KUALA LUMPUR CITY CORPORATION BERHAD (426627-H)

The Board of Directors is pleased to announce the unaudited consolidated accounts of the Group for the third quarter ended 30 September 2000. 

CONSOLIDATED INCOME STATEMENT




INDIVIDUAL QUARTER
           CUMULATIVE QUARTER




CURRENT

YEAR

QUARTER

30 SEPTEMBER

2000

RM’000
PRECEDING

YEAR

CORRESPONDING QUARTER

30 SEPTEMBER

  1999

RM’000
CURRENT

YEAR

TO DATE

30 SEPTEMBER  2000

RM’000
PRECEDING YEAR

CORRESPONDING

PERIOD

30 SEPTEMBER

  1999

RM’000









1.
(a)
Turnover

5,720

38,790

81,319
84,890










(b)
Investment income
                     -

1
                     -
1










(c)
Other income including interest income

2,425

488

7,072
                       504









2.
(a)
Operating profit/ (loss) before interest on borrowings, depreciation and amortisation, exceptional items, income tax, minority interests and extraordinary items

(1,704)

6,543

12,053
17,138










(b)
Interest on borrowings

(0)

(754)

(1,105)
(2,398)










(c)
Depreciation and amortisation

(1,458)

(1,190)

(3,598)
(3,991)










(d)
Exceptional items

-

466
               
466


(e)
Operating profit/ (loss) after interest on borrowings, depreciation and amortisation and exceptional items but  before income tax, minority interests and extraordinary items

(3,162)

6,065
 
7,350
11,215











(f)
Share in results of an associated company 

-

-

-
-


(g)
Profit/ (loss) before taxation, minority interests and extraordinary items

(3,162)

6,065

7,350
11,215










(h)
Taxation

884

(10)

        (2,475)
(10)


(i)
(i)  Profit/ (loss) after taxation before deducting minority interests
(2,278)

6,055

4,875
11,205



(ii) Less minority interests

(77)

-

(77)
-










(j)
Profit/ (loss) after taxation attributable to members of the company

(2,355)

6,055

4,798
11,205










(k)
(i)   Extraordinary items

-

-

-
-



(ii)  Less minority interests 

-

-

-
-



(iii)  Extraordinary items attributable to members of the company

-

-

-
-



 






(l)
Profit/ (loss) after taxation and extraordinary items attributable to members of the company

(2,355)

6,055

4,798
11,205









3.
(a)
Earnings/(Loss) per share based on 2(j) above after deducting any provision for preference dividends, if any:







(i)  Basic (based on weighted average number of ordinary shares in issue of 118,049,478 ordinary shares, 1999 : 84,321,059 ordinary shares) (sen)
(1.99)

7.18
4.06
13.29











(ii) Fully diluted 



N/A

           

N/A
N/A

             
                 N/A


CONSOLIDATED BALANCE SHEET





30/09/00
31/12/99





RM’000
RM’000








1
Fixed Assets

28,088
51,893

2
Investment In Associated Company

-
-

3
Long Term Investments

1,510
1,500

4
Intangible Assets

60,241
5,796







5
Current Assets






Stocks

5,141
19,553



Trade Debtors


15,029



Clients’ and brokers’ debit balances

57,294
109,721



Other debtors

54,643
5,804



Short term investments

1,023
934



Short term funds

97,553
110,830










Total current assets

215,654
261,871







6
Current Liabilities






Short term borrowings

     -
37,680



Trade creditors

-
10,862



Clients’ and brokers’ credit balances

19,054
71,847



Other creditors

6,539
9,162



Remisiers’ accounts

6,322
6,933



Taxation

1,051
6










Total current liabilities

36,966
136,490








7
Net Current Assets

182,688
125,381













272,527
184,570

8
Shareholders’ Funds






Share capital

134,914
84,321


Reserves






Share premium

49,069
-



Capital Reserves

95,449
15,449



(Accumulated Loss)/Retained Profits

(9,521)
53,891





269,911
153,661

9
Minority Interests

          2,577
-


10
Long Term Borrowings

0
15,050

11
Other Long Term Liabilities:





 Deferred Taxation

39
46


 Grants

-
4,024




272,527
184,570







12
Net tangible assets per share (RM)

1.57


1.75









NOTES:

1. Accounting policies

The quarterly financial statements of the Group have been prepared using the same accounting policies and methods of computation as that used in the preparation of the financial statements for the year ended 31 December 1999.

2 Exceptional item

There were no exceptional items for the quarter ended 30 September 2000.

3. Extraordinary items

There were no extraordinary items for the quarter ended 30 September 2000.

4. Taxation 
The amount of taxation for the quarter ended 30 September 2000 did not include any deferred tax and/or adjustment for under or over provision in respect of prior years.

