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A.
Notes to the interim financial report 30 September 2002

______________________________________________________________________

A1. 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 year ended 31 December 2001.

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 year ended 31 December 2001 except for the adoption of MASB 19, Events after Balance Sheet Date whereby the comparative figures have been restated to reflect the impact of the non recognition of dividend proposed after the balance sheet date. The effect of the change is disclosed in the condensed consolidated statement of changes in equity.

A2.
Annual Report of the Group’s Preceding Annual Financial Statements

There were no audit qualifications on the Group’s preceding annual financial statements.

A3.
Exceptional and/or Extraordinary items

There were no exceptional or extraordinary items for the financial period under review.

A4.
Property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from previous annual report.

During the financial period, the Group incurred RM5.3 million for the upgrading of the 6th Floor of Sungei Wang Plaza.

A5.
Inventories

During the nine month period, there was no write-down of inventories.
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A6.
Changes in composition of the Group
On 30 January 2002, Point Merge Sdn Bhd, a wholly owned subsidiary of Landmarks Berhad, completed the acquisition of a 50% plus 1 share interest in Mont Kiara Specialist Centre Sdn Bhd from Consolidated Bond  (M) Sdn Bhd for a cash consideration of RM8.15 million.

On 4 May 2001, Landmarks through its wholly owned subsidiary, Maya Wilayah Sdn Bhd, entered into a subscription agreement with Qualitas Healthcare Corporation Sdn Bhd (“QHC”) and a share sale agreement with Warburg Pincus Ventures LP to respectively acquire 5,675,708 ordinary shares and 4,600,000 convertible preference shares in QHC which would give Landmarks a 34.6% stake in the enlarged equity share capital of QHC for a total investment of RM 8,527,708. Landmarks’ interest in the enlarged ordinary share capital would be 60%. All requisite approvals have been obtained. The consideration is to be satisfied in stages. To date RM4.5 million has been paid which gives Landmarks 54% of the ordinary share capital.

A7.
Dividends paid

Since the end the previous financial year, the Company paid a final dividend of 0.25% less tax totaling RM834,895 in respect of the year ended 31 December 2001 on 28 August 2002.


A8.
Seasonal or cyclical factors

The Group’s business operations are generally not affected by seasonal or cyclical factors. 
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A9.
Segmental information


Revenue
Profit /(Loss) before tax

By industry
9 months ended 


2002
2001
2002
2001


RM'000
RM'000
RM'000
RM'000







Hotels
54,302
60,989
9,749
9,415

Property Investment
38,017
36,286
6,106
27,138

Property Development
18,436
8,919
1,672
2,446

Golf Resort
1,593
1,855
(3,633)
(3,648)

Engineering
-
-
(675)
(501)

Healthcare
314
300
(266)
(500)

Others
4,146
2,138
(27,596)
(14,129)


116,808
110,487
(14,643)
20,221

Group's share of associated companies in Malaysia
-
                 -
2,805
9,734


116,808
110,487
(11,838)
29,955

A10.
Capital commitments

30 September 2002


RM’000

Property, plant and equipment


Authorised but not contracted for
4,844

Contracted but not provided for in the financial statements
1,175


6,019

A11.
Changes in contingent liabilities

The contingent liabilities relating to guarantees extended in support of credit facilities of subsidiaries was reduced from RM51.3 million at 31 December 2001 to RM1.4 million at 30 September 2002 as the related credit facilities have been fully settled. 

A12.
Debt and equity securities

There were no issuance or repayment of debt and equity securities, share buy- backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 30 September 2002, other than the issuance by Ikatan Perkasa Sdn Bhd (IPSB), a wholly owned subsidiary of Landmarks Berhad of RM185.0 million Nominal Value Redeemable Secured Serial Bonds on 24 May 2002 pursuant to the Group debt restructuring exercise.
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A13.
Related party transactions

With substantial shareholders:






Group





Ended 30 September






 2002

2001
    Rental payable

1,042

889


This transaction had been entered into in the normal course of business and had been established under negotiated terms.

A14.
Events subsequent to the balance sheet date

There were no material events subsequent to end of financial period under review.

B.
Additional information – KLSE’s listing requirement

______________________________________________________________________

B1. Review of performance

For the financial period ended 30 September 2002, the Group recorded a 6% increase in its revenue from RM110.5 million to RM116.8 million.  The increase was due substantially to an increase in contribution by Landmarks Land and Properties (Landmarks Land) and Sungei Wang Plaza (SWP). The increase in Landmarks Land was due to a land sale whereas in SWP the increase was substantially due to increase in rental and service charges. The Group’s hotels in Langkawi however recorded lower revenue compared to the previous corresponding period as they were affected by the after effects of the September 11 incident.

Operating profit before interest dropped from RM51.9 million last year to RM25.4 million this year. Included in last year’s operating profit was an exceptional gain of RM18.4 million arising from the disposal of the Group’s investment in Australian Hospital Care Ltd and sales of Mayne Group Ltd (MGL) shares. At the operating level, Landmarks Land and SWP’s profit contribution increased whilst the contributions from The Datai and The Andaman were lower. The costs pertaining to the IPSB bonds  and certain group debt restructuring costs amounting to RM4.8 million were expensed in the second quarter results. Group interest cost is higher due to the borrowings taken in the third quarter of 2001 to fund the Group’s investment in Teknologi Tenaga Perlis Consortium Sdn Bhd which is expected to yield profits for the Group upon commencement of  operations expected to be at the end of the first quarter of 2003. 
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As for the performance of the Group’s associated companies, the share of profit of associates decreased sharply from RM9.7 million in 2001 to RM2.8 million this period. The decrease was primarily due to lower profit contribution from Shangri-La Hotels (Malaysia) Berhad (SHMB).

