KUALA LUMPUR CITY CORPORATION BERHAD (426627-H) 
QUARTERLY REPORT FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2005
Notes (In compliance with FRS 134, formerly known as MASB 26) 
A1.
Accounting policies

The Quarterly Report has been prepared in accordance with the Financial Reporting Standards 134 (‘FRS’ 134 formerly known as MASB 26) issued by Malaysian Accounting Standards Board 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 2004. 

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. 
A4.
Unusual items affecting financial statements

There were no unusual items affecting the financial statements for the period ended 30 September 2005. 
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 30 September 2005.

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 :
    Quarter ended 30 September 2005

[image: image1.emf]Other

Financial

Investment Property related

Holding rental services Eliminations Consolidated

RM'000 RM'000 RM'000 RM'000 RM'000

Revenue

Total revenue - External                  1,942   -   -           (1,335)                   607 

Results

Segment results                  5,413                    4               (2)          (1,566)                3,849 

Share of results of an associate                 2,795   -   -   -                2,795 

Taxation  -   -   -   -               (2,118)

Profit after taxation                4,526 

ASSETS AND LIABILITIES

Segment Assets

Segment assets             427,354                  32               73        (147,452)             280,007 

Investment in an associate               22,020   -   -               661               22,681 

Consolidated total assets             302,688 

Segment Liabilities

Consolidated total liabilities                 3,278                    9               71   -                3,358 

OTHER INFORMATION

Capital expenditure                     51                     -                 -                    -                     51 

Depreciation                     32   -   -   -                     32 

Amortisation                        -   -   -               231                   231 

REVENUE AND EXPENSES


Segmental analysis for the previous financial year to date is as follows (Contd.) : 
     Quarter ended 30 September 2004

[image: image2.emf]REVENUE AND EXPENSES

Property 

rental

Eliminations Consolidated

RM’000 RM’000 RM’000 RM’000 RM’000

Revenue

External             61,276                38             698           (1,462)              60,550 

Inter-segment                      -                  -                 -                    -                       - 

Total revenue             61,276                38             698           (1,462)              60,550 

Results 

Segment results, representing

  profit/(loss) from operations             36,360          (1,517)             526              (267)              35,102 

Finance costs,net              (2,334)  -   -   -               (2,334)

Share of results of an associate 

company

 -                  -   -               390                   390 

Taxation              (4,327)               (4)           (204)             (116)              (4,651)

Profit after taxation               28,507 

Minority interests  -   -   -                   6                       6 

Profit for the period               28,513 

ASSETS AND LIABILITIES

Segment assets

  Segment assets            522,990        315,268         10,687        (375,139)             473,806 

  Investment in equity method of

    an associate company  -         22,503   -              (128)              22,375 

  Consolidated total assets             496,181 

Segment liabilities

Consolidated total liabilities            218,197         66,865          9,254         (73,257)             221,059 

OTHER INFORMATION

Capital expenditure               1,612   -   -   -                1,612 

Depreciation               3,329                23               79   -                3,431 

Amortisation               1,836   -   -               266                2,102 

Provision for bad and doubtful 

debts, net of reversal

               (419)  -   -   -                  (419)

Gain arising from receipt of shares

 from Bursa Malaysia             24,909                  -                 -                    -               24,909 

Stock broking 

and related 

financial 

services

Investment 

holding


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 under review.

A10.
Subsequent events


There were no material events subsequent to balance sheet date.
A11.
Changes in the Composition of the Group

The Company had on 17 August 2005 disposed of its entire equity interest in the wholly-owned sub-subsidiary companies, namely Assec Nominees (Asing) Sdn Bhd and Upen Nominees (Asing) Sdn Bhd, for a cash consideration of RM2.00 each (‘the Disposal’).

Assec Nominees (Asing) Sdn Bhd and Upen Nominees (Asing) Sdn Bhd are dormant companies with an authorized share capital of RM1,000,000.00 comprising of 1,000,000 ordinary shares of RM1.00 each and RM100,000.00 comprising of 100,000 ordinary shares of RM1.00 each respectively, of which 2 ordinary shares are issued and fully paid-up.

The Disposal will not have any material effect on the earnings, net tangible assets and share capital of the Group and the Company for the financial year ending 31 December 2005.

