KECK SENG (MALAYSIA) BERHAD

Company no. 8157-D

(Incorporated in Malaysia)
                                                                                                      
INTERIM FINANCIAL REPORT FOR THE FOURTH QUARTER ENDED 31 MARCH 2010
____________________________________________________________________________
EXPLANATORY NOTES PURSUANT TO FRS 134
A1. Basis of Preparation

The interim financial statements of the Group are unaudited and have been prepared in accordance with   FRS 134, Interim Financial Reporting and paragraph 9.22  of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2009. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2009.

The significant accounting policies adopted by the Group in this interim financial statement are consistent with those adopted in the financial statements for the year ended 31 December 2009, except for the new and revised FRSs, IC Interpretations and Amendments to FRSs and IC Interpretation which are applicable to its financial statements and effective from 01 January 2010.
The adoption of the new standards and interpretations did not have any significant impact on the financial statements of the Group except for the adoption of FRS 101 (revised) – Presentation of Financial Statements and new FRS 139 Financial Instruments: Recognition and Measurement as set out below:

FRS 101 (revised): Presentation of Financial Statements

Prior to the adoption of the revised FRS 101, the components of the financial statements presented consisted of a balance sheet, an income statement, a statement of changes in equity, a cash flow statement and notes to the financial statements. With the adoption of the revised FRS 101, the components of the interim financial statements presented consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.

The gains and losses in the preceding year corresponding period that were previously recognised directly in equity are now presented as components in other comprehensive income in the statement of comprehensive income. The total comprehensive income for preceding year corresponding period is presented separately and allocation is made to show the amount attributable to owners of the parent and to non-controlling interests. 
The effects on the comparatives to the Group on adoption of FRS 101 are as follows:
	For the period ended

31 March 2009
	Income Statement

As previously reported

RM’000
	Effects of adopting FRS 101

RM’000
	Statement of comprehensive income

As restated

RM’000

	Profit for the period
	15,940
	-
	15,940

	Other comprehensive income
	-
	11,610
	11,610

	Total comprehensive income
	-
	
	27,550

	
	
	
	

	Total comprehensive income attributable to:
	
	
	

	Owners of the Parent
	-
	
	26,381

	Non-controlling interest
	-
	
	1,169

	
	
	
	27,550


The total comprehensive income for the period is presented as a one-line item in the statement of changes in equity.

FRS 139, Financial Instruments: Recognition and Measurement

The adoption of FRS 139 has resulted in a change in the accounting policy relating to the recognition and measurement of other investments and derivative financial instruments.

Other investments

Prior to 1 January 2010, other investments were stated at cost lest any diminution in value of the investments which was charged to the income statement. With the adoption of FRS 139, other investments not held for trading are classified as available-for-sale investments. Available-for-sale investments are initially recognised at fair value plus transactions costs. Difference between the investment cost and fair value at initial recognition and subsequent changes of the fair value are recognised as  fair value reserve in  equity.
Derivative financial instruments
Prior to 1 January 2010, derivative financial instruments were not recognised in the balance sheet. With the adoption of FRS 139, the derivative financial instruments are initially recognised at fair value on the date the derivative contract is entered into and subsequently re-measured at  fair value at balance sheet date. Any gains or losses arising from changes in fair value on derivative financial instruments that do not  qualify for hedge accounting are taken directly to the income statement.
Effects of Adopting FRS 139 

The above changes in accounting policy have been accounted for prospectively and in accordance with the transitional provisions for first-time adoption of FRS 139, available-for sale investments and derivatives financial instruments have been re-measured at fair value at 1 January 2010.  
Effects on opening balances as at 1 January 2010 and current period ended 31 March 2010  are as follows:-
	
	
	
	
	
	Fair Value 
	
	Retained

	
	
	
	
	
	Reserve
	
	Earnings

	Effects on Opening Balances
	
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	

	At 01/01/2010, as previously stated
	
	-
	
	913,819

	Effects of adopting FRS 139
	
	
	
	
	

	  Fair value gain on available-for-sale investments
	427,292
	
	

	  Net gain on derivative financial instruments
	
	
	2,674

	At 01/01/2010, as restated
	
	
	427,292
	
	916,493

	
	
	
	
	
	
	
	

	Effects on current period as at 31/03/2010
	
	
	
	

	
	
	
	
	
	
	
	

	  Fair value gain on available-for-sale investments
	39,343
	
	

	  Net gain on derivative financial instruments
	 
	
	         2,337


A2. Status of Audit Qualification

Not applicable as the audited financial statements for the year ended 31 December 2009
were not qualified.

