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A. EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT – MASB 26

1. basis of preparation

The interim financial report is unaudited and is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements.


This interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.


The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 31 December 2001, except for the adoption of new applicable approved accounting standards set out below:


The following new MASB Standards have been applied from 1 January 2002:

(a)
Prospective application

· MASB 21 “Business Combinations”

· MASB 23 “Impairment of Assets”

(b)
Retrospective application

· MASB 19 “Events After Balance Sheet Date”   

· MASB 20 “Provisions, Contingent Liabilities and Contingent Assets”

· MASB 22 “Segment Reporting”


There are no changes in accounting policy that affect net profit for the period or shareholders’ equity as a result of the adoption of these standards in the interim financial report except for dividends as disclosed in Note 2 (a).


The promulgated standard MASB 25 “Income Taxes” has been adopted prior to its effective date. The effect to the interim financial report of this early adoption has been disclosed in Note 2 (b). 

2. Prior year adjustments
(a) Dividends



The dividends were accrued as a liability when proposed by Directors in last financial year ended 31 December 2001. The Group has now changed this accounting policy to recognise dividends in shareholders’ equity in the period in which the obligation to pay dividend has been established in accordance with MASB 19. The effect of this change in accounting policy has been applied retrospectively and reflected in the Condensed Consolidated Statement of Changes in Equity. 

(b) Deferred taxation


In prior year, deferred taxation is not provided on the revaluation surplus arising from revaluation of land held for future development which is not intended to be developed in the near future. During the period, the Group has changed this accounting policy to provide for deferred taxation on revaluation surplus arising from revaluation of land held for future development in accordance with MASB 25. The effect of this change in accounting policy has been applied retrospectively and reflected in the Condensed Consolidated Statement of Changes in Equity. 

3. CARRYING AMOUNT OF REVALUED ASSETS
(a) Property, plant and equipment


There are no revaluation of property, plant and equipment during the quarter.

(b) Investment properties


The carrying value of investment properties is based on the valuation incorporated in the annual financial statements for the year ended 31 December 2001.

4. DECLARATION OF AUDIT QUALIFICATION

There was no audit qualification in the annual audit report of the Company’s previous annual financial statements for the year ended 31 December 2001.

5. CHANGES IN ESTIMATES

There were no significant changes in estimates of amounts reported in prior quarter of the current year that have a material effect in the current quarter.

6. CHANges in the composition of the group

There was no change in the composition of the Group for the current quarter and financial year-to-date. 

7. ITEMS OF UNUSUAL NATURE AND AMOUNTS

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

8. Seasonal or Cyclical Factors

The business operations of the Group was not affected by any significant seasonal or cyclical factors in the current quarter.

9. DIVIDENS PAID
	
	
	9 months

	
	
	ended

	
	
	30.9.2002

	
	
	RM ‘000

	
	
	

	Ordinary final dividend of 7.7% less 28% tax 
	
	5,021


10. SEgMENT INFORMATION
The segment revenue and segment results for business segments for the current financial year-to-date are as follows:-

	
	Segment

Revenue
	
	Profit

before tax

	
	RM ‘000
	
	RM ‘000

	
	
	
	

	Property development
	152,470
	
	71,437

	Investment holding
	180
	
	170

	Total
	152,650
	
	71,607



Segmental reporting by geographical segments has not been prepared as all activities of the Group's operations are carried out in Malaysia only.

11. CAPITAL COMMITMENTS

	
	
	9 months

	
	
	ended

	
	
	30.9.2002

	
	
	RM ‘000

	Land held for development 

 Contracted but not provided for in the financial statements
	
	115,452


12. CHANGES IN contingEnt liabilities 

As disclosed in audited financial statements for the year ended 31 December 2001 in relation to the additional land of 32.48 acres to be acquired from Prolink Development Sdn Bhd (Prolink) as a result of the revision of layout plan of the central flood retention, Khoo Soon Lee Realty Sdn. Bhd. (“KSLR”), a wholly-owned subsidiary of the Company, and on behalf of three (3) other wholly-owned subsidiaries of the Company had on 5 November 2002 entered into a Sale and Purchase Letter Agreement, which should be taken and read in conjunction with the Sale and Purchase Agreement dated 29 December 1999, with Prolink for an agreed purchase consideration of RM10.5 million. 


Prolink has agreed to reimburse the surveyor’s fee, quit rent and assessment and to share the cost of the construction and upgrading works that have been and to be incurred by KSLR on the said land, resulting in a reduction of the net consideration to RM7.48 million. 

13. DEBT AND EQUITY SECURITIES


There were no issuance or repayment of debts and equity securities, shares buy-back, shares cancellation, shares held as treasury shares and resale of treasury shares for the current quarter and financial year-to-date, except for the public issue of 27,150,000 new ordinary shares of RM0.50 each at an issue price of RM1.20 per share for cash which was completed by 6 February 2002. 