The effective tax rate for the nine months ended 30 September 2000 is higher than the statutory tax rate is due to certain expenses not allowable for tax purposes.

5. Pre-acquisition profits

There were no pre-acquisition profits included in the results for the quarter ended 30 September 2000.

6 Profits on the sale of investments and/or properties

There were no sales of unquoted investments and properties by the Group for the quarter ended 30 September 2000.

7 Purchase or disposal of quoted securities

There were no purchases or disposal of quoted securities by the Group other than that carried out in the ordinary course of business by the unit trust, asset management and stockbroking subsidiaries of the Group for the quarter ended 30 September 2000.

8. Changes in composition of the Group

There were no changes in the composition of the Group for the quarter ended 30 September 2000.

9. Status of Corporate Proposals

Save as disclosed below, there were no other corporate proposals carried out but not completed as at the date of issue of this announcement:

(a)
On 17 August 1999, the Company through its adviser, Bumiputra Merchant Bankers Bhd announced the following proposed corporate exercise:

(i) proposed renounceable rights issue of 50,592,634 new ordinary shares of RM1.00 each in the Company on the basis of three (3) new shares for every five (5) existing shares held (“proposed rights issue”), and

(ii) proposed employees’ share option scheme (“ESOS”) to eligible employees and executive directors of the Company and its subsidiary companies of up to 5% of the enlarged issued and paid-up share capital of the Company

The rights issue was completed and the additional new ordinary shares was listed and quoted on the Main Board of the Kuala Lumpur Stock Exchange on 17 March 2000.

Subsequent to the quarter ended 30 September 2000, the Board of Directors approved the implementation of the ESOS.

(b) On 1 December 1999, the Company announced the  proposed acquisition of 60% equity interest in Amal Bakti Sdn Bhd (‘Amal’) consisting of 12,000,000 ordinary shares of RM1.00 each for a total cash consideration of RM45 million. Upen Securities Sdn Bhd is a wholly-owned subsidiary company of Amal. 

On 11 May 2000, KLCCB entered into a new agreement to acquire 90% of the equity interest in Amal consisting of 18,000,000 ordinary shares of RM 1.00 each for a total cash consideration of RM 67.5 million. This new agreement supersedes the agreement entered into on 1 December 1999. On 2 September 2000, the Company had entered into a Sale of Shares Agreement ("SSA") with Dato' Seri Shahidan bin Kassim to acquire the remaining 10% of the issued and paid-up share capital of Amal comprising 2,000,000 Amal Shares for a total cash consideration of RM7,500,000.

On 14 September 2000, to facilitate the various applications to the relevant authorities, the Company through its advisers, announced that the Company and the vendors have agreed to rationalise the separate SSAs in respect of the Proposed Amal Acquisition and pursuant thereto intend to revoke the existing SSAs and enter into another SSA which would supersede the existing SSAs and amalgamate the acquisitions of the various portions of equity interests in Amal in one SSA.

Accordingly, on behalf of the Directors of KLCCB, the Company on 11 July 2000 entered into:-

(i)  A Rescission Agreement with Tan Sri Dato' Paduka (Dr) Ting Pek Khing ("Tan Sri Ting") and Upen Sdn. Bhd. ("Upen") to revoke the SSA dated 11 May 2000 in respect of the proposed acquisition by KLCCB from Tan Sri Ting and Upen collectively 18,000,000 ordinary shares of RM1.00 each in Amal ("Amal Shares") representing 90% equity interest in Amal;

(ii) A Rescission Agreement with Dato' Seri Shahidan bin Kassim ("Dato' Seri Shahidan") to revoke the SSA dated 2 September 2000 in respect of the proposed acquisition by KLCCB from Dato' Seri Shahidan 2,000,000 Amal Shares representing 10% equity interest in Amal; and

(iii) An SSA with Tan Sri Ting, Upen and Dato' Seri Shahidan (collectively referred to as "Vendors") to acquire from the Vendors collectively 20,000,000 Amal Shares representing the entire equity interest in Amal for a maximum cash consideration of RM75,000,000.

The purchase consideration is to be raised through a Proposed Restricted Issue which  would be not more than RM78,000,000 involving an issue at the maximum of 78,000,000 new ordinary shares of RM1.00 each in KLCCB ("KLCCB Shares") at the minimum issue price of RM1.00 per KLCCB Share. The proceeds raised would be utilised to satisfy the maximum purchase consideration of the Proposed Amal Acquisition of RM75,000,000 as well as to defray expenses for the Proposals estimated to amount to approximately RM3,000,000.


