KKB ENGINEERING BERHAD (26495-D)

NOTES TO THE QUARTERLY FINANCIAL STATEMENTS FOR QUARTER ENDED 30 SEPTEMBER 2002:-

Selected explanatory notes pursuant to para. 16, MASB 26 Interim Financial Reporting

1. Accounting policy and methods of computation

The interim financial statements are unaudited and have been prepared in accordance with MASB 26, Interim Financial Reporting, and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are adopted in preparing the interim financial statements as compared with the audited financial statements for the year ended 31 December 2001.

2. Declaration of audit qualification

The audited financial statements for the year ended 31 December 2001 were not qualified.

3. Seasonal or cyclical factors 

The business operations of the Group are not materially affected by any seasonal or cyclical factors.
4. Items affecting assets, liabilities, equity, net income or cash flows

There were no items affecting the assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

5. Changes in estimates of amounts reported in prior interim periods of the current and prior financial years 

There were no significant changes in estimates of amounts reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current interim period.

6. Issuance, cancellations, repurchases, resale and repayments of debt and equity securities

During the current financial period under review and year to date, the company issued, pursuant to its Employees’ Share Option Scheme (“ESOS”), a total of 15,000 and 218,000, respectively, ordinary shares of RM1.00 each. Saved as disclosed above, there were no other issuance and repayments of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year to date.

7. Dividends paid 

A final dividend of 4%, tax exempt, amounting to RM1,897,880 in respect of ordinary shares for the financial year ended 31 December 2001 was paid by the Company on 15 August 2002.

8. Segment revenue and segment result by business segments 

The segment revenue and segment results for business segments for the current financial year to date are as follows:

	
	Manufacturing

RM ’000
	
	Engineering

RM ’000
	
	Consolidation adjustments

RM ’000
	
	Consolidated

RM ’000

	Revenue 
	25,957
	
	13,397
	
	(3,901)
	
	35,453

	Results
	5,187
	
	(2)
	
	30
	
	5,215

	Unallocated corporate expense
	
	
	
	
	
	
	(3,703)

	Operating profit
	
	
	
	
	
	
	1,512

	Other income
	
	
	
	
	
	
	437

	Share of Associated results
	
	
	
	
	
	
	95

	Profit before income tax
	
	
	
	
	
	
	2,044


9. Valuations of property, plant and equipment 

The valuations of property have been brought forward, without amendment from the previous audited financial statements except for the net book values of the property, plant and equipment where depreciation has been provided for in the current quarter and financial year to date. Any additions to the property, plant and equipment are carried at costs less depreciation charges for the current quarter and financial year to date.
10. Material subsequent events
There has not arisen in the interval between the end of the current quarter and the date of this announcement, any item, transaction or event of a material and unusual nature which is likely to affect substantially the results of the operations of the Company or of the Group for the quarter ended 30 September 2002 in respect of which this announcement is made.
11. Changes in composition of the Group

In September 2002, the Group through its subsidiary company, Harum Bidang Sdn. Bhd., entered into a conditional Sale and Purchase agreement to acquire the entire issued and paid-up share capital of DPI Coatings and Chemical Sdn. Bhd. for a total cash consideration of RM2.16 million.

Saved as disclosed above, there were no other changes affecting the composition of the Group for the current quarter and financial year to date
12. Changes in contingent liabilities or contingent assets

There are no contingent liabilities or contingent assets as at the date of this announcement.
Additional information required pursuant to Appendix 9B of the KLSE Listing Requirements

13. Review of performance 

The Group’s year to date revenue decreased marginally by RM237K to RM35.45 million as compared to RM35.69 million achieved in the previous year’s corresponding period. Despite the lower revenue, its pre-tax profit has made a marginal rebound to notch an increment of RM308K, or 17% improvement, to reach RM2.04 million as compared to the previous corresponding year to date amount of RM1.74 million. The improved results were mainly due to improved margins arising from effective management of raw materials costs.