None of the directors and/or major shareholder of the Company and/or persons connected with the directors and/or major shareholder of the Company has any interest, direct or indirect in the aforesaid Disposal.

Save from the above, there were no changes in the composition of the Group for the quarter ended 30 September 2005. 
A12.
Changes in contingent liabilities or contingent assets

Sales and Purchase Agreement dated 4 June 2004 with regards to the disposal of stockbroking related business subsidiaries : Warranted Trade Debts

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 Vendors, which refer to the Company and Assedina Sdn Bhd (‘ASB’) a wholly-owned subsidiary of the Company, shall indemnify the purchaser, Alliance Merchant Bank Berhad (‘AMBB’) in respect of such Net SP Trade Debts less the value of collaterals. 

Pursuant to the Supplemental Letter dated 29 August 2005, the Net SP Trade Debts has been fully settled and there is no outstanding balance in the Net SP Trade Debts. Hence there is no contingent liability as at the end of the quarter under review arising from Clause 6 above (see Note A15.1).
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 was no material commitments not provided for in the financial statements as at 30 September 2005.

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
Sales and Purchase Agreement (SPA) dated 4 June 2004 with regards to the disposal of stockbroking related business subsidiaries : Supplemental Letter Dated 29 August 2005


Pursuant to the Supplemental Letter dated 29 August 2005 signed and agreed upon by all parties, AMBB had on 30 August 2005 effected early settlement of the Balance Consideration of RM95,550,000 less the sum of RM1,424,100 being final settlement sum as agreed earlier by the parties in respect of the legal suit against KLCity Unit Trust Berhad. In addition, AMBB had on 30 August 2005 release the sum of RM1,393,128 to the Vendors being the General Provision for Bad and Doubtful Debts (‘General Provision’) as at 31 December 2004 as certified by the Independent Auditors in the Completion Audit.

Pursuant to the above SPA, the Balance Consideration was due for payment in two equal instalments on 31 December 2005 and 31 December 2006 respectively, whilst the General Provision was also due for payment on 31 December 2006.

In return for the early settlement of the Balance Consideration and the General Provision by AMBB, among others, the Vendors had compensated AMBB with a lump sum final settlement of RM1,300,000 which was set off against the net Balance Consideration received from AMBB.

Thereafter, all the parties have fulfilled their respective obligations under the said agreement with effect from 1 September 2005 save and except for Clause 11 of the said agreement in relation to the indemnity by the Vendors on the warranties and representations which expires on 31 December 2005. 
As at the date of this report, the Company has received in full the total net proceeds of RM215.0 million and this amount has been placed in interest bearing accounts with licensed financial institutions. The Company is required to seek Securities Commission’s approval for the utilisation of the net proceeds once the new core business has been identified.
A15.2
Proposed acquisition and proposed subscription of up to 80% equity interest in the Newco and Nextel Companies (‘Proposals’)

The Company and ASB had on 3 August 2005, made a conditional offer to  Sung Jong Hwa,  Soh Chee Yong and Chong Tze Voon (‘Vendors’) via a letter of offer dated 3 August 2005 (the ‘Letter of Offer’) which was duly accepted by the Vendors on the same date for the following :-

(i) To acquire 80% equity in a group principally comprising the following companies :-

(a) Next Telecommunications Sdn Bhd;

(b) Millercom Sdn Bhd;

(c) J&C Pacific Sdn Bhd; and 

(d) Next Global Technology Sdn Bhd 

(Collectively known as the ‘Nextel Companies’)

for a total cash consideration of RM26.0 million on the condition that the Nextel Companies shall be restructured in such manner so as to be wholly-owned by a holding company to be incorporated (‘Newco’) in which the Company and ASB will own proportionately of 78% and 2% respectively; and 

(ii)
To subscribe for 8,000,000 new ordinary shares of RM1.00 each in Newco at par in the manner and subject to the terms and conditions set out in the Letter of Offer and in the sale and purchase agreement (‘SPA’) to be entered into between the Company, ASB and the Vendors. 

On 12 September 2005 the Company, ASB and the Vendors entered into the SPA mentioned above and amongst the terms and conditions of the SPA, the Vendors warranted, inter alia, that the Nextel Companies would be reorganized under a Newco by 19 September 2005, with the Vendors being the beneficial shareholders of Newco (‘the Pre-acquisition Exercise).

