TALAM CORPORATION BERHAD (1120-H)


Interim financial report for the period ended 31 January 2010


(The figures have not been audited)


NOTES TO CONDENSED FINANCIAL STATEMENTS


PART A: EXPLANATORY NOTES PURSUANT TO FRS 134

A1.
Basis of Preparation

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

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 January 2009. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the latest audited annual financial statements.

These 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 January 2009.

A2.
Seasonality or Cyclicality of Operations
The business operations of the Group are not affected by any material seasonal or cyclical factors.

A3.  
Unusual Items


The Group has recorded significant other income for the year to date of RM17.08 million from Liquidated and Ascertained Damages (“LAD”) claim received from a contractor for the late completion and delivery of construction work awarded.

There were no other unusual items that have material effects on the assets, liabilities, equity, net income, or cash flows for the current financial year. 

A4.
Material Changes in Estimates

There was no change to estimate that have a material effect in the current financial year.
A5.
Debt and Equity Securities

(a)
During the current year-to-date, the following securities were issued by the Company pursuant to the Regularisation Plan:

	
	No. of unit
	Amount (RM)

	Redeemable Convertible Preference Shares (“RCPS”) 2009/2014 of RM0.20 each  (Note 1)
	1,287,010,000
	257,402,000

	Redeemable Convertible Secured Loan Stock (“RCSLS”)–A 2009/2014 of RM0.20 each
	251,640,000
	50,328,000

	RCSLS–B 2009/2014 of RM0.20 each
	89,622,905
	17,924,581

	RCSLS–C 2009/2014 of RM0.20 each
	855,010,000
	171,002,000

	RCSLS–D 2009/2014 of RM0.20 each
	585,010,000
	117,002,000



Note 1

During the financial year, 458,043,207 RCPS 2009/2014 of RM0.20 were converted into 458,043,207 ordinary shares of RM0.20 each with a total value of RM91,608,640.
 (b)
The following ordinary shares of RM0.20 each were also issued:
	

	Current year Quarter  31 January 2010
	Current year To-Date 31 January 2010

	Pursuant to the conversion of RCPS 2009/2014 of RM0.20 each
	263,595,518
	458,043,203


A6.
Dividends 

No dividends have been paid since the beginning of the current financial year.
A7.
Segment Information

	
	12 months ended

31 January 2010
RM’000
	12 months ended

31 January 2009 

RM’000

	Segment Revenue

External Revenue
	
	

	Property Investment and Development
	233,448
	281,786

	Hotel and Recreation
	17,531
	19,492

	
	250,979
	301,278

	
	
	

	Segment Results
	
	

	Profit/(Loss) Before Tax

Property Investment and Development
	26,149
	68,417

	Hotel and Recreation
	(6,028)
	(7,854)

	
	20,121
	60,563


A8.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the latest audited annual financial statements.
A9.
Material Subsequent Events

There were no material events subsequent to the financial year that have not been reflected in the financial statements except as follows:
(a) Settlement of debts amounting to RM241,367,317.09 by the Company to Menteri Besar Selangor (Incorporated) by way of disposal of properties and cash payment (as announced on 12 March 2010).

The Company has on 12 March 2010 entered into a Settlement Agreement with Menteri Besar Selangor (Incorporated) [“MBI”] to dispose of properties amounting to RM330,461,378 to settle a sum of RM228,697,628 owing to MBI and amounts totaling RM101,763,750 due to financial institutions and secured creditors.

(b)
Proposed disposal of two pieces of land by Galian Juta Sdn Bhd, a wholly-owned subsidiary of the Company (as announced on 22 March 2010).

The subsidiary company has, on 19 March 2010, entered into two Sale and Purchase Agreements with Malaysian Allied Sciences Academy Sdn Bhd to dispose of  two pieces of land measuring 41.69 acres and 8.10 acres respectively for a total consideration of RM35,407,310.40.

A10.
Changes in the Composition of the Group

   There were no material changes in the composition of the Group for the current financial year.
A11.
Contingent Liabilities

The Company has provided the following corporate guarantees: 
	
	        RM’000

	To financial institutions for
	

	· facilities granted to subsidiaries

· facilities granted to jointly controlled entities
	206,920

21,650

	
	

	To non-financial institutions for
	

	-  facilities granted to subsidiaries
	117,000

	-  purchase of land by subsidiaries
	201,634


A12.
Capital Commitments

The Company has a capital commitment of RM87,066,000 pursuant to the Option Agreement entered on 10 January 2005 in relation to the Sukuk Al-Ijarah Issuance of RM150 million. 

PART B: EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD 

B1.
Review of Performance 

The Group recorded revenue of RM72.88 million for the current quarter which is a decrease of 49.36% over the corresponding quarter of the preceding year. This was mainly due to lower progress billings generated from the development projects during the current quarter under review.

The Group recorded a pre-tax profit for the current quarter of RM10.59 million which is RM25.27% lower compared to RM14.17 million achieved in the preceding year corresponding quarter.  The reported profit of the preceding year corresponding quarter was higher mainly attributable to the reversal of finance cost upon completion of restructuring and settlement of overdue debts under the Regularisation Plan.
The Group recorded a lower revenue of RM250.98 million for the current financial year, a decrease of 16.70% compared to the preceding year of RM301.28 million. The lower revenue achieved was due to lower progress billings generated from the development projects. The Group’s pre-tax profit for the current financial year amounted to RM20.12 million which is 66.67% lower compared to RM60.56 million achieved in the preceding year.  The preceding year pre-tax profit was higher mainly due to substantial other income arising from reversal of finance cost upon completion of restructuring and settlement of overdue debts under the Regularisation Plan.
B2. 
Comparison with Preceding Quarter’s Results
The Group recorded higher pre-tax profit for the current quarter of RM10.59 million compared to RM6.95 million of the immediate preceding quarter. The higher pre-tax profit for the current quarter was mainly due to recognition of sale of a development property by a subsidiary during the current quarter under review.
B3.
Prospects
The Group will continue to complete the balance of the development projects.  The Group will also dispose of land and properties which are in excess to the Group’s requirement, to generate cash and to settle long outstanding liabilities.  The Group will also launch new projects once approvals have been obtained from the relevant authorities.  The ensuing year shall remain a challenging one for the Group, even though the Group may soon apply for upliftment of its PN17 status. 