14. Material changes in the quarterly results compared to the results of the preceding quarter
The Group’s revenue and pretax profit of RM12.76 million (Q2 2002: 12.08 million) and RM1.45 million (Q2 2002: RM436K), respectively, were 5.6% and 233%, respectively, higher compared with the preceding quarter. This has been achieved on the back of an improvement in demand for the LPG cylinders as well as increased selling prices. 
15. Prospects 

The prospects for the next quarter remain challenging against a prolonged economic slowdown. Moreover, the Group is mindful of volatility of raw material steel prices, which will continue to impact on its performance. In the meantime, the Group will continue to maintain its effort on cost management, product quality and operational efficiency to remain competitive and at the forefront of the industry. Barring any unforeseen circumstances, the Board is confident of maintaining a satisfactory set of results for the remaining quarter of the year.

16. Variances from profit forecast and profit guarantee 

Not applicable to the Company as no profit forecast and profit guarantee was published.

17. Taxation 

	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Preceding year
	
	
	Preceding year

	
	Current year
	corresponding
	
	Current year
	corresponding

	
	quarter
	quarter
	
	to date
	period

	
	30/09/2002
	30/09/2001
	
	30/09/2002
	30/09/2001

	Malaysian taxation
	RM
	RM
	
	RM
	RM

	- current taxation
	550,980
	208,000
	
	812,980
	778,000

	- over provision in respect of prior years
	(1,600)
	-
	
	(875,375)
	-

	- deferred taxation adjustment
	-
	(120,000)
	
	-
	(300,000)

	- share of taxation of associated company
	-
	-
	
	28,640
	-

	
	549,380
	88,000
	
	(33,755)
	478,000


The disproportionate tax charge for the current quarter is primarily due to certain disallowed expenses for taxation purposes.
18. Sale of unquoted investments and/or properties

There were no sales of unquoted investments and/or properties for the current quarter and financial year to date.

19. Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the current quarter and financial year to date.

20. (a) Corporate proposals

There were no new corporate proposals announced which have not been completed as at the date of this announcement.

(b) Status on utilisation of proceeds 

The Company has utilized RM4.83 million, or approximately 61.7%, of the proceeds of the Rights Issue as at 30 September 2002, for the upgrading of the LPG cylinder plant as well as working capital for the steel pipes manufacturing plant and to defray expenses incurred pursuant to its Bonus and Rights Issue exercise.

21. Group borrowings and debt securities 

Total group borrowings as at 30 September 2002 are as follows: -

Unsecured Borrowings (denominated in Ringgit Malaysia)
 RM’000

Short Term

Bankers’ acceptances
7,940











=====

22. Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 30 September 2002 and as at the date of this announcement.

23. Material litigation

There are no pending material litigation as at the date of this announcement.

24. Dividend

No interim dividend has been recommended for payment for the financial year to date.

25. Earnings per share

	
	Quarter Ended
	
	9 Months Ended

	
	30/9/2002
	
	30/9/2002

	
	RM
	
	RM

	Net profit attributable to ordinary shareholders
	918,351
	
	2,158,931

	Basic:
	Shares
	
	Shares

	Number of ordinary shares in issue as of 1 July/1 January 2002

Effect of the exercise of ESOS
	47,447,000

15,000
	
	47,244,000

135,444

	Weighted average number of ordinary share in issue
	47,462,000
	
	47,379,444

	Basic earnings per share (sen)
	Sen

1.93
	
	Sen

4.56

	Fully diluted:
	Shares
	
	Shares

	Weighted average number of ordinary share in issue
	47,462,000
	
	47,379,444

	No. of unissued ordinary shares

No. of ordinary shares that would have been issued at fair value
	1,290,000

(1,139,836)
	
	1,290,000

(1,100,061)

	Adjusted weighted average number of ordinary share for calculating fully diluted earnings per ordinary share
	47,612,164
	
	47,569,383

	Fully diluted earnings per share (sen)
	Sen

1.93
	
	Sen

4.54
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