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INTERIM FINANCIAL REPORT FOR THE FIRST QUARTER ENDED 31 MARCH 2012
____________________________________________________________________________
EXPLANATORY NOTES PURSUANT TO FRS 134
A1. Accounting Policies and 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 2011. 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 2011.

The accounting policies applied by the Group in these condensed consolidated interim financial statements are the same as those applied by the Group in its consolidated annual financial statements as at and for the year ended 31 December 2011. 

On 19 November 2011, the Malaysian Accounting Standards Board (MASB) issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards (MFRS Framework).

The MFRS Framework is to be applied by all Entities Other Than Private Entities for annual periods beginning on or after 1 January 2012, with the exception of entities that are within the scope of MFRS 141 Agriculture (MFRS 141) and IC Interpretation 15 Agreements for Construction of Real Estate (IC 15), including its parent, significant investor and venturer (herein called ‘Transitioning Entities’).

Transitioning Entities will be allowed to defer adoption of the new MFRS Framework for an additional one year but mandatory to adopt the MFRS Framework for annual periods beginning on or after 1 January 2013.The Group falls within the scope definition of Transitioning Entities and has decided to apply as Transitioning Entities and will prepare its first MFRS financial statements using the MFRS Framework for the year ending 31 December 2013.
A2. Status of Audit Qualification

Not applicable as the audited financial statements for the year ended 31 December 2011
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 17 June 2011.

Details of the share buy-back / disposal 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/(sold)
	RM
	RM
	RM
	RM
	Shares

	B/F from 2008
	1,944,400
	2.83
	2.83
	2.83
	3,213,644
	1,944,400

	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

	June 2010
	10,000
	5.16
	5.16
	5.16
	51,977
	10,000

	Jan - March 2011
	(749,100)
	6.82
	6.39
	6.47
	(1,056,231)
	(749,100)

	June 2011
	10,000 
	4.27
	4.27
	4.27
	43,012 
	10,000 

	Dec 2011
	10,000
	3.73
	3.73
	3.73
	37,573
	10,000 

	Total
	1,245,300
	 
	 
	 
	2,364,384
	1,245,300


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 2012 and its comparative:-
	
	
	
	
	
	Property
	
	Share
	
	

	03 months period ended
	
	Hotel and
	 development
	
	 Investment
	
	

	31/03/2012
	
	
	Manufacturing
	Resort
	& Investment
	Plantations
	& others
	Eliminations 
	Consolidated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	  External sales
	
	172,963
	35,898
	34,442
	-
	943
	-
	244,246

	  Inter-segment sales
	
	13,450
	-
	286
	7,527
	-
	(21,263)
	- 

	Total revenue
	
	186,413
	35,898
	34,728
	7,527
	943
	(21,263)
	244,246

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	(407)
	3,676 
	9,853 
	3,992 
	822 
	1,125 
	19,061

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	(468)

	Finance costs
	
	
	
	
	
	
	
	(161)

	Interest income 
	
	
	
	
	
	
	
	2,406 

	Share of profit of associate
	
	
	
	
	
	
	- 

	Profit before tax
	
	
	
	
	
	
	
	20,838

	Income tax expense
	
	
	
	
	
	
	
	(5,858)

	Profit for the period
	
	
	
	
	
	
	
	14,980


	
	
	
	
	
	Property
	
	Share
	
	

	3 months period ended
	
	Hotel and
	 development
	
	investment
	
	

	31/03/2011
	
	
	Manufacturing
	Resort
	& Investment
	Plantations
	& others 
	Eliminations 
	Consolidated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	  External sales
	
	203,598
	27,991
	16,351
	-
	992
	-
	248,932

	  Inter-segment sales
	
	15,824
	-
	290
	9,891
	78
	(26,083)
	- 

	Total revenue
	
	219,422
	27,991
	16,641
	9,891
	1,070
	(26,083)
	248,932

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	(7,514)
	(1,717)
	4,300
	6,647
	1,057
	(1,330)
	1,443

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	1,434

	Finance costs
	
	
	
	
	
	
	
	(276)

	Interest income 
	
	
	
	
	
	
	
	1,518

	Share of profit of associate
	
	
	
	
	
	
	-

	Profit before tax
	
	
	
	
	
	
	
	4,119

	Income tax expense
	
	
	
	
	
	
	
	(958)

	Profit for the period
	
	
	
	
	
	
	
	3,161


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 December 2011 up to the date of this report.

