmental reporting

	
	Current Quarter
	Current Year-To-Date



	
	Underwriting general insurance business
	Investment holding
	Consolidated
	Underwriting general insurance business
	Investment holding
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	

	Total revenue
	298,321
	124
	298,445
	591,567
	124
	591,691

	
	
	
	
	
	
	

	Result
	
	
	
	
	
	

	Profit after taxation
	32,501
	124
	32,625
	67,720
	124
	67,844

	Pre-acquisition profit
	
	
	(15,856)
	
	
	(51,075)

	Profit attributable to shareholder
	
	16,769
	
	
	16,769

	
	
	
	
	
	
	


9. Valuation of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without any amendments from the preceding annual financial statements.

10.
Material events not reflected in the financial statements

There were no material subsequent events to be disclosed as at the date of this report. 

11. Changes in composition of the Group

As at 5 November 2004, the Company acquired a total of 200,000,000 ordinary shares of RM1.00 each in KIMB for a total purchase consideration of RM328,007,000 satisfied by the issuance of 1,312,028,000 ordinary shares at an issue price of RM0.25 per share.

KIMB is the 100% wholly-owned subsidiary of the Company.

12. Contingent liabilities

At the date of this report, there does not exist any contingent liability of the Group which has arisen since the end of the financial period.

For the purpose of this paragraph, contingent or other liabilities do not include liabilities arising from contracts of insurance underwritten in the ordinary course of business of the Company’s subsidiary, i.e. KIMB.
13. Capital commitments

Capital commitments not provided for in the interim financial report as at 31 December 2004 is as follow:

	

	
	RM’000

	
	
	

	Approved and contracted for 
	
	1,550


B. ADDITIONAL DISCLOSURES IN COMPLIANCE WITH THE BURSA SECURITIES LISTING REQUIREMENTS

1. Review of the performance of the company and its principal subsidiary

The Group’s current quarter results and year-to-date results represent 2 months (November 2004 and December 2004) post-acquisition results of the Group following the completion of acquisition of KIMB by the Company as at 5 November 2004.

KIMB, the principal subsidiary of the Company, has recorded gross premium of RM565million year-to-date, representing 17.5% growth over RM481million for the corresponding period in the previous financial year. 

KIMB’s profit before tax for the first half of financial year 2005, up to 31 December 2004 remain on track to meet the profit forecast for financial year 2005 with management expenses and claims ratio to-date under control and in line with forecasted level. The Directors believe that KIMB’s performance will improve further in the next two quarters of financial year 2005.

2. Explanatory comments on any material change in the profit before taxation for the quarter reported on as compared with preceding quarter

There is no comparison with the corresponding period’s results because this is the first set of quarterly consolidated results of the Group submitted in compliance with the Listing Requirements of Bursa Securities.

3. Prospects for the current financial year

The Group’s performance for the current quarter is encouraging. 

Despite the competitive environment in the insurance industry, the Directors expect the Group to remain profitable and on track to meet the profit forecast for financial year 2005 as the contribution from the second half-year is historically higher than the first half year.

As at the date of this report, there has not been any significant claims arising from the tsunami disaster of 26 December 2004, and the impact on the financial performance of the Group for financial year 2005 is not expected to be significant. 

4. Variance of KAB Group’s actual profit from forecast profit 

The Group has not provided any quarterly profit forecast and therefore no variance information is available for presentation. The analysis on the variance on profit forecast will only be applicable when the Group announces the results for the final quarter of the financial year ending 30 June 2005.

5. Taxation

	
	Current Quarter
	Current

Year-To-Date

	
	RM’000
	RM’000

	
	
	

	Current year taxation
	15,012
	28,387

	Deferred taxation
	-
	-

	Total taxation expense
	15,012
	28,387

	
	
	

	Effective tax rate
	31.5%
	29.5%

	
	
	


The effective tax rate of the Group for the quarter and year-to-date were higher than 

the statutory tax rate mainly due to certain expenses being disallowed for taxation 

purposes.

6. Sales of unquoted investments and /or properties

The profit from sale of unquoted investments by the insurance subsidiary for the current financial quarter and period amounted to nil and RM0.1million respectively.

7. Quoted securities

There were no purchases or disposal of quoted securities by the Group other than by the insurance subsidiary, which are exempted from disclosure of this information.

8. Status of corporate proposals

(i) Save for the listing of KAB on the Main Board of Bursa Securities, there is no 

corporate proposal announced but not completed as at the date of this 

announcement.

(ii) The status of the utilization of the proceeds from Rights Issue exercise, which was completed in November 2004, as at the date of this announcement is as follows:

	
	As proposed
	
	Actual

	
	RM’000
	
	RM’000

	
	
	
	

	Total proceeds raised
	62,031
	
	62,031

	
	
	
	

	Utilisation of Rights Issue proceeds
	
	
	

	
	As proposed
	
	Actual

	
	RM’000
	
	RM’000

	
	
	
	

	Working capital
	60,031
	
	-

	Listing expenses
	2,000
	
	-

	
	62,031
	
	-


9. Group borrowings

As at the date of this report, the Group has no outstanding bank borrowings or overdraft.

10. Off balance sheet risk

The Group did not have any financial instruments with off balance-sheet risk as at 17 January 2005, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

11. Material litigation

There was no material litigation (outside the ordinary course of its principal subsidiary’s business) as at 17 January 2005, the latest practicable date that is not earlier than 7 days from the date of issue of this quarterly report.

12. Dividend

No interim dividend has been recommended.

13. Earnings Per Share

	
	Current Quarter
	Current Year-To-Date

	Basic
	
	

	
	
	

	Net profit attributable to ordinary shareholders (RM’000)
	16,769
	16,769

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	242,168
	242,168

	
	
	

	Basic earnings per ordinary share (sen)
	6.9
	6.9

	
	
	


By Order of the Board




Chung Pei Pei

Company Secretary

SELANGOR DARUL EHSAN
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