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 accordance with the reporting requirements outlined in the Financial Reporting Standards 134 – ‘Interim Financial Reporting’ issued by the Malaysian Accounting Standards Board (“MASB”).

At the beginning of the current financial year, the Company had adopted new and revised Financial Reporting Standards (FRSs), which are mandatory for financial periods beginning on or after 1 January 2008.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2008.

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 2008.

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

The auditors’ report of the Group’s most recent annual audited financial statements for the year ended 31 December 2008 was unqualified.

3. 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.

4. Debt and equity securities

During the current reporting period, the term loans were repaid by the following company:-

	Company
	Nature
	Amount

RM’000

	Paragon Paper Mill Sdn Bhd
	Term Loan
	150


5. Dividends paid

There were no dividends paid during the financial period.

NOTES TO THE INTERIM FINANCIAL REPORT (CONT’D)

6. Segmental Reporting

	
	3-months ended 31 Mar 2009 



	
	- Revenue-
	
	

	
	Internal

RM’000
	External

RM’000
	Total

RM’000
	Profit/(loss) before tax

RM’000

	Paper milling
	5,761
	3,370
	9,131
	686

	Paper converting
	-
	7,304
	7,304
	38

	Trading building materials
	2,818
	49,961
	52,779
	3,073

	Investments/ Management
	-
	-
	-
	(102)

	Trading - Others
	158
	6,594
	6,752
	121

	Unallocated Corp. expenses
	-
	-
	-
	-

	Total
	8,737
	67,229
	75,966
	3,816

	Elimination
	(8,737)
	-
	(8,737)
	-

	Consolidated
	-
	67,229
	67,229
	3,816 

	Financing cost
	
	
	
	(404)

	Interest Income
	
	
	
	25

	Profit before tax
	
	
	
	3,437

	Income tax
	
	
	
	(683)

	Profit after tax
	
	
	
	2,754


Trading building materials division include manufacture and sale of printed laminated plywood business which was taken over by I’Kranji Industries Sdn Bhd in the 4th quarter 2008 as payment for debts owing to one of KPS Consortium Berhad subsidiaries.

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

7. 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 2008.

8. Material events subsequent to the balance sheet date

There are no other material events subsequent to the balance sheet date that has not been reflected in the financial statements.

NOTES TO THE INTERIM FINANCIAL REPORT (CONT’D)

9. Changes in composition of the Group

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

10. Changes in contingent liabilities

Corporate guarantees issued to financial institutions and suppliers for banking and credit facilities respectively granted to subsidiary Companies amounted to RM23.4 million (2008: RM23.4 million)

Additional information required by the BMSB’s Listing Requirements

1. Review of performance

The Group recorded revenue of RM67.0 million for the 1st quarter to 31 March 2009 as compared with RM86.0 million recorded in the preceding year corresponding quarter.

Paper milling division turnover was RM2.8 million was lower from previous year’s corresponding quarter of RM3.3 million, paper converting division turnover of RM7.3 million compared with RM10.0 million for previous 2008 quarter, building materials division recorded reduction in turnover of RM49.9 million compared with 2008 1st quarter RM67.0 million and general trading divisions reported slight increase turnover of RM6.5 million compared with preceding year’s quarter 6.1 million.

Profit after taxation for 1st quarter was RM3.4 million compared with profit RM2.0 million for the preceding year’s 1st quarter.  

Paper milling and trading building materials division achieved better profit margins resulting in increase profits for the 1st quarter compared with previous year’s quarter.

2. Variation of results against immediate preceding quarter

The Group recorded a profit before taxation and interests and before discontinued operations of RM3.8 million for the 1st quarter as compared to a loss of RM2.6 million recorded in the preceding 4th quarter ended 31 Dec 2008.

Comparison of current and immediate preceding quarter is as follows –

	
	Paper Milling

RM’000
	Paper Converting

RM’000
	Building Materials Trading

RM’000
	Investment & Management

RM’000
	Other Trading

RM’000

	Profit before tax/interest

- current quarter
	686
	38
	3,073
	(102)
	121

	- preceding quarter
	205
	(495)
	(2,357)
	(71)
	42

	Difference
	481
	533
	5,430
	(31)
	79


Additional information required by the BMSB’s Listing Requirements (Cont’d)

The 1st quarter results compared to previous 4th quarter were higher as 4th quarter was affected by the current world economic turmoil, which affected sales and profit margins.  The 4th quarter results also include provision for doubtful debts of RM3.0 million and provision for slow moving stocks write-down of RM0.74 million.

3. Profit Forecast

There were no profit forecasts for the current period.

4. Taxation

	
	3-months ended 

31 Mar 2009

RM’000

	Income tax expense

- current
	683

	- prior year
	-

	- deferred tax
	-

	
	683


The provision for income tax is due to certain subsidiary Companies whose profits are subject to income tax.

5. Unquoted investments and/or properties

There were no disposals of unquoted investments or properties for the quarter under review.  

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 reporting period to date.

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

This is not applicable.

Additional information required by the BMSB’s Listing Requirements (Cont’d)

8. 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
	41,640

816

	HP Creditors
	238

	 
	42,694


Long Term Borrowings

	
	RM’000

	Secured

Term loan 
	409

	HP Creditor
	151

	 
	560

	
	

	Total Borrowings
	43,254


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.

Additional information required by the BMSB’s Listing Requirements (Cont’d)

12. Earnings per share (“EPS”)

(a) Basic EPS

The calculation of basic EPS for continuing operations the current period is based on the profit of RM2.75 million (3-months to 31 Mar 2009) and the weighted average number of ordinary shares in issue during the current quarter of 147,827,158 ordinary shares.   

(b) Diluted EPS

No disclosure is requires as the Company does not have any potential ordinary shares.

By Order of the Board:

Lau Fook Meng

Executive Director

28 May 2009

Klang
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