Overall, the Group recorded a Loss before Tax of RM11.8 million against profit of RM30.0 million in 2001.

B2. Variation of results against preceding quarter

The Group recorded a Pre-Tax Loss of RM2.5 million in the third quarter compared to a Loss of RM14.4 million in the preceding quarter.  The second quarter’s loss was due to negative contributions from the Group’s associated companies and costs pertaining to IPSB bonds and debt restructuring exercise.

B3. Current year prospects

The performance of The Datai and The Andaman for the last quarter of this year are expected to be better than the third quarter. Both hotels are however expected to record lower full year results as compared to 2001.

SWP is expected to improve its operating performance compared to last year.   In the absence of further land sales, Landmarks Land is not expected to show better results in the last quarter. However compared to last year Landmarks Land is expected to register an increase in profits.

Group interest cost is expected to be higher than last year. SHMB expects to be profitable but they are likely to be significantly lower compared to the profit achieved in 2001 of RM21.7 million (without the provisions of RM36.0 million made in 2001 for the diminution in value of the SHMB’s investments in Myanmar).

The disposal of the remaining 3.5 million shares of MGL in October 2002 which resulted in an exceptional loss of RM15.7 million will have an adverse impact on the Group’s result for the fourth quarter. Following a tender exercise the Group has accepted an offer to purchase its Tiara Labuan Hotel and pending completion of its sale a potential loss on disposal of RM10.0 million is expected.

Overall, the Group expects its performance for the financial year 2002 to be lower than 2001.

B4. Profit forecast

Not applicable as no profit forecast was published.
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B5.
Tax expense


3 months ended
9 months ended


30 September
30 September


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

Current tax expenses





Malaysian  - current
268
3,832
3,521
10,252

- prior period


-
-







Deferred tax expense





Malaysian
-
-
-
-













Tax expense on share of profit of associates
876
869
1,356
2,474


1,144
4,701
4,877
12,726

The Group’s effective tax rate is higher than the corporate tax rate as the tax charge relates to tax on profits of certain subsidiaries which cannot be set off against losses of other subsidiaries for tax purposes as group relief is not available.
 

B6.
Unquoted investments and properties

There were no profits or losses on sale of unquoted investments and/or properties for the financial period under review.

B7.
Quoted investments

a) There were no purchases or sales of quoted securities for the financial period               

     under review.

b) Investment in quoted shares as at 30 September 2002 :


Cost
Book Value
Market Value


RM’000
RM’000
RM’000






Total quoted investment




Malaysia
243,043
131,152
117,124

Australia
40,263
40,263
24,835
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B8.
Status of corporate proposals announced

On 13 December 2001, Landmarks announced that Success Sphere Sdn Bhd, a wholly owned subsidiary of Landmarks Berhad, had on 12 December 2001 entered into a Subscription Agreement and a Shareholders Agreement (“the Agreement”) with Mariam Binti Abdullah (“MA”), Shahbina Binti Khurshid Mohamed (“SBK”) and Mayflax Sdn Bhd (“Mayflax”).  Under the Subscription Agreement, Landmarks is to subscribe for 500,001 ordinary shares of nominal value of RM1 each in Mayflax for RM500,001 which would give it 50% plus 1 share equity interest in Mayflax. The acquisition was completed on 21st November 2002.

B9. Borrowings and debt securities

Group borrowings are as follows:


30 September 2002


RM’000

Current


Secured
2,786

Unsecured
                               -


2,786

Non-current


Secured
656,521

Unsecured
                            -


656,521

B10.
Off balance sheet financial instruments
There were no financial instruments with off balance sheet risk as at the date of this report.

B11.
Changes in material litigation

Changes in material litigation as compared to last announcement are as follows:

(a) Suit by Project Usahasama Transit Aliran Ringan Automatic Sdn Bhd [PUTRA] against Landmarks Land & Properties Sdn Bhd (formerly known as PGK Sdn Bhd) [“Landmarks Land”]

The case management date is fixed on 26th February 2003 for pre-trial directions.
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(b) Arbitration proceedings in respect of the sale and purchase agreement for the disposal of shares in President Hotel Sdn Bhd (PHSB) to Dermajaya Properties Sdn Bhd (Dermajaya).

The arbitration proceedings have since been completed and the parties are now awaiting the decision (Award) of the Arbitrator.

B12.
Dividends

The Directors do not recommend any payment of dividend for the financial period ended 30 September 2002.

B13.
Basic earnings per share
The calculation of basic earnings per share for the quarter is based on the net loss attributable to ordinary shareholders of RM18.7 million and the weighted average number of ordinary shares outstanding during the quarter of 463,831,200.

By Order of The Board

MEGAT AL BAKRY MEGAT ISMAIL

LIM YEW HEANG

Secretaries

Shah Alam

27 November 2002
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