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A
NOTES TO THE INTERIM FINANCIAL REPORT
A1.
Basis of preparation
The interim financial report is unaudited and 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 audited financial statement for the year ended 31 December 2001.
The accounting policies and presentation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 31 December 2001 except for the adoption of new applicable approved accounting standards as follow:-

a. Prospective application
The following new MASB Standards has been applied prospectively from 1 January 2002.

· MASB 23 “Impairment of Assets”

b. Retrospective application

Comparatives figures have been adjusted or extended to conform with changes in presentation due to the requirements of the following new MASB Standards that have been applied retrospectively:

-
MASB 19 “Events after Balance Sheet date”

-
MASB 20 “ Provision, contingent liabilities and contingent assets”

· MASB 22 “ Segment Reporting”.
-
MASB 25 “Income Taxes”
There are no changes in accounting policy that effect net profit for the year or shareholders’ equity as a result of the adoption of these standards in the interim financial report except as set out below.

In addition, comparatives have been adjusted or extended to take into account the requirements of MASB 25 “Income Taxes” which the Group has been implemented in advance of its effective date.

Deferred Taxation

Prior to the adoption of MASB 25, deferred taxation was provided for on partial provision basis for timing differences using the income statement liability method in accordance with  IAS 12 “ Accounting for taxes on Income”. With the adoption of MASB 25, deferred tax is now provided for 
in full using balance sheet liability method on temporary differences arising from tax bases of assets and liabilities and their carrying amounts.

Summarised below the effects of the new accounting policy (MASB 25) on the Group Financial statements:
	
	As previously reported

RM’000
	Effect of change in policy

RM’000
	As restated

RM’000

	At 1 January 2001
	
	
	

	 - retained earnings
	238,654
	
	

	    Transfer of replanting/general reserves
	10,757
	
	

	
	249,411
	9,861
	259,272

	 - revaluation and other reserves
	1,780,116
	(100,121)
	1,679,995

	 - deferred tax liability
	43,433
	90,260
	133,693

	
	
	
	

	Year ended 31 December 2001
	
	
	

	 - net profit / (loss) for the period
	(15,108)
	6,812
	(8,296)

	
	
	
	

	At 31 December 2001
	
	
	

	 - retained earnings
	236,667
	16,673
	253,340

	 - revaluation and other reserves
	1,725,593
	(100,121)
	1,625,472

	 - deferred tax liability
	52,376
	83,448
	135,824

	
	
	
	

	Nine months ended 30 September 2002
	
	
	

	 - retained earnings
	406,891
	16,673
	423,564

	 - revaluation and other reserves
	1,508,105
	(17,606)
	1,490,499

	 - deferred tax liability
	120,187
	933
	121,120


A2
Status on Qualification of Audited Financial Statements 


The audit report of the Group’s preceeding year financial statement was not qualified. 
A3.
Seasonality or cyclicality of operations
There were no abnormal seasonal factors that effect result for the quarter under review. Price uptrend cycle on palm products contributed significantly to the good performance for the quarter under review.
A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows
The followings 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                      31 December 2002:- 








  RM’000


 Purchase of 30 % share in Asia Green Environmental
  4,636
 Sdn Bhd. on 3 December 2002
  Completion on sale of 714.1435 acres of part of Ulu 

  Tiram Estate to Khoo Soon Lee Realty Sdn Bhd with
  receipt of balance of 90% sale price on 

             68,129
  24 December 2002.
A5
Change in Accounting Estimates

There were no changes in estimate of amount reported in prior interim period or financial year that have a material effect in the current financial period.
A6.
Debt and equity securities

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

A7.
Dividend

At the Company’s AGM dated 24 June 2002, the shareholders approved a final dividend of 10% per ordinary share of RM0.50 each less 28% income tax in respect of the financial year ended 31 December 2001.         (31 December 2000: 10% or 5sen per ordinary share of RM0.50 each less 28% income tax.)

