KEN HOLDINGS BERHAD (106173-M)

UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE FIRST QUARTER ENDED 31 MARCH 2003



A.

EXPLANATORY NOTES TO THE INTERIM  FINANCIAL REPORT –    MASB 

A1.
ACCOUNTING POLICIES
The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Kuala Lumpur Stock Exchange. 

The accounting policies and methods of computation adopted by the Group in this interim financial statement are consistent with those adopted in the financial statements for the year ended 31 December 2002.

The interim financial statement should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

	


A2.
AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS

The audit report of the Group’s annual Financial Statements for the year ended 31 December 2002 was not subject to any qualification.

A3. 
SEASONALITY OR CYCLICALITY OPERATIONS

The Group’s operations were not significantly affected by any seasonal or cyclical factors.

A4.
UNUSUAL ITEMS

There were no items affecting the assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence.


A5.
MATERIAL CHANGES IN ACCOUNTING ESTIMATES

There were no changes in accounting estimates of amounts reported in prior interim periods or the current financial year or changes in estimates of amounts reported in prior financial years save as disclosed in Note A1 above.

A6. 
ISSUANCE OR REPAYMENT OF DEBTS AND EQUITY SECURITIES

Save as disclosed, there were no issuance and repayment of debts and equity securities, shares buy-back, share cancellations, shares held as treasury shares or resale of treasury shares during the current quarter under review.

Pursuant to the Company’s corporate exercise, the Company has on 10 January 2003 allotted, issued and credited into the respective shareholders’ central depositary system accounts, 20,000,000 new ordinary shares made up of the following:- 

a. the Tier 2 Bonus Shares of 10,000,000 new shares at par value of RM1.00 each; and 

b. the Rights Issue of 10,000,000 new Rights Shares issued at the price of RM1.10 per rights shares

The abovementioned 20,000,000 new shares and the existing issued and paid-up Capital of 40,000,000 shares, totalling 60,000,000 shares were transferred and quoted on the Main Board of the KLSE on 21 January 2003. 

A7.
DIVIDEND PAID

No dividend has been paid since the payment of dividend made on 19 July 2002 in respect of financial year ended 31 December 2001. 

A8.
SEGMENTAL REPORTING

Segmental analysis of the results and assets employed for 3 months ended 31 March 2003.

	Business Segment
	Construction

(RM’000)
	Property Development

(RM’000)
	Eliminations

(RM’000)
	Consolidated

(RM’000)

	Revenue from external customers
	3,883
	7,577
	
	11,460

	Inter-segment revenue
	8,428
	703
	(9,131)
	

	Total Revenue
	12,311
	8,280
	(9,131)
	11,460

	Segment result
	746
	1,200
	142
	2,088

	Unallocated expenses
	
	
	
	(249)

	Interest income
	
	
	
	234

	Operating profit
	
	
	
	2,073

	Interest expense
	
	
	
	-

	Other bank charges
	
	
	
	(12)

	Profit Before Tax
	
	
	
	2,061

	Tax expense
	
	
	
	(579)

	Minority interest
	
	
	
	(36)

	Pre-acquisition profit
	
	
	
	-

	Net Profit for The Year
	
	
	
	1,446


	Segment assets
	42,588
	66,609
	(18,678)
	90,519

	Investment in associated and joint ventures
	
	
	
	18,695

	Unallocated assets
	
	
	
	

	Total assets
	
	
	
	109,214


	
	Construction

(RM’000)
	Property Development

(RM’000)
	Eliminations

(RM’000)
	Consolidated

(RM’000)

	Segment liabilities
	25,103
	30,729
	(44,482)
	11,350

	Unallocated liabilities
	
	
	
	2,413

	Total liabilities
	
	
	
	13,763

	Capital expenditure
	74
	2
	
	76

	Impairment losses
	
	
	
	

	Reversal of impairment losses
	
	
	
	

	Depreciation and amortisation
	268
	257
	
	525

	Non-cash expenses other than depreciation and amortisation
	
	
	
	


Geographical Segments

	Turnover
	Hong Kong

(RM’000)
	Malaysia

(RM’000)
	Total

(RM’000)
	Consolidated

(RM’000)

	Revenue from external customers by location of customers
	2,915
	8,545
	11,460
	11,460

	Segment assets by location of assets
	14,210
	95,005
	109,215
	109,215

	Capital expenditure by location of assets
	60
	16
	76
	76


Note: Exchange rate base on RM0.4833 = HK$1.00

A9.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

A10.
SUBSEQUENT MATERIAL EVENTS

There were no subsequent material events as at the date of this report that will affect the financial results of the current quarter under review save for that already disclosed below and in Note B11:

a
acquisition of 34 parcels of bungalow land located at HS(D)10305-10312, 10314, 10317-10322, 10324-10334, 10485-10492, PT Nos. 11128-11135, 11137, 11140-11145, 11147-11157, and 11308-11315 respectively all in the Mukim Bentong, Daerah Bentong, Negeri Pahang on 30 January 2003 for a consideration of RM1,800,000;

