Paramount Corporation Berhad

Interim Financial Report for the quarter ended 31 March 2006.

The figures have been unaudited.

PART A – EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD (“FRS”) 134
A1.
Basis of preparation


The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134 Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2005. The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005.
A2.
Changes in accounting policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/revised FRS’s that are effective for the financial period beginning 1 January 2006:
FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements
FRS 102
Inventories
FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 140
Investment Property

In addition to the above, the Group has opted for the early adoption of the revised FRS 117 on Leases for the financial period beginning 1 January 2006.
The adoption of FRS’s 3, 102, 108, 110, 116, 121, 127, 128, 132, 133 and 136 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRS’s are discussed below:

(a) FRS 2: Share-based payment

This FRS requires an entity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instrument of the Company.
The Company operates an equity-settled, share based compensation plan for the employees of the Group, the Paramount Corporation Berhad’s Employee Share Options Scheme (“ESOS”). Prior to 1 January 2006, no compensation expense was recognized in profit or loss for share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognized in profit or loss over the vesting periods of the grants with a corresponding increase in equity. The total amount to be recognized as compensation expense is determined by reference to the fair value of the share options at the date of the grant and the number of share options to be vested by vesting date. The fair value of the share option is computed using a binomial model by a professional valuer. At every balance sheet date, the Group revises its estimates of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in profit or loss and a corresponding adjustment to equity over the remaining vesting period.

Under the transitional provisions of FRS 2, this FRS must be applied to share options that were granted after 31 December 2004 and had not yet vested on 1 January 2006. The application is retrospective and accordingly, the comparative amounts as at 31 December 2005 are restated and the opening balance of retained earnings as at 1 January 2006 has been adjusted. The financial impact to the Group arising from this change in accounting policy is as follows:

As at


1 January 2006


RM’000

Decrease in retained earnings
(169)

Decrease in minority interest
(8)

Increase in equity compensation reserve
177

 (included within other reserves)


3 months and


Year-to-date ended



31 March 2006
31 March 2005



RM’000
RM’000


Decrease in profit for the period
(169)
0

Comparatives which have been restated due to this change in accounting policy is disclosed in Note A3.
(b) FRS 5: Non-current Assets Held for Sale and Discontinued Operations

The Group has applied FRS 5 prospectively in accordance with its transitional provisions, which has resulted in a change in accounting policy on the recognition of a freehold property as held for sale. Prior to 1 January 2006, under the previous FRS 116, the Group would have recognized the freehold property as property, plant and equipment. FRS 5 requires a non-current asset to be classified as held for sale when the criteria to be classified as held for sale have been met. The result of this change in accounting policy is that a non-current asset held for sale is recognized by the Group at the lower of carrying amount and fair value less costs to sell and has been disclosed as such on the face of the balance sheet.
An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use.

(c) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(d) FRS 117: Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represent prepaid lease payments and are amortized on a straight-line basis over the lease term. A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease. Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses.
The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed in Note A3, certain comparative amounts as at 31 December 2005 have been restated. 

(e) FRS 140: Investment Property

As a result of the adoption of FRS 140, certain properties of the Group which are held for rental to external parties have been reclassified to investment properties. Investment properties are stated at cost less accumulated depreciation and impairment losses.

The reclassification of certain properties previously recognized as property, plant and equipment to investment properties has been accounted for retrospectively and as disclosed in Note A3, certain comparative amounts as at 31 December 2005 have been restated.
A3.
Comparatives

The following comparative amounts have been restated due to the adoption of new FRS’s:
[image: image1.emf]Previously FRS 2 FRS 117 FRS 140

stated Restated

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

At 31 December 2005

   Property, plant and equipment 226,759 0 (17,627) (57,239) 151,893

   Investment properties 0 0 0 57,239 57,239

   Prepaid lease payments 0 0 17,627 0 17,627

   Reserves 254,631 8 0 0 254,639

   Minority interests 3,659 (8) 0 0 3,651

<------------ Adjustments  -------------->


A4.
Audit report qualification

The audit report for the financial year ended 31 December 2005 was not subject to any qualification.

