KURNIA SETIA BERHAD (7770-D)

Quarterly Report on Consolidated Results for the 

Third Quarter Ended 31.12.2002

Notes
(a)
Basis of Preparation 

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.


Prior Year Adjustment


In prior years, long term leasehold land is stated at cost or at valuation and will be depreciated when the remaining leasehold period is 50 years.  In financial year ended 31 December 2002, this basis was changed and the long term leasehold land is depreciated over the period of the respective leases which range from 66 years to 99 years.


In addition, in prior years, planting expenditure in immature areas was capitalized as immature plantation and expenditure on mature plantation was charged to income statement in the year in which the expenditure incurred.  A provision of RM500,000 was provided every year for replanting purposes and all future replanting  cost will be charged against this provision.  In financial year ended 31 December 2002, this basis was changed with the adoption of Amortisation Method whereby the mature  plantation is amortised over a period of 25 years commencing from the date of the maturity of the rootstock.  The company has also ceased the provision of replanting amounting to RM500,000.

Following the above change in accounting policy, the amounts for the current and comparative years are stated on the new basis and a prior year adjustments have been made.

The effect of the prior year adjustments give rise to impact on the following years :-

Affecting :-











RM

The results for the year ended 31 December 2001


  (2,557,840)

The results for the year ended 31 December 2000 and before
(26,809,989)











(29,367,829)


The following notes explain the 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 2001.

(b) The audit report of the Group’s preceding annual financial statements was not qualified.

( c)

Seasonal And Cyclical Factors

The FFB cyclical production, fluctuation in the price of the commodity and the continuous dry spell would  affect the company’s income.

(d)

Assets - Property, Plant and Equipment

(i)
During the period, the Group wrote off rubber plantation cost amounting to RM5.6 million.  The disposal of rubber trees gave rise to proceeds of RM2.0 million.  This has resulted in net loss of RM3.6 million.

(ii)
On 19 March 2002, approximately 300 hectares of plantation areas in Sri Jelutung estate was destroyed by fire.  The loss is estimated at RM0.6 million.

(e)
There have been no changes in estimates of amounts reported in prior interim period and for financial years that have material effect in the current interim period.

(f)
Issuances, cancellations, repurchases, resale and/or repayments of debt and equity securities

The Group is not involved in the exercise of  issuances, cancellations, resale  and repayment of debt and equity securities, for the current quarter under review, except the shares as stated in note (8.1) below. 

(g) There were no dividends paid ( aggregate or per share) separately for ordinary shares and other shares during period under review.

(h)  
Segmental Information
Segmental information is presented in respect of the Group’s business segment. The activities are as follows :

	
	
	Revenue
	
	
	Profit/(Loss) before taxation
	

	
	Current Quarter
	Quarter Todate
	Current Quarter
	Quarter Todate

	
	31.12.02
	31.12.01
	31.12.02
	31.12.01
	31.12.02
	31.12.01
	31.12.02
	31.12.01

	
	RM '000
	RM' 000
	RM' 000
	RM' 000
	RM' 000
	RM' 000
	RM' 000
	RM' 000

	
	
	
	
	
	
	
	
	

	Plantation
	7,127
	4,777
	26,304
	18,139
	        (4,465)
	(1,154)
	(6,103)
	(2,487)

	Manufacturing
	201
	198
	1,158
	1,426
	(190)
	(553)
	(624)
	(1,294)

	Construction
	2,600
	4,035
	8,354
	7,838
	(630)
	(147)
	(423)
	61

	Trading
	1,571
	130
	4,435
	689
	30
	(209)
	158
	(216)

	
	
	
	
	
	
	
	
	

	
	11,499
	9,140
	40,251
	28,092
	        (5,255)
	(2,063)
	(6,992)
	(3,936)

	
	
	
	
	
	
	
	
	

	Group's share of
	
	
	
	
	
	
	
	

	Associated companies
	-
	-
	-
	-
	-
	-
	-
	-

	Result
	
	
	
	
	-
	(20)
	
	(6)

	
	11,499
	9,140
	40,251
	28,092
	        (5,255)
	(2,083)
	(6,992)
	(3,942)

	
	
	
	
	
	
	
	
	

	Consolidated adjustment
	-
	-
	-
	-
	8
	28
	8
	-

	
	
	
	
	
	
	
	
	

	Total
	11,499
	9,140
	40,251
	28,092
	       (5,247)
	(2,055)
	(6,984)
	(3,942)

	
	
	
	
	
	
	
	
	


No segment information on geographical is presented as the Group activities are mainly carried out in Malaysia.

(i)
The valuations of land, buildings and plantations

The valuations of land, buildings and plantations  have been brought forward, without amendments from the previous annual report.

(j) 
Material Events

There is no material events subsequent to end of the current period that has not been reflected in the financial statements.  

(k)
Changes In The Composition Of The Group
There has been no change in the composition of the Group for the current financial quarter to date except in GE-Sunny Dale Group where it disposed off its 41.56% shares in its associated GE-Sunny Dale Industries (Penang) Sdn Bhd. 

(l)

Contingent Liabilities (Unsecured)

Corporate guarantee for overdraft facilities granted to subsidiaries remained at RM3.6million.

1.  
REVIEW OF PERFORMANCE 
Revenue for the period rose by 44 percent to RM40.2 mil. from RM28 mil. posted in the corresponding period of 2001.  Despite higher palm oil prices and a subsidiary’s income project, the cost of written-off rubber areas at its final stages has hit the profit.  The Group losses marked 77 percent to RM6.9 mil. from RM3.9 mil. recorded in the corresponding period last year.

