  K & N KENANGA HOLDINGS BERHAD 


NOTES

1. Accounting Policies

The quarterly financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the 2000 Annual Report. In addition, the Company also complies with the approved accounting standards that are applicable for the current financial year.

2. Exceptional Items

There were no exceptional items for the quarter ended 31 December 2001.

3. Extraordinary Items

There were no extraordinary items for the quarter ended 31 December 2001.

4. Taxation

                                                                   Individual                             Cumulative 

                                                                      Quarter                                     Quarter

                                                              Current Year                           Current Year   

                                                                      Quarter                                    To Date

                                                             31 December 2001        31 December 2001                                                               

                                                                    RM’000                                    RM’000 

Current taxation                                       1,593                                                3,206

Overprovision of taxation                      (2,171)                                                  (98)
Deferred taxation                                          10                                                 (172)                                            

5. Pre-Acquisition Profits

There were no pre-acquisition profits for the quarter ended 31 December 2001 except for the pre-acquisition group losses of Peninsula Securities Sdn Bhd and its subsidiary companies as at 30 August 2001. 

6. Profits on Sale of Investments and/or Properties

There were no sale of unquoted investments and properties for the quarter ended 31 December 2001.
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7. Quoted Securities

(a) Total purchases and sales of quoted securities by the Group other than the stockbroking subsidiaries for the quarter ended 31 December 2001 and the profit arising therefrom were as follows:


RM’000
Total purchases  for the period from                        880

1.10.2001  to 31.12.2001                                   ____________

Total sales for the period from                                 855

1.10.2001 to 31.12.2001
_____________

Total profit on disposal  for the period  from             20

1.10.2001 to 31.12.2001
_____________

(b) Total investment in quoted securities by the Group other than the stockbroking subsidiaries as at 31 December 2001 were as follows:


RM’000


Total investment at cost                                           13,358




___________


Total investment at carrying value/book value        11,257



___________


Total investment at market value at end


of reporting period                                                    11,257



___________

8. Changes in the Composition of the Group

There were no changes in the composition of the Group for the quarter ended 31 December 2001 except for the vesting over of the operations of Sarawak Securities Sdn. Bhd and Peninsula Securities Sdn. Bhd to K & N Kenanga Bhd (KNKB) on 23rd November and 30th November 2001 and thereafter operated as branches of KNKB  in Kuching, Miri and Johor Bahru.
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9. Status of Corporate Proposals

There are no corporate proposals by the Group which have been announced but not completed at the date of this report. 

10. Seasonal or Cyclical Factors

The Group’s performance is mainly dependent on the KLSE market volume which in turn is affected by market sentiment.

11. Debt and Equity Securities

There were no issues and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the quarter ended 31 December 2001. 

12. Group Borrowings


Total Loans 


RM’000


Subordinated Loan
1,350



========


A subordinated loan amounting to RM5,000,000 was extended in December 1995 by the shareholders of its subsidiary, Kenanga Deutsche Futures Sdn Bhd to the subsidiary.  The amount of RM1,350,000 represents the portion advanced by Deutsche Securities Australia Limited.  The loan is unsecured, interest free and is repayable, subject to the approvals from the Kuala Lumpur Options and Financial Futures Exchange Berhad (“KLOFFE”) and the Commodity and Monetary Exchange of Malaysia (“COMMEX”), upon maturity which is scheduled in August 2002.
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13. Contingent Liabilities

Contingent liabilities at the date of this report are as follows:-

(i) unsecured corporate guarantee in favour of various banks in respect

of credit facilities extended to  subsidiary companies amounting to

RM381.25  million.

.(ii)         unsecured corporate guarantee in favour of a licensed bank for issuance 

               of standby letter of credit in favour of MDCH amounting to RM5 million.

(iii)         unsecured underwriting commitments of RM3.24  million 

14. Off Balance Sheet Financial Instruments

There were no off balance sheet transactions which are not accounted for at the date of this report.

15. Material Litigation

There are no material litigation at the date of this report except for the various legal suits initiated by Sarawak Securities Sdn. Bhd., a subsidiary company of K & N  Holdings Berhad in respect of certain irregularities in the margin accounts of several clients. However, this debts have been reassigned to the vendor, CMS Capital Sdn. Bhd. via a Deed of Assignment dated 8 August 2001.

16. Segmental Reporting

Segmental information is not provided as the activities of the Group comprise principally stockbroking and related financial services in Malaysia.

17. Material Change in Quarterly Profit Before Taxation

The Group turnover increased from RM7.051 million for the quarter ended 31 December 2000 to RM24.1 million for the quarter ended 31 December 2001 due mainly to the inclusion of the turnover of K&N Kenanga’s new branches in Kuching and Johor Bahru amounting to RM4.6million and the better turnover of the KL Main office which generated a total quarterly turnover of RM16 million.


Loss before taxation, minority interests and extraordinary items fell from  RM14.29 million for the quarter ended 31 December 2000 to  RM11.2 million for the quarter ended 31 December 2001 due mainly to the write back in the provision for diminution in value of investments of the Group of RM4.34m.
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18. Review of Operating Performance

The performance of the Group for the twelve months to 31 December 2001 is below the results of the corresponding twelve months of last year. This is due mainly to a drastic drop in market volumes for the twelve months period of this year and was further compounded by lower brokerages charged on trades. The higher volumes expected with the reduction of brokerages did not materialise. A total  provision of RM2 million was made in respect of unrealised losses of quoted investments held by the Group as at 31 December 2001 as required by the MASB’s approved accounting standards. Furthermore, the Group also conservatively made a  provision amounting to RM21 million in respect of client’s doubtful accounts. The results for one month of the new branches in Kuching, Miri and Johor Bahru were also included in the results above.
In the opinion of the Directors, no item, transaction or event of a material and unusual nature has arisen which would affect substantially the results of the operations of the Group and of the Company for the period from 31 December 2001 to the date of this announcement.

19. Current Year Prospects

Profitability of the  Company for the year 2002 will depend greatly on the market performance and volume transacted on the KLSE  and any further liberalisation of  brokerage rates during the year .

20. Variance From Profit Forecast And Profit Guarantee

For the year 2001, the Group have recorded a total turnover of RM69.2million and a loss before taxation of RM23.6 million. The reason for this great variance as compared to the forecast  are as follows:-

(i) The trading volumes forecasted by the stockbroking companies in the Group for the year 2001 was RM41.9 billion. However, the actual volumes recorded by the Group was only RM12.9 billion, representing a drop of 69.2% from the values forecasted. This was due to very poor sentiment in the KLSE which have resulted in poor volumes in the market

(ii) Due to poor market sentiment, the investment portfolio held by the Group continue to suffer a loss in value amounting to nearly RM2 million.

(iii) In addition, the Group also conservatively made additional provision for doubtful debts amounting to RM21 million.
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21.
Dividend

(a)  A final dividend has been recommended

            (b)   (I)  amount per share     5.0 sen

                   (II)  previous corresponding period   8.0 sen

(III) Total dividend for the current financial year  RM21,965,274 (net of tax of 28%)
              (c)  The date of payment will be announced at a later date.

22.      Comparative Figures

Comparative figures have been included to facilitate comparisons of the quarterly results.

By Order of the Board

K & N KENANGA HOLDINGS BERHAD

TENGKU DATO’ PADUKA NOOR ZAKIAH

  BTE TENGKU ISMAIL

Executive Chairman

c.c.
Issues & Investment Division


Securities Commission


(Wong Wing Seong, Director) 
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