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(CONT’D)



A. EXPLANATORY NOTES PURSUANT TO MASB 26

1. basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with MASB 26: Interim Financial Reporting and paragraph 9.22 of the Bursa Malaysia Securities Listing Requirements. 


The interim financial statements should be read in conjunction with the financial statements of the Group for the year ended 31 December 2003. 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 2003.

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 2003 except for the following:

MASB 32: PROPERTY DEVELOPMENT ACTIVITIES

Property development costs comprise all costs that are directly attributed to development activities or that can be allocated on a reasonable basis to such activities.

When the financial outcome of a development activity can be reliably estimated, property development revenue and expenses are recognised in the income statement by using the stage of completion method. The stage of completion is determined by the proportion that property development costs incurred for work performed to date bear to the estimated total property development costs.


Where the financial outcome of a development activity cannot be reliably estimated, property development revenue is recognised only to the extent of property development costs incurred that is probable will be recoverable, and property development costs on properties sold are recognised as an expense in the period in which they are incurred.

Property development costs not recognised as an expense are recognised as an asset, which is measured at the lower of cost and net realizable value.


The excess of revenue recognised in the income statement over billings to purchaser is classified as accrued billings within trade receivables and the excess of billings to purchasers over revenue recognised in the income statement is classified as progress billings within trade payables.

The adoption of MASB 32 has not given rise to any adjustments to the opening balances of retained profits as at 1 January 2003 and 1 January 2004. Comparative amounts as at 31 December 2003, however, have been restated as follows:











               Previously










                           stated
      Adjustments
     Restated 











             RM’000
             RM’000
       RM’000

Property development costs





 94,002

       (7,568)         86,434

Accrued billings, included in trade receivables                -                3,521            3,521

Progress billings, included in trade payables                   -                            (4,047)           (4,047)
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 2003. There is no revaluation of property, plant and equipment and investment properties during the quarter.
3. DECLARATION OF AUDIT QUALIFICATION
The auditors report on the financial statements for the year ended 31 December 2003 was not subject to any qualification.
4. CHANGES IN ESTIMATES

There were no 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.

However, a wholly-owned subsidiary of the Company, Goodpark Development Sdn Bhd has on 3 March 2004 entered into a Sale and Purchase Agreement (SPA) with Sungai Merdu Sdn. Bhd. for the disposal of 900,002 ordinary shares of RM 1-00 each in the share capital of Ambang Cendana Sdn Bhd (being 100% of the issued and paid up share capital of Ambang Cendana Sdn Bhd) for a total cash consideration of RM 5,931,670 and upon the terms and conditions as contained in the SPA.

The SPA is estimated to be completed three months from the date of the SPA.   

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. 

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

There were no dividends paid during the current quarter.

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
	57,949
	
	22,802

	Investment holding
	45


	
	44

	Total
	 57,994
	
	 22,846



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 31 March 2004 is as follow:

	
	
	RM

 ‘000

	Proposed Acquisition of Land:

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


	
	25,901


11. DEBT  AND EQUITY SECURITIES

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter except for the following:

Employee Share Option Scheme (“ESOS”)

As at the balance sheet date, details of share options exercised during the period are as follows:

Exercise Dates

Exercise Price


Consideration

   Number of Shares 










      


Received 



   Exercised
10-02-2004


2.17


    
     23,870.00




11,000

10-03-2004


2.17

  
   
   466,550.00



    215,000










   
   490,420.00



    226,000
12. RELATED PARTY TRANSACTIONs
	
	
	3 months

	
	
	Ended

	
	Note
	31.03.2004

	
	
	

	
	
	RM

	Rental received from:
	
	

	
	
	

	   Harapan Terang Motor Sdn. Bhd.
	(a)
	1,800

	   Damai Motor Kredit Sdn. Bhd. 
	(b)
	1,050

	
	
	

	Rental paid to:
	
	

	
	
	

	   Segamat Quarry (1981) Sdn. Bhd
	(d)
	12,000

	
	
	

	Purchases from:
	
	

	
	
	

	   Sri Temenggong Sdn. Bhd.
	(c)
	516,672

	
	
	

	Transport charges:
	
	

	
	
	

	   Segamat Quarry (1981) Sdn Bhd
	(d)
	 16,500

	
	
	



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.

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 2003.
B. EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE BURSA MALAYSIA LISTING REQUIREMENTS 
1. Review of performance AGAINST CORRESPONDING PRECEDING QUARTER
The Group has registered turnover and profit before taxation of RM  57.994 million and RM 22.846 million respectively for the 3 months financial period ended  31 March 2004. This represents an increase of approximately 42%  and 20% over the figure achieved in the corresponding preceding quarter period ended 31 March 2003.

The improvement in the performance has been substantially contributed by the Group’s flagship projects Taman Nusa Bestari 2 and Taman Nusa Bestari.  Aside from these flagship projects, other projects in Yong Peng, Kluang and Segamat also contributed earnings to the current quarter under review.  
2. VARIATION OF RESULTS AGAINST PRECEDING QUARTER 
For the period under review, the Group has recorded a pre-tax profit of RM 22.846 million, representing a decrease of approximately 16% over the figure achieved in immediate preceding quarter ended 31 December 2003. This dipped in profit before taxation was mainly due to the slow progress in the construction works of new phases of Taman Bestari Indah. The recently launched phases 1 to 3 of Taman Bestari Indah have been well recieved. However, neither revenue nor progress profit has been recognised in this quarter under review as the construction works of the poject are still in the initial stages. Furthermore, some of the phases in Taman Nusa Bestari 2 which have been contributed to the profit of the last quarter have been completed during the last quarter. However, the future profit contribution will come from another flagship project, Taman Nusa Bestari.
 

