TALAM CORPORATION BERHAD (Company No.1120-H)

Note To The Interim Financial Report Ended 31 July 2003

1. Basis of preparation
The interim financial report was prepared in compliance with MASB 26”Interim Financial Reporting” and it has not been audited. The Company and the Group has adopted the same accounting policies and method of computation in its quarterly statements as compared with the last audited statement of 31 January 2003 and applicable approved accounting standards of the Malaysian Accounting Standard Board (“MASB”), which became effective during the current financial period.

2.  Annual Audited Report
There was no qualification on the annual audit report of the preceding financial year.

3.  Seasonality or cyclicality of operations

The business operations of the Group are not affected by any seasonality or cyclicality.

4.  Individually significant items

     There are no items affecting assets, liabilities, equity, net income or cash flows that 

     are unusual because of their nature, size or incidence during the quarter under review.     

5.  Issuance, cancellation, repurchases, resale and repayment of debt and equity 

securities  

There were no issuance and repayment of debt and equity securities, share buy-back, shares cancellation during the period under review. 

6.   Dividend

       The Directors do not recommend any payment of dividend for the current financial 

       period.

7.  Subsequent material events
     There are no material events subsequent to the end of the quarter under review.

8.  Changes in the composition of the Company  

Korwin Company Limited and Talam Management Services (HK) Limited, both subsidiaries of the company have been de-registered pursuant to Section 291AA(9) of the Companies Ordinance and accordingly dissolved.

10. Review of the Performance of the Company and it’s Subsidiaries
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Comment on material changes of results of 2nd quarter of financial year 2004 and 1st quarter of financial year 2004 

Turnover decreased by 22.43% to RM 390.36 million compared to RM 219.84   million in the preceding quarter while profit before taxation increased by 48.63 % to RM 34.28 million compared to RM 13.79 million.

The improved results were contributed by the overall improvement especially the property segment and improved contribution from associated companies as compared to the preceding quarter.

11. Explanation of variance between effective and statutory tax rate     
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The effective tax rate is higher than the statutory income tax rate of 28% due to absence of Group tax relief for tax suffered by certain subsidiary companies, non-tax deductible expenditure and amortization of Group cost of property development project.

12. Purchase or Disposal of Unquoted Investments and/or Properties 

There is no sale of unquoted or properties during the quarter under review.

13. Purchase or Disposal of Quoted Securities

      There is no purchase or disposal of quoted investments during the quarter under 

      review.

14. Status of Corporate Proposals announced 

14.1 Proposed establishment of an employees’ share option scheme 

The Company had, on 10 October 2000, obtained its shareholders’ approval to establish an Employees’ Share Option Scheme (ESOS). Having obtained the Securities Commission’s (SC) approval on 23 August 2000 and all other requisite approvals, the ESOS can be offered to the employees for the period from 11 May 2001 to 10 May 2006.

In view of the impending Proposed Merger as stated in Note 14.2, no ESOS has been offered to the employees.

14.2 Proposed Rationalisation of the Businesses of the Company and Europlus Berhad (“Europlus”) including the merger of their property related businesses (“Proposed Merger”)
On 15 June 2001, Commerce International Merchant Bankers Berhad (“CIMB”) on behalf of Talam announced that Talam, Europlus Bhd (“Europlus”) and Kumpulan Europlus Sdn Bhd (“KEB”-presently known as Kumpulan Europlus Berhad) had on the same day entered into an agreement (“Merger Agreement”) to rationalize the businesses of Talam and Europlus including the merger of the property related businesses of Talam and Europlus (“Proposed Merger”).

Subsequently, CIMB on behalf of Talam had on 13 July 2001 announced the revision to certain of the terms of the Proposed Merger after incorporating the final open market values of the landed properties of Talam and Europlus and their respective subsidiaries as valued by the independent valuers jointly appointed by the Boards of Talam and Europlus. An application on the Proposed Merger was submitted to the Securities Commission (“SC”) and other relevant authorities on 13 July 2001.

The Foreign Investment Committee (“FIC”) approved the Proposed Merger on 10 September 2001 and 30 January 2003 respectively. Subsequently, the Ministry of International Trade and Industry (“MITI”) had vide its letter dated 20 March 2002 and 25 November 2002 approved the Proposed Merger.   

On 17 October 2002, CIMB on behalf of Talam announced that Talam, Europlus and KEB had on the same day, entered into a supplement agreement to vary certain terms of the Merger Agreement after taking into consideration the revised valuation of certain of its properties as approved by the SC vide its letter dated 16 May 2002 and 19 July 2002 (“Proposed Revision”). Consequently, Talam has submitted an application on the Proposed Revision to the SC for approval on 17th September 2002.

On 23 January 2003, CIMB on behalf of Talam had announced that the SC has, vide its letter dated 21 January 2003 (“Letter of Approval”), approved the Proposed Merger (as announced on 17 October 2002). Talam has subsequently appealed to the SC in respect of certain conditions imposed by the SC in its Letter of Approval. On 7 May 2003, CIMB announced on behalf of Talam that the SC has on 28 April 2003 approved the appeal on certain conditions imposed by the SC on the properties of Talam and Europlus.

The shareholders of Talam approved the Proposed Merger tabled at the Court Convened Meeting and at an Extraordinary General Meeting held on 18 June 2003.

On 1 July 2003, the High Court of Malaya approved the members’ scheme of arrangement of Europlus, Talam and KEB pursuant to Section 176 of the Companies Act 1965 for the Proposed Merger, and approved the proposed capital reductions by Europlus, Talam and KEB pursuant to the Proposed Merger. 

The Company has obtained the Kuala Lumpur Stock Exchange’s approval in principle for the listing and quotation of the various securities under the Proposed Merger. On 24 September 2003, CIMB has announced on behalf of the Company that the Books Closure Date for the Proposed Merger will be on 20 October 2003.        

