KLCC PROPERTY HOLDINGS BERHAD 

(Company No.: 641576-U)

Incorporated in Malaysia

Notes on the quarterly report – 30 June 2006


A. EXPLANATORY NOTES PURSUANT TO FRS 134
A1.

Basis of preparation


The interim financial statements are unaudited and have been prepared in compliance with the requirements of Financial Reporting Standard (“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 Group as at 31 March 2006. 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 March 2006.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 March 2006.

A2.
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2006 except for the adoption of the following new/revised Financial Reporting Standards ("FRS") effective for financial period beginning 1 April 2006:

FRS 3 

Business Combinations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 116
Property, Plant and Equipment

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates
FRS 132
Financial Instruments : Disclosure and Presentation


FRS 133
Earnings Per Share

FRS 140
Investment Property

The adoption of FRS 102, 127, 128, 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


Under FRS 3, any excess of the Group's interest in the net fair value of acquirees' identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as "reserve on consolidation"), after reassessment, is now recognised immediately in profit or loss. 

Prior to 1 April 2006, reserve on consolidation was presented in the balance sheet without any amortisation. In accordance with the transitional provisions of FRS 3, the reserve on consolidation as at 1 April 2006 of RM5,554,000 was derecognised with a corresponding increase in retained earnings.


(b)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.


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 with the current period's presentation.
	
	
	Adjustments
	

	
	Previously Stated
	FRS 101
	Restated

	
	RM’000
	RM’000
	RM’000

	At 30 June 2005
	
	
	

	Share of profit of associated company
	2,735
	(551)
	2,184

	Taxation


	25,871
	(551)
	25,320


(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 fair values determined by external valuers. Gains 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 April 2006, investment properties were based on fair values at the date of acquisition. The fair values were determined after taking into consideration (but not in excess of) independent professional valuation. Valuations were carried out at least once every five years and any revaluation increase was disclosed as a note to the accounts. The investment properties were last revalued in 2004. 

In accordance with the transitional provisions of FRS 140, this change in accounting policy is applied prospectively and the comparatives as at 31 March 2006 are not restated. Instead, the changes have been accounted for by restating the following opening balances in the balance sheet as at 1 April 2006:

As at
1.4.2006
RM'000
Increase in investment properties





1,415,696

Increase in investment in associate





     31,350

Increase in retained earnings






   751,244

Increase in minority interest






   624,681
Increase in deferred tax liabilities





     71,121

As a result of the adoption of the fair value model, the net assets per share has increased by RM0.81 per share to RM2.67 per share from RM1.86 per share.
The increase in retained earnings of RM751.24 million has been transferred to a capital reserve account. It is the Group’s policy to distribute the capital reserve upon the sale of the investment properties. 
A3.
Comparatives


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

	
	
	Adjustments
	
	

	
	Previously Stated
	FRS 3
	FRS 140
	Reclassification
	Restated

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

	At 31 March 2006
	
	
	
	
	

	Cash and Bank Balances – Current Assets
	592,711
	-
	-
	(9,139)
	583,572

	Bank Balances – Long Term Assets

	-
	-
	-
	9,139
	9,139

	Investment Property
	4,988,507
	-
	-
	(144,203)
	4,844,304

	Property, Plant and Equipment
	650,489
	-
	-
	144,203
	794,692


A4.
Audit report



The auditors’ report on the financial statements for the year ended 31 March 2006 was not qualified.