However, the Vendors had failed to fulfill the above-mentioned condition in respect of the Pre-acquisition Exercise. In accordance with the provision of Clause 2.2 of the SPA, the Company and ASB had decided not to extend the said deadline and accordingly proceeded to terminate the SPA on 21 September 2005.

A15.3
Status of Practice Note 10/2001 (‘PN10’)
Following the disposal of the stockbroking related subsidiaries which represents the core business of the Group, the Company is now an affected listed issuer pursuant to PN10.
Pursuant to PN10, the Company is required, amongst others, to announce to the Bursa Malaysia Securities Berhad (‘Securities Exchange’) a detailed proposal to regularize its level of operations within nine (9) months from the date of the Initial Announcement, i.e. by 30 September 2005 (‘Requisite Announcement’).

The Company had on 8 September 2005 made an application through its merchant bankers to the Securities Exchange to seek an extension of time for an additional period of six (6) months (up to 31 March 2006) to make the Requisite Announcement.

The Securities Exchange had vide its letter dated 29 September 2005, approved the said application and granted an extension of time of six (6) months from 30 September 2005 to 31 March 2006 for the Company to make its Requisite Announcement.

The Board has invited merchant bankers, universal brokers and other corporate advisors to source for candidates with a suitable core business.  The Board has been actively evaluating candidates from various industries. In the process of evaluating each candidate, the Company has to conduct preliminary due diligence, which amongst others, includes the assessment of the candidate’s business environment, financials and future prospects of the relevant industry which involves numerous rounds of discussion with management of the candidate.  

It is important that the Company performs adequate due care in the selection process to ensure that the new business to be acquired has good future prospects which will ensure sustainable return on equity, while not overlooking any potential investment opportunity.

The Company is still in the process of identifying a suitable business for acquisition. The Requisite Announcement of all the relevant proposals to regularise the level of operations of the Group will be made in due course.

In the meantime, as disclosed in Note A15.1 above, the total net proceeds of RM215.0 million from the sale of the stockbroking business has been placed in interest bearing accounts with licensed financial institutions which earned an average effective interest before taxation of 2.7% per annum. The Company is required to seek Securities Commission’s approval for the utilisation of the net proceeds once the new core business has been identified.

Notes (BMSB Revised Listing Requirements)

B1.
Review of the performance of the Group
For the third quarter ended 30 September 2005, the Group reported a profit before taxation of RM1.5 million as compared to RM23.3 million in the previous corresponding quarter. 
The profit before taxation of RM1.5 million is mainly contributed by interest income derived from sale proceeds arising from disposal of stockbroking business.

The profit before taxation of RM23.3 million in the previous corresponding quarter mainly contributed by the recognition of other income amounting to RM24.9 million arising from the receipt of 9,090,909 ordinary shares in Bursa Malaysia Berhad.
The Board of Directors are of the opinion that no item, transactions or event of a material and unusual nature that has arisen which would significantly affect the results of the operations of the Group for the period from 30 September 2005 to the date of issue of this announcement.
B2.
Material changes in Quarterly Results
Profit before taxation of the Group has decreased to RM1.5 million in the current quarter as compared to the profit before taxation for last quarter ended 30 June 2005 of RM1.9 million. The decrease is mainly due to lower profits generated by its associated company in the current quarter under review.
B3.
Current year prospect


Following the completion of disposal of its core business on 31 December 2004, the Company is now an affected issuer pursuant to PN 10 as mentioned in Note A15.3.
The Company and ASB had on 3 August 2005, made an announcement with regards to the proposed acquisition of Nextel Companies as an integral part of the Company’s plan to regularize its PN10 condition. The Company, ASB and the Vendors had entered into a SPA on 12 September 2005. The SPA was being terminated on 21 September 2005 due to the vendors’ failure to fulfil the Pre-acquisition Exercise as stated in the terms and conditions of the SPA. For more details please refer to Note A15.2.

On 29 September 2005, the Company obtained approval from the Securities Exchange for the extension of time for six months from 30 September 2005 to 31 March 2006 to make the Requisite Announcement to regularize its PN10 condition. Please refer to Note A15.3 for more details.