14. RELATED PARTY TRANSACTIONs
	
	
	9 months

	
	
	ended

	
	Note
	30.9.2002

	
	
	RM

	Interest paid to:
	
	

	
	
	

	Khoo Soon Lee Motor Credit Sdn. Bhd. 
	a
	6,763

	Damai Motor Trading Sdn. Bhd.  
	b
	28,794

	
	
	

	Rental received from:
	
	

	
	
	

	Harapan Terang Motor Sdn. Bhd.
	c
	7,200

	Damai Motor Kredit Sdn. Bhd. 
	d
	4,200

	
	
	

	Rental paid to:
	
	

	
	
	

	Bintang-Bintang Sdn. Bhd.  
	b
	22,500

	Segamat Quarry (1981) Sdn. Bhd.
	b
	69,000

	
	
	

	Transport charges paid to:
	
	

	
	
	

	Segamat Quarry (1981) Sdn. Bhd. 
	b
	37,500

	
	
	

	Purchases from:
	
	

	
	
	

	Sri Temenggong Sdn. Bhd.
	e
	700,171

	
	
	

	Purchase of motor vehicle from:
	
	

	
	
	

	Damai Motor Kredit Sdn. Bhd.
	d
	71,062



Notes:

(a) In which Ku Hwa Seng and directors of certain subsidiary companies, Ku Wa Chong and Ku Pon, have interest.

(b) In which directors of certain subsidiary companies, Ku Pon and Ku Wa Chong, have interest.

(c) In which Ahmad Bin Ab. Rahman and Ku Tien Sek have interest.

(d) In which Ahmad Bin Ab. Rahman has interest.

(e) In which Ahmad Bin Ab. Rahman and directors of certain subsidiary companies, Ku Wa Chong and Ku Pon, have indirect interest.


The directors are of the opinion that all the transactions above have been entered into in the normal course of business and have been established on terms and conditions that are not materially different from that obtainable in transactions with unrelated parties.

15. EVENTS subsequent to The Balance sheet date 
There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period under review.
B. ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS
1. Review of performance 

The Group has registered turnover and pre-tax profit of RM152.65 million and RM 71.61 million respectively for the 9 months period ended 30 September 2002. This performance has been substantially contributed by projects such as Taman Nusa Perintis III, Taman Selesa and Taman Nusa Bestari 2. 

2. VARIATION OF RESULTS AGAINST PRECEDING QUARTER


For the third quarter under review, the Group recorded a pre-tax profit of RM12.8 million, a 55% drop from preceding quarter which registered a pre-tax profit of RM28.45 million. This is mainly due to the exodus of foreign labour in the construction sector due to the change in immigration policy by the government pertaining to the employment of foreign workers. These have significantly impacted the progress of most of the projects during this quarter, especially Taman Nusa Bestari 2, which currently represents one of the largest on-going projects of the Group.

3. current year Prospects


Notwithstanding that the outlook for the property market for the current year is likely to remain challenging, the group will continue to focus on the development of medium cost residential properties especially in Taman Nusa Bestari 2, which are still favourable in view of the strong market demand of the Group’s properties. 


The Group is expecting to hand over more than 95% of the total 1147 units of completed properties of project Taman Nusa Bestari 2 to its house buyers in the coming quarter which will further enhance the cash flow position of the Group.


On the whole, the Board of Directors is optimistic that the Group’s performance for the current financial year will outperform the forecast for the year.

4. Profit FORECAST


Not applicable for the current quarter.

5. Tax EXPENSE

	
	3 months 
	
	9 months 

	
	ended
	
	ended

	
	30.9.2002
	
	30.9.2002

	
	RM ‘000
	
	RM ‘000

	
	
	
	

	Current tax expense
	3,797
	
	21,031

	Deferred tax expense
	(22)
	
	(244)

	
	3,775
	
	20,787

	Over provision in prior years
	(14)
	
	(13)

	
	3,761
	
	20,774



The effective rate of taxation of the Group is higher than the statutory rate of taxation due to certain expenses being disallowed for taxation purposes.

6. uNQUOTED INVESTMENTS AND PROPERTIES

There were no profits on sale of unquoted investments or properties as there were no disposals of unquoted investments or properties during the period under review.

7. Quoted INVESTMENTS

There were no purchases or disposal of quoted investments or securities during the period under review.

8. STATUS OF CORPORATE PROPOSALS 

(a) Status of Corporate Proposals


Proposed Acquisition of Land from Kulim (Malaysia) Berhad


Khoo Soon Lee Realty Sdn. Bhd. (“KSLR”), a wholly-owned subsidiary of the Company had entered into a conditional Sale and Purchase Agreement (“the said Agreement”) with Kulim (Malaysia) Berhad (“Kulim”) on 27 February 2002 to purchase from Kulim a piece of freehold agricultural land measuring in total area of approximately 714.1435 acres which forms part of Lot 2437, held under CT 13581, Mukim of Tebrau, District of Johor Bahru (“the said Land”) for a total cash consideration of Ringgit Malaysia Seventy Five Million Six Hundred Ninety Nine Thousand Two Hundred Thirty Seven and Sen Fifty (RM75,699,237.50) only and upon the terms and conditions as stipulated in the said Agreement (“the Proposed Cash Acquisition”).

