
Paramount Corporation Berhad

Interim Financial Report for the quarter ended 30 September 2004.

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 interim financial report is not audited and has been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

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 2003 except for the adoption of new applicable MASB 32: Property Development Activities, which became effective from 1 January 2004.


The adoption of MASB 32 does not have material effect on the financial results of the Group for the financial year to date. 

A2.
Audit report qualification

The audit report for the financial year ended 31 December 2003 was not subject to any qualification.

A3.

Seasonal or cyclical factors


During the current quarter, the operations of the Group were not materially affected by any factor of a seasonal or cyclical nature.  

A4.
Exceptional or unusual items

There were no items of an exceptional or unusual nature that have affected the assets, liabilities, equity, net income or cash flows of the Group during the financial period ended 30 September 2004.

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

There were no other issuance, cancellation, repurchases, resale and repayments of debt and equity securities for the current quarter and financial year to date.

A7.
Dividends paid

 







          9 months ended


30 September


2004
2003


RM’000
RM’000

Ordinary

Final dividends paid:

2003 - 5 sen less 28% income tax
3,728
4,558

(2002 - 4.5 sen tax exempt)



3,728
4,558

A8.
Segment reporting for the current financial year to date



Profit/(loss)


Revenue
Before tax

Analysis by Business Segment
2004
2003
2004
2003


RM’000
RM’000
RM’000
RM’000

Property Investment
9,288
8,837
3,585
3,504
Property development
98,637
40,472
18,534
7,139
Construction
98,352
79,144
2,803
5,531
Education
37,089
37,418
(4,303)
927
Investment and Others
7,785
5,283
4,884
(885)

251,151
171,154
25,503
16,216
Inter-segment elimination
(76,282)
(40,255)
(2,000)
(3,200)

174,869
130,899
23,503
13,016
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 2003.

A10.
Events subsequent to the end of the interim period

There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements.

A11.
Changes in composition of the Group

On 26 March 2004, KDU International Sdn Bhd, a wholly owned subsidiary company of the Group, has set up a wholly-owned subsidiary named KDU International Training and Development Company Limited (“KITD”) in Chongqing, People’s Republic of China with a paid up capital of RMB7.6 million (approximately RM3,500,000).  KITD’s principal activity is in the provision of educational services.  During the current quarter, KITD has changed its name to KDU International Language Training School Limited, Chongqing (“KILTS”).
A12.
Changes in contingent liabilities

The changes in contingent liabilities since the last annual balance sheet date made up to 30 September 2004 were as follows:-


As at
Addition/
As at


31.12.03
(Deletion)
30.09.04


RM’000
RM’000
RM’000

Corporate guarantees extended to financial
271,992
7,447
279,439

Institutions in support of banking and other credit 

facilities granted to wholly owned subsidiary

companies

Performance guarantees extended to developers
6,022
-
6,022

for contracts awarded to a wholly owned

subsidiary company


278,014
7,447
285,461

The provision of 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.

A13.
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 2004 is as follows:


RM’000


Property, plant and equipment


Approved and contracted for
8,380


Approved but not contracted for
4,989


Leasing commitments


Due within 12 months
520


Due after 12 months
1,512


15,401

A14.
Capital expenditure


The major additions and disposals to the property, plant and equipment during the financial period ended 30 September 2004 were as follows:


Current
Current Year


Quarter
To date


RM’000
RM’000


Property, plant and equipment


Additions
10,050
27,300


Disposals (NBV)
(37)
(434)

A15.
Related party transactions




Group




9 months ended




30 September 2004



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

750


Consultancy fees charged by Tarrenz, Inc, a wholly owned


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


Company

882


Insurance premiums charged by Jerneh Insurance Berhad,


an associated Company

1,016


Rental charges paid to Damansara Uptown One Sdn Bhd,


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


has financial interest

370


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

219


The directors are of the opinion that all the transactions above have been entered into in 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 quarter increased significantly to RM74.84 million from RM36.05 million recorded in the corresponding quarter last year.  This increase was due mainly to higher turnover generated by the construction division and higher progressive billings from the property development division.


