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KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the twelve months ended 31 December 2004

Condensed Consolidated Income Statements

3 months ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003


Note
RM’000
RM’000
RM’000
RM’000
Revenue

63,184
69,712
258,507
257,675

Operating expenses

(56,746)
(61,574)
(228,210)
(221,449)

Other operating income

629
4,635
4,991
11,098



––––––
––––––
––––––
––––––

Profit from operations

7,067
12,773
35,288
47,324

Investment income

1,460
1,215
5,402
4,221

Finance costs

(87)
(81)
(630)
(202)

Share of associates’ results

(10)
(2)
(33)
(29)



––––––
––––––
––––––
––––––

Profit before taxation

8,430
13,905
40,027
51,314

Taxation

18
(3,201)
(4,210)           (15,220)         (7,711)



––––––
––––––
––––––
––––––

Profit after taxation

5,229
9,695
24,807
43,603
Minority interest

46
(228)
(37)
31



––––––
––––––
––––––
––––––

Profit attributable to shareholders

5,275
9,467
24,770
43,634




=====
=====
=====
=====

Earnings per share (sen)
26

 - Basic

3.50
6.51
16.43
30.00

 - Fully diluted

3.48
6.40
16.32
29.49



====
====
====
====

The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the twelve months ended 31 December 2004

Condensed Consolidated Balance Sheet

As at
As at


31.12.2004
31.12.2003


Note
RM’000
RM’000

Non-current assets

Property, plant and equipment
9
137,439
141,920

Investment in associated companies

200
232

Other investments
20
22,343
6,173

Goodwill on consolidation

10,380
10,380

Current Assets

[image: image1.bmp]
Inventories

64,254
55,656

Trade receivables

66,704
70,294

Other receivables, deposits and prepayments

15,730
8,524

Amount due from an associated company

181
181

Fixed deposits with licensed banks

162,083
155,929

Cash and bank balances

13,664
11,059




322,616
301,643

Current Liabilities


Short term borrowings
22
231
319

Trade payables

36,866
27,704

Other payables and accruals

14,307
9,165

Tax payable

2,377
379




53,781
37,567

Net Current Assets

268,835
264,076



–––––––
–––––––



439,197
422,781



======
======

Financed by:

Share capital

154,814
152,774

Treasury shares, at cost

(5,502)
(5,502)

Reserves

269,862
253,094



–––––––
––––––

Shareholders’ equity

419,174
400,366

Minority interest

13,369
14,030

Long term liabilities
22
608
836

Deferred taxation

6,046
7,549



–––––––
–––––––



439,197
422,781



======
======

Net tangible assets per share (RM)

2.69
2.60

  (after deducting 2,800,000 (2003:2,800,000) treasury shares)
===
===
The condensed consolidated balance sheets should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the twelve months ended 31 December 2004

Condensed Consolidated Statement of Changes in Equity




Share
Reserve fund
Translation



Share
Treasury
Revenue
premium
and enterprise
adjustment



capital
shares
reserve
reserve
expansion fund
account
Total


Note

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

At 1 January 2003


145,710
(3,274)
152,533
45,357
899
12,524
353,749

Issuance of shares under ESOS


7,064
-
-
-
-
-
7,064

Premium on shares issued


-
-
-
4,236
-
-
4,236

Purchase of treasury shares


-
(2,228)
-
-
-
-
(2,228)

Net profit for the period


-
-
43,634
-
-
-
43,634
Dividend paid




(7,164)



(7,164)

Currency translation differences


-
-
-
-
-
1,075
1,075




–––––––
––––––
–––––––
––––––
––––
––––––
–––––––

At 31 December 2003


152,774
(5,502)
189,003
49,593
899
13,599
400,366




======
=====
======
=====
===
=====
======

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the twelve months ended 31 December 2004

Condensed Consolidated Statement of Changes in Equity (contd.)




