KHEE SAN BERHAD (304376-A)


Notes to the Interim Financial Report

1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9 Appendix 9B of the Kuala Lumpur Stock Exchange Listing Regulations.  The report should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2003.

2. Qualified Audit Report

The audited financial statement for the year ended 30 June 2003 was not subject to any qualification.

3. Seasonal or cyclical factors

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

4. Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group for the current quarter and the financial year-to-date.

5. Changes in estimates

There are no changes in the estimates of amounts, which give a material effect in the current quarter and the financial year-to-date.

6. Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and the financial year-to-date.

7. Dividend

There was no dividend paid for the current quarter.

8. Segment information

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

	
	
	Profit / (Loss)
	

	
	Revenue
	Before Taxation
	

	The Group-By Geographical
	RM’000
	RM’000
	

	Malaysia
	16,702
	1,912
	

	China
	-
	(82)
	

	
	16,702
	1,830
	


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

9. Valuation of property, plant and equipment

The valuation of land and buildings has been brought forward, without any amendments from the previous annual financial statements.

10. Subsequent events

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 financial year-to-date.

11. Changes in the composition of the Group

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

12. Changes in contingent liabilities / assets

There were no changes in contingent liabilities / assets since the last annual balance sheet date.

13. Review of performance

Group revenue has increased significantly by RM 5.239 million or 45.7% as compared to the previous corresponding period mainly due to overall improvement in both local and export sales.  This has resulted in a profit before tax for the period amounting to RM 1.830 million as compared to a net loss before tax of RM 47,000 in the previous corresponding period.

14. Material changes in the quarterly results compared to the results of the preceding quarter

The results of the Group show an improvement in revenue and profit before taxation of RM 2.247 million or 15.54% and RM 902,000 or 97.2% respectively.  

15. Current Year Prospects

The Directors expect the Group’s operational environment to remain challenging and competitive in the current financial year.  However, the Group has taken steps to face the challenge by building our brands and promoting domestic sources of growth, increasing product development and exploring further opportunities for cost reduction and optimization of resources.

16. Variance from Profit Forecast

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

17. Taxation

Taxation includes the following provision:-

	
	Current Quarter

	
	30.9.2003

	
	RM’000

	Current taxation
	

	· Current year’s provision

Deferred taxation
	112

104

	
	216


The effective tax rate is lower than the statutory tax rate as unabsorbed capital allowances and unutilized reinvestment allowances were available for set-off against the profits of one of the subsidiary companies.

18. Profit on sale of unquoted investments or properties

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

19. 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 the financial year-to-date.

20. Corporate Proposals

There were no new corporate proposals announced that has not been completed as at 20 November 2003, the latest practical date that is not earlier than 7 days from the date of issue of this quarterly report.

21. Group Borrowings and Debt Securities

Group Borrowings as at 30 September 2003 comprise of: -

	
	30.9.2003

Group

RM’000

	Long Term Borrowings: -

Hire Purchase Creditor

Term Loan
	46

4,066

	
	4,112

	Short Term Borrowings:-
	

	Hire Purchase Creditor

Term Loan 
	58

1,420

	Bank Overdraft
	2,601

	Bankers’ Acceptance
	6,254

	
	10,333


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.

22. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at 20 November 2003, the latest practical date that is not earlier than 7 days from the date of issue of this quarter’s report.

23. Material litigation

There was no pending material litigation against the Group as at 20 November 2003. 

24. Proposed Dividend

The Board is recommending a First and Final Dividend of 4 sen per share, less income tax amounting to RM 1.728 million (2002: A final dividend of 4 sen per share less income tax was paid) for the financial year ended 30 June 2003.  The proposed dividend is subject to the shareholders’ approval at the forthcoming Annual General Meeting of the Company.  The entitlement date for the proposed dividend will be announced at a later date.

25. Earnings per share

The Group’s earning per share is calculated based on profit after taxation of 

RM 1,642,000 by 60,000,000 ordinary shares in issue during the year.
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