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KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the six months ended 30 June 2005

Condensed Consolidated Income Statements

Individual Quarter
Cumulative Quarter


3 months ended
6 months ended


30.6.2005
30.6.2004
30.6.2005
30.6.2004


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

63,075
62,059
119,544
122,829

Operating expenses

(58,061)
(58,370)
(107,710)
(110,880)

Other operating income

761
1,259
1,508
3,745



––––––
––––––
––––––
––––––

Profit from operations

5,775
4,948
13,342
15,694

Investment income

1,360
1,300
2,610
2,535

Finance costs

(15)
(18)
(31)
(527)

Share of associates’ results

(42)
(7)
(50)
(15)



––––––
––––––
––––––
––––––

Profit before taxation

7,078
6,223
15,871
17,687

Taxation
18
(2,807)
(4,028)
(5,899)
(7,651)



––––––
––––––
––––––
––––––

Profit after taxation

4,271
2,195
9,972
10,036
Minority interest

(229)
152
(164)
3



––––––
––––––
––––––
––––––

Profit attributable to shareholders

4,042
2,347
9,808
10,039




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

Earnings per share (sen)
26

 - Basic

2.66
1.56
6.46
6.68

 - Fully diluted

2.66
1.54
6.44
6.58



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

The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004 and the accompanying explanatory notes attached to the interim financial statements.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the six months ended 30 June 2005

Condensed Consolidated Balance Sheet

As at
As at


30.6.2005
31.12.2004


Note
RM’000
RM’000

Non-current assets

Property, plant and equipment
9
142,295

137,439

Investment in associated companies

149
200

Other investments
20
35,101
22,343

Goodwill on consolidation

10,380
10,380

Current Assets

[image: image1.bmp]
Inventories

71,363
64,254

Trade receivables

65,484
65,839

Other receivables, deposits and prepayments

12,869
16,594

Amount due from an associated company

181
181

Fixed deposits with licensed banks

146,538
164,383

Cash and bank balances

9,679
11,364




306,114
322,615

Current Liabilities


Short term borrowings
22
87
231

Trade payables

32,815
36,888

Other payables and accruals

12,791
14,285

Tax payable

281
2,377




45,974
53,781

Net Current Assets

260,140
268,834



–––––––
–––––––



448,065
439,196



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

Financed by:

Share capital

154,913
154,814

Treasury shares, at cost

(6,522)
(5,502)

Reserves

279,805
269,862



–––––––
–––––––

Shareholders’ equity

428,196
419,174

Minority interest

13,533
13,369

Long term liabilities
22
640
607

Deferred taxation

5,696
6,046



–––––––
–––––––



448,065
439,196



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

Net tangible assets per share (RM)

2.76
2.69

  (after deducting 3,383,300 (2004:2,800,000) treasury shares)
===
===
The condensed consolidated balance sheets should be read in conjunction with the audited financial statements for the year ended 31 December 2004 and the accompanying explanatory notes attached to the interim financial statements.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the six months ended 30 June 2005

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 2004


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

Issuance of shares under ESOS


805
-
-
-
-
-
805

Premium on shares issued


-
-
-
482
-
-
482

Net profit for the period


-
-
10,039
-
-
-
10,039

Currency translation differences


-
-
-
-
-
(1,245)
(1,245)




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

At 30 June 2004


153,579
(5,502)
199,042
50,075
899
12,354
410,447




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

At 1 January 2005


154,814
(5,502)
206,273
50,816
899
11,874
419,174

Issuance of shares under ESOS
6(b)

99
-
-
-
-
-
99

Premium on shares issued


-
-
-
59
-
-
59

Net profit for the period


-
-
9,808
-
-
-
9,808

Currency translation differences


-
-
-
-
-
76
76

Purchase of treasury shares
6(a)

-
(1,020)
-
-
-
-
(1,020)




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

At 30 June 2005


154,913
(6,522)
216,081
50,875
899
11,950
428,196




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

The condensed consolidated statements of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 December 2004 and the accompanying explanatory notes attached to the interim financial statements.
KIM HIN INDUSTRY BHD