Share
Reserve fund
Translation



Share
Treasury
Revenue
premium
and enterprise
adjustment



capital
shares
reserve
reserve
expansion fund
account
Total


Note

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

At 1 January 2004


152,774
(5,502)
189,003
49,593
899
13,599
400,366

Issuance of shares under ESOS
6

2,040
-
-
-
-
-
2,040

Premium on shares issued


-
-
-
1,222
-
-
1,222

Net profit for the period


-
-
24,770
-
-
-
24,770

Dividend paid
7



(7,499)



(7,499)

Currency translation differences


-
-
-
-
-
(1,725)
(1,725)




–––––––
––––––
–––––––
––––––
––––
––––––
–––––––

At 31 December 2004


154,814
(5,502)
206,274
50,815
899
11,874
419,174




======
=====
======
=====
===
=====
======

The condensed consolidated statements of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.
KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the twelve months ended 31 December 2004

Condensed Consolidated Cash Flow Statement


31.12.2004
31.12.2003



RM’000
RM’000

Net cash generated from operating activities

48,354
63,105

Net cash used in investing activities

(34,485)
(12,293)

Net cash (used in) / generated from financing activities

(4,487)
1,620




––––––
––––––

Net increase in cash and cash equivalents

9,382
52,432

Effect of translation adjustments

(623)
(458)

Cash and cash equivalents at beginning of the financial year

166,988
115,014




–––––––
–––––––

Cash and cash equivalents at end of the financial year

175,747
166,988




======
======

Cash and cash equivalents at end of financial year comprise the following:



31.12.2004
31.12.2003



RM’000
RM’000

Cash and bank balances

13,664
11,059

Fixed deposits with licensed banks

162,083
155,929



–––––––
–––––––



175,747
166,988



======
======

The condensed consolidated cash flow statements should be read in conjunction with the audited financial statements for the year ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART A – Explanatory Notes Pursuant to MASB Standard 26

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB Standard 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2003.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2003.

The same accounting policies and method of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 December 2003.
2.
Auditors’ report on preceding annual financial statements 

The auditors’ report on the financial statements for the year ended 31 December 2003 was not qualified.

3.
Comments about seasonal or cyclical factors

The business operations of the Group have not been significantly affected by seasonal or cyclical factors except for the festive season, which normally affects the construction industry in the first quarter of the year.

4.
Unusual items affecting the assets, liabilities, equity, net income or cash flows
There are no unusual items affecting the assets, liabilities, equity, net income, or cash flows of the Group for the current financial period.

5.
Changes in estimates

There were no changes in estimates that have had a material effect in the current quarter.

6.
Debts and equity securities

During the financial year, the Company allotted and issued 2,040,000 new ordinary shares of RM1.00 each at an issue price of RM1.60 to its eligible employees who exercised their options granted under the Kim Hin Executive Share Option Scheme.  A total of 4,254,000 options remained unexercised as at the end of the financial year.

Other than the above, there is no cancellation, repurchases, resale and repayment of debt and equity securities during the financial year.

7.
Dividends paid

A first and final dividend of 5%, tax exempt, amounting to RM7,498,701 in respect of the financial year ended 31 December 2003, was paid out on 21 July 2004.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART A – Explanatory Notes Pursuant to MASB Standard 26

8.
Segmental information


The information for each of the Group’s geographical segments for the current financial year is as follows:



Malaysia
China
Australia



Operation
Operation
Operation
Total



RM’000
RM’000
RM’000
RM’000

31.12.2004

Segment Revenue

Total sales
220,323
25,302
24,385
270,010

Inter-segment sales
(8,223)
(3,280)
-
(11,503)



–––––––
––––––
––––––
––––––



212,100
22,022
24,385
258,507



======
=====
=====
======

Segment Results

Segment operating profit / (loss)
40,879
131
(320)
40,690

Finance cost
(11)
-
(620)
(631)

Share of associate’s result
(32)
-
-
(32)



––––––
––––
–––––
–––––

Profit / (loss) before taxation
40,836
131
(940)
40,027

Income taxes
(15,161)
-
(59)
(15,220)



––––––
––––
–––––
–––––

Profit / (loss) after taxation
25,675
131
(999)
24,807

Minority interest
-
(37)
-
(37)



––––––
––––
–––––
––––––

Profit / (loss) attributable 

 to shareholders
25,675
94
(999)
24,770



=====
===
====
=====

31.12.2003

Segment Revenue

Total sales
230,479
23,626
17,719
271,824

Inter-segment sales
(9,324)
(4,825)
-
(14,149)