A3. Seasonality or Cyclicality of Interim Operations

The operations of the Group were not significantly affected by seasonality and cyclicality factors.

A4. Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

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

A5. Material Changes in Estimates

There were no major changes in accounting estimates used in the preparation of the financial statements for the current financial quarter as compared with the previous financial quarters or previous financial year. 
A6. Debts and Equity Securities

Share Buy-Back / Treasury Shares

The Company’s shareholders had on 29 June 1999 approved the share buy-back exercise during the Extraordinary General Meeting (“EGM”). Subsequently, mandates were renewed at the last AGM which was on 19 June 2009.

Details of the share buy-back as at the current financial year-to-date are as follows:-
	
	Number Of
	Highest 
	Lowest
	Average
	Total
	Number of 

	
	Shares
	Price
	Price
	Price
	Amount
	Treasury

	Month
	repurchased
	RM
	RM
	RM
	RM
	Shares

	B/F from 2007
	1,914,400
	 
	 
	 
	3,095,240
	1,914,400

	March 2008
	10,000
	4.36
	4.36
	4.36
	43,920
	10,000

	June 2008
	10,000
	4.56
	4.56
	4.56
	45,977
	10,000

	Nov 2008
	10,000
	2.83
	2.83
	2.83
	28,507
	10,000

	June 2009
	10,000
	3.44
	3.44
	3.44
	34,670
	10,000

	Nov 2009
	10,000
	3.95
	3.95
	3.95
	39,739
	10,000

	Total
	1,964,400
	 
	 
	 
	3,288,053
	1,964,400


A7. Dividend paid
       There were no dividend paid during the quarter under review.
A8. Segmental Information 

       Segmental information in respect of the Group’s business segments for the period ended 31 
       March 2010

	
	
	
	
	
	Property
	
	
	
	

	3 months period ended
	
	Hotel and
	 development
	
	Share
	
	

	31/03/2010
	
	
	Manufacturing
	Resort
	& Investment
	Plantations
	 investment
	Eliminations 
	Consolidated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	  External sales
	
	182,194
	30,433
	23,494
	-
	3,254
	-
	239,375

	  Inter-segment sales
	
	12,839
	
	285
	7,597
	8,553
	(29,274)
	-

	Total revenue
	
	195,033
	30,433
	23,779
	7,597
	11,807
	(29,274)
	239,375

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	923
	1,586
	6,322
	4,502
	13,612
	(8,481)
	18,464

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	214

	Finance costs
	
	
	
	
	
	
	
	-250

	Interest income 
	
	
	
	
	
	
	
	742

	Share of profit profit of associate
	
	
	
	
	
	-8

	Profit before tax
	
	
	
	
	
	
	
	19,162

	Income tax expense
	
	
	
	
	
	
	
	-4,274

	Profit for the period
	
	
	
	
	
	
	
	14,888


	
	
	
	
	
	Property
	
	
	
	

	3 months period ended
	
	Hotel and
	 development
	
	Share
	
	

	31/03/2009
	
	
	Manufacturing
	Resort
	& Investment
	Plantations
	 investment
	Eliminations 
	Consolidated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	  External sales
	
	165,308
	35,896
	12,644
	-
	722
	-
	214,570

	  Inter-segment sales
	
	7,771
	
	255
	5,925
	78
	(14,029)
	0 

	Total revenue
	
	173,079
	35,896
	12,899
	5,925
	800
	(14,029)
	214,570

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	12,991
	3,403
	3,418
	2,856
	-770
	291 
	22,189

