  K & N KENANGA HOLDINGS BERHAD 


 SELECTED EXPLANATORY NOTES 

REQUIREMENTS OF MASB 26 PARAGRAPH 16 

1. Accounting Policies

The quarterly interim financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the most recent annual financial statement for the year ended 31 December 2002. In addition, the interim financial statements of the Company has also been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Kuala Lumpur Stock Exchange.

2.         Condensed financial statements

This interim financial statements have been prepared on a condensed basis and as such should be read in conjunction with the latest annual financial report for the year ended 31 December 2002.

3.       Preceding financial year audit report

The preceding financial year audit report in respect of the financial year ended 31 December 2002 was not qualified by the external auditor.

4. Seasonal or Cyclical Factors

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

5. Nature and amounts in relation to assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence

There are no exceptional items affecting assets, liabilities, equity, net income or cash flows during the quarter ended 30 September 2003

6.      Changes in the nature and amount of estimated figures reported in prior interim periods and or financial years

            There were no changes made in estimates for amounts reported in prior interim periods or financial year.
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7. Issuance, cancellation, repurchases, resale and repayments of 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 30 September 2003.

8.        Dividends paid per share

             Dividend of 3% less 28% tax amounting to RM13,180,525.18 in respect of the financial year ended 31 December 2002 was paid for during the current quarter ended 30 September 2003.

9.         Segmental Reporting

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

10.       Revaluation of property, plant and equipment

            The Group’s property, plant and equipment have not been previously revalued.

11. Material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period

            There are no material events subsequent to the end of the interim period which have not been reflected in the current quarter interim financial statements.

12.       Effects of changes in the Composition of the Group

There were no changes in the composition of the Group for the quarter ended 30 September 2003.
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13. Changes in contingent liabilities and assets since the last annual balance sheet date

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

RM 629 million.

(ii)      unsecured corporate guarantee in favour of a licensed bank for issuance            of standby letter of credit in favour of MDCH amounting to RM8 million.

(iii)      unsecured corporate guarantee in favour of a counter party in respect of a collaterized cash deposit for a subsidiary company amounting to RM3.8 million.

SELECTED EXPLANATORY NOTES 

REQUIREMENTS OF PART A, APPENDIX 9B OF THE LISTING REQUIREMENTS OF THE KUALA LUMPUR STOCK EXCHANGE

1. Review of the performance of the Company and its principle subsidiary companies for the quarter and financial year to date

During year to date, the Group earned a profit before taxation of RM15.474 million mainly due to net writebacks in provision for diminution in value of investments held amounting to RM4.2million, operational profits from the stockbroking arm amounting to RM5.2million and profits from both its money lending and futures broking subsidiary companies amounting to RM3.1million. For the quarter the Group made an additional RM14.121 million due mainly to a net writeback in provision for diminution in value of RM1.9 million , 8.6 million operating profits  from its stockbroking arm and an additional RM2.4 million from its money lending and futures broking subsidiary companies. 
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  2.       Explanatory comments on any material change in profit before taxation (current quarter as compared with the immediate preceding quarter)

The Group results increased from profit  before taxation of  RM1.353 million for the quarter ended 30 June 2003 to a profit before taxation of RM15.474 million for the quarter ended 30 September 2003 due mainly to a net writebacks in provision for diminution in value of RM1.9 million , RM8.6 million operating profits  from its stockbroking arm and an additional RM2.4 million from its money lending and futures broking subsidiary companies. 
3.           Current year prospects

             The profitability of the Group for the year 2003 will depend heavily on the volumes transacted and market sentiment in the KLSE.

4.         Variance From Profit Forecast And Profit Guarantee

This is not applicable as the Company did not issue any profit forecast or profit guarantee during the period.