(Company No:  018203-V)
Interim report for the six months ended 30 June 2005

Condensed Consolidated Cash Flow Statement


30.6.2005
30.6.2004



RM’000
RM’000

Net cash generated from operating activities

8,108
23,042

Net cash used in investing activities

(27,727)
(23,645)

Net cash generated from financing activities

15
1,192




––––––
––––––

Net (decrease)/increase in cash and cash equivalents

(19,604)
589

Effect of translation adjustments

74
(772)

Cash and cash equivalents at beginning of the financial period
175,747
166,988




–––––––
–––––––

Cash and cash equivalents at end of the financial period

156,217
166,805




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

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



30.6.2005
30.6.2004



RM’000
RM’000

Cash and bank balances

9,679
11,234

Fixed deposits with licensed banks

146,538
155,571



–––––––
–––––––



156,217
166,805



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

The condensed consolidated cash flow statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004 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 FRS 134

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: 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 2004.  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 2004.

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 2004.
2.
Auditors’ report on preceding annual financial statements 

The auditors’ report on the financial statements for the year ended 31 December 2004 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

(a) Treasury Shares

On 13 April 2005, the shareholders of the Company renewed their approval for the Company’s plan to repurchase its own ordinary shares. During the current quarter, the Company repurchased 583,300 of its issued ordinary shares from the open market at an average price of RM1.75 per share. The total consideration paid for the repurchase including transaction costs was RM1,020,231 and this was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART A – Explanatory Notes Pursuant to FRS 134

6.
Debts and equity securities (contd.)

(b) Employee Share Options Scheme (“ESOS”)

During the financial period, the Company allotted and issued 99,000 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 4,089,000 options remained unexercised as at the end of the financial period

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

7.
Dividends paid

A first and final dividend of 6.5% tax exempt, amounting to RM10,062,911, in respect of the financial year ended 31 December 2004 has been paid on 15 July 2005.

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART A – Explanatory Notes Pursuant to FRS 134

8.
Segmental information


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



Malaysia
China
Australia



Operation
Operation
Operation
Total



RM’000
RM’000
RM’000
RM’000

30.6.2005

Segment Revenue

Total sales
104,938
12,311
10,909
128,158

Inter-segment sales
(5,519)
(3,095)
-
(8,614)



––––––
–––––
–––––
––––––



99,419
9,216
10,909
119,544



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

Segment Results

Segment operating profit / (loss)
15,673
575
(296)
15,952

Finance cost
(2)
-
(29)
(31)

Share of associate’s result
(50)
-
-
(50)



–––––
––––
–––––
–––––

Profit / (loss) before taxation
15,621
575
(325)
15,871

Income taxes
(5,989)
-
90
(5,899)



–––––
––––
–––––
–––––

Profit / (loss) after taxation
9,632
575
(235)
9,972

Minority interest
-
(164)
-
(164)



–––––
––––
–––––
–––––

Profit / (loss) attributable 

 to shareholders
9,632
411
(235)
9,808



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

30.6.2004

Segment Revenue

Total sales
104,341
13,869
11,404
129,614

Inter-segment sales
(5,314)
(1,471)
-
(6,785)



––––––
–––––
–––––
–––––––



99,027
12,398
11,404
122,829



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

Segment Results

Segment operating profit / (loss)
19,259
(10)
(1,020)
18,229

Finance cost
(7)
-
(520)
(527)

Share of associate’s result
(15)
-
-
(15)



–––––
–––––
–––––
––––––

Profit / (loss) before taxation
19,237
(10)
(1,540)
17,687

Income taxes
(7,592)
-
(59)
(7,651)



–––––
–––––
–––––
––––––

Profit / (loss) after taxation
11,645
(10)
(1,599)
10,036

Minority interest
-
3
-
3



–––––
–––––
–––––
––––––

Profit / (loss) attributable 

 to shareholders
11,645
(7)
(1,599)
10,039



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

KIM HIN INDUSTRY BHD

(Company No:  018203-V)
PART A – Explanatory Notes Pursuant to FRS 134

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 2004.

