EUROPLUS BERHAD (520-H)

Note To The Interim Financial Report Ended 30th September 2002

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 accounting policies and method of computation in its quarterly statements consistent with the last audited statement of 31st March 2002 and applicable approved accounting standards of the Malaysian Accounting Standard Board became effective during the current financial year.

2.   Annual Audited Report

      There was no qualification on the annual audit report of preceding financial year. 

3.   Seasonality or cylicality of operations

The business operations of the group is 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 is no issuance and repayment of equity securities, share buy back, shares cancellation, shares held as treasury shares and resale of treasury shares during this quarter under review. However there was repayment of debt in the quarter ended amounted to RM 34.45 million and this is categorized as RM20.61 million of term loan, RM2.89 million of bridging loan, RM0.59 million of revolving credit and RM10.36 million of Islamic Overdraft.  

6.   Dividend

The cumulative year to date interim dividend declared by the director is RM 3,867,506 (2% less 28% tax). The interim dividend will be paid on 15th November 2002 and there is no dividend paid during the quarter under review.

7.   Subsequent Event 

There are no material events subsequent to the end of the quarter under review other than those disclosed in note 14.

8.   Changes in the composition of the Company

      Rich Growth Holdings Limited and Getrich Investments Limited (both subsidiary companies were incorporated in Hong Kong) were deregistered during the quarter under review.

9. Segmental Reporting
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10. Review of the Performance of the Company and its’ Subsidiaries  
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(a) Factors affecting the earnings and/or revenue of the company and group for the current quarter and financial year to-date.

The group achieved a turnover of RM319.54 million for six month ended 30 September 2002 (2001: RM283.09 million). However, group pre-tax profit decreased by 22.42% to RM31.53 million compared with RM40.64 million in year 2001. The lower pre-tax profit is mainly due to lower margin achieved with higher overhead incurred.

(b) Comment on material change of results of 2nd quarter and 1st quarter of financial year 2003 

For the second quarter of 2003, there was a profit before tax of RM 17.37 million compared to the profit of RM 14.17 million reported in the preceding quarter.  

11. Explanation of variance between effective and statutory tax rate
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The effective tax rate is higher than 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 investments or properties during this quarter and financial period to 30th September 2002.

13. Purchase of Disposal of Quoted Securities

There is no purchase or disposal of quoted investments during this quarter and financial period to 30th September 2002.

14.  Status of Corporate Proposals announced

A
Proposed Merger





















On 15 June 2001, Commerce International Merchant Bankers Berhad ("CIMB") on behalf of Europlus announced that Europlus, Talam and Kumpulan Europlus Sdn Bhd ("KEB") had on 15 June 2001 entered into an agreement ("Merger Agreement") to rationalise the businesses of Europlus and Talam including the merger of the property related businesses of Europlus and Talam ("Proposed Merger").

Subsequently, CIMB on behalf of Europlus 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 Europlus and Talam and their respective subsidiaries as valued by the independent valuers jointly appointed by the Boards of Europlus and Talam. 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") and the Economic Planning Unit had approved the Proposed Merger on 10 September 2001 and 29 January 2002 respectively.  Subsequently, the Ministry of International Trade and Industry ("MITI") had vide its letter dated 20 March 2002 approved the Proposed Merger.


On 17 October 2002, CIMB on behalf of Europlus announced that Europlus, Talam and KEB had on 17 October 2002, entered into a supplemental 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 letters dated 16 May 2002 and 19 July 2002 ("Proposed Revision").  Consequently, the Proposed Revision was submitted to the SC for approval on 17 October 2002.  On 1 November 2002, CIMB has on behalf of Europlus notified FIC and MITI on the Proposed Revision.

The details of the Proposed Revision can be referred to the announcement dated 17 October 2002.