A11. Changes in the Composition of the Group

A 85.5% owned subsidiary of KSM, Tanjong Puteri Developments Sdn Bhd (“TPD”) (Company No. 205910-K) which is under voluntary winding up, held its final meeting on 16 April 2012. A Return by the Liquidator relating to Final Meeting was lodged on 17 April 2012 with the Companies Commission of Malaysia and Official Receiver. On the expiration of 3 months after the said lodgment date ie. 17 July 2012, TPD shall be dissolved pursuant to Section 272(5) of the Companies Act , 1965.
The winding up of the said subsidiary has no material effect on the earnings or net assets of KSM Group for the financial year ending 31 December 2012 

A12. Changes in Contingent Liabilities

At the date of this announcement, there were no material changes in contingent liabilities since the last balance sheet date.
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 2012 is made up as follows:-
	
	
	
	
	
	
	Current 
	Year

	
	
	
	
	
	
	Quarter
	To-Date

	
	
	
	
	
	
	RM'000
	RM'000

	     Current tax:
	
	
	
	
	
	

	
	Malaysian income tax
	
	
	-7,594
	-7,594

	
	Foreign tax
	
	
	
	-1,300
	-1,300

	
	
	
	
	
	
	-8,894
	-8,894

	     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
	
	3,036
	3,036

	
	
	
	
	
	
	
	

	      Total income tax expense
	
	
	-5,858
	-5,858


B2. Status of Corporate Proposals

There were no corporate proposals.
B3. Group Borrowings

Details of Group Borrowings are as follows:-
	 
	 
	 
	 
	 

	 
	
	
	
	Ringgit

	 
	
	
	
	‘million

	 
	
	
	
	 

	Bank overdraft - unsecured
	18

	 
	 
	 
	 
	 


 B4. Financial Instruments
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 2012, the Group has the following outstanding derivative financial instruments:

	 
	 
	 
	Contract
	Fair
	Fair Value

	 
	
	 
	amount
	value
	gain/(loss)

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

	 
	
	 
	
	
	 

	Currency forward contracts
	
	
	 

	 - less than 1 year
	 
	112,432
	109,950
	2,482 

	 
	 
	 
	 
	 
	 


B5. Changes In Material Litigation

There was no material litigation pending at the date of this announcement except for the following:- 
      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. Lawyers representing the subsidiary are of the opinion that there is a valid defence against the claim.
B6. Comparison with Preceding Quarter’s Results
  

                  1st Quarter 2012      4th Quarter 2011                 <- ----Inc./(Dec.) ------ >
                                             RM                         RM                          RM           %      
                                            ‘000                        ‘000                         ‘000       
 Revenue                           244,246                 301,704                   (57,458)     (19)
 Profit before taxation          20,838                   20,622 
  
              216        1  
The Group’s revenue in the first quarter of this year is lower than the preceding quarter due to lower quantity of refined oil sold. 

The following statements provide an explanation for the increase/reduction of profit recorded by operating segments in first quarter of this year as compared to preceding quarter.
Manufacturing 

Due to keen competition and low crop season, the FFB intake in the current quarter is much lower than the preceding quarter. As a result of lower throughput, the Mill recorded a lower profit  affecting significantly the performance of the manufacturing segment in  the current quarter.
Plantation

Although the FFB price is higher than the preceding quarter, profit recorded in the current quarter is still lower than the preceding quarter due to lower FFB production. 
Property investment
As a result of refurbishing the Regency Tower, a residential apartment in K.L. in 2011, some of the property, plant & equipment were written-off and certain costs incurred were charged out as repair & maintenance in preceding quarter. The completion of the project also has resulted in higher depreciation charge in the preceding quarter. All these factors have caused the  profit in preceding quarter to be lower than the current quarter. 

Hotel 

With the completion of the renovation of the Doubletree Alana Waikiki Hotel in Hawaii in mid 2011, the Hotel was able to successfully create awareness of the renovated product which translated into higher rates and occupancies. The general improvement of the hospitality industry also contributed to the better performance and the segment recorded an improvement in profit in the first quarter of 2012 
B7. Review of Performance 




         To 1st Quarter        To 1st Quarter        
                                                 2012                    2011               < ---- Inc./(Dec.) ----- >         
                                                   RM                      RM                       RM            % 
                                                  ‘000                     ‘000                      ‘000

Revenue                                  244,246             248,932                  (4,686)        (2)                                              Profit before taxation                 20,838                 4,119                  16,719        406
As compared to the previous corresponding quarter, there is a marginal reduction in revenue in the current quarter.
The following statements explain the major variance of operating segments between current quarter and previous corresponding quarter:-  
Manufacturing
In the first quarter of 2011, the refinery operated in a negative refining margin environment resulting in higher loss as compared to the current quarter.
Property development 

Profit in current quarter as compared to the previous corresponding quarter is higher due to higher revenue recognised. The increase in revenue is due to more units of commercial and residential properties sold.

Hotel 

The segment achieved a profit in the first quarter of 2012 as compared to a loss in the previous corresponding quarter as there was a major disruption in the first quarter of 2011 where a large number of rooms were closed for renovation.
B8. Prospects and Outlook
Plantation

The FFB production has been estimated to be more or less the same as the actual production in 2011. The profit contribution in 2012 is expected to be lower than 2011 due to higher fertiliser and other operating costs. 
Manufacturing  

Despite keen competition, the Mill will endeavour to secure the quantity of FFB close to 2011. The increase in operating cost could be partially recovered from the FFB suppliers and the performance of the Mill is expected to be the same as 2011. 