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	-305

	Finance costs
	
	
	
	
	
	
	
	-402

	Interest income 
	
	
	
	
	
	
	
	1,634

	Share of profit profit of associate
	
	
	
	
	
	
	0

	Profit before tax
	
	
	
	
	
	
	
	23,116

	Income tax expense
	
	
	
	
	
	
	
	-7,176

	Profit for the period
	
	
	
	
	
	
	
	15,940


A9. Carrying Amount of Revalued Assets
The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

A10. Material Events Subsequent to the End of the Interim Period

There were no material events subsequent to the current quarter ended 31 March 2010 up to the date of this report.
A11. Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter.
A12. Changes in Contingent Liabilities

There were no changes in contingent liabilities at the date of this announcement.
ADDITIONAL INFORMATION REQUIRED BY THE BMSB’S LISTING REQUIREMENTS

B1. Taxation

The taxation charge for the current quarter and year to-date ended 31 March 2010 is made up as follows:-
	
	
	
	
	
	
	Current 
	Year

	
	
	
	
	
	
	Quarter
	To-Date

	
	
	
	
	
	
	RM'000
	RM'000

	     Current tax:
	
	
	
	
	
	

	
	Malaysian income tax
	
	
	-2,916
	-2,916

	
	Foreign tax
	
	
	
	-737
	-737

	
	
	
	
	
	
	-3,653
	-3,653

	     Over/(under) provision in respect of prior years
	
	

	
	Malaysian income tax
	
	
	0
	0

	
	Foreign tax
	
	
	
	0
	0

	
	
	
	
	
	
	0
	0

	      Deferred tax
	
	
	
	
	
	

	
	Transfer from/(to) deferred taxation
	
	-621
	-621

	      Total income tax expense
	
	
	-4,274
	-4.274


B2. Profits/ (Losses) on Sale of Unquoted Investments and/or Properties

There were no profits/(losses) on sale of unquoted investments and properties included in the results for the current quarter and financial period to-date.
B3. Quoted Securities
(a) The purchases, disposals and gain or losses of quoted securities classified as Available-for-Sale Investments during the current quarter and period-to-date are as follows:

	
	
	
	
	
	
	Current
	
	Cumulative

	
	
	
	
	
	
	Quarter
	
	Quarter

	
	
	
	
	
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	
	

	
	i)   Purchase considerations
	
	0
	
	0

	
	ii)  Net proceeds from disposal                   
	3,457
	
	3,457

	
	iii)  Reclassification adjustment to profit or loss
	2,912
	
	2,912

	
	iii) Gain/(Loss) on disposal
	
	-1,103
	
	-1,103


(b) The total investments in quoted securities as at 31/03/2010 are as follows: 
	
	
	
	
	
	
	
	
	RM'000

	
	i)   Total investments at cost
	
	
	
	237,176

	
	ii)  Total investments at carrying value/book value
	
	700,132

	
	iii) Total investments at market value at end of
	
	

	
	     reporting period
	
	
	
	
	700,132


B4. Status of Corporate Proposals

There were no corporate proposals. 

B5. Group Borrowings

Details of Group Borrowings are as follows:-
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	Canadian
	US 
	Ringgit

	 
	
	
	
	Dollar
	Dollar
	Equivalent

	 
	
	
	
	"000
	"000
	"000

	 
	
	
	
	
	
	 

	Payable within a year - secured
	0
	1,150
	3,763

	 
	 
	 
	 
	 
	 
	 


 B6. Financial Instruments
There were no off balance sheet financial instruments as at the reporting date as the Group has adopted FRS 139 which requires all financial instruments to be recognised in the financial statements.