––––––
–––––
–––––
–––––––



221,155
18,801
17,719
257,675



=====
====
====
======

Segment Results

Segment operating profit / (loss)
51,866
(23)
(298)
51,545

Finance cost
(21)
(86)
(95)
(202)

Share of associate’s result
(29)
-
-
(29)



–––––
–––––
–––––
––––––

Profit / (loss) before taxation
51,816
(109)
(393)
51,314

Income taxes
(7,711)
-
-
(7,711)



–––––
–––––
–––––
––––––

Profit / (loss) after taxation
44,105
(109)
(393)
43,603

Minority interest
-
31
-
31



–––––
–––––
–––––
––––––

Profit / (loss) attributable 

 to shareholders
44,105
(78)
(393)
43,634



=====
====
====
=====

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART A – Explanatory Notes Pursuant to MASB Standard 26

9.
Carrying amount of revalued assets

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2003.

10.
Subsequent events

There were no material events subsequent to the end of the current quarter.

11.
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter other than as disclosed hereunder:

· the acquisition of the entire equity interest in Unicorn Ceramics Sdn Bhd (formerly known as Ceramics Panda Sdn Bhd) comprising 10 ordinary shares of RM1.00 each for a cash consideration of RM10 only

· the incorporation of a new wholly owned subsidiary company, Tileworld Sdn Bhd, with an authorised share capital of RM100,000 comprising 100,000 ordinary shares of RM1.00 each and issued and paid up ordinary shares of RM10 comprising 10 ordinary shares of RM1.00 each

12.
Changes in contingent liabilities and contingent assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2003.

13.
Capital commitments

The amount of capital commitments not provided for in the Group’s financial statements as at 31 December 2004 is as follows:


RM’000

Authorised and contracted for
14,839

Authorised and not contracted for
-


–––––


14,839


====

Operating lease commitment

Future minimum rentals as at 31 December 2004 under non-cancellable operating lease for the acquisition and installation of Enterprise Resource Planning (ERP) Business Application System are as follows:


RM’000

Not later than one year
76

Later than one year and not later than five years
-


–––––


76


====

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

14.
Performance review

Revenue has increased marginally from RM257.7 million recorded in the financial year ended 31 December 2003 to RM258.5 million in the current financial year under review.  However, the profit before taxation and minority interest has decreased to RM40.0 million from RM51.3 million recorded previously.  The decrease in operating profit was due to the:

· much lower foreign exchange gains realized in the current year as compared to the substantial gains in the previous year resulting from the movements in the rate of exchange of the Australian Dollar; and 
· higher production cost arising from the increase in raw material and fuel cost

15.
Comments on material change in profit before tax 

The Group recorded revenue and profit before tax and minority interest of RM63.2 million and RM8.4 million respectively for the current financial quarter under review as compared to RM72.5 million and RM13.9 million for the immediate preceding quarter respectively. Turnover for the quarter were lower due to weak export sales and slow down in delivery for projects.

16.
Current year prospects

The Group expects the business and trading environment for the current year to be challenging. The results of the Group will be largely dependent upon the performance of the national and regional economies. However, the Group has upgraded machinery and technology to enhance product mix in order to achieve better margins. 
17.
Profit forecast or profit guarantee


The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

18.
Taxation


3 months ended
12 months ended


31.12.2004

31.12.2004


RM’000

RM’000
Tax expense for the period:

  Malaysian taxation
3,326

14,501

  Foreign taxation
1

85

Deferred taxation
(59)

(1,503)

(Over)/underprovided in prior years:

  Malaysia taxation
(67)

2,137


–––––

–––––


3,201

15,220


====

====

The effective tax rate for the periods presented above are higher than the statutory tax rate principally due to certain expenses which are not deductible for tax purposes.

19.
Sale of unquoted investments and properties
There were no sales of unquoted investments and properties for the current period.

