KHIND HOLDINGS BERHAD

Explanatory Notes for Quarterly Reporting of Financial Statements


1. Accounting Policies and Methods of Computation

The quarterly financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the 31 December 2000 Annual Report and complies with the applicable approved Accounting Standards in Malaysia.

2. Exceptional Items 

There were no exceptional items for the current quarter and financial year-to-date.

3. Extraordinary Items 

There were no extraordinary items for the current quarter and financial year-to-date.

4. Tax Expense: -



Individual period
Cumulative period


31.12.2001
31.12.2000
31.12.2001
31.12.2000


RM'000
RM'000
RM'000
RM'000

Income Tax





-Current year tax
514
909
1,004
1,962

-Prior year under/(over) provisions
(17)
 (10)
(17)
(9)

Deferred tax
107
125
107
125

Total
604
1,024
1,094
2,078


Despite the loss before taxation of the group, provision for taxation have been made due mainly to profits of certain subsidiaries companies which, for tax purposes, cannot be offsetted against losses of other subsidiary companies in the group.










5. Profits on Sale of Investment and/or Properties.

There was no sale of investments or properties for the current financial year to date.

6. Quoted Investment

Particulars of purchase quoted securities other than securities in existing subsidiaries and associated companies :-

(a) total purchase consideration =RM17,000

(b) investments in quoted securities as at this reporting period :-

(i) at cost =RM17,000

(ii) at carrying value/book value =RM17,000 ; and

(iii) at market value = RM20,000

7. Changes in The Composition of the Group

On 6 November 2001, Khind Holdings Berhad (“Khind”) acquired two ordinary shares of SGD1.00 each at par and for cash in Khind-Mistral (S) Pte. Ltd. (KMSG), a private limited company incorporated in Singapore. On the same day, Khind was allotted an additional 99,998 ordinary shares of SGD1.00 each in KMSG at par and for cash consideration fully paid. KMSG then became a 100% owned subsidiary of Khind. The principal business of KMSG is trading in the Mistral range of electrical appliances such as ceiling fan etc. The investment in KMSG is part of Khind’s continuing efforts to expand its marketing network.

There were no disposal of subsidiaries & long term investments, restructuring nor discontinuance of operations for the current quarter and financial year to date.

8. Status of Corporate Proposal

The Securities Commission (“SC”) has vide its letter dated 28 December 2001 approved  Khind’s proposed bonus issue of 10,000,000 new ordinary shares of RM1.00 each to be credited as fully paid-up on the basis of one (1) new ordinary share for every three (3) existing ordinary shares. The purpose of the proposed bonus issue is to enable the Company to meet the SC’s minimum requirement for companies listed on the Second Board of the KLSE to have at least RM40 million in issued and paid-up share capital by 31 December 2002.

9. Issuance Or Repayment Of Debts And Equity Securities

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

10. (a) Bank Borrowings (current and repayable within 1 year)

Details of the Group's bank borrowings as at the end of this reporting period :-


31.12.2001
31.12.2000


RM'000
RM'000

Bank Overdrafts



secured

998
   812

unsecured
2,947
1,748

Banker Acceptances



secured
41
1,368

unsecured
25,744
17,466

Total
29,730
21,394

Secured bank borrowings are secured by fixed charges over the Group’s long term leasehold land, leasehold properties, freehold properties and factory buildings, fixed deposits of a subsidiary company, and are guaranteed by the Company and the Directors of the respective subsidiary companies. 

Unsecured bank borrowings are guaranteed by the Company.

The bank overdrafts bear interest at rates ranging from 6.40% to 8.80% (2000 –6.50% to 8.80%) per annum. 

The banker acceptances bear interest at rates ranging from 3.62% to 4.95% (2000 –2.65% to 4.30%) per annum.

10 (b) Term Loans 

Details of the Group's term loans as at the end of this reporting period :-



31.12.2001
31.12.2000


RM’000
RM’000

Secured
779
588

Unsecured
1,800
-

Total Current Term Loans
2,579
588

Secured
3,848
1,846

Unsecured
4,200
-

Total Non-Current Term Loans
8,048
1,846

Term loans repayment schedule


Total
Under 1 year
1-2 year
2-5 year
Over 5 year

Secured
4,626
779
750
2,430
668

Unsecured
6,000
1,800
2,400
1,800
-


10,626
2,579
3,150
4,230
668

The term loans are secured by :-

i) fixed charges over the Group’s long term leasehold land, factory buildings, leasehold properties and freehold properties

ii) debenture created over other assets, both present and future of a subsidiary company 

iii) joint and several guarantee by directors of a subsidiary companies and

iv) corporate guarantee from the company

The term loans bear interest at 5.75% to 8.55% (2000- 8.25% to 8.55%) per annum.

10 (c ) Hire Purchase Creditors

Details of the Group's hire purchase creditors as at the end of this reporting period:-


31.12.2001
31.12.2000


RM'000
RM'000

Hire Purchase Creditors
670
387

Less:Interest In suspense
(88)
(62)

Balance
582
325

Repayable within one year
268
158

Repayable one to five years
314
167

Balance
582
325

The hire purchase liabilities bear interest at rates ranging from 4.95% to 8.00% (2000-5.00% to 8.00%) per annum

11. Contingent Liabilities as at 18 February 2002

Since the last annual balance sheet @ 31.12.2000, Khind Holdings Berhad has given corporate guarantee for banking facilities obtained by subsidiaries to meet the liabilities and financial obligations of its subsidiaries amounting to RM86.4 million

The contingent liabilities of its subsidiaries pertaining to utilised trade line facilities amounted to RM4.0 million.

12. Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risk at date of issue of this quarterly report.

13. Pending Material Litigation as at the date of this quarterly report

i) an injunction and various claims were made against a subsidiary in respect of imitation products supplied to the subsidiary. The solicitors of the subsidiary are of the view that the subsidiary has a good chance of success in striking out the whole suit. In addition, the Directors do not expect any material losses to arise, therefore no provision is made in the financial statements.

ii)  In the current year, a notice of demand was served by a contractor of a subsidiary for an amount of RM271,000 for the renovation works carried out for the subsidiary. The subsidiary via its solicitors have informed the contractor to withold further winding-up proceedings until the Court has adjudicated on the claim, failing which, the subsidiary will file proceedings and claim for damages and costs against the contractor.  The solicitors are of the opinion that the claim cannot be substantiated. No provision is made in the financial statements.

14. Segmental Reporting

Segment information is presented in respect of the Group’s geographical segments by location of customer

Inter-segment pricing is determined based on negotiated terms.

No business segment analysis is prepared as the Group is primarily engaged in the manufacture, assembly and trading of electrical home appliances and wiring accessories

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. 

REVENUE
Malaysia
Rest of the world
Eliminations
Total


2001*
2000
2001*
2000
2001*
2000
2001*
2000


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

Revenue from external customers
109,210
98,723
21,040
18,146
-
-
130,250
116,869

Inter-segment revenue
80,959
60,325
-
-
(80,959)
(60,325)
-
-

Total
190,169
159,048
21,040
18,146
(80,959)
(60,325)
130,250
116,869

* Note: MASB 22: Segment Reporting becomes operative for financial statements covering periods beginning on or after 1 January 2002. However, the company has decided on earlier application of this Standard for its financial statements for year ended 31.12.2001.

14. Segmental Reporting (continue)

RESULT
Malaysia
Rest of the world
Eliminations
Total


2001*
2000
2001*
2000
2001*
2000
2001*
2000


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

Operating (loss)/ profit
(1,181)
5,576
1,077
1,115
-
-
(104)
6,691

Interest Expense

(1,496)
(824)

Interest Income

18
37

(Loss)/Profit before tax

(1,582)
5,904

Income Taxes

(1,094)
(2,078)

Profit/(Loss) after income tax

(2,676)
3,826

Minority Interest (MI)

152
90

(Loss) /Profit after Income Tax and MI

(2,524)
3,916

Pre-acquisition loss

-
729

Net (loss)/ profit for the year

(2,524)
4,645

OTHER INFORMATION


Malaysia
Rest of the world
Elimination
Total


2001*
2000
2001*
2000
2001*
2000
2001*
2000


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

Gross segment assets
103,311
85,547
5,846
8,114
-
-
109,157
93,661

Gross segment liabilities
53,168
32,733
6,084
6,587
-
-
59,252
39,320

Capital Expenditure
5,629
5,326
140
-
-
-
5,769
5,326

Rest of the world relate primarily to Asia and Middle East.

15. Material Changes in Quarterly Results 

The company has made a Profit Before Tax of RM494,000 in this quarter compare to Loss Before Tax of RM1,252,000 in the third quarter. This is mainly due to increased in Revenue by 13%, improved in gross margin of 2% as well as maintained in operating, administration, selling and finance expense as per third quarter as a result of a range of cost control activities and measurement implemented . 

16. Group Performance Review – Company and the Principal Subsidiaries

Revenue for the financial year ended 31.12.2001 has increased 11% when compared to the preceding year ended 31.12.2000. 

The increased in the revenue for the year is largely due to the group venturing into distribution and selling of big appliances, Mistral range of products and the export market.

However, the company has made a Loss Before Tax of RM1,582,000 for the financial year ended 31.12.2001 as compare to Profit Before Tax of RM5,904,000 in the preceding year ended 31.12.2000. 

This is caused mainly by erosion of gross margin and increased in selling expenses due to higher promotion expenses necessary to protect our domestic market share in a tough trading environment.

Admin cost has increased due to higher staff costs. 

Financing costs has increased due to higher short term borrowings to finance revenue growth and increased mortgage loan to finance the purchase of office and warehouse by two subsidiaries as well as the acquisition of a new business.

17. Material Subsequent Events

As at the date of issue of this quarterly report, there were no material events subsequent to the end of this period reported on that have not been reflected in the financial statement for the said period.

18. Seasonal or Cyclical Factors

Generally, sales of our products are enhanced during festive seasons celebrated in Malaysia.

19. Current Year Prospect 

The Board of Directors expect the group's operating environment to remain challenging and competitive. The Board is of the opinion that the group performance will improve for year 2002. 

20. Profit Guarantee / Profit Forecast

(a) Profit Guarantee – Not applicable.

(b) Profit Forecast – Not applicable.

21. Dividends

The Board of Directors do not recommend any final ordinary dividends in respect of the financial year ending 31 December 2001 other than the interim ordinary dividend of 6.5sen per share less 28% income tax amounting to RM1,404,000 (2000-ordinary dividend of 7sen per share less tax of 28% amounting to RM1,512,000)