A new step is proposed to be introduced prior to the Proposed Merger involving the reorganisation by Europlus of its recreational and leisure related investment properties under a wholly-owned subsidiary ("Newco").  The recreational and leisure related investment properties proposed to be reorganised under Newco are as follows:

(i)
100% of the equity interest in Bukit Beruntung Golf & Country Resort Berhad ("BBGCR");

(ii)
100% of the equity interest in Bukit Khazanah Sdn Bhd ("Bukit Khazanah"), which owns both Pandan Lake Club Bhd and Pandan Perdana Recreation Club Sdn Bhd;  and

(iii)
The land held under H.S.(M) 33339 PT 3623, Mukim of Ampang, District of Ulu Langat, Selangor together with the development thereon known as Pandan Safari Lagoon Shopping Complex and Water Theme Park including a term loan of RM20.862 million secured against the said property, plus interests up to the date of implementation.

The reorganisation will be based on the net book values of the subsidiaries / assets transferred to Newco as at the date of implementation.












Upon the completion of the Proposed Carve-Out, Europlus and Talam will proceed with the proposed merger of Europlus and Talam.  Due to revisions to the valuation of certain of the properties of Europlus and Talam and the inclusion of the Proposed Carve-Out, the terms of the Proposed Merger are proposed to be revised.












The significant revisions made to the Proposed Merger are the introduction of the Proposed Carve-Out and the settlement by KEB of amounts owing to Europlus ICULS1 and Europlus ICULS2 holders by way of transfer of Talam ICULS1 and Talam ICULS2 respectively, as compared to transfer of Talam Shares.  The revisions to the other terms of the Proposed Merger are consequential changes which stem from the revised valuations of the properties of the Europlus Group and Talam Group, as approved by the SC and the Proposed Carve-Out.














B) Tenancy Agreement Between Pandan Indah Medical Management Sdn Bhd and Hospital 

     Pandan Indah Sdn Bhd(formerly known as Carta Ambang Sdn Bhd)   

On 7 June 2002, Pandan Indah Medical Management Sdn Bhd (“PIMM”), a company which Europlus and Talam has effective interest of 50% respectively and Maxisegar Sdn Bhd, a     wholly owned subsidiary of Talam, entered into a Tenancy Agreement with Hospital Pantai     Indah Sdn Bhd, a wholly owned subsidiary of Pantai Holdings Berhad, to rent a hospital     office building, and medical officers’ block with a total built-up area of 218,972 square feet     together with car park bays for a long term lease.  

C) Amendments To The Articles of Association of Europlus

In view of the Proposed Merger stated in item(a) above, the Company had on 17 October 2001 sought an extension of time from the Kuala Lumpur Stock Exchange (“KLSE”) to amend the Articles of Association of Europlus. On 8 November 2001, the KLSE had approved the Company’s application for an extension of time to amend the Articles of Association by 30 June 2002.

   Subsequently, Europlus has on 11 June 2002 applied to the KLSE for a further extension of       time to 30 September 2002 to amend its Articles of Association of which the approval was    obtained on 23 July 2002. The shareholders of the Company have approved the amendments to the Articles of Association of Europlus at the 71st Annual General Meeting held on September 25, 2002.  

15.  Group borrowings and Debt Securities
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16. Contingent Liabilities

The company has provided corporate guarantee of RM 822,761,868 to certain subsidiaries for credit facilities granted. 

17. Status of Material Litigation
i) 

A legal suit was filed in 16 February 1995 in Malaysia against Khoo Ee Bee and Ha Chi Kut ("the Defendant") for misrepresentations regarding the contents and validity of the Technical Assistance Agreement dated 4 January 1993 (entered into between Larut Talam International Management Services Ltd ("LTIMS") and Jilin Social Welfare and Charity Foundations) and for the recovery of the loan of RM171,500 advanced to Khoo Ee Bee.  Khoo Ee Bee has settled the case with Europlus.  The case against Ha Chi Kut is now part heard and the continued hearing is fixed for 29 January 2003, 30 January 2003 and 31 January 2003.


ii)

Europlus' associated company LTIMS had on 31 October 1994 commenced a civil suit in the Beijing Intermediate Court of the People's Republic of China against Khoo Ee Liam for the recovery of the US$5 million being procurement fees paid to him in respect of the Technical Assistance Agreement for the lottery operations in China.  