A8.
Segmental Information
Segmental information for the current financial year based on geographical locations and business segments within the geographical locations are as follows:

	
	Group
	Papua New Guinea
	Indonesia
	Malaysia

	
	RM’000
	RM’000
	RM’000
	RM’000

	  Revenue:
	
	
	
	

	External sales
	900,758
	312,186
	11,055
	577,517

	  Plantation Operations
	517,350
	312,186
	11,055
	194,109

	  Manufacturing
	320,133
	
	
	320,133

	     Oleochemicals
	308,725
	
	
	308,725

	     Rubber Based products
	11,408
	
	
	11,408

	  Property development
	59,030
	
	
	59,030

	  Property investment
	4,245
	
	
	4,245

	
	
	
	
	

	  RESULTS
  Profit/(Loss) before taxation
	
	
	
	

	   Plantation operations
	129,154
	100,876
	(6,509)
	34,787

	   Manufacturing
	37,710
	
	
	37,710

	     Oleochemicals
	37,247
	
	
	37,247

	     Rubber Based products
	463
	
	
	463

	   Property Development
	11,490
	
	
	11,490

	   Property investment
	(2,892)
	
	
	(2,892)

	   Associated companies
	11,439
	
	
	11,439

	   Investment income
	1,265
	
	
	1,265

	   Interest income
	1,795
	349
	680
	766

	
	189,961
	101,225
	(5,829)
	94,565

	Add/(Less):
	
	
	
	

	Interest expense
	(42,495)
	(1,724)
	(3)
	(40,768)

	Exceptional item
	35,147
	
	29,078
	6,069

	
	
	
	
	

	    Profit/(loss) before taxation
	182,613
	99,501
	23,246
	59,866


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 valuer using the open market method of valuation to reflect their fair value. The carrying value was brought forward without any amendment.
A10.
Material events subsequent to the end of the interim period

There is no events subsequent to the quarter ending 31 December 2002 that requires disclosure.

A11.
Changes in the composition of the Group
Johor Land Berhad sold 25% equity interest in Johor Land Manufacturing Company Sdn Bhd, the company remained as a subsidiary (75%) of Johor Land Berhad.

The Company purchased 30% equity interest in Asia Green Enviromental Sdn Bhd on 3 December 2002. This purchase will be treated as an investment, save for this investment the composition of the Group remained unchanged since last reported.
A12.
Changes in contingent liabilities or contingent assets


Since the last Balance Sheet date, there were no material changes in contingent liabilities and contingent assets.

A13.
Capital Commitments

Authorised capital commitments not provided for in the financial statements as at 31 December 2002 is as follows:






RM’000
Contracted




10,104



Not contracted




  1,700









=====
A14.
Impairment of Assets

There was impairment losses recognized by a subsidiary of the property division amounting to RM1,065,754 due to adverse external factors affecting the property. This has been reflected in the income and equity statement in this quarter for the property division and the Group, 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
Higher palm products prices were secured during the quarter which contributed to the improvement on the overall price average. There were forward sales done earlier in the year, these affected the group cumulative price average for the whole year.
(ii)   Plantation Operation Papua New Guinea (PNG)
Plantation operation in PNG perform well during the quarter with increase in profit before tax by RM21.25 million compared to the last quarter. The good performance is contributed significantly by the good palm products prices.
The erection of a palm oil refinery has completed and is ready to operate upon commissioning.



(iii)   Plantation Operation Indonesia
Higher expenditure than normal were incurred for the Indonesia Plantations during the quarter in the Group’s effort to bring the property into momentum for improvement in yield. Higher expenditure have also been budgeted for the financial year 2003. 

The higher spending should gear the property to higher production to realize their potential reflective of the palm age.
The work on mill erection is ongoing and the mill is on target for commissioning in the fourth quarter of the financial year 2003.
Manufacturing:

The Oleochemical division perform well during the quarter and for the whole year despite the fact that the raw material costs are trending up. 
During the quarter the Manufacturing division on rubber products terminated its intermediate rubber products section which has been incurring losses due to diminishing markets, competition from synthetics rubber and also due to diminishing supplies of raw latex. The effect of closure on the Group in revenue, assets and results are minimal.

Property:

(a)
Property Development
The property division turnover for the quarter ended 31 December 2002 decreased by 19.8% compared to the corresponding quarter 2001. for the whole year the division recorded a 56% higher turnover compared to 2001. The quarter recorded a lower profit before tax of RM789,000, for whole year the profit at RM17.36 
million is 80% higher compared to 2001. The associate company contributed significantly to the improved performance.

