KUALA LUMPUR CITY CORPORATION BERHAD (426627-H)
QUARTERLY REPORT FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2004

Notes (In compliance with MASB 26) 
A1.
Accounting policies

The Quarterly Report has been prepared in accordance with Malaysian Accounting Standards Board (‘MASB’) 26 on ‘Interim Financial Reporting’ and Chapter 9, part K of the Listing Requirements of Bursa Malaysia Securities Berhad (‘BMSB’).

The accounting policies and methods of computations adopted by the Group in these quarterly financial statements are consistent with those adopted in the audited financial statements for the year ended 31 December 2003 except for the adoption of the applicable approved Accounting Standards that have come into effect during the current financial year. The adoption of these new approved Accounting Standards has not given rise to any material adjustments to the quarterly financial statements.
A2.
Audit report of previous annual financial report

The audit report of the previous annual financial report was not qualified.

A3.
Seasonal or Cyclical Factors


The Group’s operations are not affected by any seasonal or cyclical factors. However, the Group’s performance on its stockbroking business is dependent on the BMSB market volume, which is affected by investors’ sentiments.

A4.
Unusual items affecting financial statements

There were no unusual items affecting the financial statements for the period ended 31 December 2004 except for the following :-

A4.1
Income recognition arising from shares allotted by Bursa Malaysia Berhad

The recognition of the income amounting to RM24.9 million arising from the receipt of 9,090,909 ordinary shares allotted by Bursa Malaysia Berhad in connection with the demutualisation of KLSE which was completed on 5 January 2004. The audited net asset value of Kuala Lumpur Securities Exchange Berhad as at 31 December 2003 is used as a reasonable indication of fair value of the said shares in accordance with the recommendation by the Malaysian Institute of Chartered Public Accountant.
A4.2
Completion of disposal of subsidiaries

The Completion of the disposal of nine subsidiary companies which are related to the stockbroking business on 31 December 2004 as disclosed in Note A11.2.
A4.3
Prior Year Adjustment


During the current financial year, provision for liabilities was adjusted based on legal opinion received regarding the obligations of the Group on certain tax benefits it has received in the previous years. The adjustment has been accounted for retrospectively and the effects of this change are as follows:
	
	2004
	2003

	
	RM’000
	RM’000

	Effects on retained profits:
	
	

	At 1 January, as previously stated
	(144,426)
	(152,915)

	Effects of adjusting provision for liabilities
	4,331
	-

	At 1 January, as restated
	(140,095)
	(152,915)

	
	
	

	Effects on net profit for the year:
	
	

	Net profit before prior adjustment
	45,392
	8,489

	Effects of adjusting provision for liabilities
	-
	4,331

	Net profit for the year
	45,392
	12,820


Comparative figures of the Group have been restated as follows:

	
	Previously
Stated
	Adjustments
	Restated

	
	RM’000
	RM’000
	RM’000

	Balance sheet
	
	
	

	Reserves
	22,011
	4,331
	26,342

	
	
	
	

	Provision for liabilities
	5,583
	(4,331)
	1,252

	
	
	
	

	Income Statement
	
	
	

	Provision for /(reversal) of tax savings from business acquisitions
	4,175
	(4,331)
	(156)

	
	
	
	


A5.
Change in accounting estimates
There was no change in accounting estimates used in the preparation of the financial statements in the current financial quarter as compared with the previous financial year.

A6.
Debts and Equity Securities

There was no transaction in Group debts and equity securities for the period ended 31 December 2004.

A7.
Dividend Paid

No dividend has been paid during the financial period. The Board of Directors has not declared or recommended the payment of dividend in respect of the current financial period under review.

A8.
Segmental Information

Segmental analysis for the current financial year to date is as follows :
   31 December 2004

	Revenue and expenses
	Stockbroking and related financial services
	Investment holding
	Property rental
	Eliminations
	Consolidated

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

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	External 
	80,008
	-
	796
	-
	80,804

	Inter-segment
	-
	27,500
	-
	(27,500)
	-

	Total revenue
	
	
	
	
	80,804

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment results before waiver of inter-company
balances
	41,103
	24,803
	700
	(27,500)
	39,106

