KEN HOLDINGS BERHAD (106173-M)

UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2004



A.

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT –    MASB 

A1.
ACCOUNTING POLICIES
The interim financial statements are unaudited and have been prepared in accordance with the requirement of MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements and of Bursa Malaysia Securities Berhad (Bursa Malaysia). 

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 2003 except for the adoption of MASB 32, Property Development Activities.

The adoption of MASB 32 does not have any material effect on the financial results of the Group for the current or prior periods. The comparative amounts as at 31 December 2003, however have been restated as follows:

	
	As previously stated
	Reclassifications
	Restated

	
	RM’000
	RM’000
	RM’000

	Inventories
	  5,844
	(1,311)
	  4,533

	Property development costs
	53,473
	(1,542)
	51,931

	Receivables
	20,330
	2,853
	23,183


	


A2.
AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 31 December 2003 was not qualified.

A3. 
SEASONAL OR CYCLICAL FACTORS

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 during the financial year ended 31 December 2004.


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.

A6. 
ISSUANCE OR REPAYMENT OF DEBTS AND EQUITY SECURITIES

Other than the issuance of 18,000 new ordinary shares of RM1.00 each that were subscribed and issued at the price of RM1.00 per share during the current financial year pursuant to Ken Holdings Berhad Employees’ Share Option Scheme (ESOS), 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.

A7.
DIVIDEND PAID

A first and final dividend of 5% less tax on 60,180,000 issued and paid-up ordinary shares of RM1.00 each amounting to RM2,166,480 in respect of the financial year ended 31 December 2003 was paid on 18 August 2004.

A8.
SEGMENTAL REPORTING

Segmental analysis of the results and assets employed for 12 months ended 31 December 2004.

	Business Segment
	Construction

(RM’000)
	Property Development

(RM’000)
	Eliminations

(RM’000)
	Consolidated

(RM’000)

	Revenue from external customers
	17,761
	47,818
	          -
	65,579

	Inter-segment revenue
	30,029
	144
	(30,173)
	-

	Total Revenue
	47,790
	47,962
	(30,173)
	65,579

	Segment result
	2,474
	8,620
	(209)
	10,885

	Unallocated expenses
	
	
	
	(348)

	Interest income
	
	
	
	955

	Profit from operations
	
	
	
	11,492

	Finance cost
	
	
	
	(100)

	Profit Before Tax
	
	
	
	11,392

	Taxation
	
	
	
	(4,273)

	Minority interest
	
	
	
	1,004

	Net Profit for the year
	
	
	
	8,123


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.

A11.
CHANGES IN THE COMPOSITION OF THE GROUP
There were no changes in the composition of the Group for the quarter ended 31 December 2004 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operation. 

A12.
CHANGES IN CONTINGENT LIABILITIES OR CONTINGENT ASSETS
	
	
	Quarter  

Ended

31.12.2004

RM’000
	Financial Year Ended 31.12.2003

RM’000

	a
	Contingent Liabilities
	
	

	
	
	
	

	
	Corporate guarantee for credit facilities and guarantee granted to subsidiaries of the company 
	33,795
	18,144

	b
	Contingent Assets
	
	

	
	
	
	

	
	The company through its subsidiary had entered into a Sales and Purchase Agreement on 8 October 2004 to acquire a piece of land at a cash consideration of RM1.7 million and the acquisition was completed in January 2005.


B.
BURSA MALAYSIA LISTING REQUIREMENTS
B1.
REVIEW OF THE PERFORMANCE

A comparison of the results of current quarter ended 31 December 2004 and the corresponding periods in the preceding year is as follows: 

	
	Current Year Qtr

01/10/04-31/12/04

(RM’000)
	Preceding Year Qtr

01/10/03-31/12/03

(RM’000)
	Current Year  01/01/04-31/12/04

(RM’000)
	Preceding Year  01/01/03-31/12/03

(RM’000)

	Revenue

Profit before tax

Profit after tax (before Minority Interest)

Profit after tax (after Minority Interest)
	17,070

3,749

1,731

2,710
	12,277

2,265

1,928

2,207
	65,579

11,392

7,119

8,123
	59,300

9,875

6,813

7,214


The revenue for the current quarter at RM17 million was higher than the preceding year corresponding quarter due to higher level of progress claims generated as compared to the preceding year corresponding quarter. The profit after tax at RM1.7 million was slightly lower than the preceding year corresponding quarter mainly due to allowance for doubtful debts amounting to RM3 million made in the current quarter. The revenue and profit after tax at RM65.6 million and RM7.1 million, respectively for the year ended 31 December 2004 were generally higher than the corresponding preceding period as the revenue from the group’s development projects were higher at the completion stage of the projects compared to the preceding 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

01/10/04-31/12/04

(RM’000)
	Preceding Quarter

01/07/04-30/09/04

(RM’000)

	
	Profit before tax

Profit after tax (before Minority Interest)

Profit after tax (after Minority Interest)
	
	3,749

1,731

2,710
	2,350

1,524

1,581


The profit before tax in the current quarter was higher than preceding quarter mainly due to higher level of progress claim generated as compared to the preceding quarter. 

