Company No:  640445-V

Kawan Food Berhad

NOTES TO THE UNAUDITED FINANCIAL STATEMENTS

FOR THE FORTH QUARTER ENDED 31 DECEMBER 2009


A1
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 1342004: Interim Financial Reporting, issued by Malaysian Accounting Standards Board (MASB) and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2008.

The preparation of an interim financial report in conformity with FRS 1342004, Interim Financial Reporting requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2008.

A2
Qualification of Financial Statements

The financial statements of the Company and its subsidiaries for the financial year ended 31 December 2008 were not qualified.

A3
Seasonal or cyclical factors

The business operations of the Group were not significantly affected by any seasonal or 
cyclical 
factors.

A4
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter under review.

A5
Changes in estimates

There were no changes in estimates that have had material effect in the current quarter results.

A6
Issuance and repayment of debt and equity securities

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities by the Company during the current quarter under review.

A7
Dividend proposed, declared or paid

An interim dividend of 1.4 sen per ordinary share tax exempt totaling RM1,680,000 in respect of the financial year ended 31 December 2008 has been paid on 30 April 2009. 

There was no dividend declared for this quarter.

A8
Segmental information

Business segments

The Group’s business segments mainly comprise the manufacture and sale of frozen food products.

	
	Investment 
	
	
	
	

	
	holding
	Manufacturing
	Trading
	Elimination
	      Total

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

	Revenue
	        5,000    
	        81,438
	       51,264
	     (50,067)
	          87,635

	
	
	
	
	
	

	Results
	        4,791
	        16,789
	         2,480  
	       (5,740)  
	          18,320

	Finance cost
	
	
	
	
	             (575)   

	Taxation
	
	
	
	
	          (4,182)             

	Profit after tax
	
	
	
	
	          13,563


Geographical segments

The manufacturing and investment holding segments are operated solely in Malaysia. In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of customers.

	
	          3 months ended
	        Year-to-date ended

	
	31/12/09
	31/12/08
	31/12/09
	31/12/08

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

	Malaysia
	               9,719 
	               8,395 
	               34,549
	               31,573 

	Rest of Asia
	               2,239 
	               2,171 
	               12,530 
	               11,119 

	Europe
	1,444 
	1,577 
	               11,117 
	               9,529 

	North America
	               5,835
	               6,245 
	               22,876 
	               18,554

	Oceania
	                  1,098 
	                  1,088
	                  6,444 
	                  4,430 

	Africa
	                   11                             
	   - 
	                    119 
	                    20   

	Consolidated
	             20,346 
	             19,476 
	             87,635 
	75,225        


A9
Valuation of property, plant and equipment 

No revaluation of property, plant and equipment were undertaken during the current quarter under review.

A10
Material events subsequent to Balance Sheet date

There were no material events subsequent to the end of the current quarter under review.

A11
Changes in the composition of the Group 

There were no changes in the composition of the Group during the current quarter under review.

A12
Contingent Liabilities

The Board is not aware of any material contingent liabilities incurred by the Group for the current quarter under review. 

A13
Capital Commitments


The capital commitments of the Group as at 31 December 2009 is as follows:











RM’ 000



Property, plant and equipment



 

Contracted but not provided for


      968




                                        
                                     ======

PART: B
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES  

B1
Review of Performance 

The Group registered a turnover of RM20.345 million during the current quarter ended 31 December 2009 which was 4.5% increase as compared to RM19.476 million achieved in the corresponding quarter of the preceding year. Profit after taxation (“PAT”) increased from RM2.336 million to RM4.255 million this quarter. The increase in PAT was mainly due to decrease in tax expense and a non-recurring one-off income of RM1.2 million.  

B2
Variance of quarterly results compared to preceding quarter

The Group recorded a lower turnover of RM20.345 million for the current quarter under review compared to the immediate preceding quarter of RM23.659 million.

The profit before tax decreased to RM4.371 million for the current quarter from RM4.817 million registered in the immediate preceding quarter. The decreased were due to lower sales generated in the current quarter compared to the immediate preceding quarter. 

B3
Commentary on the Prospect

Due to the continued uncertainty in the global economy, the frozen food industry is expected to be very challenging. 
Kawan Nantong has commenced soft operations in the third quarter of 2009. On going preparations, training and streamlining activities are in progress. The facilities will progressively be commissioned in 2010.

