TALAM CORPORATION BERHAD (Company No.1120-H)

Note To The Interim Financial Report Ended 30 April 2004

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 2004 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 save the issuance as follows:

	
	
	
	

	
	Current year
	
	Current Year

	
	Quarter
	
	To-Date

	
	30 April 2004
	
	30 April 2004

	
	
	
	

	Issuance of ordinary shares of RM1.00 each pursuant to the conversion of Irredeemable Convertible Preference Shares
	16,916,731
	
	16,916,731

	
	
	
	

	
	
	
	

	Issuance of ordinary shares of RM1.00 each pursuant to the conversion of Irredeemable Cumulative Unsecured Loan Stock 2003/2005
	7,411,500
	
	7,411,500

	
	
	
	


6.   Dividend

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

       period.

7. Subsequent material events

7.1) Acquisition of 100% equity interest in Wira Profit Sdn Bhd by Seaview Plantations   

       Sdn Bhd on May 22, 2004 

7.2) Acquisition of 100% equity interest in Bintang Dian Sdn Bhd by Wira Profit Sdn Bhd  

       on May 24, 2004. 

8.  Changes in the composition of the Company  

There is no change in the composition of the company during the quarter under review.

10. Review of the Performance of the Company and it’s Subsidiaries
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Factors affecting the earnings and / or revenue of the Company and the Group for the current quarter and financial year to date. 

For the period under review, the Group achieved a turnover of RM302.58 million for 3 months ended 30 April 2004 (2004: RM219.84 million). The Group’s pre-tax profit increased to RM30.33 million (2004: RM13.78 million) as compared to the preceding year.

The better performance for the period under review as compared to the corresponding period of the preceding financial year was mainly due to the incorporation of the 3 months results of Europlus Berhad.

Comment on material changes of results of 1st quarter of financial year 2005 and 4th quarter of financial year 2004 

Turnover decreased by 7.39% from RM326.71 million to RM302.58 million while profit before taxation decreased by 4.04% from RM31.60 million to RM30.33 million.

The lower group results for the period under review as compared to previous quarter was mainly due to the slower construction pace caused by shortage of raw material such as steel bars and sand.

11. Explanation of variance between effective and statutory tax rate     
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The effective tax rate for the financial year to-date is higher than the statutory income tax rate of 28% due to absence of Group tax relief for tax suffered by certain subsidiary companies and non-tax deductible expenditure.

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

There is no purchase / sale of unquoted investments 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 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.

As at to date, no ESOS has been offered to the employees.

14.2 Rationalisation of the Businesses of the Company and Europlus Berhad (“Europlus”) including the merger of their property related businesses (“Merger”)
               Talam is required to meet the Bumiputra equity content to at least 30% subsequent to 

               the Merger which was completed on 12 January 2004.

               On 1 March 2004, the Board of Directors of Talam announced that the Foreign 

               Investment Committee has approved the extension of time to 31 December 2004  

               for Talam and Expand Factor Sdn Bhd (a wholly owned subsidiary of Talam) to 

               increase their Bumiputra equity content to at least 30%.  

14.3 Share Buy Back (“SBB”)

(i) 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 AGM held on the same date.

(ii) The details of the SBB, which was implemented are detailed as follows: -  
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* Note: including brokerage, stamp duty and clearing fee

(ii) The shares purchased are held as treasury shares in accordance with the requirement of Section 67A of the Companies Act 1965.

14.4 Joint Venture Agreement between Ideal Synergy Sdn Bhd, a wholly owned subsidiary of Talam and ISY Holdings Sdn Bhd for the development of the land held under Bukit Baja, Mukim Dengkil, Daerah Sepang, Selangor (260 acres) 

On 18 February 2004, the Board of Directors of Talam announced that its wholly owned subsidiary, Ideal Synergy Sdn Bhd has entered into Joint Venture Agreement with ISY Holdings Sdn Bhd for the development of a piece of land in Bukit Baja, Mukim Dengkil, Daerah Sepang, Selangor (“Project Land”) measuring approximately 260 acres. The Project Land is proposed to be developed over a period of 10 to 15 years into a mixed development with an estimated gross development value of RM526 million.
14.5 Recurrent Related Party Transactions of a Revenue or Trading Nature

The Board of Directors of Talam has on 25 March 2004 announced that the Company proposed to obtain the shareholders’ approval to enter into new transactions for recurrent related party transactions of a revenue or trading nature (“Proposed Shareholders’ Mandate”) pursuant to Chapter 10.09 of the Listing Requirements of Bursa Malaysia at the Extraordinary General Meeting (“EGM”) to be held on 18 April 2004.

Following the completion of the Merger on 12 January 2004, certain subsidiaries of Talam, namely Dirga Niaga (Selangor) Sdn Bhd, Ice Masters Sdn Bhd, KEB Builders Sdn Bhd (formely known as Talam Builders Sdn Bhd) and Kekwa Indah Sdn Bhd (“Transacting Companies”) have been distributed/disposed to Kumpulan Europlus Berhad (“KEURO”) pursuant to the Merger. In the past, the Talam Group of Companies had entered into transactions with the Transacting Companies and will continue to have business transactions with the Transacting Companies thereby triggering the requirements in obtaining the approval of the shareholders of Talam prior entering into the recurrent related party transaction.

