                  KECK SENG (MALAYSIA) BERHAD

                        (Company no. 8157-D)

                           (Incorporated in Malaysia)

                                                                                                      
INTERIM FINANCIAL REPORT FOR THE SECOND QUARTER ENDED 30 JUNE 2013
____________________________________________________________________________
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 2012. 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 2012.

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 2012. 

The Group which falls within the scope definition of Transitioning Entities is allowed to defer the adoption of the new Malaysian Financial Reporting Standards (“MFRS”) Framework until end of 2013. Accordingly, the Group will prepare the first MFRS financial statements beginning 1 January 2014 based on the MFRS Framework. For the financial statements ending 31 December 2013, the Group will continue to use the Financial Reporting Standards (“FRS”).

A2. Status of Audit Qualification

Not applicable as the audited financial statements for the year ended 31 December 2012
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. 
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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 27 June 2013.

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 

	Dec 2012
	10,000
	3.90
	3.90
	3.90
	39,285
	10,000 

	Total
	1,265,300
	 
	 
	 
	2,443,055
	1,265,300


A7. Dividend paid
There was 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 2013 and its comparative:-
	6 months period ended 30/06/2013
	Manufacturing
	Hotel and Resort
	Property development & Investment
	Plantations
	Share investment  and others
	Eliminations 
	Consolidated

	
	
	
	
	
	
	
	

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE
	
	
	
	
	
	
	

	  External sales
	311,644
	73,534
	68,569
	0
	3,991
	
	457,738

	  Inter-segment sales
	16,297
	0
	680
	14,342
	0
	(31,319)
	0

	Total revenue
	327,941
	73,534
	69,249
	14,342
	3,991
	(31,319)
	457,738

	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	

	Segment results
	27,036 
	8,450 
	21,503 
	5,445 
	20,656 
	406
	83,496

	Foreign exchange gain/(loss)
	
	
	
	
	
	             153

	Finance costs
	
	
	
	
	
	
	(367)

	Interest income 
	
	
	
	
	
	
	4,550

	Share of profit of associate
	
	
	
	
	
	182

	Profit before tax
	
	
	
	
	
	
	88,014

	Income tax expense
	
	
	
	
	
	
	  (18,110)

	Profit for the period
	
	
	
	
	
	
	        69,904
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	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
	-
	4,039
	-
	532,445

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

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

	
	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	
	

	Segment results
	
	1,824
	6,440
	20,390
	9,362
	3,797
	1,072
	42,885

	Foreign exchange gain/(loss)
	
	
	
	
	
	
	7,521

	Finance costs
	
	
	
	
	
	
	
	(365)

	Interest income 
	
	
	
	
	
	
	
	4,542

	Share of profit of associate
	
	
	
	
	
	
	-

	Profit before tax
	
	
	
	
	
	
	
	54,583

	Income tax expense
	
	
	
	
	
	
	
	(12,530)

	Profit for the period
	
	
	
	
	
	
	
	42,053


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 2013 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

At the date of this announcement, there were no material changes in contingent liabilities since the last balance sheet date.
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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 2013 is made up as follows:-
	
	
	
	
	
	
	Current 
	Year

	
	
	
	
	
	
	Quarter
	To-Date

	
	
	
	
	
	
	RM’000
	RM’000

	     Current tax:
	
	
	
	
	
	

	
	Malaysian income tax
	
	
	(4,106)
	(9,961)

	
	Foreign tax
	
	
	
	(951)
	(2,625)

	
	
	
	
	
	
	(5,057)
	(12,586)

	     Over/(under) provision in respect of prior years
	
	

	
	Malaysian income tax
	
	
	583
	583

	
	Foreign tax
	
	
	
	0
	0

	
	
	
	
	
	
	583
	583

	      Deferred tax
	
	
	
	
	
	

	
	Transfer from/(to) deferred taxation
	
	(3,485)
	(6,107)

	
	
	
	
	
	
	
	

	      Total income tax expense
	
	
	(7,959)
	(18,110)