A5.
Segmental information

	 
	3 months ended

30 June 2006
	 
	Cumulative period ended

30 June 2006

	Business segments
	Revenue
	 
	Profit before taxation
	 
	Revenue
	 
	Profit before taxation

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

	 
	 
	 
	 
	 
	 
	 
	 

	Investment holding
	-
	 
	(484)
	 
	-
	 
	(484)

	Property investment and

hotel operations
	174,358
	 
	130,164
	 
	174,358
	 
	130,164

	Provision of

management services
	16,374
	 
	5,702
	 
	16,374
	 
	5,702

	 
	190,732
	 
	135,382
	 
	190,732
	 
	135,382

	Consolidation

Adjustments
	(757)
	 
	(126)
	 
	(757)
	 
	(126)

	Revenue / 

Operating profit
	189,975 +b8+b9 
	
	135,256
	
	189,975 +b8+b9 
	
	135,256

	Finance cost
	 
	 
	(47,931)
	 
	 
	 
	(47,931)

	Interest income
	 
	 
	4,867
	 
	 
	 
	4,867

	Share of profit of

associated company
	 
	 
	1,983
	 
	 
	 
	1,983

	Profit before taxation 
	 
	 
	94,175
	 
	 
	 
	94,175

	 
	 
	 
	 
	 
	 
	 
	 


A6.

Unusual items 



During the quarter under review, there were no items or events that arose, which affected assets, liabilities, equity, net income or cash flows, that are unusual by reason of their nature, size or incidence.

A7.

Changes in Estimates


The revised FRS 116: Property, Plant and Equipment requires 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. The Group had previously not depreciated the hotel property as it is the Group’s practice to maintain the hotel’s high standard with ongoing maintenance and in future refurbishment of the hotel.
With the adoption of FRS 116 on 1 April 2006, the Group has proceeded to depreciate the hotel building and related costs based on a useful life of eighty years with its fixtures and fittings and plant and machinery being depreciated over ten and twenty five years respectively. The depreciation charge for the quarter is RM2.7 million.
A8.

Seasonal or cyclical factors


The Group’s hotel operations may be impacted by the seasonal or cyclical factors affecting the occupancy rate and food and beverage business of the hotel.
A9.

Dividends paid 

There were no dividends paid during the quarter under review.

A10.
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the quarter under review.
A11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the quarter under review.

A12.
Discontinued Operation
There was no discontinued operation in the Group during the quarter under review.
A13.
Capital Commitments


The amount of capital commitments not provided for in the interim financial statements as at 30 June 2006 is as follows:-

	
 
	
RM’000

	
	

	Approved and contracted for
	37,405

	Approved and not contracted for
	17,450

	
	54,855


A14.
Changes in contingent liabilities and contingent assets

There were no changes in the contingent liabilities or contingent assets of the Group during the quarter under review.
A15.
Material subsequent events

There were no material events subsequent to the end of the quarter under review that have not been reflected in the interim financial statements.

B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1.

Review of Group results for the period ended 30 June 2006

The Group’s revenue for the financial period ended 30 June 2006 was RM189.98 million reflected an increase of RM3.01 million or 1.6% compared to the revenue for the financial period ended 30 June 2005 of RM186.97 million. The profit before taxation of RM94.18 million in the current quarter reflected an increase of RM2.61 million or 2.9% compared to RM91.57 million for the quarter ended 30 June 2005. 

The increase in both the revenue and profit before tax level was mainly contributed by increased revenue from the car park (increased throughput), retail mall (higher rental) and hotel (higher average room rate).

B2.

Variation of results against preceding quarter


The Group’s revenue for the quarter of RM189.98 million increased by RM1.09 million over that of the preceding quarter of RM188.89 million whereas the net profit before taxation of RM94.18 million decreased by RM2.1 million as compared to the preceding quarter of RM96.28 million.

The increase in the revenue was primarily attributed to higher revenue from the car park (increased throughput) and retail mall (higher rental). The decrease in profit before tax was mainly due to the higher depreciation incurred on the hotel property with the adoption of FRS 116.
B3.

Prospects for financial year (2006/07)



The directors are of the opinion that barring any unforeseen adverse events affecting the hotel and retail mall industry, total revenue and net profit before tax for financial year 2006/07 will show improvement over that of financial year 2005/06. However, improvement in the net profit before tax is expected to be partially affected by the adoption of the new FRSs, in particular FRS 116, where the depreciation charge is expected to increase.
B4.

