KEN HOLDINGS BERHAD (106173-M)

UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2007



A.

EXPLANATORY NOTES PURSUANT TO THE INTERIM FINANCIAL REPORT – IN COMPLIANCE WITH FINANCIAL REPORTING STANDARD (“FRS”) 

A1.
BASIS OF PREPARATION
The unaudited interim financial statements have been prepared in accordance with the requirement of FRS 134 Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and Chapter 9 part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) and should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 December 2006.

The significant accounting policies and methods of computation adopted in the unaudited interim financial statements are consistent with those adopted in the Group’s audited financial statements for the year ended 31 December 2006.
The MASB has issued FRS 119, Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures and FRS 6, Exploration for and Evaluation of Mineral Resources for accounting periods beginning 1 January 2007. The adoption of FRS 119, Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures does not have any significant financial impact on the Group and on the Company. Meanwhile, FRS 6 is not applicable to the Group and to the Company.

During the financial year, MASB has also issued the following Financial Reporting Standards (“FRS”) amendment to FRS and IC Interpretations. These are effective for financial years beginning 1 July 2007 and are available for early adoption. 

The Group and the Company have not applied these FRSs, amendments to FRS and IC Interpretations in preparing the financial statements for financial ended 31 December 2007:

	FRSs / Interpretations
	

	
	

	FRS 107, Cash Flow Statements
	

	FRS 111, Construction Contracts
	

	FRS 112, Income Taxes
	

	FRS 118, Revenue
	

	FRS 120, Accounting for Government Grants and Disclosure of Government Assistance
	

	Amendment to FRS 121, The Effects of Changes in Foreign Exchange Rates - Net Investment in a Foreign Operation
	

	FRS 134, Interim Financial Reporting
	

	FRS 137, Provisions, Contingent Liabilities and Contingent Assets
	

	IC Interpretation 1, Changes in Existing Decommissioning, Restoration and Similar Liabilities
	

	IC Interpretation 2, Members’ Shares in Co-operative Entities and Similar Instruments
	

	IC Interpretation 5, Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds
	

	IC Interpretation 6, Liabilities arising from Participating in a Specific Market – Waste Electrical and Electronic Equipment
	

	IC Interpretation 7, Applying the Restatement Approach under FRS 129, Financial Reporting in Hyperinflationary Economies
	

	IC Interpretation 8, Scope of FRS 2
	


The Group and the Company plans to apply the abovementioned FRSs and Interpretations for the annual period beginning 1 January 2008.

The initial application of the other FRSs and Interpretations are not expected to have any material impact on the financial statements of the Group and of the Company.

A2.
AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 31 December 2006 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 current quarter.
A5. 
MATERIAL CHANGES IN ACCOUNTING ESTIMATES


There were no changes in accounting estimates of amounts reported in prior interim period which have a material effect on the current interim period save as disclosed in item A1 above.
A6. 
ISSUANCE OR REPAYMENT OF DEBTS AND EQUITY SECURITIES

Other than the issuance of 5,575,000 new ordinary shares of RM1.00 each that were subscribed and issued at the price of RM1.00 per share during the third quarter of 2007 pursuant to Ken Holdings Berhad Employees’ Share Option (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 and shares under the Employees’ Share Option Scheme (“ESOS”) during the current quarter under review.
A7.
DIVIDEND PAID

A first and final dividend of 5% less tax on 95,575,000 issued and paid-up ordinary shares of RM1.00 each amounting to RM3,488,487 in respect of the financial year ended 31 December 2006 was paid on 23 August 2007.

A8.
SEGMENTAL REPORTING

Segmental analysis of the results and assets employed for 12 months ended 31 December 2007.

	Business Segment
	Construction

(RM’000)
	Property Development

(RM’000)
	Eliminations

(RM’000)
	Consolidated

(RM’000)

	Revenue from external customers
	4,026
	56,175
	          -
	60,201

	Inter-segment revenue
	44,911
	144
	(45,055)
	-

	Total Revenue
	48,937
	56,319
	(45,055)
	60,201

	Segment result
	659
	12,455
	(3,505)
	9,609

	Unallocated income/(expenses)
	
	
	
	(341)

	Interest income
	
	
	
	414

	Profit from operations
	
	
	
	9,682

	Finance cost

Gain on disposal of subsidiary
	
	
	
	(533)
2,693

	Profit Before Tax
	
	
	
	11,842

	Taxation
	
	
	
	(3,412)

	
	
	
	
	

	Net Profit for the year
	
	
	
	8,430


A9.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

The values of property, plant and equipment have been brought forward without amendments from the previous financial statements for the year ended 31 December 2006.
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 as disclosed in item A11 below.
A11.
CHANGES IN THE COMPOSITION OF THE GROUP
There were no changes in the composition of the Group for the quarter ended 31 December 2007 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operation save as disclosed below.