A5.

Seasonal or cyclical factors


The operations of the Group were not materially affected by any factor of a seasonal or cyclical nature.  
A6.
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 current quarter and financial year to date.
A7.
Changes in estimates of amount reported previously


There were no significant changes in estimates in prior periods that have materially affected the current quarter and financial year to date results.
A8.
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.
A9.
Dividends paid
There were no dividends paid or declared during the current quarter.
A10.
Segment reporting for the current financial year to date



Profit/(loss)


Revenue
Before tax

Analysis by Business Segment
2006
2005
2006
2005

RM’000
RM’000
RM’000
RM’000

Property Investment
3,648
3,519
1,289
1,042
Property development
81,273
71,396
12,152
13,871
Construction
49,034
47,058
2,242
2,493
Education
17,584
13,758
3,041
(1,429)
Investment and Others
5,495
5,874
4,190
4,554

157,034
141,605
22,914
20,531
Inter-segment elimination
(44,614)
(46,109)
(2,875)
(3,948)
Total
112,420
95,496
20,039
16,583

A11.
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 financial year ended 31 December 2005.
A12.
Subsequent events

There were no material events subsequent to the end of the current quarter.
A13.
Changes in composition of the Group

There were no significant changes in the composition of the Group for the 1st quarter ended 31 March 2006.
A14.
Changes in contingent assets and contingent liabilities

There were no contingent assets or contingent liabilities of the Group since the last annual balance sheet date.

A15.
Capital commitment

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2006 were as follows:


RM’000


Property, plant and equipment


Approved and contracted for
1,013

Leasing commitments


Due within 12 months
521

Due after 12 months
184

1,718
A16.
Capital expenditure

The major additions and disposals to the property, plant and equipment during the financial quarter ended 31 March 2006 were as follows:


Current
Financial Year


Quarter
To date


RM’000
RM’000


Property, plant and equipment

Additions
3,281
3,281
A17.
Related party transactions




Financial Year



To date


RM’000


Purchase of computers and peripherals from ECS K U


Sdn Bhd and its subsidiaries, a group of companies in


which Dato’ Teo Chiang Quan, a director of the Company,


has substantial interests

996

Consultancy fees charged by Tarrenz, Inc, a wholly owned


corporation of Dr. Brian Shoy Teng To, who was a director within 

the preceding 12 months of the date on which the terms of the 


transactions were agreed upon.

323

Insurance premiums charged by Jerneh Insurance Berhad,


an associated company

226

Rental charges paid to Damansara Uptown One Sdn Bhd,


a company in which a brother of Dato’ Teo Chiang Quan,


has substantial interest

119

Security services rendered by Strong Legacy Sdn Bhd, a


company in which a brother of Dato’ Teo Chiang Quan and


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


Company, have substantial interest

23

The directors are of the opinion that all the above transactions 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.

PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1.
Performance review

The Group’s revenue for the current quarter increased by 17.7% to RM112.4 million from RM95.5 million recorded in the corresponding quarter last year. This increase was mainly due to higher revenue registered by all the divisions.

The Group’s profit before taxation for the current quarter increased by 20.5% to RM20.0 million from RM16.6 million earned in the corresponding quarter last year. The better performance was mainly due to the education division which posted a profit before tax of RM3.0 million for the current quarter as compared with a loss before tax of RM1.4 million in the corresponding quarter last year.
B2.
Comparison with preceding quarter’s results

The Group’s profit before taxation for the current quarter was higher at RM20.0 million compared with RM18.4 million in the preceding quarter. The improvement was mainly due to better performance achieved by the education division.
B3.
Commentary on prospects 
The property division is expected to register lower revenue and profits for the current financial year as compared to last year.

The education division is expected to perform better for the current financial year as compared to last year.