Correspondingly, the Group’s profit before taxation for the current quarter increased significantly to RM8.39 million from RM2.02 million earned in the corresponding quarter last year.  This was due mainly to higher earnings recorded by the construction and property development divisions albeit offset by the higher losses incurred from the education division.  The latter was due to higher operating costs and the start-up costs incurred by subsidiaries, namely, KDU Management Development Centre Sdn Bhd and KILTS.  The Group’s share of profits from an associated company was also higher at RM0.78 million compared with RM0.39 million earned over the same period last year.


The Group’s revenue for the current financial period ended 30 September 2004 increased by 33.59% to RM174.87 million from RM130.90 million registered in the corresponding period last year.  This increase was due mainly to higher progressive billings from the property development division.


Profit before taxation increased by 80.49% to RM23.50 million from RM13.02 million earned in the corresponding period last year mainly due to higher earnings recorded by the property development division and higher profit contribution from an associated company.

B2.
Comment on material changes in profit before taxation

The Group profit before taxation for the current quarter was marginally lower at RM8.39 million compared with RM9.87 million in the preceding quarter.  This was mainly attributed to higher losses registered by the education division.
B3.
Commentary on prospects 
The property development division is expected to register higher revenue and profits for this financial year compared with the results achieved in 2003 attributed to the encouraging sales of houses achieved at Kemuning Utama, Shah Alam.  

The results for the education division in 2004 will be adversely affected by the difficult operating conditions in the higher education sector; whilst the new operations within the education sector are not expected to turnaround to register profits in this financial year.

The Board of Directors expects the Group's performance to be lower than that achieved in the previous financial year.  It is to be noted that the profit in the previous year included gains of RM16.9 million from the disposal of an oil palm estate.

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
3,293
6,927

Deferred tax assets
-
75

In respect of prior year
(363)
(372)

Associated company
234
1,120


3,164
7,750


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 loss on sale of unquoted investments for the current quarter and financial period ended 30 September 2004 were RM30 thousand.

The gain on sale of properties for the financial period ended 30 September 2004 were RM40 thousand.

B7.
Quoted securities

(1)
There were no purchases and disposals of quoted securities by the Group for the current quarter.

(2)
There were no investments in quoted securities as at 30 September 2004.
B8.
Corporate proposal 
On 23 April 2004, the Company had announced a proposed private placement of up to 10,355,194 new ordinary shares of RM1.00 each, representing not more than 10% of the existing issued and paid up share capital of Paramount Corporation Berhad to selected placees to be identified (“Proposed Private Placement”).  The Securities Commission and the Foreign Investment Committee had on 22 June 2004 approved the Proposed Private Placement.  The Proposed Private Placement is pending the procurement of placees and the application to Bursa Malaysia Securities Berhad for the listing of and quotation for the new ordinary shares of RM1.00 each to be issued pursuant to the Proposed Private Placement.

B9.
Borrowings and debt securities

The Group's borrowings and debts securities as at 30 September 2004 were as follows:-



RM’000


Short-Term borrowings


Secured


Bankers’ acceptance

618


Bank overdrafts

9,198


Revolving credit

9,574


Current portion of long term loan

5,750


Unsecured


Bank overdrafts

22,799

Current portion of long term loan

1,245



49,184


Long term borrowings


Secured

Term loans

85,644


Unsecured

Term loan

7,095



92,739


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 18 November 2004.

B11.
Changes in material litigation

As disclosed during the previous financial year ended 31 December 2003, 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.  The Court of Appeal has yet to set the date for hearing for the above case.


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


As at 18 November 2004, there were no changes in material litigation, including the status of pending litigation since the last annual balance sheet date of 31 December 2003.

B12.
Dividends payable


The Board does not recommend the payment of any dividend for the current financial quarter ended 30 September 2004.

B13.
Earnings per share
Basic earnings per share

The calculation of basic earnings per share for the quarter ended is based on the net profit attributable to ordinary shareholders of RM15,481,643 and the number of ordinary shares in issued of 103,551,949.
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