	Waiver of inter-company balances
	(24,909)
	24,909
	-
	-
	-

	Segment results 
	16,194
	49,712
	700
	(27,500)
	39,106

	Gain on disposal of subsidiaries
	-
	14,074
	-
	-
	14,074

	Finance costs
	(2,743)
	-
	-
	-
	(2,743)

	Share of results of an associate
	-
	485
	-
	-
	485

	Taxation
	-
	-
	-
	-
	(5,546)

	Net profit after taxation
	
	
	
	
	45,376

	Minority interests
	
	
	
	
	16

	Net profit for the year
	
	
	
	
	45,392

	
	
	
	
	
	

	Assets
	
	
	
	
	

	Segment assets
	68
	503,155
	1,612
	(170,093)
	334,742

	Investment in an associate
	-
	22,020
	-
	(160)
	21,860

	Unallocated corporate assets
	-
	-
	-
	-
	44

	Consolidated total assets
	
	
	
	
	356,646

	
	
	
	
	
	

	Liabilities
	
	
	
	
	

	Segment liabilities
	72
	84,287
	5
	(22,641)
	61,723

	Unallocated corporate liabilities
	-
	-
	-
	-
	121

	
	
	
	
	
	61,844

	OTHER INFORMATION
	
	
	
	
	

	Capital expenditure
	2,038
	197
	-
	-
	2,235

	Depreciation
	4,414
	39
	90
	-
	4,543

	Amortisation
	2,449
	-
	-
	356
	2,805

	Impairment loss
	387
	-
	-
	-
	387

	Investment written off
	1,000
	-
	-
	-
	1,000

	Provision for diminution
	9
	-
	-
	-
	9

	Provision for bad and doubtful debts, net of reversal
	1,220
	-
	-
	-
	1,220

	Property, plant and equipment written off
	411
	43
	-
	-
	454

	Gain arising from receipt of shares from Bursa Malaysia Berhad
	24,909
	-
	-
	-
	24,909


Segmental analysis for the preceding financial year to date is as follows (Contd.) : 
     31 December 2003
	Revenue and expenses
	Stockbroking and related financial services
	Investment holding
	Property rental
	Eliminations
	Consolidated

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

	Revenue
	
	
	
	
	

	External
	68,967
	308
	932
	(308)
	69,899

	Total revenue
	
	
	
	
	69,899

	
	
	
	
	
	

	Results 
	
	
	
	
	

	Segment results before waiver of inter-company balances 
	15,646
	(898)
	801
	(662)
	14,887

	Waiver of inter-company balances
	81
	(81)
	-
	-
	-

	Segment results
	15,727
	(979)
	801
	(662)
	14,887

	Finance costs
	(1,363)
	8
	-
	-
	(1,355)

	Share of results of an associate
	-
	1,046
	-
	-
	1,046

	Reversal of provision for liabilities on tax savings from business acquisition
	156
	-
	-
	-
	156*

	Taxation
	-
	-
	-
	-
	 (1,962)

	Profit after taxation
	
	
	
	
	12,772

	Minority interests
	-
	-
	-
	-
	48

	Profit for the year
	
	
	
	
	12,820

	
	
	
	
	
	

	Assets
	
	
	
	
	

	Segment assets
	567,574
	341,329
	10,789
	(399,395)
	520,297

	Investment in equity method of an associate company
	-
	22,020
	-
	(170)
	21,850

	Unallocated corporate assets
	
	
	
	
	5,100

	Consolidated total assets
	
	
	
	
	547,247

	
	
	
	
	
	

	Liabilities
	
	
	
	
	

	Segment Liabilities
	292,889
	68,458
	9,883
	(75,525)
	295,705

	Unallocated corporate liabilities
	-
	-
	-
	-
	1,660

	Consolidated total liabilities
	
	
	
	
	297,365

	
	
	
	
	
	

	Other Information
	
	
	
	
	

	Capital expenditure
	2,300
	-
	-
	-
	2,300

	Depreciation
	4,767
	53
	106
	-
	4,926

	Amortisation
	2,449
	-
	-
	356
	2,805

	Impairment loss
	291
	-
	-
	-
	291

	Provision for bad and doubtful debts, net of reversal
	2,265
	-
	-
	-
	2,265

	Property, plant and equipment written off
	624
	-
	-
	-
	624


* Amount restated due to Prior Year Adjustment please refer Note A4.3 for details.

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

A9.
Revaluation of property, plant and equipment
There has been no revaluation on any of the Group’s property, plant and equipment during the current quarter.