The Proposed Amal Acquisition and Proposed Restricted Issue are inter-conditional with one another and was approved by the Securities Commission on 29 September 2000. Approvals from the shareholders of the company is pending. 

(c) On 1 December 1999, the Company announced the proposed acquisition by KLCCB of 30% equity interest in Malacca Securities Sdn Bhd consisting of 10,269,001 ordinary shares of RM1.00 each for a cash consideration of RM20 million. The acquisition is pending completion.

(d)
On 1 December 1999, the Company announced a Business Merger Agreement (“BMA”) between KLCS with WK Securities Sdn Bhd (Special Administrator appointed) and the Special  Administrator to operate a KLCS branch in Kuantan, Pahang, for a cash consideration of RM55 million.  The relevant approvals for the establishment of the branch in Kuantan and the proposed issuance of new KLCCB shares were obtained and the BMA was completed on 7 July 2000. KLCS Kuantan branch commenced operations as a full fledged stockbroking branch on 10 July 2000.

On 3 April 2000, KLCCB, KLCS, the Special Administrator and WK entered into a Variation Agreement, pursuant to which, the cash consideration of RM55 million will be satisfied through the proposed issuance of 15,895,954 new KLCCB Shares at an issue price of RM3.46 (“proposed issuance of KLCCB shares”) to the Special Administrator, the agent of WK which will then be placed out. The proposed issuance of KLCCB shares was approved by the shareholders of KLCCB at an EGM on 12 May 2000, by the SC on 13 July 2000 and by the Foreign Investment Committee on 22 February 2000 and 10 July 2000.

After taking cognisance of the prevailing market price of KLCCB shares on the KLSE, the Board of Directors (“BOD”) of KLCCB proposed to revise the proposed issuance of KLCCB shares. The BOD of KLCCB proposes to issue such number of new KLCCB shares at an issue price to be determined to raise RM55.0 million to fully satisfy the purchase price of the business of WK. Accordingly, on 24 October 2000, KLCCB submitted an offer letter to the Special Administrator (“SA”) to effect the revised proposed issuance of KLCCB shares. On 2 November 2000, the SA approved the terms and conditions of the offer letter. The revised proposed issuance of KLCCB shares is pending the approvals of the relevant authorities and the shareholders of KLCCB.

The new Shares when issued will rank pari-passu with the existing KLCCB Shares save and except that they will not be entitled to any dividends, rights, bonus issue or any other distribution declared to the KLCCB’s shareholders which entitlement precedes the date of the allotment of the new KLCCB Shares. 

10.
Seasonal or cyclical factors affecting operations

The Group’s operations are not affected by any seasonal or cyclical factors. However, the  Group’s performance is dependent on the KLSE market volume, which is affected mainly by market sentiment. 

11 Debt and equity securities 

There were no transactions in group debt and equity securities for the quarter ended 30 September 2000.

12 
Group borrowings and debt securities

There were no outstanding group borrowings and debts securities as at the end of the quarter ended 30 September 2000 as the borrowings of UCM were removed from the Group consequent to its disposal during the previous quarter.
13. Contingent Liabilities

KLCS entered into two Put Option Agreements in 1997 as follows:

(a) Kemayan Put Option

(i) Put Option with Sime Bank Berhad (Sime Bank) (where the option and related loan has been acquired by and is currently managed by Pengurusan Danaharta Nasional Berhad (Danaharta)) which if exercised would require KLCS to purchase 47.1 million ordinary shares of RM1.00 each in Parit Perak Holdings Berhad (Option shares) at an aggregate purchase price of RM198,762,000

(ii) Put Option with Kemayan Corporation Berhad (KCB) which if exercised by KLCS, would require KCB to acquire the Option shares at an aggregate purchase price of RM198,762,000.

In 1998, Sime Bank exercised the put option against KLCS, which in turn exercised its put option against KCB. The specified times for the completion of the options expired and the respective parties took legal action.

On 29 October 1999, KLCS entered into a settlement arrangement with KCB whereby the Put Option will be settled by KCB issuing the following securities (collectively referred to as `New Securities’):

(i) 39,752,400 new KCB ordinary shares (KCB shares) of RM1.00 each at par,

(ii) 159,009,600 Exchangeable Loans (EL) of RM1.00 each carrying an interest rate of 5% and convertible at any time into KCB shares on a basis of one (1) EL into one (1) KCB share and,

(iii) 7,950,480 Redeemable Convertible Unsecured Loan Stock (RCULS) of RM1.00 each convertible into KCB shares on a basis of one (1) RCUL into one (1) KCB share in the 4th and 5th year after the date of issue.

The Settlement Agreement is subject to KCB obtaining approval from the relevant parties and the successful implementation of the scheme.

