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(CONT’D)




A. EXPLANATORY NOTES PURSUANT TO FRS 134
1. basis of preparation
The interim financial statements have been prepared under the historical cost convention except for the investment properties are stated at fair values.  
The interim financial statements are unaudited and have been prepared in accordance with the requirements of 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 of the Group for the year ended 31 December 2005. 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 2005.

2. CHANGES IN ACCOUNTING POLICIES
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/ revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:
	FRS 2
	Share-based Payment

	FRS 3
	Business Combinations

	FRS 5
	Non-current Assets Held for Sale and Discontinued Operations

	FRS 101
	Presentation of Financial Statements

	FRS 102
	Inventories

	FRS 108
	Accounting Policies, Changes in Estimates and Errors

	FRS 110
	Events after the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 121
	The Effects of Changes in Foreign Exchange Rates

	FRS 127
	Consolidated and Separate Financial Statements

	FRS 128
	Investments in Associates

	FRS 131
	Interests in Joint Ventures

	FRS 132
	Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets

	FRS 138
	Intangible Assets

	FRS 140
	Investment Property



The adoption of FRS 2, 5, 102, 108, 110, 116, 121, 127, 128,131, 132 and 133 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/ revised FRSs are discussed below:
(a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible     Assets 
The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The intangible assets of the Group with finite useful lives continue to be stated at cost less accumulated amortisation and impairment losses.
(b) FRS 101: Presentation of Financial Statements
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation.

(c) FRS 140: Investment Property

The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Investment properties are now stated at fair value, representing open-market value determined by external valuers. Gain or losses arising from changes in the fair values of investment properties are recognised in profit or loss in the period in which they arise. Prior to 1 January 2006, investment properties were stated at valuation. Revaluations were carried out at least once every five years and any revaluation increase is taken to equity as a revaluation surplus. The investment properties were last revalued in 2005 representing current open-market value.  Thus, the new FRS140 do not have financial impact to the Group.  

3. Comparatives
The following comparative amounts have been restated due to the adoption of new and revised FRSs:
	
	Previously

stated

RM’000
	FRS 138
(Note 2 (a) )

RM’000
	Restated
RM’000

	At 31 December 2005

	
	
	

	Property, plant and equipment
	8,723
	(242)
	8,481

	Intangible assets
	-
	242
	   242


4. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS
The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.
5. SEGMENTAL INFORMATION
The segment revenue and segment results for business segments for the current financial period to-date are as follows: -

3 MONTHS ENDED 31 MARCH 2006

	
	Property

Development
	Investment

Holding


	Eliminations
	Consolidated

	
	RM
	RM
	RM
	RM

	
	‘000
	‘000
	‘000
	‘000

	REVENUE
	
	
	
	

	External sales
	 68,448
	-
	-
	68,448

	Inter-segment
	-
	-
	-
	-

	Total revenue
	68,448
	-
	-
	68,448

	
	
	
	
	

	RESULTS
	
	
	
	

	Profit from operations
	 26,488
	(400)
	-
	 26,088

	Finance cost
	    (515)
	    ( 1)
	-
	   ( 516)

	TOTAL
	  25,973
	(401)
	-
	 25,572

	Taxation
	
	
	
	(  7,201)

	Net profit for the Year
	
	
	
	18,371


Segmental reporting by geographical segments has not been prepared as all activities of the Group's operations are carried out within Malaysia.
6. ITEMS OF UNUSUAL NATURE AND AMOUNTS

There were no items affecting the assets, liabilities, equity, net income or cash flows of the Group  during the financial period ended 31 March 2006 that are unusual because of their nature, size or incidence.
7. CHANGES IN ESTIMATES
The revised FRS 116:  Property, Plant and Equipment require the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year end.  
There were no changes in estimates that have had a material effect in the current quarter results.
8. Seasonal or Cyclical Factors
The business operations of the Group were not affected by any significant seasonal or cyclical factors in the current quarter.

9. DIVIDENdS PAID
There were no dividends paid during the current quarter.                                  

10. DEBT AND EQUITY SECURITIES

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities.
11. CAPITAL COMMITMENTS

The amount of commitments for the purchase of lands not provided for in the financial statements as at 31 March 2006 are as follow:

Approved and contracted for 









     RM 55,807,442
	


12. 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 2005.
13. RECURRENT RELATED PARTY TRANSACTIONs (rrpt)
	Company
	Nature of RRPT

	Note
	Financial Period
Ended

31.03.2006

	
	
	
	

	
	
	
	RM

	
	
	
	

	Harapan Terang Motor Sdn. Bhd.
	Rental received 
	(a)
	2,340

	Harapan Terang Motor Sdn. Bhd.
	Purchase of insurance
	(a)
	6,264

	Damai Motor Kredit Sdn. Bhd. 
	Rental received
	(b)
	1,365

	Sri Temenggong Sdn. Bhd.
	Purchase of bricks
	(c)
	152,464

	Segamat Quarry (1981) Sdn. Bhd
	Rental paid
	(d)
	6,000

	Segamat Quarry (1981) Sdn. Bhd.
	Transportation charges
	(d)
	8,000

	Bestari Bestmart Sdn. Bhd.
	Vacant land rental received
	(e)
	288,000

	
	
	
	

	
	Total
	
	464,433



Notes:

(a) In which Ku Tien Sek and a director of certain subsidiary companies, Ahmad Bin Ab. Rahman have interest.