A10.
Subsequent events

As at the date of this report, there were no material events subsequent to the balance sheet date other than as disclosed in Note A11.2. and A15.2.
A11.
Changes in the Composition of the Group

A11.1
Acquisition
On 12 May 2004, a subsidiary, Kuala Lumpur City Securities Sdn Bhd (KLCS) completed the acquisition of an additional 252,500 shares in KLCity Unit Trust Berhad (KLCUT) for a total purchase consideration of RM252,500. The acquisition has increased the Group’s interest in KLCity Unit Trust Berhad from the existing 91% to 95%.

However, following the completion of disposals stated below in Note A11.2 the above two companies have ceased to be the subsidiary companies of the Group.

A11.2
Disposals

On 4 June 2004, the Company together with Assedina Sdn Bhd (ASB) a wholly owned subsidiary, entered into a conditional sale and purchase agreement with Alliance Merchant Bank Berhad (‘AMBB’) to undertake the proposed disposal of their entire interests in the following subsidiaries which are related to the stockbroking business:-
1) Kuala Lumpur City Securities Sdn Bhd (KLCS)
2) KLCity Unit Trust Berhad (KLCUT) 
3) KLCS Futures Sdn Bhd (KLCF)

4) Kuala Lumpur City Nominees (Tempatan) Sdn Bhd (KLCNT)

5) Kuala Lumpur City Nominees (Asing) Sdn Bhd (KLCNA)

6) KLCS Asset Management Sdn Bhd (KLCAM)

7) KLCity Research Sdn Bhd (KLCR)

8) KLCity Ventures Sdn Bhd (KLCV)

9) KL City Asset Management (L) Limited (KLCAML)

The disposal had been approved by the shareholders of the Company during Extraordinary General Meeting (‘EGM’) held on 27 August 2004 and the Securities Commission vide its letter dated 3 November 2004.

The disposal was completed on 31 December 2004 and the nine companies stated above had ceased to be subsidiaries of the Group on the same day.

The fair values of assets and liabilities of the Nine companies disposed of were as follow :-
	
	2004

	
	RM’000

	Property, plant and equipment
	13,867

	Investments
	1,371

	Trade and other receivables
	383,874

	Tax recoverable
	244

	Cash and bank balances
	69,234

	Provision for liabilities
	(1,252)

	Trade and other payables
	(225,314)

	Short term borrowings
	(31,540)

	Deferred tax
	(1,203)

	Minority interest
	(257)

	Net assets disposed
	209,024

	Attributable unamortised goodwill
	48,924

	
	257,948

	Total disposal proceeds
	(272,022)

	Gain on disposal to the Group
	(14,074)

	
	

	Disposal proceeds settled by:
	

	(i) Cash – deposits (10%)
	27,300

	
	

	(ii) Payment upon completion (55%) 
	150,150

	     Less: Shortfall in warranted NTA
	(978)

	
	149,172

	(iii) Deferred payment
	

	      - Due on 31 December 2005 (17.5%)
	47,775

	      - Due on 31 December 2006 (17.5%)
	47,775

	
	95,550

	Total disposal proceeds
	272,022

	
	

	Cash inflow arising on disposal:
	

	Cash consideration, representing cash inflow of the Group
	27,300

	Cash and cash equivalents of subsidiaries disposed
	(12,998)

	Net cash inflow of the Group
	14,302

	
	


A12.
Changes in contingent liabilities or contingent assets

A12.1
Warranted Trade Debts pursuant to Sales and Purchase Agreement dated 4 June 2004 with regards to the disposal of stockbroking related business subsidiaries as stated in Note A11.2.
Pursuant to Clause 6 of the above mentioned agreement, if the Trade Debts Net of Specific Provisions (‘Net SP Trade Debts’) which amounted to RM224.7 million in the subsidiaries being disposed are not recovered within two years from the Completion Date i.e. 31 December 2004, the Company and ASB shall indemnify AMBB in respect of such Net SP Trade Debts less the value of collaterals. Such Net SP Trade Debts are adequately secured in accordance to the Rules of Bursa Malaysia Securities Berhad.
As at date of this report, no material uncollected Net SP Trade Debts has come to the Company’s attention that will warrant additional liabilities to the Group and the Company.
A12.2
In early 2001, a local company filed an action against a subsidiary arising from termination of a fund management agreement. As at the date of this report, the maximum claim is for arrears of management fees of RM4.9 million and termination damages of RM17.7 million together with interest.
The subsidiary had been disposed during the year, as described in Note A11.2.