The Group will continue to stay focused to maintain its leadership in the frozen Ready-To-Serve (“RTS”) food segment. 

Overall, the Board is of the opinion that sales revenue growth for the year 2010 is expected to be in line with previous year’s growth.

B4
Variance of actual and profit forecast

Not applicable as the Group did not issue any profit forecast for the current financial year.

B5
Taxation







      Current  

       Current Year


             Quarter Ended                    To-date Ended 

                           31 Dec 2009
                    31 Dec 2009







       RM’000

            RM’000




Tax expense






  



- Current period 


 820


   4,488



- Under provision in prior year                 (18)                                   444

Deferred tax expense


  


  

- origination and reversal of 

  temporary differences

            (686)              

     (750)

- Overprovision in prior year                       -                                      -







        _________                        _________



Total



             116


    4,182







        ========                       =========


The effective tax rate of the Group for the financial year under review is lower than the statutory tax rate principally due to certain income not subject to tax and incentive enjoyed by the local subsidiaries and by foreign subsidiaries under their respective tax legislations.
B6
Sale of Unquoted Investment and Properties

There were no sales of unquoted investment and properties during the current quarter under review.

B7
Quoted and Marketable Securities


There was no purchase or disposal of quoted and marketable securities during the current 
quarter under review.

B8
Status of Corporate Proposal


There were no corporate proposals announced.

B9
Borrowings (secured)








  As at 


   As at







         31 Dec 2009
         31 Dec 2008








 RM’000
             RM’000
Short term borrowings:

Term loan



     1,914

    1,043


Finance lease liability


        135

          6







-------------

------------






                 2,049
                1,049







=======

======

Long term borrowings



Term loan



     5,914

    1,302



Finance lease liability


          79
                    16








--------------

 -------------

Total





     5,993

    1,318







======
==

 =======

The borrowings are denominated in Malaysia Ringgit. 

B10
Off balance sheet financial instrument 

The Group has not entered into any off balance sheet financial instruments as at the date of this financial statement.

B11
Material litigation

The Group does not have any material litigation as at the date of this announcement save for the following:

Georgetown Sessions Court Summons No. 52-3313-2004 Twenty First Grafix Sdn Bhd v Kawan Food Manufacturing Sdn Bhd (‘KFM”)
By a summons and statement of claim of filed on 9 November 2004 and served on KFM, a wholly owned subsidiary of the Company, on 29 November 2004, Twenty First Grafix Sdn Bhd, an advertising consultant providing corporate and product branding services of products (“Consultant”), has claimed against KFM the sum of RM130,940 alleged as owing by KFM to the Consultant, pursuant to the work and services provided to KFM by the Consultant, as well as interest and costs on the claim.

The hearing has been postponed to 10 March 2010
.

B12
Dividend

The dividend in respect of the financial year ended 31 December 2008, of 1.4 sen per share tax exempt on 120,000,000 ordinary shares, amounting to RM1,680,000 (2007: total dividend of 2.5 sen per share less 27% tax on 80,000,000 ordinary shares, amounting to a dividend payment of RM1,460,000) was paid on 30 April 2009.
B13
Earnings Per Share (“EPS”)


a)
Basic EPS

The basic EPS for the current quarter under review and cumulative year to date are computed as follows:

	
	3 months

ended

31.12.2009
	3 months ended 

31.12.2008
	Year-to-date

ended

31.12.2009
	Year-to-date 

ended

31.12.2008

	Profit attributable to equity holders of the Company (RM’000)
	4,235
	2,328
	13,575
	9,491

	Total weighted average number of share capital in issue during the current quarter/current year to-date (No. of ordinary share of RM0.50 each)
	120,000,000
	120,000,000*
	120,000,000
	120,000,000*

	Basic earnings per share (sen)
	3.53
	1.94
	11.31
	7.91


Note*
Pursuant to FRS 133, Earnings Per Share, the comparative earnings per share for the quarter ended 31 March 2008 have been adjusted for the bonus issue of one new share for every two ordinary share of RM0.50 each held in the Company completed on 21 July 2008, as if these events had occurred since 1 January 2008. 

b)       Diluted EPS

There are no diluted EPS as the Company does not have any convertible financial instrument as at the end of the current quarter under review.

By order of the Board

__________________________

Gan Thiam Chai

Managing Director

Date: 25 February 2010
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