b.
On 12 May 2003, Ken Projects Sdn Bhd (“KPSB”), a wholly-owned subsidiary of the Company entered into a Share Sale Agreement (SSA) with NCK Corporation Berhad (Special Administrators appointed) to acquire the entire equity interest in Hock Hup Developments (Sdn) Bhd (Hock Hup) for a cash consideration of RM14,170,000 (“Cash Consideration”). The Cash Consideration was arrived at on a willing-buyer-willing-seller basis after taking into consideration the net tangible assets based on the management accounts of Hock Hup as at 30 April 2003 and adjusted for provision for deferred tax. The Cash Consideration will be satisfied entirely via internally generated funds. Save for the liabilities of Hock Hup as at 30 April 2003, there 

are no other liabilities to be assumed by KPSB as a consequence of the Proposed Acquisition. The SSA is conditional upon securing the necessary approvals of the relevant authorities such as the Securities Commission, Foreign Investment Committee and the Shareholders of the Company.

A11.
CHANGES IN THE COMPOSITION OF THE GROUP
a.
Support Capital Sdn Bhd (SCSB), a wholly-owned subsidiary of the Company has acquired 230,400 ordinary shares in Kenly (HK) Ltd (Kenly), a subsidiary of the Company on 27 February 2003 for a cash consideration of HK$57.60 (equivalent to RM28.80). 

With the above acquisition, the Company’s shareholdings in Kenly shall be increased from 51% to 57.6% comprising 740,000 shares (21.2%) in Kenly held by SCSB and 1,275,000 shares (36.4%) in Kenly held by the Company. 

c. On 17 March 2003 the Company disposed off its 36.4% equity interest in Kenly comprising 1,275,000 ordinary shares of HK$1/- each to SCSB at a consideration of HK$1,275,000.00, equivalent to RM624,750.00. The acquisition was to streamline its investment in Kenly under SCSB and the consideration was based on the par value of Kenly’s shares subscribed by the Company for the 1,275,000 ordinary shares of HK$1/- each. 

The disposal will render SCSB to be the holding company of Kenly holding 57.6% equity interest comprising 2,015,400 ordinary shares of HK$1/- each in Kenly and the Company as the ultimate holding company of Kenly. 

A12.
CHANGES IN CONTINGENT LIABILITIES OR CONTINGENT ASSETS
	
	
	Quarter    Ended

31.03.2003

RM’000
	Financial Year Ended 31.12.2002

RM’000

	A
	Contingent Liabilities
	
	

	
	
	
	

	
	Corporate guarantee for credit facilities and guarantee granted to subsidiaries of the company 
	4,346
	3,170

	B
	Contingent Assets
	
	

	
	
	
	

	
	There were no contingent assets as at the end of the current quarter and at the last annual balance sheet date.


B.
KLSE LISTING REQUIREMENTS
B1.
REVIEW OF THE PERFORMANCE

A comparison of the results of current quarter, ended 31 March 2003 and the corresponding periods in the preceding year is as follows: 

	
	Current Year Qtr

01/01/03-31/03/03

(RM’000)
	Preceding Year Qtr

01/01/02-31/03/02

(RM’000)
	Current Year  1/01/03-31/03/03

(RM’000)
	Preceding Year  01/01/02-31/03/02

(RM’000)

	Turnover

Profit before tax

Profit after tax (before Minority Interest)

Profit after tax (after Minority Interest)
	11,460

2,061

1,482

1,446
	20,225

3,881

2,727

2,785
	11,460

2,061

1,482

1,446
	20,225

3,881

2,727

2,785


The turnover for the current quarter at RM11.5 million was lower than the preceding year corresponding quarter as the volume of projects recorded in the preceding year corresponding quarter were completed in the preceding year. Similarly, the profit after tax was also below the level of the preceding year comparative period.  

B2.
MATERIAL CHANGES IN THE QUARTERLY RESULTS
A comparison of the quarterly results of the current and preceding quarter is as follows: 

	
	
	
	Current Quarter

01/01/03-31/03/03

(RM’000)
	Preceding Quarter

01/10/02-31/12/02

(RM’000)

	
	Profit before tax

Profit after tax (before Minority Interest)

Profit after Minority Interest
	
	2,061

1,482

1,446
	1,855

1,227

1,315


The level of profit in the current quarter was generally higher than the preceding quarter. This was attributable the higher level profit contributed by the property development activities which were higher compared to that of the preceding quarter. 

B3.
PROSPECTS

The Company through its subsidiaries are undertaking the construction and development of a residential and commercial development in Seri Kembangan, Serdang, Selangor. 

One of the subsidiaries of the Company has also entered into a joint-venture agreement to undertake the development of low-cost apartments in Shah Alam and is in line with the Selangor State Government’s plan to achieve Squatters free status by 2005. The project is expected to commence this year and to be completed before 2005.

The revenue from said developments is expected to contribute favourably to the Group’s performance for the year 2003. 

B4.
VARIANCES FROM PROFIT FORECAST AND PROFIT GUARANTEE


Not applicable as there were no profit forecast and profit guarantee published.