B3.
PROSPECTS

Demand for residential properties are expected to remain strong in view of the positive economic outlook and lower mortgage rates. The Group had completed the development projects in Seri Kembangan and was handed over in the last quarter of 2004. The Group expects to commence the launch of its landed residential properties, Phase III in Seri Kembangan in 2005. Other projects including residential and commercial properties project in Section 19, Petaling Jaya is expected to be launched in 2005.

The group’s specialist engineering activities continue to be active in slope protection and stabilisation works and the ongoing projects overseas is expected to be completed by 2005. 


The Board of Directors is optimistic that the Group’s performance would continue to be favourable for financial year 2005.

B4.
VARIANCES FROM PROFIT FORECAST AND PROFIT GUARANTEE


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

B5.
TAXATION

	
	
	Quarter Ended

31.12.2004

RM’000
	12 months Cumulative

31.12.2004

RM’000

	
	Taxation comprises
	
	

	
	
	
	

	
	Current year tax 
	2,155
	4,473

	
	Over provision in respect of prior year
	(8)
	(60)

	
	Deferred taxation
	(129)
	(140)

	
	
	2,018
	4,273



The Group’s effective tax rate at 37.5% was higher than the statutory rate as the tax charge that relates to tax on profits of subsidiary companies were not subject to group relief and not available for set-off against tax losses of certain subsidiaries.

. 

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.

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    
	
	12
	

	Total investment at market value at end of reporting period
	
	13
	


B8.
THE STATUS OF CORPORATE PROPOSALS
There were no announced corporate proposals that were not completed as of 22 February 2005.

B9.
BORROWINGS AND DEBT SECURITIES
Group borrowing at the end of the current quarter of 31 December 2004 was as follows:- 

	
	Foreign

Currency

‘000
	RM

Equivalent

‘000

	Short Term Borrowings

Overdraft Facility (Secured)

- denominated in Hong Kong Dollar (“HK$”)

Finance Lease Payables (Secured) - current portion

- denominated in Hong Kong Dollar (“HK$”)

- denominated in Ringgit Malaysia (“RM”)
	5,362

375
	2,617

183

29

	
	
	2,829

	
	
	

	Long Term Borrowings

Finance Lease Payables (Secured) – non-current portion

        - denominated in Hong Kong Dollar (“HK$”)


	125
	61

	        - denominated in Ringgit Malaysia (“RM”)
	-
	30

	
	
	91

	
	
	

	Total
	
	2,920


B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk as at the date of this report. 

B11.
MATERIAL LITIGATION
A subsidiary company has instituted legal action against a debtor for outstanding debts of RM14.4 million in respect of various contract works. An allowance for doubtful debts of RM8.6 million has been made. The debtor has disputed the claim and legal proceedings to recover the debts is in progress. Based on the advice of the lawyers, the directors are of the opinion that the subsidiary has a good claim against the debtor. 

B12.
DIVIDENDS


The Board has recommended a first and final dividend of 5% less tax of 28% (2003: 5% tax less 28%) in respect of the year ended 31 December 2004. 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 (2003:Nil).

B13.
EARNINGS PER SHARE

	
	
	Quarter Ended 31.12.2004
	
	12 months Ended 31.12.2004

	a
	Basic Earnings
	
	
	

	
	
	RM’000
	
	RM’000

	
	Net profit attributable to shareholders
	2,710
	
	8,123

	
	
	
	
	

	
	Weighted average number of ordinary shares
	60,180
	
	60,177

	
	Basic earnings per share (sen)
	4.50
	
	13.50

	b
	Diluted earnings 

Weighted average number of ordinary shares - basic
	60,180
	
	60,177

	
	Effect of unexercised employee shares option scheme
	320
	
	320

	
	Weighted average number of ordinary shares (diluted)
	60,500
	
	60,497

	
	Diluted earnings per share (sen)
	4.48
	
	13.43


By Order of the Board,

…………………………..

Chow Chooi Yoong

Company Secretary

Date : 22 February 2005
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