A
NOTES TO THE INTERIM FINANCIAL REPORT
A1.
Accounting Policies
The interim financial report has been prepared in accordance with MASB 26 interim Financial Reporting and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirement and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2001. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statement for the year ended 31 December 2001 with the exception of those affected by the adoption of the new MASB standards that came into effect on 1 July 2002. By adopting MASB 25 from               1 July 2002, it had resulted in changes in provision for deferred taxation.
A3.
Seasonality or cyclicality of operations
The oil palm plantation operation by nature is affected by cyclical factors in production as well as in prices. This cyclicality will be managed by observing good agricultural practices to ensure yield do not vary significantly and the price volatility is managed by timely release of the group’s productions for sales.

A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows
The following are considered as significant items with respect to their nature, size and incidence that had impacts on the Group’s assets, liabilities, equity, net income or cash flows for the 3 months ended           30 September 2002 are as follows:- 








  RM’000


 Unrealised exchange gain on inter-company advances
attributable to a gain on translation of advances 

denominated in US dollars and Ringgit Malaysia made
    25,529

to the Indonesian subsidiaries by the Group.


Goodwill arising from the purchase of additional Share 
Capital in Indonesian subsidiary from a 60% holding to a 
      8,794

fully owned by the group.
A6.
Debt and equity securities

There is no cancellation, repurchases, resale and repayment of debt and equity securities during the period.

A7 & B12.
Dividend(s)

	
	9 Months ended 30.9.2002
	9 Months ended 30.9.2001

	
	GROSS DIVD PER SHARE

Sen
	AMT OF DIVD NET OF 28% TAX

RM’000
	GROSS DIVD PER SHARE

Sen 
	AMT OF DIVD NET OF 28% TAX

RM’000

	Final dividend approved by shareholders in respect of the year 31.12.2001, paid on 27.7.2002 (2001: paid on 28.7.2001)
	5
	6,806
	5
	6,806

	There was no interim declared during the 3 quarters to end Sept 2002
	-
	-
	-
	-


A8.
Segmental Information
Segmental information for the current financial year todate is as follows:

	
	Malaysia
	Papua

New Guinea
	Indonesia
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	  Revenue:
	
	
	
	

	External sales
	427,466
	213,177
	7,779
	648,422

	  Plantation Operations
	133,927
	213,177
	7,779
	354,883

	  Manufacturing
	
	
	
	

	     Oleochemicals
	233,995
	
	
	233,995

	     Rubber Based products
	7,883
	
	
	7,883

	  Property development
	48,577
	
	
	48,577

	  Property investment
	3,084
	
	
	3,084

	  Services (Commodity broking)
	-
	
	
	-

	
	
	
	
	

	  RESULTS
  Profit/(Loss) before taxation
	
	
	
	

	   Plantation operations
	19,156
	61,387
	(1,760)
	78,783

	   Manufacturing
	
	
	
	

	     Oleochemicals
	25,396
	
	
	25,396

	     Rubber Based products
	263
	
	
	263

	   Property Development
	12,405
	
	
	12,405

	   Property investment
	(2,441)
	
	
	(2,441)

	   Services (Commodity broking)
	-
	
	
	-

	   Associated companies
	8,522
	
	
	8,522

	   Investment income
	838
	
	
	838

	   Interest income
	825
	349
	655
	1,829

	
	64,964

	61,736
	(1,105)
	125,595


	Add/(Less):
	
	
	
	

	Interest expense
	(30,957)
	(1,005)
	(2)
	(31,964)

	Exceptional item
	(5,688)
	
	25,529
	19,841

	
	28,329

	60,731

	24,422

	113,472

	OTHER INFORMATION
	
	
	
	

	Total segment assets
	2,763,862
	463,511
	112,182
	3,339,555

	    Plantation operations 
	2,167,966
	463,511
	112,182
	2,743,659

	    Manufacturing
	
	
	
	

	      Oleochemicals
	242,332
	
	
	242,332

	      Rubber based products
	31,740
	
	
	31,740

	    Property Development 
	218,034
	
	
	218,034

	    Property investment
	103,492
	
	
	103,492

	    Services (Commodity broking)
	298
	
	
	298

	
	