2. MATERIAL CHANGES IN QUARTERLY RESULTS IN COMPARISON WITH THE PRECEDING QUARTER


The change in accounting policies on amortization of plantation and leasehold land has resulted in additional cost of RM3 mil., calculated for the  whole period and taken up in this final quarter.  The final writing off of rubber historical cost amounting to RM2.5 mil. in current quarter has put to end the era of rubber in the group.

3.
PROSPECTS 

The crop production is expected to improve and exceed the current year’s level, as more areas will come into mature in 2003.  Assuming the palm oil price stay at current level, the group is expected to record better results in coming year. 

4.
VARIANCES ON PROFIT FORECASTS AND/OR PROFIT GUARANTEE
No profit forecast or profit guarantee was made during the financial period under   review.

5.
TAXATION
The company expects no tax charge for the period under review as the Group is in a tax loss position.  The company has sufficient tax credit under Section 108 of the Income Tax Act, 1967 to frank payment of dividend out of its entire retained profits. The tax  RM9,014 arise from interest income, which was assessed separately.

6.
PROFITS FROM SALE OF PROPERTIES AND UNQUOTED INVESTMENT

On 19 March, 2002, the Group, via its wholly owned subsidiary, GE-Sunny Dale Industries Sdn Bhd disposed off its entire shareholdings comprising 173,000 shares of RM1 each or 35.4% in an associated company, GE-Sunny Dale Industries (Penang) Sdn Bhd for a cash consideration of RM121,100 to the other existing shareholders of the associated company. The transaction gave rise to a loss  of RM51,900. 

There was no purchase or sale of properties during the period.

7.
PURCHASE AND DISPOSAL OF QUOTED SECURITIES

There is no purchase or disposal of quoted securities and no profit/loss arising therefrom.

a. Investments in quoted shares are as follows :-


   Counter

Quantity
     Cost
 Market Value
Carrying Value




  (unit)
                (RM)
        (RM)

         (RM)


Quoted shares

Bandaraya

 46,500 
     59,907
           54,870

       54,870

Proton

 12,000 
     60,000
         105,600
       
       60,000

Poh Huat
 
   8,000 
     14,400
             8,080

         8,080

FACB Ind
 
   5,000  
       5,000
             3,750

         5,000

Unit Trust

Kumipa
           545,232
   500,000
       199,500

     199,500

BIMB
           250,000      
   250,000
         71,925

       71,925


8.   
STATUS OF CORPORATE PROPOSALS

8.1
In connection with a total of  506,329 units of ordinary shares in the name of the vendors of Kurnia Setia Development Sdn. Bhd. held as security for a profit guarantee; the Company being unable to secure written undertaking from the vendors, continue negotiating with them to settle the Revised Profit Guarantee.

8.2 The company has undertaken and completed the following exercise :

a. Issuing bonus share of 5,672,219 new ordinary shares in KSB of RM1.00 each credited as fully paid-up to the existing shareholders of the company on the basis of one (1) new KSB shares for every ten (10) existing KSB shares held.  The bonus share had been allotted and issued on 23 July, 2002.


The Bonus Issue has enable KSB to increase its paid-up share capital to comply with the SC guidelines on minimum issued and paid-up share capital of companies listed on the Main Board of  KLSE to RM60mil.  The Bonus Issue was made by way of capitalising an amount  of RM5,672,219 from the Share Premium Account of KSB.

b.
Proposed new KSB Employees’ Share Option Scheme (ESOS) of up to 10% of the issued and paid-up share capital of the company for the employees and executive directors of KSB and its subsidiaries who meet the criteria for participation in the scheme as set out in a set of new Bye-Laws, upon the expiry of the existing ESOS on 7 November 2002.


The proposed KSB’s new ESOS shall be in force for a period of not more than 10 years from its commencement.

9. 
GROUP BORROWINGS

Borrowings are : 

9.1
Short Term Borrowings

RM’000

Secured :


  




  




Bank overdrafts

11,543



HP, lease payables and



loan due


  1,785









13,328


The bank overdrafts of the Group are secured by way of legal charge over certain long term leasehold land and building, property, fixed and floating charge over the assets of the subsidiaries and corporate guarantee by the Company. The bank overdrafts bear interest ranging between 8.15% to 8.9% per annum.

9.2
Long Term Loans
RM’000



Maybank (Bai Bithaman Ajil)
   1,094



Maybank (Bai Bithaman Ajil)
 20,578



Bank Pertanian    


   1,500









 23,172



Due within 12 months


 (1,696)


















 21,476


The loans are secured by way of first legal charge over property held  and oil palm plantations. The loans bear interest ranging between 4% to 9.25% per annum.

10.  
OFF-BALANCE SHEET FINANCIAL INSTRUMENTS 
The group has not undertaken off-Balance Sheet Financial Instruments as at the financial period under review.

11.
MATERIAL LITIGATION
There was no material litigation during the financial period under review.

12.  
DIVIDEND
 
No dividend has been declared for the period ended 31 December 2002.

13.  
EARNINGS PER SHARE



Basic earnings per share



The calculation of basic earnings per share for the quarter is based on the net loss attributable to ordinary shareholders of RM6,976,271 and the weighted average number of ordinary shares outstanding during the quarter of 59,239,729. 

Weighted average number of ordinary shares










   
    units

Issued ordinary shares at beginning of period


56,722,196

Effect of shares issued in July 2002




  2,517,533

Weighted average number of ordinary shares


59,239,729


By Order of the Board
SUZILAH HAJI WAHID (LS 0585)

Company Secretary

24 February 2003 