20.
Other investments

Included in the other investments are the following:



As at


31.12.2004


RM’000
Quoted
12,843

Unquoted
9,500




––––––




22,343




=====

Details of purchases and disposals of quoted securities are as follows:


3 months ended
12 months ended


31.12.2004

31.12.2004


RM’000

RM’000
Purchase consideration
73

8,268

Sales proceeds
  1,691

1,691

Loss on disposal
  (1)

(1)


====

=====



As at


31.12.2004


RM’000
Investment in quoted securities:

At cost
12,846

At book value
12,843

At market value
12,913


=====

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

21.
Status of corporate proposals
There were no corporate proposals announced but not completed as at 22 February 2005. 

22.
Borrowings and debt securities

Included in the long term liabilities are the following:



As at




31.12.2004




RM’000
Employee benefits obligations


18

Borrowings


590




––––




608




===

The details of the Group’s borrowings as at 31 December 2004 are as follows:


Short term
Long term
Total

RM’000
RM’000
RM’000

Secured
Lease payables
231
590
821



====
===
====


The Group’s borrowings includes borrowings by foreign subsidiaries in Ringgit equivalent as follows:


RM’000

Australian Dollar
766

23.
Off balance sheet financial instruments
There are no financial instruments with off balance sheet risk as at the end of the financial period to the date of this announcement except for the forward foreign exchange contracts entered regularly by a subsidiary of the Group with a licensed financial institution to hedge against currency fluctuation for its accounts receivables and accounts payables as part of the normal course of business.  The open forward foreign exchange contracts as at 31 December 2004 are AUD891,844, EURO130,000 and USD60,000 respectively and the total foreign currency exposure in the equivalent of Ringgit Malaysia amounting to RM3,483,000.

Cash requirement

The cash requirements to meet the obligations as and when they fall due are as follows:


February 2005
RM149,000


March 2005
RM1,424,000


April 2005
RM1,101,000


May 2005
RM809,000

Credit risk, or the risk of counterparties defaulting, is controlled by strictly limiting the Group’s association to creditworthy financial institutions in Malaysia.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

23.
Off balance sheet financial instruments (contd.)
Market risk is the risk that the value of the financial instrument will fluctuate as a result of changes in market prices whether those changes are caused by factors specific to the individual security or its issuer or factors affecting all securities traded in the market. Exposure to market risk may be reduced through offsetting on and off balance sheet positions.

There are no significant credit and market risks posed by the above off balance sheet financial instruments.

The related accounting policies for the off balance sheet financial instruments are as disclosed in the financial statements for the year ended 31 December 2003.

24.
Changes in material litigation

As at the date of this announcement, the Group is not engaged in any pending material litigation except for debt recovery actions initiated by the Group against certain of its trade receivables in the normal course of business.

25.
Dividend payable

An interim ordinary dividend has not been declared for the financial year ended 31 December 2004 (31 December 2003: Nil).


(a)
(i)
A first and final dividend of 6.5% tax exempt has been recommended by the Directors;



(ii)
Amount per share – 6.5 sen tax exempt;

(iii) Previous corresponding period – 5 sen tax exempt;

(iv) Payment date – to be announced at a later date; and

(v) Date of entitlement to dividend – to be announced at a later date.


(b)
Total dividend for the current financial year – 6.5 sen tax exempt.

26.
Earnings per share 

(a) Basic 

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period, excluding treasury shares held by the Company.


3 months ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003

Net profit for the period
(RM’000)
5,275
9,467
24,770
43,634

Weighted average number of

  ordinary shares in issue
(’000)
150,805
145,449
150,805
145,449

Basic earnings per share
(sen)
3.50
6.51
16.43
30.00


======
======
======
======

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

26.
Earnings per share (contd.)

(b) Diluted 

For the purpose of calculating diluted earnings per share, the net profit for the period and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, namely share options granted to employees.


3 months ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003

Net profit for the period
(RM’000)
5,275
9,467
24,770
43,634

Weighted average number of

  ordinary shares in issue
(’000)
150,805
145,449
150,805
145,449

Adjustment for share options
(’000)
950
2,537
950
2,537


–––––––
–––––––
–––––––
–––––––

Weighted average number of

  ordinary shares for

  diluted earnings per share
(’000)
151,755
147,986
151,755
147,986


======
======
======
======

Diluted earnings per share
(sen)
3.48
6.40
16.32
29.49


======
======
======
======

27.
Comparatives 

Certain comparatives figures has been amended to conform with the audited financial statements of the Group for the year ended 31 December 2003.

28.
Authorisation for issue 

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 23 February 2005.

BY ORDER OF THE BOARD

LOI PUI KHIM

LOW WAI SEE

Secretaries

23 February 2005
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