	
	
	

	Associated companies
	40,521
	
	
	40,521

	Unallocated corporate assets
	25,626
	
	
	25,626

	
	
	
	
	

	Total segment liabilities
	861,209
	78,097
	1,149
	940,455

	    Plantation operations 
	665,994
	78,097
	1,149
	745,240

	    Manufacturing
	
	
	
	

	       Oleochemicals
	109,694
	
	
	109,694

	       Rubber based products
	1,231
	
	
	1,231

	    Property Development 
	80,623
	
	
	80,623

	    Property investment
	3,659
	
	
	3,659

	    Services (Commodity broking)
	8
	
	
	8

	
	
	
	
	

	Unallocated corporate liabilities
	86,253
	33,934
	
	120,187

	
	
	
	
	

	Capital expenditure
	17,028
	39,602
	4,510
	61,140

	   Plantation operations
	5,265
	39,602
	4,510
	49,377

	   Manufacturing - Oleochemicals 
	11,041
	
	
	11,041

	   Others
	723
	
	
	723

	
	
	
	
	

	Depreciation and amortisation
	16,812
	15,715
	3,720
	36,247

	   Plantation operations
	10,768
	15,715
	3,720
	30,203

	   Manufacturing - Oleochemicals 
	5,246
	
	
	5,246

	   Others
	798
	
	
	798

	
	
	
	
	

	Non-cash expenses other than depreciation
	1,080
	
	
	1,080


A9.
Valuation of property, plant and equipment
The carrying value of the land and estate development expenditure for the Group except those located at overseas, is based on valuation carried out on 31 December 1997 by Independent qualified valuers using the open market method to reflect their fair value.

A10.
Material events subsequent to the end of the interim period

There is no events subsequent to the quarter ending 30 September 2002 that requires disclosure.

A11.
Changes in the composition of the Group
The effect on the acquisition of a further 40% equity interest in the Indonesia subsidiaries are yet to be felt. Due to low capitalization and high loan funding, the acquisition resulted in the whole of funding cost being classified as goodwill and will be amortised in accordance with the group’s policy on goodwill and within the Malaysia Accounting Standard guidelines.

A12.
Changes in contingent liabilities or contingent assets

Not applicable

A13.
Capital Commitments

Authorised capital commitments not provided for in the financial statements as at 30 September 2002 is as follows:






RM’000
Contracted




48,960

Not contracted




  4,400






53,360









=====
A14.
Impairment of Assets

There was no impairment losses recognized in the income and equity statement in this quarter and there were no reversals of impairment losses required to be recognized in the quarter.

B
ADDITIONAL INFORMATION REQUIRED BY THE KLSE LISTING REQUIREMENT
B1.
Review of the performance of the Company and Its Principal Subsidiaries
(i)
Plantation Operation Malaysia
The group’s Malaysia Plantation operation recorded better result for the quarter with a profit increase of 256% over the preceding quarter. The better performance is contributed by the rising palm product prices as well good production over the Malaysia peak season.



(ii)   Plantation Operation Papua New Guinea (PNG)
PNG is experiencing shortfall in FFB production experienced during the early part of the year.  FFB production for the nine months to end September 2002 is 17% below expectation. Despite the lower crops, New Britain Palm Oil Ltd. continued to record good performance with cumulative profit at 29% ahead of estimate and has well exceeded the financial year 2001 full year profits contributed by the much improved products prices.


(iii)   Plantation Operation Indonesia
Operationally the plantation operation in Indonesia has improved significantly over the previous years.

For this quarter and the three quarters to end September the Indonesia operation is still recording an operational loss. Should operating condition remain conducive, and palm products prices stays at around the present level, the group can expect the plantation performance to gradually improve toward profitability once FFB production increase with palm age.

The group is currently erecting a palm oil mill which is scheduled to be commissioned in the 4th quarter of next year. Once running the mill will enhance the revenue generation for the Indonesia operation.

Manufacturing :

The group manufacturing is predominantly covered by the Oleochemicals products manufacturing.

Demands on Oleochemicals products remain active and is anticipated to remain so for the rest of the year.