A proposed land sale was announced and aborted during the quarter.
(b)
Property Holding
The Group office tower recorded an increase in tenancy during the quarter. Rental rates remained low and expected to stay low during the financial year 2003.
B2.
Material Changes in the Quarterly Results
Palm products prices were significantly higher during the quarter, these contributed to stronger performance on the plantation section for these reporting quarter with stronger profit compared to the preceding quarter.
B3.
Current Year Prospects
Palm products prices remained strong for the offered/traded months this year. The group is cautiously confident of better performance for the plantation segment for the financial year 2003.

The manufacturing segment is expected to maintain its performance as in the financial year 2002 whilst capital investments made during 2002 and over the first half of this year is expected to contribute to improvement in result toward end of the year.
The property division is not expected to excel reflective of the quiet property market in Johor State. The Group would be cautious in launching on new projects during this financial year. The associate is expected to continue with its good performance in 2003.
Indonesia plantations is expected to record further increase in yield but would still be in operating loss in financial year 2003 as the Group spend on bringing up the property to better standard for higher yield in the later years.
B4.
Profit Forecast / Profit Guarantee
The Company is not subject to any profit forecast or profit guarantee requirement.

B5.
Taxation
	
	3 Months
	12Months

	
	31.12.02

RM’000
	31.12.01

RM’000
	31.12.02

RM’000
	31.12.01

RM’000



	Current Taxation
	(4,365)
	2,588
	(27,611)
	(4,612)

	-Malaysia
	(6,729)
	(7,421)
	(14,732)
	(1,790)

	-Overseas
	2,364
	10,009
	(12,879)
	2,822

	
	
	
	
	

	Transfer from deferred

 Taxation
	(10,221)
	(7,567)
	(6,869)
	(7,618)

	 -Malaysia
	6,325
	2,980
	9,677
	2,980

	-Overseas
	(16,546)
	(10,547)
	(16,546)
	(10,598)

	
	
	
	
	

	Share of tax in associated Company
	(816)
	(1,299)
	(3,203)
	(2,032)

	
	(15,402)
	(6,278)
	(37,683)
	(14,262)


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

	
	3 Months
	12 Months

	
	Ended 31 Dec 2002
	Ended 31 Dec 2002

	Loss on sale of part of Ulu Tiram Estate  to Crescendo Development Sdn Bhd
	(228)
	(1,744)

	Profit on sale of part of Ulu Tiram Estate to Khoo Soon Lee Realty Sdn Bhd
	11,985
	11,985

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

	
	11,757
	6,069


B7.
Quoted Securities
a. Purchases and disposals

	
	THIS YEAR

	
	CURRENT

QTR

RM’000
	YEAR

TODATE

RM’000

	      Total Purchase consideration
	28
	301

	      Total Disposals
	70
	(352)

	      Total Profit/(Loss) on Disposals
	69
	(7)

	
	
	



b.
Investment as at 31 December 2002

	
	Held as Long Term Investments

RM’000


	Held as Current

Assets

RM’000


	TOTAL

RM’000

	      At cost
	47,594
	2,308
	49,902

	      At book value
	15,497
	764
	16,261

	      At market value                                                  

      
	19,523
	770
	20,293


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.

The sale has been concluded with full payment on sale received on              24 December 2002.

(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.

Attendance toward various requirements for completion is ongoing with some approvals secured by the purchaser.
B9.
Borrowings and Debt Securities
	
	As at 31.12.2002
	As at 31.12.2001

	
	RM’000
	RM’000

	Term Loans
	
	

	   Secured      - denominated in RM
	503,978
	512,725

	
	
	

	                      - denominated in USD
	52,895
	153,049

	   
	  
	   

	
	556,873
	665,774

	
	
	

	
	
	

	Less : Amount repayable within 12 months
	(16,913)
	(210,006)

	
	
	

	As at 31 December 
	539,960
	455,768

	
	
	

	Short Term Borrowings 
	
	

	    Bank overdrafts                     - secured
	6,715
	13,227

	                                                  - unsecured
	24,440
	39,247

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

	                                                 - unsecured
	149,044
	154,981

	 As at 31 December 
	200,199
	227,455


B10.
Financial instruments with off balance sheet risk
a.   Warrants

As at 31 December 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                31 December 2002 at RM0.50 sen per unit.

b. Commodity futures contracts entered into by certain subsidiary 

      companies outstanding as at 24 February 2003 (being a date not earlier than 7 days from the date of issue of the quarterly report) are follows:




       RM’000

    Maturity Period
 Sale Contract
       65,749

    Mac 2003 to Dec 2003 


 Purchase Contract       19,219
                Mac 2003 to May 2003
The above exchange traded commodity contracts were entered into with the objective of managing and hedging the Group’s exposure to adverse price movements in vegetable oil commodities.