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.

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 2004.

13.
Capital commitments

The amount of capital commitments not provided for in the Group’s financial statements as at 30 June 2005 is as follows:


RM’000

Authorised and contracted for
9,688

Authorised and not contracted for
-


––––––


9,688


=====

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

During the current financial period under review, revenue and profit before taxation and minority interest decreased to RM119.5 million and RM15.9 million respectively from RM122.8 million and RM17.7 million recorded in the financial period ended 30 June 2004.  Performance for the current period was affected by slower demand from the housing and construction sector.

15.
Comments on material change in profit before tax 

The Group recorded revenue and profit before tax and minority interest of RM63.1 million and RM7.1 million respectively for the current financial quarter under review compared to RM56.5 million and RM8.8 million for the immediate preceding quarter respectively. The results for the current quarter were affected by higher production cost arising from the increase in raw material and fuel cost.

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 largely depend upon the performance of the national and regional economies, as well as the price movement of fuel cost.

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


6 months ended
6 months ended


30.6.2005

30.6.2004


RM’000

RM’000
Tax expense for the period:

  Malaysian taxation
6,270

7,016

  Foreign taxation
-

59

Deferred taxation
(350)

(415)

(Over)/underprovided in prior years:

  Malaysia taxation
69

991

  Foreign taxation
(90)

-


–––––

–––––


5,899

7,651


====

====

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 quarter.

20.
Other investments

Included in the other investments are the following:



As at


31.3.2005


RM’000
Quoted
23,601

Unquoted
11,500




––––––




35,101




=====

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


6 months ended
6 months ended


30.6.2005

30.6.2004


RM’000

RM’000
Purchase consideration
10,758

17,007


=====

=====



As at


30.6.2005


RM’000
Investment in quoted securities:

At cost
23,604

At book value
23,601

At market value
23,683


=====

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 23 August 2005. 

22.
Borrowings and debt securities

Included in the long term liabilities are the following:



As at




30.6.2005




RM’000
Employee benefits obligations


59

Borrowings


581




–––––




640




====

The details of the Group’s borrowings as at 30 June 2005 are as follows:


Short term
Long term
Total

RM’000
RM’000
RM’000

Secured
Lease payables
87
581
668



====
===
====


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


RM’000

Australian Dollar
668

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 15 August 2005 are AUD1,102,000 and EURO23,000 respectively and the total foreign currency exposure in the equivalent of Ringgit Malaysia amounting to RM3,269,000.

Cash requirement

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


August 2005
RM586,000


September 2005
RM681,000


October 2005
RM857,000


November 2005
RM1,145,000

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 2004.

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 period ended 30 June 2005 (30 June 2004: Nil).

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
6 months ended


30.6.2005
30.6.2004
30.6.2005
30.6.2004

Net profit for the period
 (RM’000)
4,042
2,347
9,808
10,039

Weighted average number of

  ordinary shares in issue
(’000)
151,835
150,176
151,835
150,176

Basic earnings per share
(sen)
2.66
1.56
6.46
6.68


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

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
6 months ended


30.6.2005
30.6.2004
30.6.2005
30.6.2004

Net profit for the period
(RM’000)
4,042
2,347
9,808
10,039

Weighted average number of

  ordinary shares in issue
(’000)
151,835
150,176
151,835
150,176

Adjustment for share options
(’000)
350
2,383
350
2,383


–––––––
–––––––
–––––––
–––––––

Weighted average number of

  ordinary shares for

  diluted earnings per share
(’000)
152,185
152,559
152,185
152,559


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

Diluted earnings per share
(sen)
2.66
1.54
6.44
6.58


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

27.
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 24 August 2005.

BY ORDER OF THE BOARD

LOW WAI SEE

Secretary

24 August 2005
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