KHEE SAN BERHAD

Company No.:  304376-A


NOTES

1. Accounting Policies
The second quarter financial statements have been prepared using the same accounting policies that were used in the preparation of the annual financial statements for the year ended 30 June 2001.

The preparation of this quarterly report is also in accordance with Malaysian Accounting Standard Board (“MASB”).

2. Exceptional Items

There was no exceptional item for the quarter ended 31 December 2001.

3. Extraordinary Items

There is no extraordinary item during the current quarter and financial year to date.

4. Taxation

Taxation includes the following provision: -

	
	Current Quarter
	Year to Date

	
	ended 31.12.2001
	ended 30.6.2002

	
	Group
	Group

	
	RM’000
	RM’000

	Current taxation
	
	

	- current year’s provision
	135
	337

	
	135
	337



The effective tax rate is higher than the statutory tax rate as the tax charge relates to tax on profits 
of certain subsidiary companies which cannot be set-off against unabsorbed capital allowances and 
unutilized reinvestment allowances of another subsidiary company.

5. Profit on Sale of Investment and/or Properties

There were no profits arising on sale of investment and properties for the current quarter and financial year-to-date.

6. Purchase or Disposal of Quoted Securities

(a) There were no purchases or sales of quoted securities for the current quarter and financial year to date.

(b) There were no investments in quoted shares as at 31 December 2001.

7. Changes in Composition of Company/Group

There were no changes in the composition of the company for the current quarter and financial year to date.

8. Corporate Proposals


The following proposals as announced by the Company on 30 August 2001 were approved by the 
shareholders at the Extraordinary General Meeting of the Company held on 13 December 2001:-

(a) Proposed Bonus Issue of 20,000,000 new ordinary shares of RM 1.00 each in the Company on the basis of one (1) new share for every two (2) existing shares held;

(b) Proposed Amendments to the Company’s Articles of Association;

(c) Recurrent Related Party Transactions of a revenue and trading nature being undertaken and are expected to exceed RM 1 million.

The Company had on 17 January 2002 announced that the entitlement date for the Bonus Issue is on 8 February 2002 and the Company has on 18 February 2002 allotted the Bonus Shares to the shareholders.  The 20,000,000,Bonus Shares so allotted will be granted listing and quotation with effect from 27 February 2002.  The Company has thus complied with Paragraph 3.04 of the Listing Requirements with regards to a minimum RM 60 million issued and paid-up capital for companies listed on the Main Board.

Saved as disclosed, there has been no other corporate proposal announced by the Company and there were no proceed raised from any corporate proposal.

9. Issuance or Repayment of Debt and Equity Securities

There were no issuances and repayment of debt and equity securities, share buy- backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year-to-date.

10. Group Borrowings and Debt Securities

Group Borrowings as at 31 December 2001 comprise of: -

	                                            
	31.12.2001

	
	Group

	
	RM’000



	Long Term Borrowings: -

Term Loan

Short Term Borrowings:-

Term Loan

Bank Overdraft
	2,695

718   

3,795

	Bankers’ Acceptance
	3,883

	
	8,396


Bank overdraft, trade facilities and term loan of one of the subsidiary companies are secured by corporate guarantees given by the Company and a negative pledge over the unencumbered assets of the subsidiary company.

11. Contingent Liabilities

Contingent Liabilities comprise of: -

	
	31.12.2001

	
	Group

	
	RM’000



	Guarantees given to financial institutions 
	

	for credit facilities granted to a subsidiary
	20,757

	
	20,757

	
	


12. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at 21 February 2002, the latest practical date that is not earlier than 7 days from the date of issue of this quarter’s report.

13. Material Litigation

There was no pending material litigation against the Group as at 21 February 2002. 

14. Segmental Reporting

Segmented analysis for the current financial year-to-date: -

	
	Turnover
	Profit before
	Assets

	
	
	Taxation
	Employed

	The Group-By Geographical
	RM’000
	RM’000
	RM’000

	Malaysia
	23,547
	133
	75,801

	China
	258
	(223)
	7,231

	
	23,805
	(90)
	83,032


The Group’s operations are mainly involved in the manufacture and trading of sweets and confectionery.

15. Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

Group revenue and profit before income tax and minority interests decreased by RM 983,000 or 8% and RM 866,000 respectively.  

The decrease in revenue and profit before tax stems mainly from a lower volume of sales amidst fixed operating costs, tighter liquidity amongst wholesalers and increasing advertising costs incurred to promote brand awareness.

16. Review of Performance

Group revenue has decreased by RM 5.067 million or 18% as compared to the previous year’s corresponding period.  The significant decrease is mainly due to reduction of export sales amounting to RM 5.234 million arising from adverse external environments as a reaction to the aftermath of the September 11 terrorist attacks which have affected business and consumer confidence. 

As a result, the Group’s performance also suffered loss before taxation of RM 90,000 as compared to a profit before taxation of RM 1.998 million in the previous corresponding period.  The adverse performance is also affected by increase in depreciation and advertising costs.

17. Material Events Subsequent to the End of the Reporting Period

There are no material events subsequent to the end of the reporting period that have not been reflected in the financial statement for the current quarter ended 31 December 2001.

18. Seasonality and Cyclicality of Operations

The results are not subject to any seasonal or cyclical factors.

19. Current Year Prospects

The Group will face yet another challenging year given the deteriorating business conditions and weak market sentiments.  Nevertheless, the Group will continue to focus on its core activities and continue its emphasis on prudent cost management to sustain growth in this trying year.

20. Variance from Profit Forecast

As the Group has not provided any profit forecast or profit guarantee, no explanatory notes will be provided.

21. Dividend

No interim dividend has been declared for the quarter ended 31 December 2001.

