KPS CONSORTIUM BERHAD (Formerly known as Hai Ming Holdings Berhad)

(“KPSCB” or the “Company”) and Group of Companies (“The Group”)

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 financial period ended 31 December 2002.

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

2. Annual Report of the Group’s Preceding Annual Financial Statements

The audit report of the Group’s most recent annual audited financial statements for the period ended 31 December 2002 was not qualified.

3. Seasonal or cyclical factors

The operations of the Group have thus far not been materially affected by the seasonal and cyclical factors.

4. Unusual items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period under review because of their nature, size or incidence.   

5. Changes in estimates

There were no changes in the estimate of amounts reported in prior quarter in the current financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.

6. Debt and equity securities

The Company issued the following debt and equity securities during the preceding financial period (in October 2002) pursuant to the acquisition of KPS Plywood Sdn Bhd (formerly known as Koh Poh Seng Plywood Co (M) Sdn Bhd) and its group of companies and debt settlement with the Group’s bank lenders:
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	(a)
	Equity issued
	
	
	

	
	
	No
	
	RM

	
	New ordinary shares of RM1.00 each in the Company
	
	
	

	
	· For the Acquisitions of KPS Plywood Sdn Bhd    group of companies

· Debt Settlement
	99,800,000

18,752,000
	
	99,800,000

18,752,000

	
	
	118,552,000
	
	118,552,000

	
	
	
	
	

	(b)
	Debt securities issued
	
	
	

	
	
	Nominal value of RM1.00 each

	
	Redeemable Convertible Secured Loan Stocks
	
	RM19,953,000

	
	Irredeemable Convertible Unsecured Loan Stocks
	
	RM14,876,000


7. Dividends paid

There were no dividends paid during the financial period.

8. Segment Reporting

	
	- Revenue-
	
	

	
	Internal

RM’000
	External

RM’000
	Total

RM’000
	Profit/(loss) before tax

RM’000

	Manufacturing
	3,436
	13,670
	17,106
	770

	Trading
	12,235
	49,386
	61,621
	3,757

	Investment holding
	-
	-
	-
	(591)

	Others
	-
	-
	-
	(67)

	Total
	15,671
	63,056
	78,727
	3,869

	Elimination
	(15,671)
	-
	(15,671)
	-

	Consolidated
	-
	63,056
	63,056
	3,869

	
	
	
	
	

	Financing cost
	
	
	
	(1,147)

	Interest income
	
	
	
	186

	Total
	
	
	
	2,908


The activities of the Group are carried out in Malaysia and as such segmental reporting by geographical location is not presented.

9. Property, plant and equipment

The valuation of land and buildings has been brought forward, without amendment from the recent audited financial statements for the year ended 31 December 2002.
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10. Material events subsequent to the balance sheet date

There are no other material events subsequent to the end of the interim period that have not been reflected in the financial statements.

11. Changes in composition of the Group

There was no change in the composition of the Group during the financial period.

12. Changes in contingent liabilities

Corporate guarantees issued to financial institutions and suppliers for banking and credit facilities respectively granted to subsidiary companies remained at RM4.1million as at 31 March 2003 [December 2002: RM4.1 million].

Additional information required by the KLSE’s Listing Requirements

1. Review of performance

Both manufacturing and trading of tissue products as well as trading of woodfree paper and general trading are still being undertaken by the Group after the completion of the acquisition of KPS Plywood Sdn Bhd group of companies.  With the completion of the restructuring exercise the Group has added the trading of plywood and building materials as well as manufacturing of timber doors and other timber products as its principal activities. 

The Group’s financial year end was changed from April to December to be co-terminous with the newly acquired subsidiary companies.  In view of this, there are no comparative figures.  

Nevertheless, the Group’s profit before taxation and exceptional item for the financial period ended March 2003 has improved substantially as compared to the previous 1st quarter to July 2002 [March 2003: Profit of RM2,908,140; July 2002: Loss of RM595,870] principally due to higher revenue from the newly acquired subsidiary companies of the KPS Plywood Sdn Bhd group and the substantial interest savings arising from reduction in the outstanding bank borrowings and lower interest rates.

2. Variation of results against immediate preceding quarter

The Group had registered a profit before tax and exceptional item of RM2,908,140 for the 1st quarter of the financial period as compared to RM889,968 in the immediate preceding 2-mths of financial period mainly due to better results recorded by the newly acquired subsidiary companies, cost savings in the existing subsidiary companies and longer accounting period this quarter.

3. Current year prospects

Barring unforeseen circumstances, the Group is expected to perform better in the current financial year with the consolidation of the full year’s results of the newly acquired subsidiary companies.   

4. Taxation

The following is the breakdown of the tax charge for the current 1st quarter and financial period-to-date:-

	
	Quarter ended

 31 March/ To-Date

RM

	Income tax expense

- current
	(1,191,105)

	- prior year
	9,872

	
	(1,181,233)


      Current Quarter period ended 31 March 2003

Reversal of tax provision due to over provision made in the previous quarter.

Additional information required by the KLSE’s Listing Requirements

5. Unquoted investments and/or properties

There was no disposal of unquoted investments or properties for the first quarter period ended 31 March 2003.

6. Quoted investments

There were no investments in quoted securities as at the end of the reporting period.

7. Status of corporate proposals announced

(a) There were no major corporate proposals announced during the 1st quarter period ended 31 March 2003.

(b) The status of utilization of proceeds from any corporate proposal.

This is not applicable.

8. Borrowings and debt securities

Group borrowings and debt securities as at the end of the reporting period:-

Short Term Borrowings

	
	RM’000

	Unsecured

Bank overdrafts/ Bankers’ Acceptances

Revolving credit

Term loan
	-

-

-

	Secured

Bank overdrafts/ Bankers’ Acceptances

Revolving credit

Term loan


	64,266

-

 419

	 
	64,685


Additional information required by the KLSE’s Listing Requirements

Long Term Borrowings

	
	RM’000

	Unsecured

Bank overdrafts/ Bankers’ Acceptances

Revolving credit

Term loan

Irredeemable Convertible Unsecured Loan Stocks of      nominal value of RM1.00 each (“ICULS”)
	-

-

14,876

	Secured

Bank overdrafts/ Bankers’ Acceptances

Revolving credit

Term loan

Redeemable Convertible Secured Loan Stocks of nominal value of RM1.00 each (“RCSLS”)
	-

2,496

19,953

	 
	37,325

	
	

	Total Borrowings
	102,010


9. Off balance sheet financial instruments

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

10. Material litigation

There was no material litigation, which would have a material adverse effect on the financial results.

11. Dividends

The Board of Directors is not recommending any payment of an interim dividend for the current financial period under review.

12. Earnings per share (“EPS”)

(a) Basic EPS

The calculation of basic EPS for the quarter is based on the net profit of RM1,726,733 (1st quarter period ended 31 March 2003) and the weighted average number of ordinary shares in issue during the period of 138,352,000. 

(b) Diluted EPS

The calculation of diluted EPS for the quarter is based on the adjusted net profit of RM2,008,848 (1st quarter period ended 31 March 2003) and the adjusted weighted average number of ordinary shares in issue during the period of 160,536,076 based on the assumption that all the ICULS and RCSLS are converted at the beginning of the period.

Prepared by:

LAU FOOK MENG

Executive Director

29 May 2003
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