DKLS INDUSTRIES BERHAD

(Incorporated In Malaysia)

EXPLANATORY NOTES ON QUARTERLY REPORT

1. The quarterly financial statements under review have been prepared based on the accounting policies and methods of computation consistent with the most recent annual financial statements.

2. There were no exceptional items for the current financial year to date.

3. There were no extraordinary items for the current financial year to date.

4. Taxation comprises :- 


Individual Quarter
Cumulative Quarter


Current year

2nd  Quarter

30-06-2002

RM’000
Preceding year

Corresponding

2nd  Quarter

30-06-2001

RM’000
Current year to date

30-06-2002

RM’000
Preceding year corresponding period

30-06-2001

RM’000







Current taxation
2,182
1,588
4,008
2,307

Deferred taxation
-
-
-
-

(Over)/under provision in prior years
-
-
(20)
-

Share of taxation of associated company


-
-
-
-


2,182
1,588
3,988
2,307

The effective tax rate of the Group is higher than the statutory rate principally due to certain expenses being disallowed for tax purposes.

5. There were no sales of unquoted investments and/or properties for the current financial year to date except for the following :-

DKLS Development Sdn Bhd, a wholly owned subsidiary of the Company has disposed of 2 units bungalow at Desa Manjung Raya for a consideration of RM238,000 and RM350,000 on 28 February 2002 and 7 March 2002 respectively.

On 17 April 2002, DKLS Construction Sdn Bhd, a wholly owned subsidiary of the Company has disposed of 2 units of 3 storey shopoffice located at Medan Istana 1, Bandar Ipoh Raya, 30000 Ipoh to the Company for a consideration of RM800,000. 

6. There were no purchases or disposals of quoted securities for the current financial year to date.

7. There were no changes in the composition of the Group for the current financial year to date except for the following:-

On 17 January 2002, the Company acquired the entire interest in DKLS Venture Sdn Bhd (“DVSB”) comprised 2 ordinary shares of RM1.00 each for a consideration of RM2.00 making DVSB a wholly owned subsidiary of the Company.  On 31 January 2002, the Company subscribed for an additional 1,199,998 ordinary shares of RM1.00 each in DVSB (out of the total 4,999,998 ordinary shares of RM1.00 on issue) at par for a cash consideration of RM1,199,998.  The subscription resulted in making DVSB an associated company of the Company.  Accordingly, DVSB ceased to be a subsidiary of the Company. 
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On 19 June 2000, the Company acquired the entire interest in Marina Sanctuary Resort Sdn Bhd (“MSR”) comprised 2 ordinary shares of RM1.00 each for a consideration of RM2.00 making MSR a wholly owned subsidiary of the Company.  On 15 July 2002, the Company subscribed for an additional 509,998 ordinary shares of RM1.00 each in MSR (out of the total 999,998 ordinary shares of RM1.00 on issue) at par for a cash consideration of RM509,998.  The subscription resulted in making MSR a 51%-owned subsidiary of the Company.  Accordingly, MSR ceased to be a wholly-owned subsidiary of the Company. 

8. There were no corporate proposals announced and not completed as at the latest practicable date:-

However, the proceeds received from the rights issue exercise arising from the corporate proposal completed the previous financial year were utilised as follows:-












        RM

a)
Payment to the vendors of ABSB less retention sum for real property gain tax
29,746,687

b)
Expenses paid to-date in relation to the Proposed Exercise
1,767,589



31,514,276

9. There were no issuance and repayment of debt and equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares for the current financial year to-date except for the following:-

The Company has issued 2,329,400 and 87,200 new ordinary shares of RM1.18 and RM1.23 respectively pursuant to the ESOS scheme.

