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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 and should be read in conjunction with the financial statements of the Group for the year ended 31 December 2002. 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 financial year ended 31 December 2002.


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 2002. 

2. CARRYING AMOUNT OF REVALUED ASSETS
The valuations of property, plant and equipment and investment properties have been brought forward without amendment from the financial statements for the year ended 31 December 2002.
(a) PROPERTY, PLANT AND EQUIPMENT


There is 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.

3. DECLARATION OF AUDIT QUALIFICATION
The auditors report on the financial statements for the year ended 31 December 2002 was not qualified.

4. CHANGES IN ESTIMATES

There were no significant changes in estimates that have had a material effect in the current quarter.

5. CHANges in the composition of the group
There were no changes in the composition of the Group during the current quarter. 

6. 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 during the current quarter except the proceeds from the issuance of new private placement shares of RM 27,150,000. Details of the private placement may be found in note B.8.3 of this Interim Report. 

7. Seasonal or Cyclical Factors
 
The business operations of the Group were not affected by any significant seasonal or cyclical factors in the current quarter.

8. DIVIDENdS PAID
The amount of dividends paid during the financial period ended 30 September 2003 was as follow: -

In respect of the financial year ended 31 December 2002 as reported in the directors’ report of that year: -
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First and final tax exempt dividend of 9%, paid on 19 August 2003.
               8,145
9. 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 
	
	RM

	
	‘000
	
	‘000

	
	
	
	

	Property development
	153,683
	
	69,153

	Investment holding
	191


	
	177

	Total
	153,874
	
	69,330



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

10. CAPITAL COMMITMENTS

Total capital commitments not provided for in the interim financial statements as at 30 September 2003 is as follow:

	
	
	RM

 ‘000

	Proposed Acquisition of Land:

Approved and contracted for but not provided for in the financial statements


	
	118,051


11. DEBT  AND EQUITY SECURITIES


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities except for he following: -

(a) PRIVATE PLACEMENT

On 29 August 2003, KSL Holdings Berhad (“ the Company”) issued 18,100,000 new ordinary shares of RM 0.50 each at RM 1.50 each for additional working capital purposes.

(b) BONUS ISSUE

On 3 November 2003, the Company issued 66,366,666 new Bonus Shares of RM 0.50 each, on the basis of one (1) new ordinary share for every three (3) existing ordinary shares held.

The above new ordinary shares issued shall rank pari passu in all respects with the existing ordinary shares of the company save and except that they will not be entitled to an dividends declared, rights, allotments and/or other forms of distributions which may be declared or paid prior to the date of allotment. 

12. RELATED PARTY TRANSACTIONs
	
	
	9 months

	
	
	Ended

	
	Note
	30.09.2003

	
	
	

	
	
	RM

	Rental received from:
	
	

	
	
	

	   Harapan Terang Motor Sdn. Bhd.
	(a)
	5,400

	   Damai Motor Kredit Sdn. Bhd. 
	(b)
	3,150

	
	
	

	Rental paid to:
	
	

	
	
	

	   Bintang-Bintang Sdn. Bhd.  
	(d)
	4,500

	   Segamat Quarry (1981) Sdn. Bhd
	(d)
	49,500

	
	
	

	Purchases from:
	
	

	
	
	

	   Sri Temenggong Sdn. Bhd.
	(c)
	1,233,750

	
	
	

	Transport charges:
	
	

	
	
	

	   Segamat Quarry (1981) Sdn Bhd
	(d)
	48,000

	
	
	



NOTES:

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

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

(c) In which Ahmad Bin Ab. Rahman, Khoo Cheng Hai @ Ku Cheng Hai, Ku Hwa Seng, Ku Tien Sek and a director of certain subsidiary companies, Ku Wa Chong, have indirect interest.

(d) In which Khoo Cheng Hai @ Ku Cheng Hai, Ku Hwa Seng , Ku Tien Sek and Ku Wa Chong are substantial shareholders.


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.

13. EVENTS subsequent to The Balance sheet date 
There were no material events subsequent to the end of the interim period, which have not been reflected in the financial statements for the interim period under review except for the note 11(b) above.

14. CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS
There were no changes in contingent liabilities or contingent assets since the last Annual Balance Sheet as at 31 December 2002.

B. ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS
1. Review of performance
The Group has registered turnover of RM 153.874 million for the 9 months period ended 30 September 2003. This represents an increase of approximately 1% over the figure achieved in the previous financial period ended 30 sepember 2002.

The group’s turnover for the current quarter ended 30 September 2003 increased to RM 59.045 million from RM 36.043 million in the quarter ended 30 September 2002.  

The improvement in the performance has been substantially contributed by the Group’s flagship project Taman Nusa Bestari 2, Taman Sri Bayu, Taman Makmur and Taman Sejati.  
2. VARIATION OF RESULTS AGAINST PRECEDING QUARTER 
For the period under review, the Group has recorded a pre-tax profit of RM 26.855 million, representing an increase of approximately 15%  over the figure achieved in immediate preceding quarter ended 30 June 2003. The improvement in the performance for the period is mainly due to the higher progress billing associated with the pick-up in construction activities following the normalisation in foreign workers supply. New launches also contributed profit to the current quarter under review. 

3. current year Prospects

Demand for residential properties has been strong. Increase in sales and take-up rates evidenced the return of property buyers’ interest. This is attributed to the following factors: -

· Continued measures and policies introduced by the Government to stimulate demand for property in terms of tax incentives.

· Easy financing with low mortgage rates and larger quantum of financing for the purchase of properties.

· Inter-state migration to growth centres, driven largely by social and economic factors that are linked to job opportunities and changing style of living.

· Young demographics of population, a key driving force for housing demand. 

· Improving economic outlook help to lift consumers and investors’ confidence and also providing some assurance on job security, which is a critical factor on supporting the monthly mortgage payments.

The positive development augurs well for earning prospects of property developers. We expect the performance of the Group to remain satisfactory in the forthcoming year. Sales for the development projects, which are well located in the growth area with sensible pricing, will continue to do well. Most of our products are priced below RM 180,000 to benefit from the Government stimulus package. We have a well- located land-bank, about 70% of our land bank is located at the District of Johor Bahru and has the most promising prospects given its proximity to the Sultan Ismail Airport in Senai, the Port of Tanjung Pelepas, KTM Double Tracking project and the Proposed Senai Desaru Highway, which are touted to be developed into part of the transportation hub in Johor.

4. profit FORECAST 

Not applicable

5. Tax EXPENSE

	
	3 months 
	
	9 months 

	
	Ended
	
	Ended

	
	30.09.2003
	
	30.09.2003

	
	RM 
	
	RM 

	
	‘000


	
	‘000

	Tax expense for the period:
	
	
	

	Malaysian income tax
	8,551
	
	21,436

	Deferred tax 
	(1,148)
	
	(1,996)

	
	7,403
	
	19,440

	Total expense of prior years: 
	 
	
	

	Malaysian income tax
	-
	
	-

	
	7,403
	
	19,440



The effective tax rate for the periods presented above is higher than the statutory rate principally due to certain expenses, which are not deductible for tax purposes.

A reconciliation of income tax expense applicable to profit before taxation at the statutory   income tax rate to income tax expense at the effective income tax rate of the Group is as follows:

	
	3 months 
	
	9 months 

	
	Ended
	
	ended

	
	30.09.2003
	
	30.09.2003

	
	RM 
	
	RM 

	
	‘000


	
	‘000

	Profit before taxation
	26,854
	
	69,330

	
	
	
	

	Taxation at Malaysian statutory tax rate of 28%
	7,519
	
	19,412

	Expenses not deductible for tax purposes
	198
	
	342

	(Over)/Under provision in prior years 
	(314)
	
	(314)

	
	7,403
	
	19,440


6. uNQUOTED INVESTMENTS AND investment PROPERTIES

There were no profits or loss on sale of unquoted investments or investment properties as there was no disposal 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
8.1 PROPOSED ACQUISITION OF LAND FROM HO HUP JAYA SDN BHD 

Proposed acquisition by Khoo Soon Lee Realty Sdn Bhd (KSLR), a wholly owned subsidiary of KSL Holdings Berhad, from Ho Hup Jaya Sdn Bhd (HHJ), the two (2) parcels of freehold mixed residential and commercial lands measuring approximately 227.757 acres or 92.172 hectares and held under master title HS (D) 258295 Lot No. PTD 71065 and HS (D) 257249, Lot No. PTD 71047, in the Mukim of Pulai, Daerah Johor Bahru, Johor Darul Takzim, with five (5) completed show house units erected thereon (of which two (2) units have been sold), for a cash consideration of RM 97million (“Proposed Acquisition’).

