
Paramount Corporation Berhad

Interim Financial Report for the quarter ended 30 September 2003.

The figures have not been audited.

NOTES TO THE INTERIM FINANCIAL REPORT

PART A – EXPLANATORY NOTES PURSUANT TO MASB 26
A1.
Basis of preparation


The condensed financial statements for the financial quarter ended 30 September 2003 are unaudited and have been prepared in accordance with the requirements of MASB 26 : Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002 except for the adoption of MASB 25, MASB 27 and MASB 29 which became effective from 1 January 2003.

The adoption of MASB 25, MASB 27 and MASB 29 do not have material effect on the financial results of the Group for the financial quarter ended 30 September 2003.
A2.
Audit report qualification

The audit report for the financial year ended 31 December 2002 was not subject to any qualification.

A3.

Seasonal or cyclical factors


During the financial quarter ended 30 September 2003, the operations of the Group were not materially affected by any factor of a seasonal or cyclical nature.  

A4.
Exceptional or unusual items


KDU College (Sibu) Sdn. Bhd, a 61% owned subsidiary of KDU College Sdn. Bhd, which is in turn a 85% owned subsidiary of Paramount Corporation Berhad, has ceased its college operation on 30 September 2003. The financial impact of the cessation has been fully recognized in the financial statements for the current quarter. 
A5.
Changes in estimates of amount reported previously


There were no significant changes in estimates in prior periods that have materially affected the results of this quarter.

A6.
Debt and equity securities


The details of the movement in the paid up share capital of the company were as follows:



Ordinary shares of RM1.00 each


No.
RM

Balance as at 31 December 2002
101,300,949
101,300,949
Issued pursuant to the Employee Share

Option Scheme (“ESOS”)
2,251,000
2,251,000
Balance as at 30 September 2003
103,551,949
103,551,949
A7.
Dividends paid

9 months ended


30 September


2003
2002


RM’000
RM’000

Ordinary
Final dividends paid:

2002 - 4.5 sen tax exempt
4,558
4,112

(2001 - 1.8 sen tax exempt and 3.2 sen less 28% income tax)



4,558
4,112

A8.
Segment reporting for the period ended 30 September 2003


Profit/(loss)


Revenue
Before tax

Analysis by Business Segment
2003
2002
2003
2002

RM’000
RM’000
RM’000
RM’000

Property Investment
8,837
6,984
3,504
2,417
Property development
40,472
48,113
7,139
12,170
Construction
79,144
115,574
5,531
5,337
Education
37,418
35,312
927
5,376
Investment and Others
5,283
6,857
(885)
1,753

171,154
212,840
16,216
27,053
Inter-segment elimination
(40,255)
(41,930)
(3,200)
(4,200)

130,899
170,910
13,016
22,853
A9.
Carrying Amount of Revalued Assets

The valuations of property, plant and equipment and investment properties have been brought forward without amendments from the financial statements for the year ended 31 December 2002.
A10.
Events subsequent to the end of the interim period
There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements.
A11.
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter ended 30 September 2003, 
A12.
Changes in contingent liabilities


The changes in contingent liabilities since the last annual balance sheet date as at 31 December 2002 were as follows:-

As at
Addition/
As at


31.12.02
(Deletion)
30.09.03

RM’000
RM’000
RM’000

Corporate guarantees extended to financial
44,750
216,905
261,655
Institutions in support of banking and other credit 

facilities granted to wholly owned subsidiary
companies

Performance guarantees extended to developers
4,022
2,000
6,022
for contracts awarded to a wholly owned

subsidiary company


48,772
218,905
267,677
The provision of the financial assistance to third parties will not have any financial impact on the Company unless of a non payment and/or non performance by its subsidiary companies.
13.
Capital commitment

The amount of commitment for the purchase of property, plant and equipment not provided for in the interim financial statements as at 30 September 2003 is as follows:


RM’000


Property, plant and equipment


Approved and contracted for
2,416

Approved but not contracted for
38,540

Leasing commitments


Due within 12 months
653

Due after 12 months
841

42,450
A14.
Capital expenditure


The major additions and disposals to the property, plant and equipment during the financial quarter ended 30 September 2003 were as follows:


Current
Current Year


Quarter
To date


RM’000
RM’000


Property, plant and equipment

Additions
10,452
26,363

Disposals (NBV)
(235)
(237)
A15.
Related party transactions




Group




9 months ended




30 September 2003



RM’000


Purchase of computers and peripherals from ECS K U


Sdn Bhd and its subsidiaries, a group of companies in


which Mr. Teo Chiang Quan, a director of the Company,


has substantial interests

825

Consultancy fees charged by Tarrenz, Inc, a wholly owned


corporation of Dr. Brian Shoy Teng To, a director of the


Company

991

Insurance premiums charged by Jerneh Insurance Berhad,


an associated Company

924

Rental charges paid to Damansara Uptown One Sdn Bhd,


a company in which a brother of Mr. Teo Chiang Quan,


has financial interest

499

Security services rendered by Strong Legacy Sdn Bhd, a


company in which a brother of Mr. Teo Chiang Quan and


Dato’ Md. Taib bin Abdul Hamid, also a director of the


Company, has financial interest

258

The directors are of the opinion that all the transactions above have been entered into the normal course of business and have been established on terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.

NOTES TO THE INTERIM FINANCIAL REPORT
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF KLSE
B1.
Performance review

The Group’s revenue for the current financial quarter ended 30 September 2003 decreased by 23.7% to RM36.1 million from RM47.2 million in the preceding year corresponding quarter due mainly to lower progressive billings from the property development division.  