The Indonesian Government in September 2011 adopted an export duty structure that favoured processed palm oil export. The Malaysian refineries will only be able to compete against the Indonesian counterparts provided if the Malaysian authorities reduce the duty-exempted CPO export quota granted to selected local companies with refineries overseas. Coupled with the fluctuation of foreign currency and higher energy cost, the refinery will continue to operate in a very difficult environment.
Property Development 

The property development segment plans to launch new phases of residential properties to maintain the profit as 2011. 
Property Investment

The rental rates and occupancy of our office building, Menara Keck Seng in K.L is expected to be stable. As for Regency Tower, our residential apartment building also in K.L., it is a challenge to secure new expatriate as tenants due to the oversupply of new apartments and the on-going construction activities of the both adjacent neighbours.   
Hotels & Resort
With the completion of the renovation of the Doubletree Alana Waikiki Hotel in 2011, the performance of this hotel is expected to be better in 2012. For the Hotel in Toronto, the performance is expected to trend lower.

In view of the location of the Tanjong Puteri Golf Resort, promotional activities and new packages are necessary to increase the revenue. When a new highway leading to Pasir Gudang is completed, more golfers are expected to patronise the Resort.    

Overall, the performance of the Group will continue to be affected by the latest development of Eurozone crisis, the expected global economic slow down and the fluctuation of exchange rate. In addition to these negative factors, there will be a substantial increase in labour costs when the proposal of minimum wage is implemented in Malaysia. 
B9. Explanatory Notes for Variance of Actual Profit from Forecast Profit/ Profit Guarantee

Not applicable.
B10. Dividends
The Board does not recommend any dividend for the current quarter under review.

B11. 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 owners of 
	
	
	 

	  the parent
	
	
	14,213
	
	14,213

	 
	
	
	
	
	
	 

	Weighted average number of 
	
	
	 

	ordinary shares in issue
	
	360,232
	
	360,232

	 
	
	
	
	
	
	 

	Basic earnings per share (sen)
	3.95
	
	3.95

	 
	 
	 
	 
	 
	 
	 


  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.
B12. Notes to the Condensed Consolidated  Statement of Comprehensive Income

The following amounts have been (credited) / charged in arriving at profit before tax:

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	
	Individual Quarter
	Cumulative Quarter
	 

	 
	
	
	
	
	
	
	
	03 months ended
	03 months ended
	 

	 
	
	
	
	
	
	
	31-Mar
	31-Mar
	 

	 
	
	
	
	
	
	
	
	2012
	2011
	2012
	2011
	 

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

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	a)
	Interest income 
	
	
	
	
	(2,406)
	(1,518)
	(2,406)
	(1,518)
	 

	 
	b)
	Dividend income
	
	
	
	
	(942)
	(991)
	(942)
	(991)
	 

	 
	c)
	Other income
	
	
	
	
	(495)
	(645)
	(495)
	(645)
	 

	 
	d)
	Interest expenses
	
	
	
	
	161 
	276 
	161 
	276 
	 

	 
	e)
	Depreciation and amortisation
	
	
	
	6,606 
	6,136 
	6,606 
	6,136 
	 

	 
	f)
	Provision for /write-off/(write back) of receivables
	
	(7)
	(41)
	(7)
	(41)
	 

	 
	g)
	Provision/write-off/(write-back) of inventories
	
	
	(196)
	(64)
	(196)
	(64)
	 

	 
	h)
	(Gain) /Loss on disposal of quoted or unquoted of investment or properties
	0 
	3 
	0 
	3 
	 

	 
	i)
	Impairment of assets
	
	
	
	
	0 
	0 
	0 
	0 
	 

	 
	j)
	Foreign exchange (gain)/loss
	
	
	
	2,582 
	(3,178)
	2,582 
	(3,178)
	 

	 
	k)
	Assets written off/(write-back)
	
	
	
	(120)
	439 
	(120)
	439 
	 

	 
	l)
	(Gain)/Loss on derivatives
	
	
	
	(2,264)
	(95)
	(2,264)
	(95)
	 

	 
	m)
	(Gain) /Loss on disposal of plant & equipment
	
	
	(7)
	(528)
	(7)
	(528)
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	
	
	
	
	
	
	
	2,912 
	(205)
	2,912 
	(205)
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


PART C: DISCLOSURE OF REALISED AND UNREALISED PROFITS OR LOSSES
The breakdown of the Group’s retained profits as at 31 March 2012 and 31 December 2011 into realised and unrealised profits is as follows: 

	
	
	
	
	
	
	As at End of
	As at End of

	
	
	
	
	
	
	Current Quarter
	Preceding Quarter

	
	
	
	
	
	
	31/03/12
	31/12/11

	
	
	
	
	
	
	RM'000
	RM'000

	
	
	
	
	
	
	
	

	Total retained profits of the Company and the subsidiaries:-
	
	

	   - Realised
	
	
	
	
	1,193,141
	1,180,623

	   - Unrealised
	
	
	
	
	(10,653)
	(4,016)

	
	
	
	
	
	
	1,182,488
	1,176,607

	Total share of retained profits from associated companies:
	
	

	   - Realised
	
	
	
	
	0
	164

	
	
	
	
	
	
	

	
	
	
	
	
	
	1,182,488
	1,176,771

	Less: Consolidation adjustments
	
	
	(16,543)
	(25,039)

	Total group retained profits as per consolidated accounts
	
	1,165,945
	1,151,732