(a) A subsidiary, Kenly (HK) Limited disposed off 1,000 ordinary shares of HK$1/- representing 100% equity interest in Kenly Engineering Limited for a cash consideration of HK$2/- on 2 October 2007.  
A12.
CHANGES IN CONTINGENT LIABILITIES OR CONTINGENT ASSETS
	
	
	Quarter  

Ended

31.12.2007
RM’000
	Financial Year Ended 31.12.2006
RM’000

	A
	Contingent Liabilities
	
	

	
	Corporate guarantee for credit facilities and guarantee granted to subsidiaries of the company 
	1,000
	5,981

	
	
	
	


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

A comparison of the results of current quarter ended 31 December 2007 and the corresponding periods in the preceding year is as follows: 

	
	Current Year Qtr

01/10/07-31/12/07
(RM’000)
	Preceding Year Qtr

01/10/06-31/12/06
(RM’000)
	Current Year  01/01/07-31/12/07
(RM’000)
	Preceding Year  01/01/06-31/12/06
(RM’000)

	Revenue

Profit before tax

Profit after tax (before Minority Interest)
Profit attributable to equity holders of the parent
	13,433
4,554
4,010
4,010
	18,534
3,106
668
668
	60,201
11,842
8,430
8,430
	75,477
9,947
3,867
4,073


The revenue for the current quarter at RM13.4 million was lower compared to the preceding year corresponding quarter. The profit before tax for the quarter at RM4.6 million was higher than the preceding year corresponding period of RM3.1 million. The profit after tax at RM4.0 million was above the preceding year of RM0.7 million arising mainly from the gain on disposal of a subsidiary and completion of its Ken Damansara Condominium 3 project. 
B2.
MATERIAL CHANGES IN THE QUARTERLY RESULTS
A comparison of the quarterly results of the current and preceding quarter is as follows: 

	
	
	
	Current Quarter

01/10/07-31/12/07
(RM’000)
	Preceding Quarter

01/07/07-30/09/07
(RM’000)

	
	Profit before tax

Profit after tax (before Minority Interest)

Profit after tax (after Minority Interest)
	
	   4,554
   4,010
   4,010
	       2,182
       1,475
       1,475


The profit before tax for the current quarter at RM4.6 million was higher than the preceding quarter of RM2.2 million mainly due to the gain on disposal of a subsidiary and completion of its Ken Damansara Condominium 3 project. 
B3.
PROSPECTS


Ken Damansara 3 condominium in SS2 Petaling Jaya and Phase 1A of Ken Rimba Jaya in Shah Alam Selangor have both been completed and handed over in early 2008. The on-going projects which include Ken Bangsar is expected to be completed by the end of 2008. Ken Rimba Jaya Phase 1B and Phase 2 in Shah Alam consisting of mixed residential and commercial development is expected to commence in 2008.
Barring any unforseen circumstances, the Board of directors is of the view that the Group will record favourable performance for the financial year ending 31 December 2008.
B4.
VARIANCES FROM PROFIT FORECAST AND PROFIT GUARANTEE


Not applicable as there were no profit forecast and profit guarantee published.
B5.
TAXATION

	
	
	Quarter Ended

31.12.2007
RM’000
	12 months Cumulative

31.12.2007
RM’000

	
	Taxation comprises
	
	

	
	
	
	

	
	Current year tax 
	           868
	4,606

	
	Deferred taxation
	(324)
	(1,194)

	
	
	544
	3,412



The Group’s effective tax rate at 12% for the current quarter was lower than the statutory rate of 27% mainly due to the disposal of a subsidiary where the gain arising from said disposal has no inference to tax. 
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 item A11 above.
B7.
PARTICULARS OF PURCHASE OR DISPOSAL OF QUOTED SECURITIES
(a) There were no purchases 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    
	
	              6
	

	Total investment at market value at end of reporting period
	
	23
	


B8.
THE STATUS OF CORPORATE PROPOSALS
There were no corporate proposals announced but not completed as of the date of this report.
B9.
BORROWINGS AND DEBT SECURITIES
Group borrowings at the end of the current quarter to 31 December 2007 have been settled and there were no further borrowings reported for the current quarter except for long term borrowings as shown below:- 

	
	
	

	
	Foreign

Currency
	RM

Equivalent

	Long Term Borrowings
	‘000
	‘000

	Advances from shareholders *
	
	

	- denominated in Hong Kong Dollar (“HK$”)
	435
	184

	
	
	184

	
	
	

	
	
	184


* Note: Non-interest bearing.

   Exchange rate based on HK$1.00 = RM0.4238
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) 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 has been fully provided. The debtor has disputed the claim and legal proceedings to recover the debts is in progress and date of hearing has not been fixed. Based on the advice of the lawyers, the directors are of the opinion that the subsidiary has a good claim against the debtor.
(b) In 1997, a subsidiary company has instituted legal action against a third party for disputed expenses incurred on behalf of the third party totalling RM1.0 million. The claim was submitted for arbitration and was completed on 6 September 2006. The arbitrator has awarded RM0.5 million in favour of the subsidiary company. An application has been made to the High Court to remit certain claims which were not allowed by the arbitration under the Award to the arbitrator for reconsideration or to a new arbitrator for re-arbitration. 

B12.
DIVIDEND

The Board has recommended a first and final dividend of 6% less tax of 26% (2006:5% less tax) in respect of the year ended 31 December 2007. 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.
B13.
EARNINGS PER SHARE

	
	
	Quarter Ended 31.12.2007
	
	12 months Ended 31.12.2007

	A
	Basic Earnings
	
	
	

	
	
	RM’000
	
	RM’000

	
	Net profit attributable to shareholders
	4,010
	
	8,430

	
	
	
	
	

	
	Weighted average number of ordinary shares
	95,860
	
	92,613

	
	Basic earnings per share (sen)
	4.18
	
	9.10

	
	
	
	
	

	B
	Diluted earnings
	N/A
	
	N/A

	
	
	
	
	


The effect on the basic earnings per share arising from the assumed exercise of ESOS is not applicable as there were no ordinary shares outstanding since the Company’s ESOS scheme expired on 13 August 2007. 
By Order of the Board,

…………………………..

Chow Chooi Yoong

Company Secretary

Date : 21 February 2008
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