KLCC PROPERTY HOLDINGS BERHAD 

(Company No.: 641576-U)

Incorporated in Malaysia

Notes on the quarterly report – 30 June 2007


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 2007. 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 2007.

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 2007.

A2.
Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2007 except for the adoption of all relevant new and revised Financial Reporting Standards ("FRS") that became effective for the Group for the financial period beginning 1 April 2007 : 
FRS 117 
Leases
FRS 124
Related Party Disclosures
The adoption of the above FRS has not had any significant financial impact on the Group.

(i) FRS 1122007: Income Taxes

The principal activities of the Group in the long-term are investment holding, property investment and the provision of management services and as a result there are no intentions to dispose any of its investment properties.

Prior to 1 April 2007, no deferred tax liability was provided on surplus arising from the fair value adjustment on investment property which is not subject to depreciation. 
The revised FRS 1122007: Income Taxes which comes into effect on 1 July 2007 provides that the difference between the carrying amount of an asset carried at fair value and its tax base is a temporary difference and shall give rise to a deferred tax liability or asset. The Group has elected to early adopt FRS 112: Income Taxes for the financial period beginning 1 April 2007. 
In keeping with the Group’s principal activities which requires it to retain its investment properties for the long term, any tax charge on the fair value adjustments to these properties is not expected to materialise. The effects of the changes have been applied retrospectively and has resulted in a prior year adjustment as follows:











              RM’000

Effect on 1 April 2006 :
Decrease in investment in associated company



              
 (5,264)

Decrease in retained profits and transferred to capital reserve

             (167,355)

Increase in deferred tax liabilities                                                                                            305,617



               305,617

Decrease in minority interest





             (143,526)

Effect on 1 April 2007 :
Decrease in investment in associated company



                 (9,475)

Decrease in retained profits and transferred to capital reserve

             (367,281)

Increase in deferred tax liabilities




               647,420

Decrease in minority interest





             (289,614)
As a result of the adoption of the above changes, the net assets per share has decreased by RM0.40 per share to RM3.48 per share from RM3.88 per share as at 31 March 2007.
A3.
Audit report



The auditors’ report on the financial statements for the year ended 31 March 2007 was not qualified.

A4.
Segmental information

	 
	3 months ended

30 June 2007
	 
	Cumulative period ended

30 June 2007

	Business segments
	Revenue
	 
	Profit before taxation
	 
	Revenue
	 
	Profit before taxation

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

	 
	 
	 
	 
	 
	 
	 
	 

	Investment holding
	-
	 
	(813)
	 
	-
	 
	(813)

	Property investment and

hotel operations
	195,089
	 
	149,291
	 
	195,089
	 
	149,291

	Provision of

management services
	13,483
	 
	4,940
	 
	13,483
	 
	4,940

	 
	  208,572
	 
	153,418
	 
	   208,572
	 
	153,418

	Consolidation

Adjustments
	(994)
	 
	(224)
	 
	(994)
	 
	(224)

	Revenue / 

Operating profit
	207,578 +b8+b9 
	
	153,194
	
	207,578 +b8+b9 
	
	153,194

	Finance cost
	 
	 
	(43,988)
	 
	 
	 
	(43,988)

	Interest income
	 
	 
	4,183
	 
	 
	 
	4,183

	Share of profit of

associated company
	 
	 
	                2,427
	 
	 
	 
	              2,427

	Profit before taxation 
	 
	 
	115,816
	 
	 
	 
	115,816

	 
	 
	 
	 
	 
	 
	 
	 


A5.

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.

A6.

Changes in Estimates


There were no changes in the estimates of amounts reported that have a material effect on the results in the quarter under review.

A7.

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.
A8.

Dividends paid 

There were no dividends paid during the quarter under review.