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
	6
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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 2013, 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
	 
	124,936
	124,711
	225 

	 
	 
	 
	 
	 
	 


B5. Changes In Material Litigation

There was no material litigation pending at the date of this announcement. 
B6. Comparison with Preceding Quarter’s Results
  

                  2nd Quarter 2013       1st Quarter 2013            <- ---(Decrease)/Increase ---- >
                                             RM                         RM                          RM           %      
                                            ‘000                        ‘000                         ‘000       
 Revenue                           228,012                 229,726                    (1,714)       (1)
 Profit before taxation           49,492                  38,522                     10,970       28             
Profit before taxation          
2 segments had recorded a profit in current quarter materially different from the preceding quarter :-
Manufacturing

Although a higher forex gain was recorded in 2Q  2013, the profit  was still lower as the market condition was less favourable  than 1Q 2013.

Share Investment
As a result of gain of RM 16.8 million from disposal of quoted shares, the profit in current quarter was higher than the preceding quarter.
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B7. Review of Performance 




         To 2nd Quarter        To 2nd Quarter        
                                                 2013                    2012               < -- (Decrease)/Increase -- >         
                                                   RM                      RM                       RM            % 
                                                  ‘000                     ‘000                      ‘000

Revenue                                  457,738               532,445                (74,707)        (14)                                              Profit before taxation                 88,014                 54,583                  33,431          61
Revenue 

The revenue in 1H 2013 as compared to 1H 2012 was lower due mainly to lower selling price of refined oil although there was an increase in  quantity sold. 
Profit before taxation 

3 segments had recorded a profit in 1H 2013 materially different from 1H 2012 :-

Manufacturing

The profit recorded in 1H 2013 was much higher than 1H 2012 attributed to a favourable market condition for refined oil and higher forex gain in 1H 2013.
Share Investment

The disposal of quoted shares in 1H 2013 had resulted in a profit of RM 16.8 million. There were no disposal in 1H 2012.
Forex as Unallocated Item

As a result of fluctuation of SGD against MYR, a higher forex gain on cash mainly denominated in SGD was recorded in 1H 2012 as compared to 1H 2013.
B8. Prospects and Outlook 
Plantation

The FFB price is expected to fluctuate in tandem with CPO and Palm Kernel price and the production is expected to be marginally higher than 2012. 
Manufacturing  

Our Refinery will continue to face stiff competition to export the refined oil with more refineries set up in Indonesia. The performance of the Refinery will be very much dependent on the price of other substitute oils and exchange rates of USD against MYR while the FFB processed by the Mill in 2013 is expected to be marginally higher than that of 2012. 
Property Development 
To maintain the profit level as in 2012, the management plans to launch new phases of properties in 2 areas:-

a. residential properties in Taman Daya 

b. gated and guarded and higher premium residential properties in Bandar Baru Kangkar Pulai
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Property Investment

The average rental rate and occupancy of our office building, Menara Keck Seng in Kuala Lumpur is expected to be stable. As for Regency Tower, our residential apartment building, there has been an improvement in occupancy.  However, the competition for expatriate tenants remains challenging due to the oversupply of new apartments in Kuala Lumpur.   

Hotels & Resort         

The operating environment at Toronto Airport, where the Doubletree Toronto Airport Hotel is situated, remains challenging. Furthermore, on 27 August 2013, the Hotel “de-flagged” as a Doubletree Hotel and will instead operate independently as the International Plaza Hotel without any brand affiliation. The transition period  after “de-flagging” will be difficult and performance will likely be affected.
With the recovery of the US economy, the performance of the Doubletree Alana Waikiki Hotel in Hawaii is likely to be better than previous year.

