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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 20 June 2012.

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 

	June 2012
	10,000
	3.91
	3.91
	3.91
	39,386
	10,000 

	Total
	1,255,300
	 
	 
	 
	2,403,770
	1,255,300


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 30 
June 2012 and its comparative:-
	
	
	
	
	
	Property
	
	Share
	
	

	6 months period ended
	
	Hotel and
	 development
	
	 Investment
	
	

	30/06/2012
	
	
	Manufacturing
	Resort
	& Investment
	Plantations
	& others
	Eliminations 
	Consolidated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	  External sales
	
	384,565
	72,358
	71,483
	0
	4,039
	-
	532,445

	  Inter-segment sales
	
	25,009
	0
	571
	18,173
	0
	(43,753)
	0 

	Total revenue
	
	409,574
	72,358
	72,054
	18,173
	4,039
	(43,753)
	532,445

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	1,996 
	6,440 
	20,390 
	9,362 
	3,797 
	1,072 
	43,057

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	7,349 

	Finance costs
	
	
	
	
	
	
	
	(365)

	Interest income 
	
	
	
	
	
	
	
	4,542 

	Share of profit of associate
	
	
	
	
	
	
	0 

	Profit before tax
	
	
	
	
	
	
	
	54,583

	Income tax expense
	
	
	
	
	
	
	
	(12,530)

	Profit for the period
	
	
	
	
	
	
	
	42,053


	
	
	
	
	
	Property
	
	Share
	
	

	6 months period ended
	
	Hotel and
	 development
	
	investment
	
	

	30/06/2011
	
	
	Manufacturing
	Resort
	& Investment
	Plantations
	& others 
	Eliminations 
	Consolidated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	  External sales
	
	515,382
	60,198
	38,045
	-
	4,090
	-
	617,715

	  Inter-segment sales
	
	39,455
	-
	578
	24,693
	78
	(64,804)
	- 

	Total revenue
	
	554,837
	60,198
	38,623
	24,693
	4,168
	(64,804)
	617,715

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	2,670
	(2,310)
	10,272
	16,471
	4,162
	(906)
	30,359

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	9,067

	Finance costs
	
	
	
	
	
	
	
	(755)

	Interest income 
	
	
	
	
	
	
	
	2,852

	Share of profit of associate
	
	
	
	
	
	
	-

	Profit before tax
	
	
	
	
	
	
	
	41,523

	Income tax expense
	
	
	
	
	
	
	
	(9,856)

	Profit for the period
	
	
	
	
	
	
	
	31,667


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 30 June 2012 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) has been dissolved on 17 July 2012 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 on the financial result.
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 30 June 2012 is made up as follows:-
	
	
	
	
	
	
	Current 
	Year

	
	
	
	
	
	
	Quarter
	To-Date

	
	
	
	
	
	
	RM'000
	RM'000

	     Current tax:
	
	
	
	
	
	

	
	Malaysian income tax
	
	
	-3,953
	-11,547

	
	Foreign tax
	
	
	
	-1,002
	-2,302

	
	
	
	
	
	
	-4,955
	-13,849

	     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
	
	-1,717
	1,319

	
	
	
	
	
	
	
	

	      Total income tax expense
	
	
	-6,672
	-12,530


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
	12

	 
	 
	 
	 
	 


 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 30 June 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
	 
	111,752
	113,375
	(1,623)

	 
	 
	 
	 
	 
	 


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
  

                  2nd Quarter 2012       1st Quarter 2012           <- ----Inc./(Dec.) ------ >
                                             RM                         RM                          RM           %      
                                            ‘000                        ‘000                         ‘000       
 Revenue                           288,199                 244,246                    43,953        18
 Profit before taxation          33,745                   20,838 
  
        12,907         62             
The Group’s revenue in the second quarter of this year is higher than the preceding quarter due mainly to higher quantity and price of refined oil sold. 

The followings explain the major variance in profit recorded by operating segments in second quarter of this year as compared to preceding quarter:-
Manufacturing 

Despite the difficult operating environment, the refinery recorded a profit in the current quarter as compared to a loss in the preceding quarter due to  appreciation of USD

Share Investment

This segment recorded a higher profit in the current quarter due to higher dividend income received. 
Others

The Group has surplus fund denominated in a foreign currency. As a result of the strengthening of the foreign currency against the Malaysian Ringgit in the second quarter over the first quarter, a substantial unrealised gain was recorded.
B7. Review of Performance 




         To 2nd Quarter        To 2nd Quarter        
                                                 2012                    2011               < ---- Inc./(Dec.) ----- >         
                                                   RM                      RM                       RM            % 
                                                  ‘000                     ‘000                      ‘000

Revenue                                  532,445              617,715                (85,270)        (14)                                              Profit before taxation                 54,583                 41,523                 13,060          31
The followings explain the major variance of operating segments’ performance between the first half of 2012 and previous corresponding period:-  

Revenue 

As a result of more units of property sold and higher percentage of completion recognised in first half of 2012, the property development segment recorded a higher revenue. However, the manufacturing segment recorded a lower revenue due to lower quantity and price of refined oil sold. Overall, the revenue in the first half of 2012 is lower than that of the previous corresponding period.
Profit before taxation 

Plantation
The lower profit in the first half of 2012 is attributed to lower FFB production, lower FFB price and higher production cost per MT of FFB.
Property development 

Profit in first half of 2012 is higher due to higher revenue recognised and higher gross profit margin. 