The good performances on the edible oil sector and its products have affected the performance of this sector due to significant increase in the raw materials costs.

Profit for the three quarters to end September 2002 is 43% lower compared to the same period last year.

Property :

(a)
Property Development
The group’s property division turnover for the period ended 30 September 2002 increased from RM25.5 million to RM50.8 million compared with the same period last year mainly due to the sale of development properties. Similarly the group recorded higher profits before tax of RM16.6 million compared to a profit before tax of RM6.9 million due to the same reason and also resulting from an increase in share of result of an associated Company.

(b)
Property Holding
The group office tower, the Menara Ansar is seeing increase in tenancy. The prospect to higher occupancy is encouraging. The rental rates are however remained low and expected to be at this low level for this year and next.

B2.
Material Changes in the Quarterly Results
The result before tax for the quarter is 83% higher compared to the preceding quarter. The Indonesia Rupiah strengthened by about 11% as compared to the conversion rate accounted for at the year end, this unrealized forex surplus contributed to the significant increase in profit before tax. Excluding this effect the profit before tax improved by 19% contributed significantly by the better palm products prices secured.

The seasonality of productions is overcome by the group having operations in geographical areas with differing peak and through with Malaysia peaking in the 3rd quarter whereas the PNG operation peaking in the early part of the calendar year. Cyclicality in products prices is managed by the group exposure to the Oleochimicals sector which is complementary to the plantation sector.

B3.
Current Year Prospects
Palm products prices have showed resilient and stayed well above the average recorded last year. CPO price is currently quoted at above RM1,550 per mt. The group expects the 4th quarter to record a good performance despite the expected decline in FFB production toward the last 2 months of the year.

The group operation in PNG is expected to continue with the good performance as recorded in this quarter.

The group operation in Indonesia has showed good promises for better performance next year with increase in FFB production.

Due to raw materials price increase ahead of market sale price adjustment on sale, the group does not expect to record the same level of contribution from the manufacturing sector at the level recorded for last year.

The property contribution is expected to remain positive and at satisfactory level but not significantly different in view of the still quiet property market in Johor.

B4.
Profit Forecast / Profit Guarantee

Not applicable

B5.
Taxation
	
	3 Months
	9 Months

	
	30.09.02

RM’000
	30.09.01

RM’000
	30.09.02

RM’000
	30.09.01

RM’000



	Current Taxation
	4,089
	(1,427)
	(12,747)
	(4,379)

	-Malaysia
	 4,350
	(481)
	(8,003)
	(1,547)

	-Overseas
	(261)
	(946)
	(4,744)
	(2,832)

	
	
	
	
	

	Transfer to deferred

 Taxation
	(7,148)
	1
	(7,148)
	(51)

	-Malaysia
	3,352
	-
	3,352
	(51)

	-Overseas
	(10,500)
	1
	(10,500)
	-

	
	
	
	
	

	Share of tax in associated Company
	(1,483)
	(395)
	(2,387)
	(733)

	
	(4,542)
	(1,821)
	(22,282)
	(5,163)


The effective tax rate on group profit for the period ended 30 September 2002 was lower than the statutory rate due to pioneer status enjoyed by the Oleochemicals division, which expires on 31 August 2002, and unabsorbed capital allowances.
B6.
Sale of Unquoted Investments and/or Properties

	
	3 Months
	9 Months

	
	Ended 30 Sept 2002
	Ended 30 Sept 2002

	Loss on sale of part of Ulu Tiram Estate  to Crescendo Development Sdn Bhd
	-
	(1,516)



	Loss on sale of 33.71% investment in Industrial Packaging Sdn Bhd
	-
	(4,172)

	
	-
	(5,688)


B7.
Quoted Securities
a. Purchases and disposals

	
	THIS YEAR

	
	CURRENT

QTR

RM’000
	YEAR

TODATE

RM’000

	      Total Purchase consideration
	20
	273

	      Total Sales proceeds
	59
	282

	      Total Profit/(Loss) on Disposals
	  (25)   
	(76)   

	
	
	



b.
Investment as at 30 September 2002

	
	Held as Long Term Investments

RM’000


	Held as Current

Assets

RM’000


	TOTAL

RM’000



	      At cost
	47,594
	2,433
	50,027

	      At book value
	16,488
	766
	17,254

	      At market value                                                  

      
	20,257
	766
	21,023


B8.
Status of uncompleted corporate announcement
The Group announcements on land sales and corporate proposals are updated as follows:

(i)
A disposal of 714.1435 acres of land announced on 27 February 2002.