3. current year Prospects

The Group will continue to focus on the development of medium cost residential properties, which are still favourable in view of the strong market demand. The demand for landed residential properties in Johor especially link houses will continue to be strong especially for projects in preferred locations and developed by established developers. This is due mainly to the various measures and policies introduced by the Government to stimulate the demand for properties and improving economic outlook together with easy financing packages made available to properties buyers. This positive development augurs well for the Company’s business prospect and growth in future revenue and profitability. Furthermore, our efficient cost and project management culminated in a wide gross profit margin of above 40% will provide a safety net to the Group in difficult times.
We are therefore, confident of a good performance for the Group in the current financial year.
4. profit FORECAST 

Not applicable

5. Tax EXPENSE

	
	Current Quarter 
	
	Cumulative Financial 

	
	 Ended
	
	Period

	
	31.03.2004
	
	31.03.2004

	
	RM 
	
	RM 

	
	‘000


	
	‘000

	Tax expense for the period:
	
	
	

	Malaysian income tax
	7,031     
	
	7,031

	Deferred tax 
	(581)
	
	(581)

	
	6,450
	
	6,450

	Total expense of prior years: 
	 
	
	

	Malaysian income tax
	-
	
	-

	
	6,450
	
	6,450



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:

	
	Current Quarter 
Ended
	
	Cumulative Financial 
Ended

	
	
	
	

	
	31.03.2004
	
	31.03.2004

	
	RM 
	
	RM 

	
	‘000


	
	‘000

	Profit before taxation
	22,846
	
	22,846

	
	
	
	

	Taxation at Malaysian statutory tax rate of 28%
	6,397
	
	6,397

	Expenses not deductible for tax purposes
	53
	
	53

	(Over)/Under provision in prior years 
	-
	
	-

	
	6,450
	
	6,450


6. uNQUOTED INVESTMENTS AND investment PROPERTIES
There were no sales of unquoted investments and properties except for the disposal of unquoted shares on 3 March 2004 as disclosed in note A5 above.  No profit or losses on the disposal of unquoted investments have been recognised in the financial statement as the Sale and Purchase Agreement has not been completed during the period under review. 
7. Quoted INVESTMENTS

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

8. CORPORATE PROPOSALS
There were no corporate proposals announced but not completed as at to–date.

The  Proposed acquisition by Khoo Soon Lee Realty Sdn Bhd, a wholly-owned subsidiary of   KSL Holdings Berhad, of a piece of freehold 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, District of Johor Bahru, Johor Darul Takzim for a total cash consideration of RM 51,802,641.00 has on 30 April 2004 completed the final payment amounting to Ringgit Malaysia Twenty Six Million One Hundred And Fifty Five Thousand Five Hundred And Eighteen And Sen Forty Two Only (RM 26,155,518.42) to the vendor, Johor Corporation via internally generated funds. 
9.  BORROWINGS AND DEBT SECURITIES

	
	Short term
	Long term
	Total

	
	RM
	RM
	RM

	
	‘000
	‘000
	‘000

	SECURED:
	
	
	

	
	
	
	

	Bank overdraft
	3,771
	-
	3,771

	Term loan
	20,400
	69,018
	89,418

	Lease payable
	320
	209
	529

	
	24,491
	69,227
	93,718



 All of 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. DIVIDEND PAYABLE 

No interim ordinary dividend has been declared or approved for the financial period ended 31 March 2004.

13. eARNINGS PER SHARE 

(a)  Basic

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.

	
	Current quarter Ended
	Cumulative

 Financial Ended

	
	31.03.2004
	31.03.2004

	
	’000
	’000

	
	
	

	N Net profit for the period (RM)
	16,396


	16,396

	Issued ordinary shares as at beginning of the period 

Effect of 226,000 options exercised from Jan’04 to Mar’04 


	265,466

79

	265,466

79


	Weighted average number of ordinary shares in issued
	265,545
	265,545

	
	
	

	
	Sen
	Sen

	B Basic earnings per share 


	6.17


	6.17



 (b)  Diluted

Fully diluted earning per share is calculated by dividing the net profit for the period by the weighted average number of shares in issue during the period, which has been adjusted for the effects of dilutive potential ordinary shares from conversion of options under ESOS.

	
	Current Quarter Ended
	Cumulative

 Financial Ended

	
	31.03.2004
	31.03.2004

	
	’000
	’000

	
	
	

	H Net profit for the period (RM)
	16,396


	16,396

	Weighted average number of ordinary shares in issue

Adjustment for unexercised share options of 6,246,500 
	265,545

6,247 
	265,545

6,247


	Adjusted weighted average number of ordinary shares in issued and issuable


	271,792
	271,792

	
	Sen
	Sen

	B Fully diluted earnings per share 


	6.03

	6.03



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 20 May 2004.


On Behalf of the Board


KSL HOLDINGS BERHAD


  _______________________


KHOO CHENG HAI @ KU CHENG HAI


GROUP MANAGING DIRECTOR
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