As part of the agreement to the disposal of the subsidiary

(i) the Company and ASB, a wholly owned subsidiary of the Company, agreed to indemnify AMBB in respect of such claims subject to a maximum of 94.94% (RM4.8 million) of the said former subsidiary’s shareholders’ fund as at 31 December 2004, and

(ii) AMBB shall retain the amount of RM4.8 million from the deferred payment portion of the purchase price pending the final resolution of the above case.

Base on legal opinion sought, the said former subsidiary of the Company has a legal valid defence and has accordingly filed its defence and made a counterclaim of         RM8.9 million. The matter is now pending mention on 10 May 2005.

Other than stated above, there were no other changes in the contingent liabilities or contingent assets during the current quarter under review.
A13.
Commitment

There were no material commitments not provided for in the financial statements as at 31 December 2004.

A14.
Related Party Transactions


Related Party Transactions had been entered into the ordinary course of business based on normal commercial terms and at arms length.

A15.
Others

A15.1 
Shares allotted by Bursa Malaysia Berhad

With the demutualisation of Kuala Lumpur Stock Exchange on 5 January 2004, a subsidiary, Kuala Lumpur City Securities Sdn Bhd (KLCS) was allotted 9,090,909 ordinary shares of RM0.50 each in Bursa Malaysia Berhad (BMB, formerly known as Kuala Lumpur Stock Exchange Berhad, KLSEB) at no cost to KLCS. 
The Company and its subsidiaries, namely Assedina Sdn Bhd (ASB) and KLCS had entered into a Trust Deed wherein the parties agreed that KLCS shall hold the BMB shares in trust for and on behalf of the Company. Accordingly, application had been made to the relevant authority to transfer the said shares from KLCS to the Company and approval has been obtained from the Minister of Finance on 22 November 2004 and the transfer of the BMB shares to the Company was completed on 27 December 2004.
A15.2
Status of Practice Note 10/2001 (‘PN10’)

Following the disposal of the stockbroking related subsidiaries which represents the core business of the Group, Bursa Malaysia Securities Berhad had on 31 December 2004 notified the Company that it is an affected listed issuer pursuant to paragraph 2.1 of Practice Note 10/2001. 
In this respect, the Board of Directors had made the Initial Announcement pursuant to paragraph 5.1 of PN10 on 31 December 2004. The Requisite Announcement on all relevant proposals to regularize the level of operations of the Company and the Group will be made in due course.

Notes (BMSB Revised Listing Requirements)

B1.
Review of the performance of the Company and Its Principal Subsidiaries

For the fourth quarter ended 31 December 2004, the Group reported a higher profit before taxation of RM17.8 million as compared to the profit before taxation of RM6.8 million in the previous corresponding quarter. This is mainly attributed to the gain on disposal of subsidiaries as stated in Note A11.2 amounting to RM14.1 million.
For the 12 months period ended 31 December 2004, the Group reported a higher profit before taxation of RM50.9 million as compared to the profit before taxation of RM14.6 million in the previous corresponding period. This is mainly attributable to the receipt of Bursa Malaysia Berhad shares amounted to RM24.9 million which was recognised in the third quarter of 2004, together with the higher brokerage, margin income and fee based income generated by the stockbroking subsidiary in tandem with the higher BMSB turnover of RM242,467 million for the twelve months period ended 31 December 2004 compared to RM206,053 million in the previous corresponding period. 
The Board of Directors are of the opinion that no item, transactions 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 31 December 2004 to the date of issue of this announcement.
B2.
Material changes in Quarterly Results
Profit before taxation of the Group has decreased to RM17.8 million in the current quarter as compared to the profit before taxation for last quarter ended 30 September 2004 of RM23.3 million. The profits of current quarter and last quarter mainly consist of one-off transactions as stated below.