B5.
TAXATION

	
	
	Quarter Ended

31.03.2003

RM’000
	3 month Cumulative

31.03.2003

RM’000

	
	Taxation comprises
	
	

	
	
	
	

	
	Current year tax 
	575
	575

	
	Under provision in respect of prior year
	4
	4

	
	
	579
	579

	
	
	
	

	
	



The effective tax rate of the Group for the current financial quarter is about 28% due to the under provision of tax of RM4,295 in respect of prior year. The effective rate should be lower than the statutory rate in view of the revised corporate tax rate for companies with paid-up capital of RM2.5 million and below where the rate had been reduced for year of assessment 2003. 

B6.
SALES OF UNQUOTED INVESTMENTS AND PROPERTIES

There were no sales of unquoted investments and properties for the current quarter and financial year-to-date save as disclosed in previous quarter.

B7.
PARTICULARS OF PURCHASE OR DISPOSAL OF QUOTED SECURITIES
(a) There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

(b) The details of investments in quoted securities at the end of the reporting period are as follows:-

	Particulars
	        
	(RM’000)
	

	Total Investment at Cost
	
	120
	

	Total investment at carrying value/book value    
	
	42
	

	Total investment at market value at end of reporting period
	
	30
	


B8.
THE STATUS OF CORPORATE PROPOSALS
Pursuant to the Company’s proposed corporate exercise announced on 11 April 2000, the Company has completed the said exercise as follows:-

i.
The Tier 1 Bonus Shares of 20,000,000 new shares has since been allotted, issued and credited into the respective shareholders’ central depository system accounts and notice of allotment dated 13 November 2002; 

ii.
The Tier 2 Bonus Shares of 10,000,000 new shares and the Rights Issue of 10,000,000 new Rights Shares issued at the price of RM1.10 have since been allotted, issued and credited into the respective shareholders’ central depositary system accounts on 10 January 2003;

iii.
The new shares of 40,000,000 as per items (i) and (ii) above together with the existing 20,000,000 shares, totalling 60,000,000 shares were transferred and quoted on the Main Board of the KLSE on 21 January 2003. 

B9.
BORROWINGS AND DEBT SECURITIES
Group borrowing at the end of the current quarter of 31 March 2003 was as follows:-

a.  Short Term borrowings (secured)

RM Nil (HK$ Nil)

In respect of credit facility granted to



a subsidiary in Hong Kong (HK)

b.
Long term borrowings



RM Nil (HK$ Nil) 


Note: Exchange rate base on RM0.4833 = HK$1.00

There were no borrowings or debt securities as at the date of this report. 

B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk as at the date of this report other than the disclosure as per note A12. 

B11.
MATERIAL LITIGATION
(a) In 1997, a subsidiary company has instituted legal action against a third party for RM1.7 million arising from breach of the Settlement Agreement and claim for disputed expenses incurred on behalf of the third party. The third party had made counterclaims over the alleged non-compliance with the terms of the Settlement Agreement. At the hearing for the breach of the Settlement Agreement and the counterclaim on 30 December 2002 a consent judgement was recorded in favour of the subsidiary company for the sum of RM245,000 and the third party further agrees to discontinue the counterclaim and no order as to cost. 

In respect of disputed expenses claimed by the subsidiary, the claim has been submitted for arbitration which was granted by the High Court. However, there was an appeal against the order of the High Court to the Court of Appeal but the said appeal was dismissed and the subsidiary has applied for an order from the High Court to proceed with arbitration. As part of an amicable global settlement, the third party had also agreed to amicably resolve the disputed expenses within 6 months from 30 December 2002 and should the attempt to settle the claim be unsuccessful, arbitration proceedings shall commence immediately upon the expiry of the six months. The third party shall also discontinue its appeal against the order of the High Court to the Court of Appeal. 
B12.
DIVIDENDS


The Board has recommended a first and final dividend of 5% less tax of 28% (2001: 5% tax exempt) amounting to RM2,160,000.00 in respect of the year ended 31 December 2002 based on the enlarged paid-up capital of 60,000,000 ordinary shares. The proposed dividend shall be subject to approval of the shareholders at the forthcoming Annual General Meeting to be held on a date, which shall be announced later. The Board does not recommend any interim dividend for the current quarter under review (2002: Nil). 

B13.
EARNINGS PER SHARE

	
	
	Quarter Ended 31.03.2003
	
	3 months Ended 31.03.2003

	a
	Basic Earnings
	
	
	

	
	
	RM’000
	
	RM’000

	
	Net profit attributable to shareholders
	1,446
	
	1,446

	
	
	
	
	

	
	
	‘000
	
	‘000

	
	Number of ordinary shares in issue
	60,000
	
	60,000

	
	Basic earnings per share (sen)
	2.41
	
	2.41

	
	
	
	
	

	b
	Diluted earnings 

Weighted average number of ordinary shares outstanding
	-
	
	-

	
	Diluted earnings per share (sen)
	-
	
	-


By order of the Board,

…………………………..

CHOW CHOOI YOONG

Company Secretary

Date : 23 May 2003
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