Overall, the Board expects the Group's performance for 2006 to be lower than that of 2005.
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 
Financial Year


Quarter
To date


RM’000
RM’000

Current year provision
5,720
5,720
Deferred tax
220
220
Associated company
201
201

6,141
6,141
The effective tax rates for the periods presented above were 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
There were no sales of unquoted investments and properties for the current quarter and financial year to date.
B7.
Quoted securities
(1)
There were no purchases and disposals of quoted securities by the Group for the current quarter and financial year to date.

(2)
There were no investments in quoted securities as at 31 March 2006.
B8.
Corporate proposal 
On 31 March 2006, Wangsa Merdu Sdn Bhd (“WMSB”), a wholly owned subsidiary of the Company, entered into a conditional Sale and Purchase Agreement (“SPA”) with HKH Holdings Sdn Bhd (“HKH”), a wholly owned subsidiary of Keck Seng (Malaysia) Berhad, for the disposal by WMSB of its property comprising the following: 
(i) The freehold land held under Geran 11432, Lot 126 Seksyen 57, Bandar Kuala Lumpur, Wilayah Persekutuan with a title land area of 3,738.11 square metres; 
(ii) A block of 23-storey building accommodating 72 units of three bedroom luxury apartments and 4 units of duplex penthouses together with all fixtures, fittings and furnishings; and 
(iii) An annexed 3-storey car park/facilities building accommodating 108 car bays, a tennis court, swimming pool, spa pool and barbecue area;

known as Regency Tower (“the Property”) to HKH for a total cash consideration of RM62.5 million.
The Foreign Investment Committee has approved HKH’s purchase of the Property on 26 April 2006 and the sale and purchase of the Property is pending the approval of the State Authority.

B9.
Borrowings and debt securities

The Group's borrowings and debts securities as at 31 March 2006 were as follows:-



RM’000


Short-Term borrowings


Secured


Bank overdrafts

4,990

Revolving credit

5,388

Bankers’ acceptances

2,238

Current portion of long term loan

4,268
Hire purchase payables

97

Unsecured


Bank overdrafts

24,112

Revolving credit

5,000
Current portion of long term loan

870


46,963

Long term borrowings


Secured

Term loans

56,594
Hire purchase payables

174


56,768

The borrowings are all denominated in Ringgit Malaysia except for the following which is denominated in foreign currency:


RMB’000
RM’000




Equivalent


Chinese Renminbi (“RMB”)
2,200
1,012
B10.
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 19 May 2006.

B11.
Changes in material litigation

Berkeley Sdn Bhd (“BSB”), a wholly owned subsidiary, had appealed against the decision of the High Court dismissing BSB’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 19 May 2006, there were no changes in material litigation, including the status of pending litigation since the last annual balance sheet date of 31 December 2005.
B12.
Dividends payable
The Board does not recommend the payment of any dividend for the current financial quarter ended 31 March 2006.
B13.
Earnings per share
(a) Basic EPS
Basic EPS is calculated by dividing the profit for the period attributable to ordinary equity holders of the Company by the weighted average number of ordinary shares in issue during the period. 

Current 
Financial Year


Quarter
To date

Profit for the period (RM’000)
13,397
13,397
Weighted average number of ordinary shares (‘000)
103,579
103,579
Basic EPS (sen)
12.93
12.93
(b) Diluted EPS
For the purpose of calculating diluted EPS, the weighted average number of ordinary shares in issue during the quarter and financial year to date have been adjusted for the dilutive effects of all potential ordinary shares, i.e. share options granted to employees.


Current 
Financial Year


Quarter
To date

Profit for the period (RM’000)
13,397
13,397
Weighted average number of ordinary shares (‘000)
103,579
103,579
Effect of dilution (‘000)
208
208
Adjusted weighted average number of ordinary shares

 in issue and issuable (‘000)
103,787
103,787

Diluted EPS (sen)
12.91
12.91
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