The shareholders of the Company had approved the Proposed Cash Acquisition at the Extraordinary General Meeting held on 20 May 2002. KSLR also had obtained the approval from the Foreign Investment Committee via its letter dated 15 May 2002. 


Currently, the title of the said Land has yet to be transferred to KSLR. Upon fulfilling of all the conditions precedent by Kulim, KSLR will release the balance of the purchase consideration to Kulim.

Proposed Acquisition of Land from Johor Corporation


KSLR had on 3 April 2002 accepted an offer from Johor Corporation (“JC”) to acquire from JC a piece of freehold agricultural land held under HS(D) 281736, Lot No. PTD 84133, Mukim of Tebrau, District of Johor Bahru, Johor Darul Takzim with an area of approximately 237.845 acres (“the said Land”) for a total purchase consideration of Ringgit Malaysia Fifty One Million Eight Hundred Two Thousand Six Hundred and Forty One (RM51,802,641-00) only or calculated at the rate of Ringgit Malaysia Five (RM5-00) only per square foot (“the Purchase Price”) and upon the terms and conditions as stipulated in the Letter of Offer from JC dated 26 December 2001 (“the Proposed Acquisition of Land”). On the even date, KSLR had paid to JC a five percent (5%) deposit of the Purchase Price.


On 16 August 2002, KSLR had entered into a conditional Sale and Purchase Agreement (“the said Agreement”) with JC for the purchase of said Land. KSLR had paid another five percent (5%) deposit of the Purchase Price to JC upon the execution of the said Agreement.


The shareholders of the Company had approved the Proposed acquisition of land at the Extraordinary General Meeting held on 20 November 2002.

(b)
Status of Utilisation of proceeds raised from the Listing Exercise

As at 30 September 2002, the proceeds raised from the Public Issue and Offer for Sales of Shares on 6 February 2002 had been utilised in the following manner:

	
	Approved

by the SC
	Utilisation
	(Over)/Under

Utilisation

	
	RM’000
	RM,000
	RM’000

	
	
	
	

	Repayment of amount due to directors
	12,545
	12,489
	56

	Repayment of bank borrowings
	16,277
	16,329
	(52)

	Listing Expenses
	3,000
	3,426
	(426)

	Working Capital
	758
	336
	422

	
	32,580
	32,580
	-


BORROWINGS AND DEBT SECURITIES

	
	Short term
	Long term
	Total

	
	RM’000
	RM,000
	RM’000

	Secured :
	
	
	

	Bank overdraft
	3,647
	-
	3,647

	Revolving credit
	5,000
	-
	5,000

	Term loan
	5,546
	556
	6,102

	Lease payable
	95
	-
	95

	
	14,288
	556
	14,844



The above borrowings are denominated in Ringgit Malaysia.

9. Off Balance Sheet FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk as at 20 November 2002.

10. CHANGES IN Material Litigation

There were no material litigations as at 20 November 2002.

11. dividendS


The Board of Directors has not recommended any interim dividend for the current quarter and current financial year-to-date.

12. BASIC and FULLY DILUTED EARNINGS PER SHARE
	
	3 months ended
	9 months ended

	
	30.9.2002
	30.9.2001
	30.9.2002
	30.9.2001

	
	
	
	
	

	(a)
Basic earnings per share
	
	
	
	

	
	
	
	
	

	
Net profit for the period (RM’000)
	9,034
	-
	50,833
	-

	
Issued ordinary shares at beginning


 of the period (’000) 
	181,000
	-
	153,850
	-

	
Effect of 27,150,000 ordinary shares issued in February 2002 (’000)
	-
	-
	24,133
	-

	
	
	
	
	

	
Weighted average number of 


 ordinary in issue (’000)
	181,000
	-
	177,983
	-

	
	
	
	
	

	
Basic earnings per share (sen)
	4.99
	-
	28.56
	-


	
	3 months ended
	9 months ended

	
	30.9.2002
	30.9.2001
	30.9.2002
	30.9.2001

	
	
	
	
	

	(b)
Diluted earnings per share
	
	
	
	

	
	
	
	
	

	
Net profit for the period (RM’000)
	9,034
	-
	50,833
	-

	
Issued ordinary shares at beginning


 of the period (’000) 
	181,000
	-
	153,850
	-

	
Effect of 27,150,000 ordinary shares 


 issued in February 2002 (’000)
	-
	-
	24,133
	-

	
	
	
	
	

	
Weighted average number of 


 ordinary in issue (’000)
	181,000
	-
	177,983
	-

	
	
	
	
	

	
Basic earnings per share (sen)
	4.99
	-
	28.56
	-



The Group has not issued any financial instrument, contract or options that may entitle its ordinary shareholders to any dilutive potential ordinary shares.

On Behalf of the Board

KSL HOLDINGS BERHAD

KHOO CHENG HAI @ KU CHENG HAI

Group Managing Director
Date : 20 November 2002