Profit forecast


No profit forecast was issued for the financial period.
B5.
Tax expense 

Taxation comprises the following:

	
	Individual quarter ended
	
	Cumulative period ended

	
	30 June 2006


	
	30 June 2005

(restated)
	
	30 June 2006


	
	30 June 2005

(restated)

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

	Within Malaysia
	
	
	
	
	
	
	

	In respect of the

current period
	
	
	
	
	
	
	

	Taxation
	20,914
	
	17,738
	
	20,914
	
	17,738

	Deferred taxation
	4,612
	
	7,582
	
	4,612
	
	7,582

	
	25,526
	
	25,320
	
	25,526
	
	25,320


B6.

Sale of unquoted investments and/or properties

There was no disposal of unquoted investments or properties during the quarter under review.

B7.
Quoted and marketable securities

There was no purchase or disposal of quoted and marketable securities during the quarter under review.
B8.
Status of corporate proposal announced 
There were no corporate proposals announced but not completed as at the date of this report.

B9.

Borrowings

	 
	RM’000
	 
	RM’000
	 

	Short term :
	 
	 
	 
	 

	Secured
	
	
	
	

	Term loan
	77,039
	 
	 
	 

	Private debt securities
	131,125
	 
	208,164
	 

	 
	 
	 
	 
	 

	Long term :
	 
	 
	 
	 

	Secured
	
	
	
	

	Term loan
	795,609
	 
	 
	 

	Private debt securities
	1,436,425
	 
	2,232,034
	 

	 
	 
	 
	2,440,198
	 


B10.
Off balance sheet financial instruments


There were no off balance sheet financial instruments as at the date of this report.
B11.
Material litigation 

The Group has no outstanding material litigation as at the date of this report.

B12.
Dividends 

At the Annual General Meeting held on 19 July 2006, the shareholders approved the payment of a final dividend in respect of the financial year ended 31 March 2006, of 5.0% less 28% taxation on 934,074,279 ordinary shares, amounting to a dividend payable of RM33.63 million (3.6 sen net per ordinary share). The dividend was paid on 18 August 2006.

B13.
Earnings per share (“EPS”)

	 
	Individual quarter ended

	 
	Cumulative period ended



	 
	30 June
2006
	 
	30 June
2005
	 
	30 June
2006
	 
	30 June
2005

	(i) Basic earnings per 

    Share
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Profit attributable to ordinary equity holders of the parent (RM’000)
	42,186
	 
	37,083
	 
	42,186
	 
	37,083

	 
	 
	 
	 
	 
	 
	 
	 

	Weighted average number of ordinary shares in issue (‘000)
	934,074
	 
	934,074
	 
	934,074
	 
	934,074

	 
	 
	 
	 
	 
	 
	 
	 

	Basic earnings per share (sen)
	4.52
	 
	3.97
	 
	4.52
	 
	3.97

	 
	 
	 
	 
	 
	 
	 
	 

	(ii) Diluted earnings per 

      share 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Profit attributable to ordinary equity holders of the parent (RM’000)
	42,186
	 
	37,083
	 
	42,186
	 
	37,083

	Interest on RCULS (RM’000)
	742
	 
	675
	 
	742
	 
	675

	
	
	
	
	
	
	
	

	Profit attributable to ordinary equity holders of the parent including assumed conversion (RM’000)
	42,928
	
	37,758
	
	42,928
	
	37,758

	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	934,074
	 
	934,074
	 
	934,074
	 
	934,074

	
	
	
	
	
	
	
	

	Effect of dilution – RCULS
	360,662
	 
	360,662
	 
	360,662
	 
	360,662

	 
	 
	 
	 
	 
	 
	 
	 

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	1,294,736
	 
	1,294,736
	 
	1,294,736
	 
	1,294,736

	 
	 
	 
	 
	 
	 
	 
	 

	Diluted earnings per share (sen)
	3.32
	 
	2.92
	 
	3.32
	 
	2.92


BY ORDER OF THE BOARD

Mohd Yusof bin Johor Ali (LS8787)

Yeap Kok Leong (MAICSA0862549)

Company Secretaries

Kuala  Lumpur
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