All approvals required on the disposal have been secured except one which we hope to receive before end of December 2002, having met all the requirements for approvals.

(i) The proposed sale of 24,000,000 shares in New Britain Palm Oil 
Ltd.



No sale has been made todate.

(ii) A disposal of 1,000 acres land announced on the 18 July 2002.

The group together with the buyer is working toward and making good progress for completion set within 12 months from date of Sale and Purchase Agreement.

B9.
Borrowings and Debt Securities
	
	As at 30.09.2002
	As at 31.12.2001

	
	RM’000
	RM’000

	Term Loans
	
	

	   Secured      - denominated in RM
	506,939
	 512,725      

	
	
	

	                      - denominated in USD
	108,390
	153,049

	   
	  
	   

	
	
	

	
	615,329
	   665,774

	
	
	

	Less : Amount repayable within 12 months
	(143,405)
	(210,006)

	
	
	

	Total
	471,924
	455,768

	
	
	

	Short Term Borrowings 
	
	

	    Bank overdrafts                     - secured
	3,917
	13,227

	                                                  - unsecured
	31,004
	39,247

	    Short term bank borrowings – secured
	20,000
	20,000

	                                                 - unsecured
	154,704
	154,981

	 Total
	209,625
	227,455


B10.
Financial instruments with off balance sheet risk
Warrants

As at 30 September 2002 there were outstanding warrants of 94,163,550 units. Each warrant entitles its registered holder to subscribe for one (1) new ordinary share of RM0.50 each in the Company at an exercise price of RM3.30 per share. The warrants will expire on 27 January 2004. The warrants were last quoted on 30 September 2002 at RM0.55 sen per unit.

B13.
Earnings Per Share (“EPS”)
	
	
	3 Months
	9 Months


	
	
	30.09.02

RM’000
	30.09.01

RM’000
	30.09.02

RM’000
	30.09.01

RM’000



	a.  Basic earnings per share

	
	
	
	
	

	    Net profit for the period 
	(RM’000)
	48,227
	3,900
	73,739
	18,241

	    Weighted average no. of

    Shares in issue
	      (‘000)
	189,056
	189,056
	189,056
	189,056

	    Basic earnings per share
	      (sen)
	25.49
	2.06
	38.98
	9.65

	b. Diluted earnings per share
      For the diluted earnings per shares, the weighted number of ordinary shares in 
      issued is adjusted to assume conversion of all dilutive potential ordinary shares.
      The Company has one category of dilutive potential ordinary shares: Bonds
     1994/1999 issued with 94,163,550 detachable warrants. The Bonds were repaid in
     1999.

      The diluted earnings per share is not calculated as the warrants conversion has anti-

      dilutive effect.



B14.
Currency translation

The exchange rates used for each unit of the currencies in the Group for the current financial period are:

	
	THIS YEAR CURRENT QUARTER
	PRECEEDING YEAR CORRESPONDING QUARTER

	
	MTH-END
RATE
	AVERAGE RATE
	MTH-END

RATE 
	AVERAGE RATE 

	Indonesia (IDR’000)
	0.1790
	0.4040
	0.4000
	0.3850

	Papua New Guinea (PGK)
	0.9430
	0.9785
	1.1120
	1.1800

	United Kingdom (GBP)
	5.9350
	5.7500
	5.3480
	5.5560

	United States (USD)
	3.8000
	3.8000
	3.8000
	3.8000

	EURO
	3.7200
	3.7360
	3.3925
	3.3760


By Order of the Board

KULIM (MALAYSIA) BERHAD

IDHAM JIHADI BIN ABU BAKAR, MAICSA 7007381
JAMALLUDIN BIN KALAM, LS 02710
(Secretaries)