As at to-date, all the conditions precedent as stipulated in the Sale and Purchase Agreement have been fulfilled.


 8.2  PROPOSED ACQUISITION OF LAND FROM JOHOR CORPORATION
Proposed acquisition by Khoo Soon Lee Realty Sdn Bhd, a wholly-owned subsidiary of KSL Holdings Berhad, of a piece of freehold agricultural land measuring in area of approximately 237.845 acres which is held under master title HS (D) 281736, Lot No. PTD 84133 in the Mukim of Tebrau, Districtof Johor Bahru, Johor Darul Takzim  for a total cash consideration of RM 51,802,641.00 (“Proposed acquisition”).
As at to-date, the Proposed Acquisition is still pending fulfillment of the other conditions precedent particularly on the issue of the acquisition of land for access road from the side of the Hindu temple along Jalan Seelong to the property by the vendor.

8.3 PROPOSED PRIVATE PLACEMENT

Proposed Private Placement of up to 18,100,000 new ordinary shares of RM 0.50 each representing not more than 10% of the existing issued and paid-up share capital of the Company to several placees.

The Proposed Private Placement was completed and the shares were successfully quoted on the KLSE on 11 September 2003. 

The proceeds from the issuance of new shares of RM 27,150,000 shall be utilised for additional working capital purposes. 

8.4 PROPOSED BONUS ISSUE

Proposed Bonus Issue of up to 66,366,666 new ordinary shares of RM 0.50 each in the Company to be credited as fully paid–up on the basis of one (1) Bonus share for every three (3) existing shares held.

The KLSE has on 7 October 2003 approved in-principle the listing of and quotation for the Bonus Shares.

The Proposed Bonus Issue was completed and the shares were successfully quoted on the KLSE on 12 November 2003.

8.5 PROPOSED ESTABLISHMENT OF ESOS

Proposed establishment of an ESOS of up to 10% of the issued and paid-up share capital of the Company at any time for the benefit of the eligible employees and executive directors of the Company and its subsidiary companies is currently still pending implementation.

The KLSE has, however, on 7 October 2003 approved in-principle the listing of and quotation for the shares arising from the exercise of the ESOS.

9.  BORROWINGS AND DEBT SECURITIES

	
	Short term
	Long term
	Total

	
	RM
	RM
	RM

	
	‘000
	‘000
	‘000

	SECURED:
	
	
	

	
	
	
	

	Bank overdraft
	1,441
	-
	1,441

	Term loan
	7,400
	24,050
	31,450

	Lease payable
	200
	283
	483

	
	9,041
	24,333
	33,374



The above borrowings are denominated in Ringgit Malaysia.

10. Off Balance Sheet FINANCIAL INSTRUMENTS


There were no financial instruments with off balance sheet risk as at to-date.

11. CHANGES IN Material Litigation 


There were no material litigations as at to-date.

12. DIVIDENDS PAYABLE 

No dividend has been declared or approved for the financial period ended 30 September 2003.

13. BASIC EARNINGS PER SHARE 

Basic earning per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issued during the period.

	
	3 months
	9 months

	
	30.09.2003
	30.09.2003

	
	’000
	’000

	
	
	

	N Net profit for the period (RM)
	19,451


	49,890

	Issued ordinary shares as at beginning of the period 

Effect of Private Placement 18,100,000 ordinary share issue in 29 August 2003


	181,000

        6,033
	181,000

2,011

	Weighted average number of ordinary share in issue
	187,033
	183,011

	
	
	

	
	Sen
	Sen

	B Basic earnings per share

   Fully diluted earnings per share

Pro forma earning per share after Bonus Issue

 
	10.40

N / A

7.80
	27.26

N / A

20.45



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

14.   AUTHORISATION FOR ISSUE 

The interim financial statements were authorised for issue by the Board of Directors in       accordance with a resolution of the Directors passed at the Board of Directors’ meeting held on 13 November 2003.


On Behalf of the Board


KSL HOLDINGS BERHAD


KHOO CHENG HAI @ KU CHENG HAI


GROUP MANAGING DIRECTOR
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