B4.
Profit Forecast and Guarantee

This note is not applicable.

B5.
Income Tax Expense
	Group
	Current Quarter ended

31 January 2010
RM '000 
	12 months Cumulative to

31 January 2009

RM '000

	Current tax expense
	5,451 
	10,923

	Under provision of prior year tax expense
	-
	134

	
	5,451
	11,057

	Deferred taxation
	594
	594

	
	6,045
	11,651

	Profit before taxation
	10,591
	20,121

	Effective tax rate
	57.08%
	57.90%


The effective tax rate is higher than the statutory tax rate because of losses incurred by certain subsidiaries in the Group are not available for group tax relief.
B6.
Disposal of Unquoted Investments and/or Properties
There is no sale of unquoted investment or properties during the quarter under review.

B7.
Purchase or Disposal of Quoted Securities

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

B8.
Status of Corporate Proposals

The proposals under the Company’s Regularisation Plan as approved by the Securities Commission (“SC”) have been completed, upon the listing and quotation of the RCPS, RCSLS-B, RCSLS-C and RCSLS-D on the main board of Bursa Securities on 1 July 2009. The Company shall apply to Bursa Securities for uplifting of the PN17 status as soon as the last few defaulted loans with the lenders are settled.
  B9.
Group Borrowings and Debt Securities

The Group’s borrowings and debt securities as at 31 January 2010 are as follows:
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short term borrowings
	290,093
	29,286
	319,379

	Long term borrowings

RCSLS-A

RCSLS-B

RCSLS-C

RCSLS-D
	218,866
50,328

17,925

171,002

117,002
	-
-
-
-
-
	218,866
50,328

17,925

171,002

117,002

	
	865,216
	29,286
	894,502

	
	
	
	

	
	
	Foreign
	RM

	Foreign currency borrowings included above:
	
	Currency
	Equivalent

	
	
	’000
	’000

	Chinese Renminbi
	
	87,999
	42,779


B10.
Off Balance Sheet Risk Financial Instruments

The Group did not contract for any financial instruments with off balance sheet risk as at the date of this announcement.

B11.
Material Litigation 

The Group is not engaged in any material litigation for the current financial year which exceeds 5% of the Group’s net assets.
B12.
Proposed dividend 

No dividend has been declared for the current and preceding financial year to-date.

B13.
Earnings Per Share
a)
Basic earnings per share

Basic earnings per share is calculated by dividing the net profit for the year attributable to equity holders of the Company by the weighted average number of ordinary shares in issue during the financial period/year, excluding treasury shares held by the Company.

	 
	Current Quarter ended

31 January 2010
	12 months Cumulative to

31 January 2010

	Profit attributable to equity holders of 

 the Company (RM’000)
	4,536 
	7,090

	Weighted average number of ordinary shares   in issue, excluding treasury shares (’000)
	1,975,071
	1,975,071

	Basic earnings per share (sen)
	0.23
	0.36


b) Diluted earnings per share
For the purpose of calculating diluted earning per share, the net profit for the year attributable to equity holders of the Company and the weighted average number of ordinary shares in issue during the financial year have been adjusted for the effects of dilutive potential ordinary shares from conversion of RCPS and RCSLS. The adjusted weighted average number of ordinary shares is the weighted average number of ordinary shares which would be issued on the conversion of the outstanding RCPS and RCSLS into ordinary shares. The RCPS and RCSLS are deemed to have been converted into ordinary shares at the date of issuance.
	 
	Current Quarter ended

31 January 2010
	12 months Cumulative to

31 January 2010

	Profit attributable to equity holders of 

  the Company (RM’000)
	4,536 
	7,090

	Weighted average number of ordinary shares 

  In issue, excluding treasury shares (’000)
	1,975,071
	1,975,071

	Adjustment for assumed conversion of 

  RCPS (’000)
	828,960
	828,960

	Adjustment for assumed conversion of 

  RCSLS (’000)
	1,781,280
	1,781,280

	Adjusted weighted average number of 

Ordinary shares in issue and issuable (’000) 
	4,585,311
	4,585,311

	Fully Diluted earnings per share (sen)
	0.10
	0.15


B14.
Annual Audited Report

There was no qualification on the annual audit report of the preceding financial year save for the auditors’ report of certain subsidiaries for the preceding financial year as follows:

(1)
Audit emphasis of matters on certain subsidiaries:

(i)
appropriateness of going concern basis of accounting used in preparation of financial statements.

(2)
Audit qualifications on certain subsidiaries:

(i) the auditors have not obtained sufficient evidence to satisfy themselves  as to the existence and ownership of the associates and impairment losses on the investment in and amount due from associates in the financial statements are appropriate.

(ii)
the auditors have not obtained sufficient evidence to satisfy themselves whether impairment losses on the investment in and amount due from subsidiaries in the financial statements are appropriate.

B15.
Authorization for Issue
The interim financial reports were authorized for issue by the Board of Directors in accordance with a resolution of the Directors on ​​​​​​​​​​​​​​​24 March 2010.

By order of the Board

Wong Soon Kiong

Company Secretary
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