KPS CONSORTIUM 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 year ended 31 December 2003.

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 year ended 31 December 2003.

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 year ended 31 December 2003 was not qualified except for the following.

“As mentioned in Note 3(b) to the Financial Statements, the financial statements for a subsidiary Company, Yap Swee Thiam & Sons Industries Sdn Bhd, has been consolidated based on unaudited management financial statements made up to 31 December 2003.  The total contribution of the total assets, total liabilities, revenue and profit after taxation of this subsidiary Company to the Group were RM56,102,116, RM32,159,919, RM47,885,027 and RM3,596,833 respectively.”

The financial statements for the year ended 31 December 2003 for Yap Swee Thiam & Sons Industries Sdn Bhd had subsequently been audited and included in the year 2003 comparative results.

The deviation of financial results between the announcement (including management accounts of Yap Swee Thiam & Sons Industries Sdn Bhd) and Revised Audited Consolidated Results for 31 December 2003 were as follows:-

	
	Announced Group Consolidated Results

RM’000
	Revised Group Consolidated Results

RM’000
	Deviation

RM’000

	Revenue
	290,764
	290,764
	-

	Profit before tax
	13,686
	7,714
	5,972 (a)

	Profit after tax and minority interest
	11,858
	6,493
	5,365 (b)


	(a)
	Include inventories written off/ down

Additional provision for doubtful debts

Goodwill over amortised written back
	RM5.764 million

RM0.700 million

(RM0.492) million

	
	
	RM5.972 million

	(b)
	Include reduction in tax payable of RM0.607 million
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3. Seasonal or cyclical factors

The Group’s sales performance for the fourth quarter was lower by an average of 12.8% compared with the third quarter due to slower activity experienced in the building construction and contracting sectors.

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 has not issued any debt or equity securities during the current quarter.

7. Dividends paid

There were no dividends paid during the financial period.

8. Segment Reporting

	
	12-months ended 31 Dec 2004 



	
	- Revenue-
	
	

	
	Internal

RM’000
	External

RM’000
	Total

RM’000
	Profit/(loss) before tax

RM’000

	Paper milling
	5,093
	12,888
	17,981
	3,296

	Paper converting
	1,381
	23,889
	25,270
	696

	Trading building materials
	35,847
	177,197
	213,044
	5,854

	Timber manufacturing
	3,241
	22,490
	25,731
	1,308

	Investments/ Management
	-
	-
	-
	(2,225)

	Trading - Others
	94
	18,776
	18,870
	422

	Total
	45,656 
	255,240
	300,896
	9,351

	Elimination
	(45,656)
	-
	(45,656)
	-

	Consolidated
	-
	255,240
	255,240
	9,351

	Financing cost
	
	
	
	(4,722)

	Interest Income
	
	
	
	669

	Profit before tax
	
	
	
	5,298


The activities of the Group are carried out in Malaysia and as such segmental reporting by geographical location is not presented.
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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 2003.

10. Material events subsequent to the balance sheet date

On 2 January 2005, the factory located at Lot 46082, Jalan Sungei Tua, Batu 9, Batu Caves of Yap Swee Thiam & Sons Industries Sdn Bhd (YST) was substantially destroyed by fire.  The Company’s assets destroyed are adequately covered by insurance.  

Although the current manufacturing operations were temporary affected by the fire, YST will make alternative arrangements to meet its customers’ orders.

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 amounted to RM15.25 million as at 31 December 2004 [December 2003: RM8.3 million].

Additional information required by the MSEB’s Listing Requirements

1. Review of performance

The Group recorded revenue of RM59.389 million for the 4th quarter to 31 Dec 2004 as compared with RM73.281 million recorded in the preceding year corresponding quarter.

Loss before tax for 4th quarter to 31 Dec 2004 was lower at RM0.25 million compared with a loss of RM0.978 million for preceding year corresponding 4th quarter.  

2. Variation of results against immediate preceding quarter

The Group recorded a loss before taxation of RM0.25 million for the 4th quarter as compared to the profit of RM3.247 million recorded in the preceding quarter ended 30 Sept 2004.  The reduction in profit for the current 4th quarter is due to lower profit margins in the various business activities and also include a loss of RM672,000 on sale of fixed assets..

3. Current year prospects

The Group expects raw material prices to stabilized for the following year 2005 and enabling some price adjustments to be implemented to improve profit margins on our products.

Improvements in revenue and profits will depend on the strength of the building industry performance and economic performance of the country.

4. Profit Forecast

There were no profit forecasts for the current period.

5. Taxation

	
	Individual Quarter

12-months ended 

31 Dec 2004

RM

	Income tax expense

- current
	1,543,015

	- prior year
	-

	
	1,543,015


The provision for income tax is slightly higher than the statutory tax rate due to certain expenses not allowable for tax purposes.

6. Unquoted investments and/or properties

There was no disposal of unquoted investments or properties for the quarter under review and financial period to date.

Additional information required by the MSEB’s Listing Requirements

7. Quoted investments

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

8. Status of corporate proposals announced

(a) There were no major corporate proposals announced during the reporting period to date.

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

This is not applicable.

9. Borrowings and debt securities

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

Short Term Borrowings

	
	RM’000

	Secured

Bank overdrafts/ Bankers’ Acceptances

Term loan
	66,833

5,852

	 
	72,685


Long Term Borrowings

	
	RM’000

	Unsecured

Irredeemable Convertible Unsecured Loan Stocks of      nominal value of RM1.00 each (“ICULS”)
	11,892

	Secured

Term loan

Redeemable Convertible Secured Loan Stocks of nominal value of RM1.00 each (“RCSLS”)
	2,295

19,332

	 
	33,519

	
	

	Total Borrowings
	106,204


Additional information required by the MSEB’s Listing Requirements

10. Off balance sheet financial instruments

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

11. Material litigation

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

12. Dividends

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

13. Earnings per share (“EPS”)

(a) Basic EPS

The calculation of basic EPS for the current quarter is based on the net loss of RM1,562,678 (quarter ended 31 December 2004) and the weighted average number of ordinary shares in issue during the current quarter of 140,252,636 ordinary shares.  

(b) Diluted EPS

The calculation of diluted EPS for the current quarter is based on the adjusted net loss of RM1,414,156 (quarter period ended 31 December 2004) and the adjusted weighted average number of ordinary shares in issue during the period of 171,223,022 ordinary shares. 

By Order of the Board:

Lau Fook Meng

Executive Director

28 February 2005

Klang
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