KHIND HOLDINGS BERHAD

Quarterly Report on unaudited consolidated results for the fourth financial quarter ended 31 December 2004


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.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

In the current financial year, the Group adopted three new MASB Standards. The adoption of these new standards resulted in changes in accounting policies as follows: -

(a) MASB 25, Income Taxes which has been adopted retrospectively. Comparative figures have been adjusted to reflect the change in this accounting policy;

(b) MASB 27, Borrowing Costs which is applied retrospectively. Comparative figures have not been restated as the previous accounting policy was in line with the accounting standard.

(c) MASB 29, Employee Benefits which have been adopted retrospectively. The adoption of this Standard has no material impact on the financial statements.

The adoption of MASB 25 has resulted in the recognition in full of all taxable temporary differences. Previously, deferred tax liabilities were not provided if no liability was expected to arise in the foreseeable future and there were no indications the timing differences would reverse thereafter. Deferred tax assets are now recognised when it is probable that taxable profits will be available against which the deferred tax asset can be utilised (previously only recognised where there was a reasonable expectation of realisation in the near future).

2. Audit qualification

The financial statement for the year ended 31 December 2003 was not qualified.

3. Seasonal or cyclical factors

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

4. Unusual items

Other than those stated in the notes, there are no other items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence.

5. Changes in estimates

There were no changes in the estimates of accounts reported in prior interim of the current or previous financial year.

6. Issuance or repayment of debts and equity securities

Save as disclosed below, there were no other issuance 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.

Employee Share Option Scheme( “ESOS”)

The new ESOS Option Scheme has been in forced from 27.6.2003 for a tenure of 5 years. 

      The details of the ESOS are as below

Date of Offer
Option Price
Creation


Acceptance
Exercised*
Lapsed due to resignation & retirement
Balance unexercised as at 31.12.2004

7.7.03
RM1.00
3,301,000
2,898,000
59,000
435,000
2,404,000

19.5.04
RM1.00
509,000
347,000
-
-
347,000

7. Dividend paid









Year To Date 

Year To Date







     
Ended 31.12.2004   Ended 31.12.2003







           

    RM'000

    RM'000

Interim dividend of 6 sen (2003 : 5 sen)

per ordinary shares less 28% income tax


     1,731     

      1,440
 

The interim dividend for financial year ended 2004 amounted to RM1,730,548.80 was paid on 2.11.2004 (2003 – RM1,440,000 paid on 26.9.2002).

8. 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
Elimination
Total


2004
2003
2004
2003
2004
2003
2004
2003


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

Revenue from external customers
111,999


106,839


37,952


31,299


 -   
 -   
149,952


138,138



Inter-segment revenue


69,189


56,943


3,940


3,219


(73,129)


(60,162)


 -   
 -   

Total


 181,188 
163,782
41,892
34,518
(73,129)
(60,162)
149,952
138,138

Segment result


4,453
3,552
1,722
1,661
 -   
 -   
6,175
5,123

Interest expense








 (1,064)
(1,340)

Interest income








 22 
24

Profit/(Loss) before tax


3,424


2,201
1,709
1,696


5,133
3,897

Income Taxes






(942)
(1,267)



Effect of adopting MASB 25






-
-

Profit/(Loss)after income tax






4,191


2,630



Minority Interest (MI)






(207)


61

Profit/(Loss) after Income Tax and MI






3,984


2,691



Pre-acquisition loss






 -   
-



Net profit for the year






3,984


2,691



OTHER INFORMATION


Malaysia
Rest of the world
Elimination
Total


2004
2003
2004
2003
2004
2003
2004
2003


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

Segment assets
88,286
88,527
10,083
7,675


98,369
96,202

Unallocated assets






2,325
1,948

Segment liabilities
39,456
40,401
5,809
4,516


-


-


45,265


44,917

Unallocated liabilities






1706
1,629

Capital Expenditure
2,365


299


-


12


 -   
 -   
2,365
311



Rest of the world relates primarily to Asia, Africa, Middle East and Europe.

Year 2004 refers to financial year ended 31.12.2004 as compare to year 2003 which also refers to financial period ended 31.12.2003.

9. Valuation of property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from the previous annual financial statements.

10. Material subsequent events

Saved as disclosed below, 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. 

On 12 January 2005, Khind-Mistral Industries Sdn. Bhd. (KMISB and formerly known as Khind-NES Electric Sdn. Bhd.) (213282-V), incorporated a wholly-owned subsidiary, namely Khind Middle East FZE in Dubai, United Arab Emirates. The entire authorised and paid up share capital of Khind Middle East FZE is represented by one (1) share of AED1.0 million (RM1,035,000). The investment is part of the Company's expansion plans into the Middle East markets.

11. Changes in the composition of the group

There were no disposal of subsidiaries & long term investments, restructuring or discontinuance of operations for the current quarter and financial year to date.

12. Contingent liabilities  

As at 31.1.2005, the company has given corporate guarantee for banking facilities obtained by subsidiaries to meet the liabilities and financial obligations of its subsidiaries amounting to RM62.5  million.

The contingent liabilities of its subsidiaries pertaining to utilised trade line facilities amounted to RM5.72 million.

Additional Information Required by the buRSA MALAYSIA SECURTIES BERHAD Listing Requirements

1. Group performance review – Company and the Principal Subsidiaries

Profit Before Tax has increased by 32% for the financial period ended 31.12.2004 mainly due to 9% increased on Group revenue, as compared to the same period preceding year.

Sales have increased as a result of intensive export marketing activities. The export sales has increased by 21% compared to the preceding period ended 31.12.2003. The increase in export sales contributed to the higher gross profit margin.

As a result of increase in selling activities, the total operating expenses has increased by 8% as compared to the same period in the preceding year.

