27 May, 2003
4:46:00 PM
LANDMARKS BERHAD

Company No : 185202-H

( Incorporated in Malaysia )

Interim Financial Report

31 March 2003
LANDMARKS BERHAD

A.
Notes to the interim financial report 31 March 2003

______________________________________________________________________

A1. Basis of preparation

This 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 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 year ended 31 December 2002 except for the adoption of MASB 25, Income Tax, whereby the comparative figures have been restated to reflect the impact of the deferred tax recognition. The effect of the changes is disclosed in the condensed consolidated statement of changes in equity by way of prior year adjustment.

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

There were no audit qualifications in the Group’s annual audited financial statements as at 31 December 2002.

A3.
Exceptional and/or Extraordinary items

Notwithstanding the decision of the Board to challenge the Final Award, details of which are as disclosed in Note B11(b), a provision of RM15.0 million was made in the accounts in respect of the Final Award granted by the Arbitrator in favour of Dermajaya Properties Sdn Bhd. The Board believes that it is prudent to make this provision. However this provision is without prejudice to the company’s right to challenge the Award.

A4.
Property, plant and equipment

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

A5.
Inventories

During the financial period, there was no write-down of inventories.
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A6.
Changes in composition of the Group
On 17 January 2003, Maya Wilayah Sdn Bhd, a wholly owned subsidiary of Landmarks Berhad, completed the acquisition of a 34.6% stake in the enlarged equity share capital of Qualitas Healthcare Corporation Sdn Bhd (QHC) for a total investment of RM 8,527,708. Landmarks’ interest in the enlarged ordinary share capital is 60%.

A7.
Dividends paid

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


A8.
Seasonal or cyclical factors

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

A9.
Segmental information


Revenue
Profit /(Loss) before tax

By industry
Financial period ended 


2003
2002
2003
2002


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







Hotels
21,009
22,401
6,833
8,288

Property Investment
13,687
12,782
8,290
7,283

Property Development
2,783
9,869
949
5,093

Golf Resort
607
735
(44)
19

Engineering
2,288
-
(490)
(333)

Healthcare
-
147
-
240

Others
424
448
(3,180)
(3,071)

Operating Profit 
40,798
46,382
12,358
17,519

Interest Expense
-
-
(13,610)
(14,554)

Exceptional gains
-
-
-
-

Exceptional losses
-
-
(15,000)
-

Group's share of associated companies in Malaysia
-
-
1,363
2,111


40,798
46,382
(14,889)
5,076
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A10.
Capital commitments

31 March 2003


RM’000

Property, plant and equipment


Authorised but not contracted for
            5,810

Contracted but not provided for in the financial statements
1,706


7,516

A11.
Changes in contingent liabilities

There is no change in contingent liabilities from the last audited accounts. 

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 31 March 2003.

A13.
Related party transactions

With substantial shareholders:






Group





    Ended 31 March


2003

2002
RM’000
RM’000
Rental payable

 294

 347

This transaction had been entered into in the normal course of business and had been established under negotiated terms.
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A14.
Events subsequent to the balance sheet date

On 8 May 2003, the Board of Landmarks Berhad announced that in the matter of an arbitration held at Singapore International Arbitration Centre between Dermajaya Properties Sdn Bhd ( as Claimants) and Premium Properties Sdn Bhd and CFE Holdings (Malaysia) Sdn Bhd (as the Respondents), the Arbitrator has issued a Final Award in favour of the Claimant. 

The Board of Landmarks Berhad having considered the reasons for the Final Award, and having been advised by lawyers, are dissatisfied with the findings of the arbitration. The Board has instructed lawyers to take all steps necessary and to exhaust all legal avenues and arguments to challenge the Final Award.

B.
Additional information – KLSE’s listing requirement

______________________________________________________________________

B1. Review of performance

For the financial period ended 31 March 2003, the Group recorded a 12% decrease in Turnover from RM46.4 million to RM40.8 million compared to the corresponding period last year. The decrease was substantially due to a drop in revenue in Landmarks Land & Properties Sdn. Bhd. (Landmarks Land) and to a lesser extent The Datai in Langkawi due to the Iraq war and the SARS outbreak.

With the lower turnover, Operating profits before interest and exceptional items dropped from RM17.5 million last year to RM12.2 million this year. Further, the Group has made an exceptional provision of RM15.0 million in respect of the Arbitration Award granted to Dermajaya. This has resulted in the Group recording an Operating Loss of RM2.8 million.

As for the performance of the Group’s associated companies, the share of profit of associates decreased from RM2.1 million in 2002 to RM1.4 million in 2003. The decrease was primarily due to lower profit contribution from Setia Haruman Sdn. Bhd.