5.        Taxation

                                                                   Individual                             Cumulative 

                                                                      Quarter                                     Quarter

                                                              Current Year                           Current Year   

                                                                      Quarter                                    To Date

                                                             30 September 2003       30 September 2003                                                               

                                                                    RM’000                                    RM’000 

Current year income tax                                  2,424                                       5,220                                                                             

Overprovision of income tax                               (7)                                        (278)                                                                        

                Deferred taxation                                            (936)                                     (2,097)
                Total                                                              1,481                                         2,845
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5.      
Taxation (Contd)

The effective tax rate for the current quarter and financial year to date is higher than the statutory rate due to  :-

                                                             Individual                            Cummulative

                                                          Current Quarter                     Current Quarter    

                                                                RM’000                              RM’000

Tax effect at statutory rate                       3,730                                     4,089

Add:   tax effect of expenses

          that are not tax deductible                 13                                       3,495

          for tax purposes

Less:    utilisation of unabsorbed             (1,319)                                  (2,364)    

            tax losses and capital

            allowances 

Tax expense                                             2,424                                     5,220                               
6.         Profits on Sale of Investments and/or Properties

There were no sale of unquoted investments and properties for the quarter ended 30 September 2003 .
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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 30 September 2003 and the profit arising therefrom were as follows:

                                                                          Individual       Cummulative

                                                                            Quarter             Quarter

                                                                               RM’000           RM’000

Total purchases  for the period                             3,979                   8,512

Total sales for the period                                      3,820                  7,696                                                         

Total.loss on disposal  for the period                      819                  1,587


(b) Total investment in quoted securities by the Group other than the stockbroking subsidiaries as at 30 September 2003 were as follows:


RM’000


Total investment at cost                                           12,449



___________


Total investment at carrying value/book value        12,449



___________


Total investment at market value at end


of reporting period                                                   13,070      



___________

8.         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.
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9.       Group Borrowings


Total Loans 


RM’000


Subordinated Loan (unsecured)
1,350

              Long term loan from a financial institution (secured)          32,607

          Short term borrowings (unsecured)                                       90,148

              


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 Asia Pacific Holdings Pte Limited.  The loan is unsecured, interest free and is repayable, subject to approval from the Malaysia Derivative Exchange Berhad (“MDEX”), upon maturity which is scheduled in August 2005.

In addition, during the quarter ended 31 March 2003, a subsidiary company of K & N Kenanga Holdings Berhad, Kenanga Management & Services Sdn. Bhd secured a loan from a financial institution in order to finance its building refurbishment programme. This loan is in secured by a charge on the Kenanga International building and is repayable over a period of  15 years.

During the quarter ended 30 September 2003, the Group obtained the following short term borrowings as follows:-

i) K & N Kenanga Bhd drawn down RM50 million from its RM250 million Notes Issuance Facility for a period of 94 days maturing on 27 November 2003 to finance its stockbroking operations.

ii) Kenanga Capital Sdn. Bhd., the money lending subsidiary company, obtained  a revolving credit from a financial institution for an amount of RM55 million in order to finance its own working capital and its repayable on the loan period maturity up to a 90 days period.

10.       Off Balance Sheet Financial Instruments

There were no off balance sheet transactions which are not accounted for at the date of this report.
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11.      Changes  in  material Litigation

There are no material changes in material litigation at the date of this report except for the various legal suits initiated by SSSB Management Services Sdn. Bhd. (formerly known as Sarawak Securities Sdn. Bhd), a subsidiary company of K & N Kenanga 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.

12.
Dividend

No interim dividend has been declared for the current quarter ended 30 September 2003.

13.      Earnings per share

           The amount used as the numerator for the purposes of calculating the basic and diluted earnings per share for the nine months period is RM12.433 million representing the consolidated profits after minority interests, extraordinary items and taxation (30 September 2002:-  profits after minority interests, extraordinary items and taxation: RM5.216 million  ).

          The weighted average number of shares used as the denominator in calculating the basic and diluted earnings per share for the six months period is 610,209,499 (30 September 2002: 610,209,499 ). The reconciliation of the two denominators used for the basic and diluted earnings per share is as follows:-

                                                                           Individual      Cummulative

                                                                              Quarter             Quarter

                                                                               RM’000           RM’000


Number used in calculation of 






   basic earnings per share                                                610,209               610,209


Number under option                                                        39,475                  43,484


Number that would have been issued at fair value        (39,475)                 (43,484)


Number used in calculation of 






   fully diluted earnings per share


    610,209                610,209


Page 14 of 15

SELECTED EXPLANATORY NOTES 

REQUIREMENTS OF PART A, APPENDIX 9B OF THE LISTING REQUIREMENTS OF THE KUALA LUMPUR STOCK EXCHANGE (CONTD)
By Order of the Board

K & N KENANGA HOLDINGS BERHAD

ABDUL AZIZ BIN HASHIM
 Managing Director

c.c.
Issues & Investment Division


Securities Commission


(Wong Wing Seong, Director) 
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