2. Variation of results against preceding quarter 

For the quarter under review, the Group recorded a Profit Before Tax of RM1,197,000 compared to RM1,365,000 in the previous quarter. The lower profit before tax in current quarter as compared to preceding quarter is mainly due to reduction of income from non core activities.
3. Current year prospect 

The Board of Directors expects the current year Group's performance to improve due to better business environment, increased distribution network and more product range.

4. Profit forecast

Not applicable as no profit forecast was published.

5. Tax expense: -



Individual period
Cumulative period


31/12/04
31/12/03
31/12/04
31/12/03

Income Tax
RM'000
RM'000
RM'000
RM'000

-Current year tax
(816)
491
1,051
1,712

-Prior year under/(over) provisions
(114)
(69)
(114)
(69)

Real property gain tax
-
-
-
-

Deferred tax
5
(376)
5
(376)

Total
(925)
45
942
1,267

The effective tax rate for the Group is higher than the statutory tax rate due to certain expenses were not deductible for income tax purpose. The income tax expense of the Group was related to tax on profit of certain subsidiaries, which cannot be set-off against losses of other subsidiaries as the Group's relief is not available. Implementation of Proposed Internal Rationalisation has also resulted to higher tax estimation.

6. Profits on sale of investment and/or properties.

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

7. Quoted investment

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

(a) total purchase consideration for current quarter is NIL. There were no disposal as at 31.12.04.

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

(i) at cost =RM95,628

(ii) at carrying value/book value =RM95,628 ; and

(iii) at market value = RM66,533

8. Status of corporate proposals

There were no corporate proposals announced and remained outstanding as at this date of this quarterly report.

9. Borrowings and debt securities

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

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


31/12/04
31/12/03


RM'000
RM'000

Bank Overdrafts



secured

1,149
1,055

Unsecured
992
1,279

Banker Acceptances



Secured
5,446
109

Unsecured
17,025
18,611

Total
24,612
21,054

Secured bank borrowings are secured by fixed charges over the long term leasehold or freehold land and building of certain subsidiary company and are guaranteed by the Company. 

Unsecured bank overdraft and bankers' acceptances are guaranteed by the Company.

The bank overdrafts bear interest at rates of 7.50% (2003 - 5.10% to 7.50%) per annum. 

The banker acceptances bear interest at rates ranging from 2.17% to 4.11% (2003 - 2.20% to 4.15%) per annum.

(b) Term Loans 

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



31/12/04
31/12/03


RM’000
RM’000

Secured
637
602

Unsecured
-
1,800

Total Current Term Loans
637
2,402

Secured
2,275
2,900

Unsecured
-
-

Total Non-Current Term Loans
2,275
2,900

Term loans repayment schedule


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

Secured
2,912
637
983
897
395

Unsecured
-
-
-
-
-


2,912
637
983
897
395

The term loans are secured by :-

i) fixed charges over the respective subsidiary’s long term leasehold or freehold land and building, and

ii) corporate guarantee from the Company.

The term loans bear interest at 7.25% to 8.50% (2003 - 6.40% to 8.55%) per annum.

c) Hire Purchase Creditors

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


31/12/04
31/12/03


RM'000
RM'000

Hire Purchase Creditors
138
 91 

Less: Interest in suspense
12
 (7)

Balance
126
 84 

Repayable within one year
57
 77 

Repayable one to five years
69
 7 

Balance
126
 84 

The hire purchase liabilities bear interest at rates ranging from 3.40% to 7.60% (2003 - 4.50% to 7.60%) per annum.

10. Off balance sheet financial instruments

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

11. Pending material litigation as at the date of this quarterly report

i)
On 21 April 2000, a writ of summons in relation to the claim for damages for trademark infringement and passing off were made against a subsidiary. The application for striking out the whole suit was dismissed. The next case management is fixed on 22 February 2005.

ii)
On 2 March 2004, an amended writ of summons and statement of claim for the amount of RM269,830 being consequential losses suffered due to cancellation of orders was served to the manufacturing subsidiary by a supplier's solicitor. The manufacturing subsidiary has filed the statement of defence and counter claim on 24 March 2004 and the matter is pending pre-trial case management to be determined by the court.

iii)
On or about 5 July 2004, a copy of the writ bearing Supreme Court of Victoria at Melbourne Commercial and Equity Division Writ No. 6727 of 2004 ("the Said Suit") was served by - Panache against a subsidiary among others, for breach of contract and duty of care, in relation to purchase orders of certain consumer electrical products made by Panache to subsidiary, in or about 2001 to 2002. Pursuant to the Said Suit, Panache is claiming against the subsidiary among others, for damages of United States of America Dollar Six Million (USD6,000,000) only. On 3 December 2004, the Supreme Court of Victoria at Melbourne Commercial and Equity Division had stated a court order that the service of the Writ was set aside and Panache is to pay the subsidiary's costs. Panache did not proceed with appeal against the subsidiary after the deadline of 17 December 2004.

12. Dividend

An interim dividend of 6.0 sen per ordinary share less 28% income tax amounting to RM1,730,548.80 has been announced on 04.10.2004  in respect of the financial period ending 31 December 2004 was paid on 02.11.2004 (2003 interim ordinary dividend of 5.0 sen per share less tax of 28% amounting to RM1,440,000 in respect of the financial year ending 31 December 2003 was paid on 30.09.2003).

13. Earnings per share


Quarter

Ended 31.12.2004
Year To Date Ended 31.12.2004

Net profit for the period (RM’000)
1,995 
3,984 

Weighted average number of ordinary shares (’000)
 40,059 
 40,059 

Basic earning per share (sen)
4.98
9.95

Basic earnings per share

The basic earning per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the financial period.

