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 Bursa Malaysia Securities Berhad.  The report should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2004.

2. Qualified Audit Report

The audited financial statement for the year ended 30 June 2004 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

The First and Final Dividend of 4 sen per share less income tax amounting to RM1.728 million for the financial year ended 30 June 2004 as approved by the shareholders at the Tenth Annual General Meeting held on 9 December 2004 had been paid on 20 January 2005 to Depositors registered in the Records of Depositors on 6 January 2005.              

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
62,851
5,320


China
-
(2,911)



62,851
2,409


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. Material subsequent events

On 31 March 2005, the Company’s subsidiary, Carrey Food Industries (Suzhou) Co. Ltd. has entered into a Sale and Purchase Agreement with Suzhou Hezhan Design and Construction Co., Ltd to dispose off its factory premises located in Suzhou Industrial Park, Suzhou, Jingsu Province, People’s Republic of China for a total cash consideration of Renminbi Five Million and Three Hundred Thousand (RMB5,300,000) which was equivalent to RM2,434,000.  The transaction was completed on 10th May 2005.

On 30 June 2005, the Group disposed its’ entire investment in the subsidiary, Khee San (Chaozhou) Limited comprising of 8 Ordinary Shares of HKD 10 each.  The net gain to the Group on this disposal after taking into account of the debts written off and realized gain on exchange reserve was RM 1,256,000.

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 save for the divestment of Khee San (Chaozhou) Limited as mentioned above.

12. Changes in contingent liabilities / assets

There is contingent liability amounting to RM24,348,000 being corporate guarantees given to financial institutions for banking facilities granted to a subsidiary company.

13. Review of performance

Group revenue for the fourth quarter ended 30 June 2005 increased by RM377,000 or 2.4% over the previous year corresponding quarter, mainly driven by improvement in the export market.  In spite of the Group’s prudent measures to cut down operating expenses by 1.2% albeit the higher revenue, the escalating cost of raw material and packaging material as a result of increasing oil prices dampened down the operating profits.  The Group achieved operating profit of RM659,000 in the quarter under review compared with RM988,000 in the previous year corresponding quarter.

Following the decision to divest the Group’s non-performing China operations towards the last quarter of the year, the earnings of the Group was further reduced after accounting for the loss on disposal of property and loss on divestment of a subsidiary company.  The loss was compensated to a certain extent by the realized gain on exchange reserve of RM1.963 million.  The Group for the quarter ended 30 June 2005 recorded a small loss before tax of RM116,000.

For the financial year 2005, the Group recorded higher revenue of RM619,000 than the previous year.  A lower profit before tax of RM2.409 million was achieved compared with the previous year profit of RM4.364 million due to higher operating cost and the one-off loss on the disposal of property and subsidiary in China mitigated by the realised gain on exchange reserve.

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

Group revenue in the quarter under review was lower by RM571,000 as compared to the immediate preceding quarter as sales orders tapered down after the festive seasons in the third financial quarter.  The Group recorded a loss before tax of RM116,000 in the quarter under review compared with a profit before tax of RM218,000 in the immediate preceding quarter.  The loss was as a result of divestments in China.

15. Current Year Prospects

The Group continues to face a challenging environment with continued uncertainties in the global arena, increased competition as well as anticipated increases in prices of raw and packaging material.  

The Group will continue to pursue  measures to improve its profit margin.  The Group will continue its strategy of capitalizing on its profitable core business.  Barring any unforeseen circumstances, the future of the Group will continue to be profitable.

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
Year to Date


30.6.2005
30.6.2005


RM’000
RM’000

Current taxation



· Current year’s provision

· (Over)provision in prior year 

Deferred taxation
27

(5)

(92)
197

(5)

831


(70)
1,023

The effective tax rate is lower than the statutory tax rate due to utilization of unabsorbed capital allowances brought forward available for set-off against the profits of one of the subsidiary companies. 

18. Profit on sale of unquoted investments or properties

There was no sale of unquoted investment or sale of properties except as disclosed in Note 10 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 during the financial year 30 June 2005 and to-date.

21. Group Borrowings and Debt Securities

Group Borrowings as at 30 June 2005 comprise: -


30.6.2005

Group

RM’000

Long Term Borrowings: -

Term Loan
1,385


1,385

Short Term Borrowings:-


Term Loan 
1,575

Bank Overdraft
498

Bankers’ Acceptance
4,879


6,952

Bank overdraft and trade facilities 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.  The term loans of the subsidiary company are secured by corporate guarantees given by the Company and a specific debenture over certain plant and machineries of the subsidiary company.

22. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at 30 August 2005.

23. Material litigation

There was no pending material litigation against the Group as at 30 August 2005.

24. Proposed Dividend

The Board of Directors is recommending for approval by the shareholders at the forthcoming annual general meeting, a first and final dividend of 4 sen per share less income tax amounting to RM1.728 million for the financial year ended 30 June 2005. (2004: 4 sen per share less income tax)

25. Earnings per share

The Group’s loss per share is calculated based on loss attributable to shareholders of the Company of RM 222,000 and on the number of ordinary shares in issue during the financial year of 60,000,000.
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