 A9.
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the quarter under review.
A10.
Changes in the composition of the Group

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

A11.
Discontinued Operation
There was no discontinued operation in the Group during the quarter under review.
A12.
Capital Commitments


The amount of capital commitments not provided for in the interim financial statements as at 30 June 2007 is as follows:-

	
 
	
RM’000

	
	

	Approved and contracted for
	71,611

	Approved and not contracted for
	30,507

	
	102,118


A13.
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.
A14.
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 2007

The Group’s revenue for the financial period ended 30 June 2007 was RM207.58 million reflected an increase of RM17.60 million or 9.3% compared to the revenue for the financial period ended 30 June 2006 of RM189.98 million. The profit before taxation of RM115.82 million in the current quarter reflected an increase of RM21.64 million or 23.0% compared to RM94.18 million for the quarter ended 30 June 2006. 

The increase in revenue was mainly contributed by increased rental of office building in particular the PETRONAS Twin Towers (rental revision), increase rental of the retail mall (higher rental) and increase in the hotel revenue (higher average room rate) despite the reduction in revenue from the facilities management operations.  In addition to the higher revenue, the increase in profit before taxation was also contributed by lower finance cost during the period.
B2.

Variation of results against preceding quarter


The Group’s revenue for the quarter of RM207.58 million increased by RM10.56 million over that of the preceding quarter of RM197.02 million whereas the net profit before taxation of RM115.82 million decreased by RM1,691.02 million as compared to the preceding quarter of RM1,806.84 million.

The increase in revenue was primarily attributed to the increase in hotel revenue arising from higher average room rates and higher revenue from the facilities management operations. The decrease in profit before tax was mainly attributed to the fair value adjustment resulting from surplus in the valuation of the investment properties in the preceding quarter.
B3.

Prospects for financial year (2007/08)



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 2007/08 will show improvement over that of financial year 2006/07. 

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 2007

	
	30 June 2006

	
	30 June 2007

	
	30 June 2006


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

	Within Malaysia
	
	
	
	
	
	
	

	In respect of the

current period
	
	
	
	
	
	
	

	Taxation
	27,255
	
	20,914
	
	27,255
	
	20,914

	Deferred taxation
	1,051
	
	4,612
	
	1,051
	
	4,612

	
	28,306
	
	25,526
	
	28,306
	
	25,526


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
	30,500
	 
	 
	 

	Private debt securities
	137,229
	 
	167,729
	 

	 
	 
	 
	 
	 

	Long term :
	 
	 
	 
	 

	Secured
	
	
	
	

	Term loan
	780,118
	 
	 
	 

	Private debt securities
	1,299,196
	 
	2,079,314
	 

	 
	 
	 
	2,247,043
	 


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 18 July 2007, the shareholders approved the payment of a final dividend in respect of the financial year ended 31 March 2007, of 6.0% less 27% taxation on 934,074,279 ordinary shares, amounting to a dividend payable of RM40.91 million (4.38 sen net per ordinary share). The dividend was paid on 17 August 2007.

B13.
Earnings per share (“EPS”)

	 
	Individual quarter ended

	 
	Cumulative period ended



	 
	30 June
2007
	 
	30 June
2006
	 
	30 June
2007
	 
	30 June
2006

	(i) Basic earnings per 

    Share
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Profit attributable to ordinary equity holders of the parent (RM’000)
	53,447
	 
	42,186
	 
	53,447
	 
	42,186

	 
	 
	 
	 
	 
	 
	 
	 

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

	 
	 
	 
	 
	 
	 
	 
	 

	Basic earnings per share (sen)
	5.72
	 
	4.52
	 
	5.72
	 
	4.52

	 
	 
	 
	 
	 
	 
	 
	 

	(ii) Diluted earnings per 

      share 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Profit attributable to ordinary equity holders of the parent (RM’000)
	53,447
	 
	42,186
	 
	53,447
	 
	42,186

	Interest on RCULS (RM’000)
	817
	 
	742
	 
	817
	 
	742

	
	
	
	
	
	
	
	

	Profit attributable to ordinary equity holders of the parent including assumed conversion (RM’000)
	54,264
	
	42,928
	
	54,264
	
	42,928

	
	
	
	
	
	
	
	

	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)
	4.19
	 
	3.32
	 
	4.19
	 
	3.32


BY ORDER OF THE BOARD

Mohd Yusof bin Johor Ali (LS0009194)

Yeap Kok Leong (MAICSA0862549)

Company Secretaries

Kuala Lumpur
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