Hotel 

With the completion of renovation in mid 2011, the Doubletree Alana Waikiki Hotel in Hawaii recorded a higher occupancy rate and average room rate resulting in higher profit in the first half of 2012 for the hotel segment as compared to the previous corresponding period.
Golf Resort

The Tanjong Puteri Golf Resort managed to turnaround from a loss in first half of 2011 to a profit in the first half of 2012.  The turnaround is mainly due to the followings:- 

a. increase in revenue as a result of influx of expatriates taking up rooms and villas 

b. write-off of properties, plant and equipments in the first half of 2011 when rooms in the 

    clubhouse underwent a renovation

c. more nomination & assignment of membership  transactions in first half of 2012 when golfers 
    from two of the golf clubs nearby joined the Resort as nominees or new members resulting in 
    higher income

B8. Prospects and Outlook
Plantation

FFB production for the remaining two quarters of 2012 is likely to be affected by dry weather caused by the El Nino weather phenomenon. In addition to lower production, the performance of this segment will continue to be affected by higher fertiliser prices and increased wages. Although the CPO price is expected to rise due to lower FFB production, the weak global economic sentiment and the unresolved Euro zone debt crisis may exert a downward pressure to the CPO and FFB price.  
Manufacturing  

Due to lower FFB production by the plantation industry, the Mill will have to face extreme competition and to pay a higher FFB price to compete for the purchase of FFB. As the Mill is unlikely to secure the quantity of FFB close to 2011 and coupled with higher labour and other operating costs, the performance in 2012 is expected to be lower than 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 renovation of the Doubletree Alana Waikiki Hotel in 2011, this hotel is expected to perform 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. With the completion of the new highway leading to Pasir Gudang, more golfers have patronised the Resort and revenue for second half of 2012 is expected to be close to the first half.     

Overall, the Group’s performance will continue to be affected by negative factors such as the Euro zone crisis, global economic slow down and climate change, currency fluctuation and increased wages. 
B9. Explanatory Notes for Variance of Actual Profit from Forecast Profit/ Profit Guarantee

Not applicable.
B10. Dividends
      (i)   An interim ordinary dividend in respect of the financial year ending 31 December 2012 

            had been declared

      (ii)  The amount per share is 4% less 25% tax.
      (iii) The previous corresponding period was 4% less 25% tax

      (iv) The date of payment is 23 November 2012; and

      (v)  In respect of deposited securities, entitlement to dividends will be determined on the 

            basis of the record of depositors as at 31 October 2012.

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
	
	
	26,395
	
	40,608

	 
	
	
	
	
	
	 

	Weighted average number of 
	
	
	 

	ordinary shares in issue
	
	360,231
	
	360,232

	 
	
	
	
	
	
	 

	Basic earnings per share (sen)
	7.33
	
	11.27

	 
	 
	 
	 
	 
	 
	 


  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
	 

	 
	
	
	
	
	
	
	
	6 months ended
	6 months ended
	 

	 
	
	
	
	
	
	
	30-Jun
	30-Jun
	 

	 
	
	
	
	
	
	
	
	2012
	2011
	2012
	2011
	 

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

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	a)
	Interest income 
	
	
	
	
	(2,136)
	(1,334)
	(4,542)
	(2,852)
	 

	 
	b)
	Dividend income
	
	
	
	
	(3,097)
	(3,099)
	(4,039)
	(4,090)
	 

	 
	c)
	Other income
	
	
	
	
	(979)
	(799)
	(1,474)
	(1,444)
	 

	 
	d)
	Interest expenses
	
	
	
	
	204 
	478 
	365 
	755 
	 

	 
	e)
	Depreciation and amortisation
	
	
	
	6,632 
	6,114 
	13,238 
	12,250 
	 

	 
	f)
	Provision for /write-off/(write back) of receivables
	
	(63)
	84 
	(70)
	43 
	 

	 
	g)
	Provision/write-off/(write-back) of inventories
	
	
	(168)
	(52)
	(364)
	(116)
	 

	 
	h)
	(Gain) /Loss on disposal of properties, plant & equipment
	
	(20)
	1,209 
	(27)
	681 
	 

	 
	i)
	(Gain) /Loss on disposal of quoted or unquoted of investment or properties
	(33)
	1 
	(33)
	4 
	 

	 
	j)
	Impairment of assets
	
	
	
	
	0 
	0 
	0 
	0 
	 

	 
	k)
	Foreign exchange (gain)/loss
	
	
	
	(16,467)
	(14,124)
	(13,885)
	(17,302)
	 

	 
	l)
	Assets written off/(write-back)
	
	
	
	113 
	680 
	(7)
	1,119 
	 

	 
	m)
	(Gain)/Loss on derivatives
	
	
	
	4,105 
	(651)
	1,841 
	(746)
	 

	 
	
	
	
	
	
	
	
	(11,909)
	(11,628)
	(8,997)
	(11,833)
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


PART C: DISCLOSURE OF REALISED AND UNREALISED PROFITS OR LOSSES
The breakdown of the Group’s retained profits as at 30 June 2012 and 31 December 2011 into realised and unrealised profits is as follows: 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	As at
	As at

	
	
	
	
	
	
	30/06/12
	31/12/11

	
	
	
	
	
	
	RM'000
	RM'000

	
	
	
	
	
	
	
	

	Total retained profits of the Company and the subsidiaries:-
	
	

	   - Realised
	
	
	
	
	1,211,470
	1,180,623

	   - Unrealised
	
	
	
	
	(7,015)
	(4,016)

	
	
	
	
	
	
	1,204,455
	1,176,607

	Total share of retained profits from associated companies:
	
	

	   - Realised
	
	
	
	
	0
	164

	
	
	
	
	
	
	

	
	
	
	
	
	
	1,204,455
	1,176,771

	Less: Consolidation adjustments
	
	
	(28,325)
	(25,039)

	Total group retained profits as per consolidated accounts
	
	1,176,130
	1,151,732