Overall, the Group recorded a Loss before Tax of RM14.9 million against Profit of RM5.1 million in 2002.
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B2. Variation of results against preceding quarter

The Group recorded a Pre-Tax Loss of RM14.9 million in this quarter compared to a Pre-Tax Loss of RM30.0 million in the preceding quarter. Included in this quarter and the preceding quarter are exceptional losses of RM15.0 million and RM24.7 million respectively. Before exceptional losses the current quarter recorded a marginal profit compared to RM5.5 million loss in the preceding quarter. 

B3. Prospects

With the continued uncertainty of tourist arrivals after the Iraq war and the recent outbreak of SARS, the Group expects The Datai and The Andaman hotels in Langkawi to face challenges in maintaining their performance this year compared to last year. At this stage, the outlook for their performances is quite uncertain, as it is significantly depend on how long the SARS outbreak will last.

With regard to the property division, SWP is expected to maintain its operating performance compared to last year. Landmarks Land is expected to record an increase in its profit contribution to the Group due to increased development activity during the remaining period of the year.

Profit contribution from the Group’s associated companies are expected to be better than last year due to contribution from Teknologi Tenaga Perlis Consortium Sdn. Bhd. (TTPC) which commenced operation in April 2003. The contribution from Shangri-la Hotels (Malaysia) Berhad however is more difficult to assess given the impact of the SARS outbreak.

Overall, despite the uncertainty in the contribution from our hotels, the Group expects its performance for the financial year 2003 to improve over 2002 due to the expected significant contribution from TTPC.

B4. Profit forecast

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


3 months ended
3 months ended


31 March
31 March


2003
2002
2003
2002


RM’000
RM’000
RM’000
RM’000

Current tax expenses





Malaysian  - current
2,352
3,124
2,352
3,124

- prior period
-
-
-
-







Deferred tax expense





Malaysian
-
-
-
-













Tax expense on share of profit of associates
737
414
737
414


3,089
3,538
3,089
  3,538

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 31 March 2003:


Cost
Book Value
Market Value


RM’000
RM’000
RM’000






Total quoted investment




Malaysia
243,043
130,752
105,412

B8.
Status of corporate proposals announced

There were no corporate proposals announced which were not completed for the financial year under review.
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B9. Borrowings and debt securities

Group borrowings are as follows:


31 March 2003


RM’000

Current


Secured
16,065

Unsecured
                        -


16,065

Non-current


Secured
650,388

Unsecured
                       -


666,453

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 the 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”]

On 3 November 2002, the High Court instructed Putra to pay into court as security for cost the sum of RM150,000 (“said sum”). Putra had 14 days from the date of the order to make payment of the said sum. Putra failed to make this payment within the stipulated time. Putra’s failure to make this payment rendered the suit dismissed. However on 17 January 2003, Putra paid the said sum into court and at the same time Putra made an application to extend time within which Putra were to pay into court the security for costs (“said application”). The High Court dismissed the said application on 26 March 2003. Putra has appealed against the dismissal and a hearing date is yet to be fixed.
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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).

In the matter of arbitration held at the Singapore International Arbitration Centre between Dermajaya Properties Sdn Bhd (as the Claimant) and Premium Properties Sdn Bhd and CFE Holdings (Malaysia) Sdn Bhd (as the Respondents), the Arbitrator has issued a Final Award in favour of the Claimant.

The Arbitration arose from the forfeiture by the Respondents of the 10% deposit amounting to RM29.7 million paid by the Claimant pursuant to a sale and purchase agreement dated 4 October 1996 between the Claimant (as purchaser) and the Respondents (as vendors) for the entire equity in PHSB for a total sum of RM297 million. Our share of the deposit that was forfeited was RM10.1 million.

Under the Final Award, the Claimants were awarded the return of the deposit together with interest thereon at 8% per annum.

Landmarks Berhad‘s liability in this matter arises from an Indemnity provided to the Hotel Plaza Ltd on 29 June 1999 when we sold our stake in Premium Properties Sdn Bhd to them. Under the indemnity our liability was capped at RM15.0 million. Therefore, although Premium Properties Sdn Bhd’s share of the liability is in excess of the sum of RM15.0 million, Landmarks Berhad liability does not exceed that amount.

The Board of Landmarks Berhad, having considered the reasons for the Final Award, and having been advised by lawyers, are dissatisfied with the findings of the arbitration. The Board has instructed lawyers to take all steps necessary and to exhaust all legal avenues and arguments to challenge the Final Award.

B12.
Dividends

The Board of Directors do not recommend any payment of dividend for the financial period ended 31 March 2003.
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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 RM20.5 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
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