The new Eastern Dispersal Link Expressway and Johor Bahru East Coast Highway enables golfers to have easy access to the Tanjong Puteri Golf Resort. The Korean “winter golfers” will continue visiting the Tanjong Puteri Golf Resort at year end and more value added promotions will be launched. Thus, the Resort is expected to contribute positively to the Group in 2H 2013.
Overall, the Group’s performance will continue to be affected by the global economic uncertainty,  climate change, volatility of currency exchange and increased production costs for all the segments in Malaysia due to the implementation of  Minimum Wage Policy in 2013 
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 2013 

            had been declared

      (ii)  The amount per share is 5% less 25% tax.
      (iii) The previous corresponding period was 4% less 25% tax

      (iv) The date of payment is 20 November 2013; and

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

            basis of the record of depositors as at 28 October 2013.
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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
	
	
	41,402
	
	68,552

	 
	
	
	
	
	
	 

	Weighted average number of 
	
	
	 

	ordinary shares in issue
	
	360,212
	
	360,212

	 
	
	
	
	
	
	 

	Basic earnings per share (sen)
	11.49
	
	19.03

	 
	 
	 
	 
	 
	 
	 


  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
	 

	 
	
	
	
	
	
	
	3 months ended 
	6 months ended
	 

	 
	
	
	
	
	
	30 June
	30 June
	 

	 
	
	
	
	
	
	
	2013
	2012
	2013
	2012
	 

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

	 
	
	
	
	
	
	
	
	
	
	
	 

	a)
	Interest income 
	
	
	
	
	(2,410)
	(2,136)
	(4,550)
	(4,542)
	 

	b)
	Dividend income
	
	
	
	
	(3,118)
	(3,097)
	(3,991)
	(4,039)
	 

	c)
	Other income
	
	
	
	
	(789)
	(979)
	(1,569)
	(1,474)
	 

	d)
	Interest expenses
	
	
	
	
	201
	204
	367
	365
	 

	e)
	Depreciation and amortisation
	
	
	
	5,947
	6,632
	11,835
	13,238
	 

	f)
	Provision for /write-off/(write back) of receivables
	
	(6)
	(63)
	(5)
	(70)
	 

	g)
	Provision/write-off/(write-back) of inventories
	
	
	(85)
	(168)
	(225)
	(364)
	 

	h)
	(Gain) /Loss on disposal of properties, plant & equipment
	
	1
	(20)
	(6)
	(27)
	 

	i)
	(Gain) /Loss on disposal of quoted or unquoted of investment or properties
	(16,792)
	(33)
	(16,792)
	(33)
	 

	j)
	Impairment of assets
	
	
	
	
	0
	0
	0
	0
	 

	k)
	Foreign exchange (gain)/loss
	
	
	
	(10,254)
	(16,467)
	(12,755)
	(13,885)
	 

	l)
	Assets written off/(write-back)
	
	
	
	11
	113
	13
	(7)
	 

	m)
	(Gain)/Loss on derivatives
	
	
	
	2,101
	4,105
	3,430
	1,841
	 

	 
	
	
	
	
	
	
	(25,193)
	(11,909)
	(24,248)
	(8,997)
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PART C: DISCLOSURE OF REALISED AND UNREALISED PROFITS OR LOSSES
The breakdown of the Group’s retained profits as at 30 June 2013 and 31 December 2012 into realised and unrealised profits is as follows: 

	
	
	
	
	
	
	As at End of
	As at End of

	
	
	
	
	
	
	30/06/13
	31/12/12

	
	
	
	
	
	
	RM'000
	RM'000

	
	
	
	
	
	
	
	

	Total retained profits of the Company and the subsidiaries:-
	
	

	   - Realised
	
	
	
	
	1,277,696
	1,222,873

	   - Unrealised
	
	
	
	
	(177)
	(1,807)

	
	
	
	
	
	
	1,277,519
	1,221,066

	Total share of retained profits from associated companies:
	
	

	   - Realised
	
	
	
	
	346
	0

	   - Unrealised
	
	
	
	
	 
	 

	
	
	
	
	
	
	1,277,865
	1,221,066

	Less: Consolidation adjustments
	
	
	(18,149)
	(13,693)

	Total group retained profits as per consolidated accounts
	
	1,259,716
	1,207,373
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