B4.
Profit forecast / Profit Guarantee
Not applicable in the Quarterly Report.

B5.
Taxation

Taxation comprises the following :


[image: image3.emf]Cumulative current 

Current quarter period to date

30 Sept 2005 30 Sept 2005

RM’000 RM’000

Provision for current period                             422                           1,336 

Associated company                               27                             782 

                            449                           2,118 


The effective tax rate for the Group was higher than the statutory tax rate mainly due to certain expenses disallowed for tax purposes.

B6.
Unquoted Investments and / or properties


There were no disposals or purchase of unquoted investments or properties for the period ended 30 September 2005.
B7.
Quoted Securities


There was no purchase or disposal of quoted securities by the Group for the period ended 30 September 2005.
B8.
Status of Corporate Proposals


Not applicable.

B9.
Borrowing and Debt Securities


There were no outstanding group borrowings and debt securities as at the end of the quarter ended 30 September 2005.

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’) 
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	Current

Financial Year

Quarter Ended
	Preceding 
Financial Year

Corresponding

Quarter Ended
	
	Current Financial 

Year

To date
	Preceding Financial Year

To date



	
	
	30 Sept 2005
	30 Sept 2004
	
	30 Sept 2005
	30 Sept 2004

	
	
	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
	1,065
	22,184
	
	4,526
	28,513

	
	
	
	
	
	
	

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

	
	
	
	
	
	
	

	
	Basic Earnings Per Share (sen)
	0.48
	9.94
	
	2.03
	12.78

	
	
	
	
	
	
	

	(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)

Company Secretary

Kuala Lumpur

18 November 2005
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		REVENUE AND EXPENSES						Other

								Financial

				Investment		Property		related

				Holding		rental		services		Eliminations		Consolidated

				RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue

		Total revenue - External		1,942		-		-		(1,335)		607

		Results

		Segment results		5,413		4		(2)		(1,566)		3,849

		Finance costs		-		-		-		-		-

		Share of results of an associate		2,795		-		-		-		2,795

		Taxation		-		-		-		-		(2,118)

		Profit after taxation										4,526

		ASSETS AND LIABILITIES

		Segment Assets

		Segment assets		427,354		32		73		(147,452)		280,007

		Investment in an associate		22,020		-		-		661		22,681

		Consolidated total assets										302,688

		Segment Liabilities

		Consolidated total liabilities		3,278		9		71		-		3,358

		OTHER INFORMATION

		Capital expenditure		51		-		-		-		51

		Depreciation		32		-		-		-		32

		Amortisation		-		-		-		231		231
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						Cumulative current

				Current quarter		period to date

				30 Sept 2005		30 Sept 2005

				RM’000		RM’000

		Provision for current period		422		1,336

		Deferred Tax				- 0

		Associated company		27		782

				449		2,118
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				Stock broking and related financial services

		REVENUE AND EXPENSES				Investment holding		Property rental		Eliminations		Consolidated

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

		Revenue

		External		61,276		38		698		(1,462)		60,550

		Inter-segment		-		-		-		-		-

		Total revenue		61,276		38		698		(1,462)		60,550

		Results

		Segment results, representing

		profit/(loss) from operations		36,360		(1,517)		526		(267)		35,102

		Finance costs,net		(2,334)		-		-		-		(2,334)

		Share of results of an associate company		-		-		-		390		390

		Taxation		(4,327)		(4)		(204)		(116)		(4,651)

		Profit after taxation										28,507

		Minority interests		-		-		-		6		6

		Profit for the period										28,513

		ASSETS AND LIABILITIES

		Segment assets

		Segment assets		522,990		315,268		10,687		(375,139)		473,806

		Investment in equity method of

		an associate company		-		22,503		-		(128)		22,375

		Consolidated total assets										496,181

		Segment liabilities

		Consolidated total liabilities		218,197		66,865		9,254		(73,257)		221,059

		OTHER INFORMATION

		Capital expenditure		1,612		-		-		-		1,612

		Depreciation		3,329		23		79		-		3,431

		Amortisation		1,836		-		-		266		2,102

		Provision for bad and doubtful debts, net of reversal		(419)		-		-		-		(419)

		Gain arising from receipt of shares

		from Bursa Malaysia		24,909		-		-		-		24,909