LTIMS has obtained judgment against Khoo Ee Liam in 1996. On 9 July 2002, for reasons best known only to the Chinese Judicial Authority, the First Intermediate court in Beijing has granted Khoo Ee Liam's application on 2 June 2002 to reopen the case and cancelled the 1996 judgment.  The execution process is suspended and the case was retried on 25 September 2002 where the First Intermediate court in Beijing had held in favour of the Defendant on grounds of purported defective document.  The Plaintiff has appealed and currently waiting for the date of Appeal to be fixed.


iii) 

Perwira Indra Sakti Sdn Bhd ("PIS") has obtained a judgement in default of appearance against Temen Joint Venture Sdn Bhd ("TJVSB") on 25 August 1999 for failure to complete the project work known as "Meadow Park Blok F" for a sum of RM9,363,278.03.  TJVSB has wound up and PIS has filed a Proof of Debt with the Official Assignee ("OA") on 20 December 2000.   The OA has yet to notify PIS on the date of the creditors meeting.

iv)

Talam Industries Sdn Bhd ("1st Plaintiff"), Noble Rights Sdn Bhd ("2nd Plaintiff"), Maxisegar Sdn Bhd ("3rd Plaintiff"), Kenshine Corporation Sdn Bhd ("4th Plaintiff"), Perwira Indra Sakti Sdn Bhd ("5th Plaintiff") and Europlus Berhad ("6th Plaintiff") have jointly filed a writ of summons against Tenaga Nasional Berhad on 7 December 2000 for an aggregate amount of RM7,003,606.63 and a declaration that the Defendant shall pay liquidated and ascertained damages which have been paid and to be paid by 1st, 2nd, 3rd, 4th, 5th, and 6th Plaintiffs to the purchasers of Plaintiffs' development projects.  The Court has fixed 19 March 2003 for both parties to settle the matter amicably.


v)

On 15 August 2002, a notice of Winding Up Petition ("the Petition") against Ukay Land Sdn Bhd ("Ukay Land"), a 100% owned subsidiary of Europlus Berhad, was advertised in the local newspaper in respect of a claim of RM37,034.40 being liquidated damages pursuant to a Sale and Purchase Agreement of the purchase of a shopoffice.  The petition was not served on Ukay Land.













Ukay Land had on 19 August 2002 filed in applications to strike out the Petition and for an injunction.  The application for striking out the Petition was heard on 5 November 2002 and the Petition was struck out with the consent of both parties.













Ukay Land has also filed in a Writ on 19 August 2002 to claim damages including damages for RM20,000,000 for libel/defamation from solicitors, Messrs Armiy Rais, Ong, Wong & Ng and the petitioners, Loke Kok Meng and Loh Lai Koon, together with Lim Yeong Tean on the ground of abuse of process, malicious prosecution, conspiracy and defamation.  Judgment in Default was filed on 11 September 2002.  Stay of proceeding by the Defendants was filed on 4 October 2002.  Following an amicable global settlement which includes a public apology in the mass media by the above Defendants, the suit was withdrawn on 5 November 2002.  Consequently, the Judgment in Default was set aside by the Court.

18. Earnings Per Share
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 RM 19,713,055 and the weighted average number of ordinary shares outstanding during the quarter of  268,576,837.

Diluted earnings per shares

The calculation of diluted earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM 19,713,055 adjusted by the saving in interest of RM 3,198,511 payable to Irredeemable Convertible Unsecured Loan Stock (ICULS) holders assuming the said loan stock has been converted to ordinary shares as at September 30, 2002.

Weighted average number of the ordinary shares (diluted)            

                                                                                                                    RM’000

Weighted average number of the ordinary shares




268,577
Effect of incremental shares on conversion of outstanding 

     loan stock and warrants                                                  


190,039

Weighted average number of ordinary shares (diluted)



458,616 

19. Current Year Prospects
The Government has introduced various policy measures to stimulate the property industry, among others including stamp duty waiver for the purchase of residential properties and allowing the withdrawal of Employees Provident Fund for the purchase of second home. This coupled with attractive housing loan packages has contributed positively to sale of properties.

The Group has taken all necessary steps to minimize the impact during the Government’s effort to legalize foreign workers, which includes active participation in the recruitment and coordination process taken by the contractors in recruiting foreign workers. Barring any unforeseen circumstances, the directors do not expect any significant changes to the full year results for the current financial year as compared to the previous financial year.

By order of the Board

Lim Mei Yoong

Company Secretary 
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