The Group has entered into some forward foreign exchange currencies contracts to hedge its exposure to fluctuations in foreign currency arising from sales.
As at 31 March 2010, the Group has the following outstanding derivative financial instruments:

	 
	 
	 
	Contract
	Fair
	Fair Value

	 
	
	 
	amount
	value
	net gain/(loss)

	Type of derivatives
	 
	RM'000
	RM'000
	RM'000

	 
	
	 
	
	
	 

	Currency forward contracts
	
	
	 

	 - less than 1 year
	 
	101,860
	95,178
	6,682

	 
	 
	 
	 
	 
	 


B7. Changes In Material Litigation

There was no material litigation pending at the date of this announcement except for the followings:- 
(a) On 5th March 2008, the Special Commissioners found in favour of Inland Revenue Board in
      respect  of  the  appeal  by a subsidiary against  the  revised   assessments  amounting  to 
RM14,879,000 relating to the exchange of the subscription of Class C Shares for golf memberships upon rescinding the licensing agreements. The subsidiary is not agreeable to the judgment and its appeal on a Case Stated to the High Court is pending. In the mean time, the total amount was paid when the Inland Revenue Board refused to extend the time for the tax to be stood over.
(b) A Statement of Claim seeking damages amounting to CAD 10 million (approximately RM 32 million) had been served on a foreign subsidiary. The claimant who is the Lessee claimed 50% share of the ‘stopover’ parking revenues from 1998 to 2009 and the subsidiary will defend the claim. 
B8. Comparison with Preceding Quarter’s Results
  

                  1st Quarter 2010         4th Quarter 2009           <- -Increase/(Decrease)-- >
                                             RM                         RM                          RM           %      
                                            ‘000                        ‘000                         ‘000       
 Revenue                           239,375                 226,884                   12,491           6
 Profit before taxation          19,162                   23,046
  
       (3,884)        (17)
In spite of the increase in revenue in the current quarter from the manufacturing segment resulting from higher quantity and price of refined oil, the Group registered a lower profit as compared to the preceding quarter. The lower profit is due to lower contribution from the manufacturing and the property development segments.    

B9. Review of Performance 




         To 1st Quarter        To 1st Quarter        
                                                 2010                    2009               < ---- Decrease ---- >         
                                                   RM                      RM                     RM            % 
                                                  ‘000                     ‘000                    ‘000

 Revenue                              239,375                  214,570
      24,805         12                                     
 Profit before taxation              19,162                   23,116    
      (3,954)        (17)        

The higher Group’s revenue in the current quarter as compared to the same period last year is mainly due to higher price of refined oil sold in the current quarter. However, the Group’s profit is reduced due to negative refining margin and weakening of USD against ringgit.  
B10. Prospects 
The hotel, manufacturing, plantation and property segments have contributed significantly to the Group results in 2009. Contribution from the hotel segment in 2010 is expected to be lower than 2009 due to renovations to be carried out in the second half of 2010. FFB production is expected to be lower due to replanting and the El Nino effect. FFB price is expected to be better than 2009 as CPO price is expected to be bullish.  For the property segment, profit margin will be affected by strong competition, higher material costs, shortage of labour and surplus supply of housing units in the surrounding areas. The manufacturing segment is expected to operate in a difficult environment due to negative refining margin and fluctuation of foreign currencies.  
Therefore, the Board expects 2010 to be a challenging year.
B11. Explanatory Notes for Variance of Actual Profit from Forecast Profit/ Profit Guarantee

Not applicable.
B12. Dividends

The Board does not recommend any dividend for the current quarter under review.

B13. Earnings Per Share
    a) Basic Earnings Per Share

       The basic earnings per share for the current quarter and year-to-date had been 

       calculated as follows:-
	 
	 
	 
	 
	Current
	 
	Year

	 
	
	
	
	Quarter
	
	To-Date

	Profit attributable to ordinary equity
	
	
	 

	holders of the parent
	
	13,843
	
	13,843

	 
	
	
	
	
	
	 

	Weighted average number of 
	
	
	 

	ordinary shares in issue
	
	239,429
	
	239,429

	 
	
	
	
	
	
	 

	Basic earnings per share (sen)
	5.78
	
	5.78

	 
	 
	 
	 
	 
	 
	 


  b) Diluted Earnings Per Share
      There were no potential dilutive ordinary shares outstanding as at the end of the reporting 
      period. Hence, the diluted earnings per share is the same as the basic earnings per share.