In the last quarter, there is a recognition of other income arising from the receipt of Bursa Malaysia Berhad ordinary shares amounted to RM24.9 million as mentioned in Note B1 above, whereby in the current quarter, the profits mainly contributed by the gain on disposal of subsidiaries as stated in Note A11.2 amounted to RM14.1 million.
Without considering the one-off transactions stated above, the Group results have improved by RM5.3 million as compared to the previous quarter. This is mainly contributed by higher brokerage, margin income generated from stockbroking business due to better market / investors’ sentiment in stock market in the fourth quarter under review.
B3.
Current year prospect


Following the completion of disposal of core business on 31 December 2004, the Company is now an affected issuer pursuant to paragraph 2.1 of Practice Note 10/2001 as mentioned in Note A15.2.

The Board is in the process of identifying specific investments for the proceeds arising from the disposals and will continue to explore new opportunities in the best interests of the Company and its shareholders.
B4.
Profit forecast / Profit Guarantee
Not applicable in the Quarterly Report.

B5.
Taxation


Taxation comprises the following :

	
	Current quarter

31 December 2004
	Cumulative current 
year to date

31 December 2004

	
	RM’000
	RM’000

	Provision for current year
	929
	5,441

	Deferred tax
	(84)
	(62)

	
	845
	5,379

	Associated company
	50
	167

	
	895
	5,546


The year to date effective tax rate for the Group after the prior year adjustment was approximately 10.7% which was lower than the statutory rate of 28%.  The main reasons for the lower tax rate was principally due to 
1.
The recognition of RM24.9 million as income arising from the receipt of Bursa Malaysia Berhad ordinary shares in the stockbroking subsidiary which is capital in nature and thus not taxable. Please refer Note A4.1. for details and  

2.
The capital gain amounted to RM14.1 million arising from the disposal of the nine subsidiaries to AMBB is capital in nature and thus is not taxable. Please refer Note A11.2 for details.
B6.
Unquoted Investments and / or properties


During the quarter under review, UCM Realty Sdn Bhd, a wholly-owned subsidiary, completed the disposal of two parcels of industrial land together with an industrial building and plant and machinery to Goodaim Realty Sdn Bhd for a total cash consideration of RM9.8 million and RM1.04 million respectively on 8 November 2004. In addition to the above, there is a disposal of stockbroking related subsidiaries as stated in Note A11.2.
Other than stated above, there are no disposals or purchase of unquoted investments or properties for the period ended 31 December 2004.
B7.
Quoted Securities

There was no purchase or disposal of quoted securities by the Group other than that carried out in the ordinary course of business of the Group for the period ended 31 December 2004.

B8.
Status of Corporate Proposals

The Corporate Proposals announced in the previous quarter in relation to the disposal of stockbroking related subsidiaries was completed on 31 December 2004, please refer Note A11.2 for details. 

B9.
Borrowing and Debt Securities


There were no outstanding group borrowings and debt securities as at the end of the quarter ended 31 December 2004.

B10.
Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risks as at the date of the issue of this announcement.

B11.
Material litigations

There were no material litigations against the Company and its subsidiaries.

B12.
Dividend


Please refer to explanatory Note A7.

B13.
Earning Per Share (‘EPS’) / Loss Per Share (‘LPS’)
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	Preceding Year

Corresponding

Quarter Ended
	Preceding Year

Corresponding

Quarter Ended
	
	Current Financial 

Year

To date
	Preceding Financial Year

To date



	
	
	31 Dec 2004
	31 Dec 2003
	
	31 Dec 2004
	31 Dec 2003

	
	
	RM’000
	RM’000
	
	RM’000
	RM’000

	(a)
	Basic Earnings per share
	
	
	
	
	

	
	
	
	
	
	
	

	
	Group’s profit after tax and minority interests used as numerator in the calculation of basic EPS/LPS
	16,879
	3,295
	
	45,392
	12,820

	
	
	
	
	
	
	

	
	Weighted average no of ordinary shares in issue used as denominator in the calculation of basic EPS/LPS
	223,068
	223,068
	
	223,068
	223,068

	
	
	
	
	
	
	

	
	Basic Profit Per Share (sen)
	7.57
	1.48
	
	20.35
	5.75

	
	
	
	
	
	
	

	(b)
	Diluted Earnings Per Shares
	N/A
	N/A
	
	N/A
	N/A

	
	
	
	
	
	
	

	
	
	
	
	
	
	


By order of the Board

KUALA LUMPUR CITY CORPORATION BERHAD

WONG KEO ROU (MAICSA 7021435)

Secretary

Kuala Lumpur

28 February 2005