(b) In which a director of certain subsidiary companies, Ahmad Bin Ab. Rahman has interest.

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

(d) In which a director of certain subsidiary companies, Ahmad Bin Ab. Rahman has interest.
(e) In which Ku Hwa Seng has 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.

14. 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. 
B. EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
15. performance REVIEW
The Group has registered turnover and profit before taxation of RM 68.45 million and RM 25.57 million respectively for the financial quarter ended 31 March 2006. This represents an increase of approximately 2% and a decrease of approximately 4% over the figures achieved in the corresponding  quarter ended 31 March 2005. 
The current quarter’s performance was mainly contributed by the Group’s flagship projects in Johor Bahru, namely Taman Nusa Bestari ,Taman Bestari Indah and Taman Kempas Indah. Other projects in Kluang, Yong Peng and Segamat have also contributed positively to the current quarter’s earnings of the Group under review. 
16. COMMENT ON MATERIAL CHANGE IN PROFIT BEFORE TAXATION 
The Group’s profit before taxation for the quarter under review was RM 25.57 million or approximately 4% higher than RM 24.54 million as registered in the immediate preceding quarter ended 31 December 2005. The higher profit before tax was mainly due to the higher progress billings associated with the construction activities of Taman Bestari Indah, Taman Nusa Bestari and Taman Kempas Indah. 
17. cOMMENTARY ON PROSPECTS
The Group will continue to focus on the development of medium cost residential properties, which in the opinion of the Board of Directors is still favourable in view of the strong market demand. The Board of Directors expects the prospects of landed residential properties in Johor will stay bright especially for projects in preferred locations and developed by established developers. The positive factors such as easy financing, low mortgage rates and ample liquidity will continue to underpin the development sector.
The Board of Directors is, therefore, confident of a good performance for the Group in the coming financial year.

18. profit FORECAST 

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.
19. INCOME Tax EXPENSE

	
	Current

Quarter

Ended

31.03.2006
	Financial Period

Ended

31.03.2006

	
	
	

	
	RM
	RM

	
	‘000
	‘000

	Malaysian income tax
	7,247
	7,247

	Deferred tax 
	(46)
	( 46)

	Total Income Tax Expense
	7,201
	7,201

	
	
	



The effective tax rate for the periods presented above is higher than the statutory rate principally due to certain expenses and losses, 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 follow:

	
	Current

Quarter

Ended
	Financial period

Ended

	
	31.03.2006
	31.03.2006

	
	
	

	
	RM
	RM

	
	‘000
	‘000

	
	
	

	Profit before taxation
	25,572
	25,572

	
	
	

	Taxation at Malaysian statutory tax rate of 28%
	7,160
	7,160

	Effect of tax rate of 20% on 1st RM 500,000 of chargeable income for qualified small and medium enterprise.
	(123)
	(123)

	Net of losses & expenses not deductible for tax purposes 
	164
	164

	
	
	

	Tax expense
	7,201
	7,201


20. SALES OF uNQUOTED INVESTMENTS AND PROPERTIES
There were no sales of unquoted investment and properties during the period under review.  
21. Quoted INVESTMENTS

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

22. STATUS OF CORPORATE PROPOSAL ANNOUNCED
There were no changes to the status of the corporate proposals announced during the period under review. 
23.  BORROWINGS AND DEBT SECURITIES

	
	Short term
	Long term
	Total

	
	
	
	

	
	RM
	RM
	RM

	
	‘000
	‘000
	‘000

	SECURED:
	
	
	

	
	
	
	

	Bank overdraft
	12,451
	-
	12,451

	Term loan
	39,526
	8,027
	47,553

	
	
	
	

	
	51,977
	 8,027
	60,004



 All of the above borrowings are denominated in Ringgit Malaysia.
24. Off Balance Sheet FINANCIAL INSTRUMENTS


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

25. CHANGES IN Material Litigation 

As at to-date, there were no changes in material litigation, including the status of pending material litigation since the last Audited Financial Statements for the year ended 31 December 2005.
26. DIVIDEND PAYABLE 

No interim ordinary dividend has been declared or approved for the financial period ended 31 March 2006. 

27. 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 issue during the period.
	
	Current
Quarter
Ended 31.03.2006
	Financial  Period

Ended 31.03.2006

	
	
	

	
	RM
	RM

	
	’000
	’000

	
	
	

	     NET PROFIT FOR THE PERIOD 
	18,371
	18,371

	


	
	

	Issued ordinary shares as at beginning of the period 
	265,779
	265,779


	Weighted average number of ordinary shares in issue
	265,779
	265,779

	
	
	

	
	Sen
	Sen

	
	
	

	 Basic earnings per share 
	6.91
	6.91


(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. However, the effect on the basic earnings per share for the current quarter and the financial year-to-date arising from the ESOS is not presented as the exercise price of the options is above the fair value of the Company’s share. The options are deemed non-dilutive.

28.    AUTHORISed 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 22 May 2006.

On Behalf of the Board


KSL Holdings Berhad


  ____________________________

Lee Chye Tee

Executive Director
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