The profit before taxation for the current financial quarter decreased by 42.6% to RM2.0 million from RM3.5 million in the preceding year’s corresponding quarter due mainly to lower contribution from the property development, construction and the cost of closure for KDU Sibu Sdn. Bhd.  However, share of profits from associated companies was higher at RM0.4 million compared with share of loss of RM0.9 million for the preceding year’s corresponding quarter.

The Group’s revenue for the current financial period ended 30 September 2003 decreased by 23.4% to RM130.9 million from RM170.9 million in the preceding year’s corresponding period mainly due to lower progressive billings from the construction and property development divisions.  The education division however has recorded higher fees revenue for the current financial period ended 30 September 2003 at RM37.4 million as compared with RM35.3 million in the preceding years corresponding period due mainly to the revenue generated by the newly established subsidiaries, namely KDU Smart School Sdn. Bhd. and KDU Management Development Centre Sdn. Bhd. 

Profit before taxation decreased by 43.0% to RM13.0 million from RM22.9 million in the prior financial period ended 30 September 2003 mainly due to lower profits recorded by the property development and education divisions and lower share of profits from associated companies.
B2.
Comment on material changes in profit before tax

The Profit before taxation for the current quarter decreased to RM2.0 million from RM8.0 million in the preceding quarter due mainly to lower profits recorded by the property development and construction divisions.  In addition, the education division recorded a loss of RM0.6 million as compared with a profit of RM0.7 million in the preceding quarter.
B3.
Commentary on prospects

The Board of Directors foresees that the Group will operate under difficult conditions particularly the education division due to the increasingly competitive environment in the higher education sector.  In addition, the newly established subsidiaries, namely, KDU Smart School Sdn. Bhd. and KDU Management Development Centre Sdn. Bhd, which are expected to have gestation periods of one to two years before registering profitability will affect the division’s performance for the year.
For the property division, the Board of Directors expects the performance for the final quarter this year to be comparable with that of the corresponding period last year.


With the disposal of Dindings Oil Palm Estate, the Group is expected to record a gain of RM 17 million from the disposal.  If the sale is completed within the year, the results of the Group will be comparable with that of the previous year.

B4.
Profit forecast or profit guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and shortfall in profit guarantee are not applicable. 

B5.
Taxation
The taxation charge included the following:



Current 
Current Year


Quarter
To date


RM’000
RM’000

Current year provision
1,255
5,887
Deferred tax
0
0
In respect of prior year
45
43
Associated company
527
1,434

1,827
7,364
The effective tax rate for the periods presented above was higher than the statutory income tax rate in Malaysia due to losses of certain subsidiaries that were not available for set off against taxable profits of other subsidiaries and certain expenses which were not deductible for tax purposes.
B6.
Sale of unquoted investments and/or properties

The gain on sale of properties for the current quarter and financial period ended 30 September 2003 was RM 96,000.
B7.
Quoted securities
(1)
The particulars on disposal of quoted securities by the group for the financial quarter ended 30 September 2003 were as follows:- 


Current 
Current Year


Quarter
To date

RM’000
RM’000


Sale proceeds
27
49

Profit on disposal
27
28
(2)
There were no investments in quoted securities as at 30 September 2003.
B8.
Corporate proposal

The Company had on 15 August 2003 entered into three conditional Sale & Purchase Agreements and a Supplemental Agreement with Bandar Baru Pantai Sdn Bhd, Greenson Properties Sdn Bhd and Merrida Properties Sdn Bhd to dispose of the Company’s 1,700.89 acres of oil palm estate land known as Dindings Oil Palm Estate located in the Mukim of Pengkalan Bahru, District of Manjung, Perak Darul Ridzuan for a total cash consideration of RM24,884,884.00.
The disposals are subject to the approval of the Estate Land Board.

B9.
Borrowings and debt securities


The group's borrowings and debts securities as at 30 September 2003 were as follows:-



RM’000


Short-Term borrowings


Secured


Bankers’ acceptance

821

Bank overdrafts

2,139

Revolving credit

5,000

Current portion of long term loan

2,500

Unsecured


Bank overdrafts

19,614

Revolving credit

5,000
Current portion of long term loan

830


35,904

Long term borrowings


Secured

Term loans

32,871

Unsecured

Term loan

9,170


42,041

The borrowings are all denominated in Ringgit Malaysia.

B10.
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 13 November 2003.

B11.
Changes in material litigation


As disclosed during the previous financial year ended 31 December 2002, a subsidiary company, Berkeley Sdn Bhd (“BSB), had appealed against the decision of the High Court dismissing the company’s claim against Consolidated Plantations Bhd (“CPB”), inter alia, for RM34,152,136.00 arising from CPB’s breach of a contract dated 5 September 1973 with respect to the purchase from CPB of a portion of land held under Lot 11811 (Lot 3903) Grant 23893, Mukim Bukit Raja, Kelang, Selangor.

BSB’s claim and appeal will not have any adverse material effect on the financial position of the Group.


As at 13 November 2003, there were no changes in material litigation, including the status of pending litigation since the last annual balance sheet date of 31 December 2002, except as disclosed above.

B12.
Dividends payable

The Board does not recommend the payment of any dividend for the current financial quarter ended 30 September 2003.

B13.
Earnings per share

Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM5,578,671 and the weighted average number of ordinary shares outstanding during the quarter of 102,424,699.

Weighted average number of ordinary shares


Issued ordinary shares at beginning of the period

101,300,949
Issued under Employee Share Option Scheme

1,123,750
Weighted average number of ordinary shares

102,424,699
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