10. The Group borrowings, all denominated in Malaysian currency, at the end of the reporting period are as follows:-


30-06-2002

31-12-2001


RM’000

RM’000

Short term borrowings




Banker acceptance (secured)
3,689

2,031

Bank overdraft (secured)
9,260

3,776

Hire purchase creditors (current portion)
2,220

2,703


15,169

8,510

Long term borrowings




Hire purchase creditors
725

697


15,894

9,207

11. The contingent liabilities of the Group as at the latest practicable date are as follows :-


Latest practicable date

31-12-2001


RM’000

RM’000






Guarantees given to financial institutions for facilities granted to subsidiaries
55,060

52,837






Guarantees given to third parties for credit facilities granted to subsidiaries
16,715



14,115









71,775

66,952

12. There were no financial instruments with off balance sheet risk as at the latest practicable date.

13. There were no pending material litigation as at the latest practicable date except for the following:-
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DKLS Construction Sdn Bhd, a wholly owned subsidiary of the Company, has obtained judgement on 21 March 2002 in respect of the legal action against one of its trade debtors in relation to the recovery of debt amounting to RM1,398,160.  Full provision for the amount has been provided for in the accounts. 

14. The segmental information applicable to the Group is as follows :-

Analysis by Activity

Current year to-date
Investment
Construction
Manufacturing
Property Development
Others
Total
Elimination
Consolidated


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

Revenue









External sales
46
88,180
20,941
5,227
-
114,394
-
114,394

Inter-segment sales
3,177
4,979
3,147
-
-
11,303
(11,303)
-

Total revenue
3,223
93,159
24,088
5,227
-
125,697
(11,303)
114,394

Result









Segment results
2,567
9,896
2,120
2,321
-
16,904
(4,737)
12,167

Profit from operations







12,167

Finance cost

(96)
(134)
-
-
(230)
-
(230)

Interest income
164
214
-
-
-
378
-
378

Share of results of associated companies


20
(1)
25
44

44

Taxation
(800)
(2,765)
(598)
(665)
-
(4,828)
840
(3,988)

Profit after taxation







8,371

Assets and Liabilities









Segment assets
16,853
111,923
31,855
39,082
-
199,713



Investment in equity method of associates


1,220
13,702
3,402
18,324



Unallocated corporate assets





902



Consolidated assets





218,939













Segment liabilities
1,611
61,246
10,460
150
-
73,467



Unallocated corporate liabilities





3,796



Consolidated total liabilities





77,263



Other information









Capital expenditure
-
2,048
546
4
56
2,654



Depreciation
41
1,847
1,228
11
-
3,127



Amortisation




-
-
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Analysis by Geographical Segment

Current year to-date
Total revenue from external customers

Segment

assets

Capital expenditure 


RM’000

RM’000

RM’000








Malaysia
114,394

215,537

2,598

Kingdom of Cambodia
-

3,402

56


114,394

218,939

2,654

15. The Group recorded a pre-tax profit of RM6.4 million on a revenue of RM50.5 million for the current quarter as compared to a pre-tax profit of RM5.9 on a revenue of RM63.9 million for the immediate preceding quarter.  The higher profit margin on revenue is attributed to the development projects undertaken by the subsidiary, DKLS Development Sdn Bhd, which are near completion.

16. The Group recorded a pre-tax profit of RM12.3 million on a revenue of RM114.4 million for the current financial year as compared to a pre-tax profit of RM7.6 million on a revenue of RM101.7 million for the preceding financial year. The higher profit realised in this period as compared with the preceding year corresponding period is due to the inclusion of profit derived from the newly acquired wholly subsidiary, DKLS Development Sdn Bhd with effect from 1 October 2001.  

17. There were no material events subsequent to end of the reporting period that have not been reflected in the quarterly financial statements as at the latest practicable date.

18. The results of the Group are not affected by any seasonal or cyclical factors.

19. The directors are of the opinion that barring any unforeseen circumstances, the Group is expected to perform better for the financial year 2002.

20. The Explanatory Notes for any variance of actual profit from forecast profit and for any shortfall in the profit guarantee are not applicable in this quarter.

21.
The directors do not recommend any dividend in respect of the current financial year to date.

22.
To-date, DKLS Construction Sdn Bhd, a wholly subsidiary of the Company, in the ordinary course of business had caused Malayan Banking Berhad to issue a Performance Bond guarantee amounting to RM16.149 million on behalf of the main contractor.  The financial assistance provided has no financial impact on the Company as a Group.

By order of the Board

Cheai Weng Hoong

Company Secretary

Date: 28 August 2002 