      14.3 Utilization of proceeds arising from the issuance of RM600 million Al-Bai 

              Bithaman Ajil Islamic Debt Securities (“BaIDS”) 

              Part of the proceeds arising from the issuance of RM600 million BaIDS were 

              utilized as follows:
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The unutilized amount of RM5.47 million was placed in short term deposits to earn interest and shall be utilized in the manner as approved by SC. The RM600.0 million BaIDS was early settled on 28 July 2003, the details of which is set out in section 14.6 below.

14.4 Share Buy Back (“SBB”)

a) On 28 July 2003, Talam obtained its shareholders’ approval on the mandate to purchase up to ten percent (10%) of its issued and paid-up share capital at the Annual General Meeting held on the same date.

b) The details of the SBB which was implemented are detailed as follows:
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The shares purchased are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act 1965.

None of the treasury shares were resold or cancelled.

14.5 Proposed Issue of, Offer for Subscription or Purchase of, or invitation to          subscribe for or purchase, Al-Bai Bithaman Ajil Islamic Debt Securities of           RM986.0 million (“Islamic ABS”) Arising from a Securitisation Transaction          (“Proposal”)______________________________________________________   

a) The Company has on 10 June 2003 announced that its wholly owned       subsidiary, Maxisegar Sdn Bhd (“Maxisegar”) has obtained the Securities Commission’s approval for the Proposal. Abrar Discounts Berhad was appointed as the financial advisor and lead arranger for the Proposal on a fully underwritten basis.

b) The Proposal encompasses the sale of Maxisegar’s rights, title and interest in and to a pool of certain assets in Taman Puncak Jalil and Saujana Damansara to Ambang Sentosa Sdn Bhd (“ASSB”).

c) The Islamic ABS was issued in three tranches with a tenure of 1,2 and 3 years. The Proposal was secured inter alia by a first fixed and floating charge over the entire assets of ASSB and a charge over the designated accounts. 

14.6  Early Settlement of RM300.0 million Al-Bai Bithaman Ajil With Islamic Debt 

Securities (“BaIDs”) And RM600.0 million BaIDs By Maxisegar Sdn Bhd, A Wholly-owned Subsidiary of Talam Corporation Berhad___________________ 

Talam Corporation Berhad (“Talam”) had on 28 July 2003 made an early settlement of two Islamic Debt Securities totaling to RM900.0 million. This represents an early settlement of 7 months from the maturity date of RM300.0 million BaIDs and 15 months from the maturity date of the RM600.0 million BaIDs. The early settlement has resulted interest savings by Talam.   

14.7  Proposal To Grant In Favour of Abrar Discounts Berhad (“Abrar Discounts”) A  Right To Require Talam To Purchase The Entire Issue And Paid-Up Share Capital of Perspective Perkasa Sdn Bhd (“Proposed Option”)_______________
On 12 July 2003, Talam obtained its shareholders’ approval on the Proposed Option. The Company has subsequently entered into an Option Agreement with Abrar Discounts on 14 July 2003 pursuant to the Proposed Option which require Talam at any time during the Option Period to purchase the entire issued and paid-up share capital of Perspektif Perkasa Sdn Bhd at the Option price. The Proposed Option enables Talam Group to benefit from the proposed development known as Bandar Pinggiran Cyber which is strategically located within the designated Multimedia Super Corrridor development zone and adjacent to the on-going development of Cyberjaya. The details of the Proposed Option was announced on 26 June 2003 by CIMB on behalf of Talam.  

15. Group borrowings and Debt Securities
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16. Contingent Liabilities

The Company has provided corporate guarantee of RM144 million to subsidiaries for credit facilities granted.

17. Status of Material Litigation 

      By an agreement in writing dated 31 March 1997 made between Silver Concept Sdn 

      Bhd (“Silver Concept”) and Maxisegar Sdn Bhd (“Maxisegar”), Silver Concept agreed to sell and Maxisegar agreed to purchase 1,142.48 acres of land in Mukim Batang Kali and in Mukim Rasa, all in the District of Ulu Selangor (“the said Agreement”).

Pursuant to the said agreement, Maxisegar has paid a total sum of RM 42,071,200 to Silver Concept being 10% deposit and second installment.

On 29 December 1997, Maxisegar issued a Writ in the Kuala Lumpur High Court against Silver Concept claiming the refund of RM 42,071,200 paid to Silver Concept on the ground that the said agreement has been frustrated. Silver Concept has filed its defense and counterclaim. 

Judgment was delivered in favour of Silver Concept. Maxisegar has appealed against the said judgment and in the meantime, Maxisegar has obtained a stay of execution pending the appeal. The appeal to the Court of Appeal was part heard on 15 May 2002 and the hearing was adjourned to a date to be fixed.

The Director based on the advice by the Company’s legal counsel on the point of law are confident that the Company will succeed in its appeal.

18. Earnings Per Share

      18.1 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 RM22.77 million and the weighted average number of ordinary shares outstanding during the quarter was 215,140,796.

18.2 Diluted earnings per share

The effects on the basic earnings per share for the current financial period arising from the assumed conversion of the warrants is anti-dilutive. Accordingly, the fully diluted earnings per share have not been presented.

19. Current Year Prospects

Despite the present challenging economic conditions, the Group was able to generate substantial interest in its property projects through various promotional activities and sales incentives for its customers. This is coupled with attractive end financing packages from financial institutions has contributed significantly to the commendable results to the Group.

Baring unforeseen circumstances, the Board is confident that the overall outlook for the Group is expected to remain positive.

By order of the Board

Lim Mei Yoong

Company Secretary
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