The Proposed Shareholders’ Mandate was approved by the shareholders of the Company at the EGM held on 18 April 2004.  

14.6 Acquisition of 100% Equity Interest in Wira Profit Sdn Bhd by Seaview Plantations Sdn Bhd, a subsidiary of Talam

         Acquisition of 100% Equity Interest in Bintang Dian Sdn Bhd by Wira Profit Sdn          

         Bhd, a subsidiary of Talam

         On 24 May 2004, the Board of Directors of Talam announced that its wholly owned 

         Subsidiary, Seaview Plantations Sdn Bhd, has acquired the entire paid-up share 

         capital of Wira Profit Sdn Bhd which in turn acquired the entire paid-up share capital 

         of Bintang Dian Sdn Bhd (“Bintang Dian”) for a total consideration of RM12.2 

         million.  

         Bintang Dian has a joint venture agreement with a third party for the mixed development of a piece of land measuring approximately 104 acres at Bandar Baru Selayang with an estimated gross development value of RM300 million.

         The project is expected to be implemented over a period of four years and sales are expected to be commenced in 4th quarter of 2004.

14.7 Proposed Shareholders’ Mandate For Recurrent Related Party Transactions of a Revenue or Trading Nature (“Proposed Shareholders’ Mandate”) and

Proposed Renewal of Authorisation to Enable Talam to purchase up to 10% of the issued and paid-up ordinary share capital of the Company (“Proposed Renewal”)

         On 25 May 2004, the Board of Directors of Talam announced that the Company proposed to obtain a renewal of the shareholders’ mandate for the recurrent related party transactions of a revenue or trading nature (“Proposed Shareholders’ Mandate”) pursuant to Chapter 10.09 of the Listing Requirements of Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad) (“Bursa Malaysia”) at the forthcoming Annual General Meeting (“AGM”).

         On 25 May 2004, it was also announced that the Company had proposed to obtain a renewal of authorization to enable Talam to purchase up to 10% of the issued and paid-up ordinary share capital of the company pursuant to Section 67A of the Companies Act 1965 at the forthcoming AGM.

15. Group borrowings and Debt Securities
	
	
	
	
	
	
	
	

	
	
	
	
	
	Secured
	 Unsecured 
	Total

	
	
	
	
	
	RM'000
	 RM'000 
	RM'000

	Short term borrowings
	
	
	
	        429,946 
	        85,935 
	          515,881 

	Long term borrowings
	
	
	
	        246,732 
	          4,674 
	          251,406 

	Bonds
	
	
	
	
	        110,000 
	               -   
	          110,000 

	
	
	
	
	
	
	
	

	
	
	
	
	
	        786,678 
	        90,609 
	          877,287 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Currencies of debts
	
	
	
	
	
	RM'000

	RM
	
	
	
	
	
	
	          824,891 

	RMB114.22 million which is equivalent to RM52.39 million
	
	
	            52,396 

	
	
	
	
	
	
	
	          877,287 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


16. Contingent Liabilities

The Company has provided corporate guarantees of RM148 million to subsidiaries for credit facilities granted. In addition, Talam has contingent liabilities of up to RM188.0 million pursuant to an Option Agreement entered into on 14 July 2003. 

17. Status of Material Litigation 

   Maxisegar Sdn Bhd V Silver Concept Sdn Bhd

      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 defence 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 4 April to 8 April 2004 and the date for the continued hearing is yet 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

      i) 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 RM20.522 million and the weighted average number of ordinary shares outstanding during the quarter was 563,551,340.

ii)Diluted earnings per share

For the purpose of calculating diluted earnings per share, the weighted average number of ordinary shares in issue during the financial period have been adjusted for the effect of dilutive potential ordinary shares from the conversion of the ICULS 2003/2005, ICULS 2003/2006, Warrants 2000/2005and ICPS 2003/2008. The adjusted weighted average number of ordinary shares is the weighted number of ordinary shares which will be issued on the conversion of outstanding ICULS, Warrants and ICPS into ordinary shares. The ICULS, Warrants and ICPS are deemed to have been converted into ordinary shares at the date of the issue of the Warrants.

	
	RM’000

	Net profit for the period
	20,522

	Add : Assumed savings in interest on ICULS and ICPS, net of tax
	1,022

	
	21,544

	
	

	
	Units

	Weighted average number of ordinary shares in issue
	563,551,340

	Effect of 7 % 2003/2005 ICULS conversion at RM1.00 per ICULS
	27,563,636

	Effect of 7 % 2003/2006 ICULS conversion at RM1.00 per ICULS
	690,640

	Effect of 2003/2008 ICPS conversion at RM1.00 per ICPS 
	42,250,066

	
	

	Adjusted weighted average number of ordinary shares for calculating dilute earnings per ordinary shares
	634,055,682

	
	

	Fully diluted earnings per ordinary share (sen)
	3.40


            The warrants 2000/2005 are anti-dilutive and are ignored in the calculation of diluted earnings per share. 

19. Current Year Prospects

With the implementation of the Merger exercise on 3 November 2003, the Group has  realigned and reorganised its resources and the synergy derived from the enlarged position has enabled the Group to be more efficient and productive. 

This, coupled with strong demand for residential properties, the Board is confident that barring unforeseen circumstances the enlarged Group will perform better than the previous year.  

By order of the Board

Lim Mei Yoong

Company Secretary
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