The associated credit risk is minimal as these contracts were entered into with Brokers of commodity exchange. Gains or losses arising from contracts entered into as hedges of anticipated future transactions are deferred until the date of such transactions at which time they are included in the measurement of such transactions gains or losses on contracts which are no longer designated as hedges are included in Income Statement.
c.
Forward foreign exchange contracts are entered into by the company in currencies other than its functional currency to manage exposure to fluctuations in foreign currency exchange rate on specific transactions.  Currently, the group’s policy is to enter into forward foreign exchange contracts for up to 30% of such foreign currency receipts where company is able to enjoy premium market swap point and up to 80% of such foreign currency payment over the following year but it is subject to review by management from time to time due to the currency market trend and situation.

At 31 December 2002, the settlement dates on open forward contracts range between 1 and 6 months.  The foreign currency amounts and contractual exchange rate for the group’s outstanding contracts are as follows:








RM’000
Contract




Hedged item

Currency
equivalent
rate




Trade receivables:




USD 795,000

USD

3,025
             1 USD=RM3.805



Future sales of goods 



over the following 


6 months:



USD 1,130,000
USD

4,296

1 USD=RM3.802



Future purchase of 



equipment in


February 2003:



Euro 790,000

Euro

3,156

1 Euro=RM3.995

The fair value of outstanding forwards contracts of the group at the balance sheet date approximate their carrying amounts.

The net unrecognised gain at 31 December 2002 on open contracts which hedge anticipated future foreign currency sales amounted to RM2,449.  These net exchange gain is deferred until the related sales are transacted, at which time they are included in the measurement of such transactions.
B11
Changes in Material Litigations


There is no pending material litigation on the financial year todate.

B12
Dividend Proposed
The Board declared an interim dividend of 10% or 5 sen per ordinary share of RM0.50 each less 28% income tax in respect of the 12 months financial year ended 31 December 2002 (31 December 2001 : NIL).

The dividend was paid on 18 February 2003 to shareholders whose names appeared in the Record of Depositors of the Company at the close business on 31 January 2003.

The total dividend declared to date for the current financial year is 5 sen per RM0.50 share less 28% income tax (31 December 2001 ; 5 sen per RM0.50 share less 28% income tax).

B13.
Earnings Per Share (“EPS”)
	
	
	THIS YEAR CURRENT QUARTER 
	THIS YEAR

CUMULATIVE QUARTER

	
	
	31.12.02

RM’000
	31.12.01

RM’000
	31.12.02

RM’000
	31.12.01

RM’000

	a.  Basic earnings per share

	
	
	
	
	

	    Net profit for the period 
	(RM’000)
	36,379
	(44,832)
	110,076
	(15,108)

	    Weighted average no. of

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

	    Basic earnings per share
	      (sen)
	19.24
	(23.71)
	58.22
	(7.99)

	b. Diluted earnings per share
      For the diluted earnings per shares, the weighted number of ordinary shares in 
      issue 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)
	0.4251
	0.4080
	0.4300
	0.4650

	Papua New Guinea (PGK)
	0.9555
	0.9783
	1.2480
	1.3195

	United Kingdom (GBP)
	6.0930
	5.8508
	5.7630
	5.9260

	United States (USD)
	3.8000
	3.8000
	3.8000
	3.8000

	EURO
	3.7700
	3.7400
	3.3600
	3.3800


By Order of the Board

KULIM (MALAYSIA) BERHAD
IDHAM JIHADI BIN ABU BAKAR, MAICSA 7007381
JAMALLUDIN BIN KALAM, LS 02710
(Secretaries)
Dated : 28 February 2003