Simultaneously on 29 October 1999, KLCS had also entered into a Settlement Agreement with Danaharta and a guarantor of KCB whereby the New Securities will be executed and delivered in favour of Danaharta in consideration of the execution of a New Put Option Agreement (NPO) between KLCS and Danaharta. Under the NPO, KLCS will grant Danaharta the option to put the New Securities and Option shares to KLCS for RM198,762,000. The NPO shall only be exercisable under certain circumstances of default by KCB after the third or fifth year from the date of execution of the NPO. 

The legal suit initiated by KLCS against KCB and its guarantors concerned was abeyed as KCB obtained an order under section 176 of the Companies Act 1965 to restrain legal actions and proceedings against KCB and its guarantors until 30 December 2000. 

In an action brought by Danaharta against KLCS, the plaintiff succeeded in its application for the summary judgment. By its letter dated 9 October 2000, Danaharta undertook to withhold execution of the judgment  pursuant to and in accordance with the terms of the Settlement Agreement. KLCS has since filed an application for an order of stay of execution  and an appeal to the Court of Appeal in respect of the summary judgment. Both applications are pending hearing dates.

(b) SCK Put Option

KLCS granted a put option to Sime International Bank (L) Ltd (SIL) in April 1997 to purchase two (2) pieces of land in Ipoh and 3,000,000 SCK Group Berhad (SCK) shares of RM1.00 each from SIL at a price of RM 63 million.

In turn, SCK granted KLCS a put option to purchase the land at a price of RM40 million.

In April 1998, SIL exercised the put option against KLCS and KLCS exercised its option against SCK. Both parties did not comply with the notices.

Danaharta has taken over the rights to the SCK put option from SIL and in July 1999, KLCS agreed with Danaharta to settle KLCS obligations under the SCK Put Option for RM23.0 million in return for the 3 million SCK Group Berhad’s shares.  The amount of RM23.0 million is payable in twenty three (23) equal monthly instalments of RM1.0 million commencing 31 August 1999.   

During the quarter ended 31 March 2000, all rights and obligations under the settlement arrangement was assigned to another subsidiary, UCM Realty Sdn Bhd. Legal action was taken against SCK for a claim of RM 40 million and the suit is currently pending setting down for trial.

(c) Corporate Guarantees

As at 30 September 2000, the Company had given corporate guarantees amounting to RM90 million to licensed banks for banking facilities granted to a subsidiary company. For the quarter ended 30 September 2000, these bank facilities were not utilised.

There were no other contingent liabilities as at the date of issue of this announcement.

13       Financial Instruments with off balance sheet risk

Other than that disclosed in note 13, there were no financial instruments with off balance sheet risk as at the date of the issue of this announcement.

15 
Material Litigation

There were no pending material litigation as at the date of report other than that disclosed in note 13 above.

16 
Segmental Information



Turnover

Profit/ (Loss) Before Taxation

Total

Assets Employed



RM’000

RM’000

RM’000

Stockbroking and related financial services 

50,643

8,226

224,084

Air conditioning systems and car radiators 

30,676

424

-

Investment holding & others

-

(1,300)

81,409



81,319

7,350

305,493

Segmental reporting by geographical location has not been prepared as the Group’s operations are substantially carried out in Malaysia.

17. Material changes in quarterly results compared to results of the preceding quarter

The loss incurred during the period was mainly due to lower volumes of trades on the Kuala Lumpur Stock Exchange which affected the performance of the stockbroking and financial services division.

18. Review of the performance of the company and its principal subsidiaries


Compared to the preceding year’s corresponding quarter, Group turnover reduced significantly mainly due to the absence of the turnover of UCM which was disposed in the previous quarter and lower contributions from the stockbroking and financial services division pursuant to the weak KLSE market conditions and lower brokerage rates implemented on 1 September 2000. During the quarter, KLCS commenced operations of its full fledged stockbroking branch in Kuantan. 

The Board of Directors are of the opinion that no item, transaction or event of a material and unusual nature has arisen which would significantly affect the results of the operations of the Group for the period from 30 September 2000 to the date of issue of this announcement.

19. Current year prospects

The volume of trades on the KLSE have deteriorated and the Directors expect that the trend of the third quarter to continue. The Group will continue to exercise prudent management practices and at the same time pursue its universal broker plans and improve its business services to sustain its competitive edge.
20. Variance of actual profit from profit forecast and profit guarantees

Not applicable.

21 Dividends

No interim dividends have been recommended as at the date of issue of this quarterly report.



By Order of the Board


KUALA LUMPUR CITY CORPORATION BERHAD



LEE WEE HEE (MAICSA 0773340)



LEE WEI YEN (MAICSA 7001798)



Secretaries




Kuala Lumpur



28 November 2000


1

