EUROPLUS BERHAD (520-H)

Notes to the Interim Financial Reporting ended 30 June 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 accounting policies and method of computation in its quarterly statements consistent with the last audited statement of 31 March 2003 and applicable approved accounting standards of the Malaysian Accounting Standard Board became effective during the current financial period.

2.
Annual Audit Report
There was no qualification on the annual audit report of the last 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 is no issuance and repayment of ICULs and equity securities, share buy-back, shares cancellation, shares held as treasury shares during this quarter under review.

6.
Dividend


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 those disclosed in note 14.

8.
Changes in the composition of the Company and the Group

The Company’s subsidiary, Pembangunan Bukit Beruntung Sdn Bhd has on 24 April 2003 been voluntary struck off and removed from the register by the Companies Commission of Malaysia pursuant to powers conferred by subsection 308(4) of the Companies Act, 1965 and accordingly dissolved.

9.
Segmental reporting

Industrial Segments
Property development
Recreational
Others
Eliminations
Consolidated


RM ’000
RM ’000
RM ’000
RM ’000
RM ’000

Revenue

  External sales

  Inter-segment sales
165,095

27,846
1,398

-
8

4,872
-

(32,718)
166,501

-


192,941
1,398
4,880
(32,718)
166,501








Results

  Segment result
15,407
(205)
(26)
660
15,836








  Profit from

    operations




15,836

  Finance costs




(3,225)

  Share of results

    from associated 

    company




113

  Interest income




2,028

  Profit before tax




14,752

  Income tax expense




(4,276)

  Profit after tax




10,476








Other Information

  Capital additions

  Depreciation and 

    amortisation
61

755
4

505
14

296
-

-
79

1,556








Consolidated

  Balance Sheet






  Segments assets
2,237,245
83,470
86,190
-
2,406,905

  Investment in 

    associated

     companies




57,659

  Total assets




2,464,564








  Segments liabilities
646,731
24,211
55,815
-
726,757

  Borrowings




785,508

  Tax liabilities




114,519

  Deferred taxation




3,212

  Total liabilities




1,629,996








Geographical Segments





Sales revenue by geographical market
Carrying amount of segment asset
Capital additions


RM ’000
RM ’000
RM ’000

Malaysia
166,501
2,392,903
79

China and Hong Kong
-
71,661
-


166,501
2,464,564
79






10.
Review of the Performance of the Company and its principal subsidiaries


1st quarter of Financial Year

(Apr’03 to Jun’03)

2004
4th quarter of Financial Year

(Jan’03 to Mar’03)

2003
1st quarter of Financial Year

(Apr’02 to Jun’02)

2003


RM ’000
RM ’000
%
RM ’000
%

Revenue
166,501
143,874
15.7
175,030
(4.9)

Profit after income tax, minority interest and extraordinary item
8,999
5,547
62.2
8,528
5.5








(a) Factors affecting the earnings and/or revenue of the Company and the Group for the current quarter and financial year to date

The group achieved revenue of RM166.5 million for three months ended 30 June 2003 (2002: RM175.0 million). The Group profit after income tax and minority interest increased by 5.5% from RM8.5 million for financial year 2003. The increase in profit is mainly due to drop in finance cost.

(b)
Comment on material change of results of 4th quarter and 3rd quarter of financial year 2003

For the 1st quarter of 2004, profit after income tax and minority interest of RM9.0 million compared with the RM5.5 million in the preceding quarter. The increase in turnover achieved was attributed by the aggressive and on-going marketing strategy by the Group.

11.
Explanation of variance between effective and statutory tax rate


2004


Current quarter ended 30 June

RM ’000
3 months cumulative to 30 June

RM ’000





Current tax expense
4,734
4,734

Deferred tax expense
(458)
(458)


4,276
4,276





Profit before taxation
14,752
14,752





Effective tax rate - %
29.0%
29.0%





The effective tax rate is higher than statutory tax rate of 28% due to absence of group tax relief for the tax suffered by certain subsidiary companies, non-deductible expenditure and amortisation of group cost of property development project.

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

There is no purchase and disposal of unquoted investments during this quarter save for disclosed on note 8, whereas there is disposal of 4 units of properties in Puchong Parade during this quarter and financial year up to 30 June 2003.

13.
Purchases or Disposal of Quoted Securities

There is no purchase or disposal of quoted securities during this quarter and financial year to 30 June 2003.

14.
Status of Corporate Proposals announced


14.1
Proposed Merger

On 15 June 2001, Commerce International Merchant Bankers Berhad (“CIMB”) on behalf of Europlus announced that Europlus, Talam Corporation Berhad (“Talam”) and Kumpulan Europlus Bhd (“KEB”) had on the same day 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 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”) approved the Proposed Merger on 10 September 2001 and 30 January 2003. 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 Europlus announced that Europlus, Talam and KEB had on the same day, entered into a supplemental agreement to vary certain terms of the Merger Agreement after taking into consideration the revised valuation on certain properties as approved by the SC vide its letters dated 16 May 2002 and 19 July 2002 (“Proposed Revision”). Consequently, Europlus has submitted an application on the Proposed Revision to the SC for approval on 17 September 2002.

On 23 January 2003, CIMB on behalf of Europlus had announced that the SC has, vide its letter dated 21 January 2003 (“Letter of Approval”), approved the Proposed Merger. The Company 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 the Company that the SC has on 28 April 2003 approved the appeal on certain conditions imposed by the SC on the properties of Europlus and Talam.  

The shareholders of the Company approved the Proposed Merger at the Court Convene Meeting and at an Extraordinary General Meeting held on 19 June 2003. The Company also obtained the approvals from the holders of 7% 2000/2005 Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) and the holders of 7% 2001/2006 ICULS on the Proposed Merger at separate meetings held on the same day. On 1 July 2003, the holders 

of Warrant 1995/2005 and the holders of Warrant 2000/2005 had also approved the Proposed Merger.

On 1 July 2003, the High Court of Malaya approved the members’ schemes 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 Proposed Merger is still subject to the approval of the Kuala Lumpur Stock Exchange for the listing and quotation of the various securities under the Proposed Merger.
14.2
Replacement Of Existing Outstanding Warrants

On 15 June 2001, the Company announced that the Replacement Warrants, which consist of the issuance of up to 65,895,984 new Warrants (after the adjustment to be made in accordance with the terms of the Deed Poll dated 25 November, 1994 as a result of the Proposed Rights Issue with Warrants) in substitution and cancellation of the outstanding 1995/2005 Warrants on the basis of one (1) replacement Warrant for every one (1) existing Warrant held, at an issue price of RM0.05 per Warrant, would be implemented as part of the Proposed Merger as mentioned above in Section 14.1. In connection to the Proposed Merger, the Company obtained the approval of its shareholders and the holders of Warrant 1995/2005 at an Extraordinary General Meeting and the Meeting of holders of Warrant 1995/2005 held on 19 June 2003 and 1 July 2003 respectively, to cancel the offer and issuance of the Replacement Warrants.

15.
Group borrowings and debt securities 


Secured
Unsecured
Total


RM ’000
RM ’000
RM ’000






Short term borrowings
479,118
15,065
494,183

Long term borrowings
291,325
-
291,325


770,443
15,066
785,508

The above are denominated in Ringgit Malaysia.

As at 30 June 2003, the Group has deposited a total amount of RM285.0 million into the sinking fund accounts to meet the above.

16.
Contingent Liabilities

The Company has provided corporate guarantee of RM738.3 million 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 loan of RM171,500 advanced to Khoo Ee Bee. 

Khoo Ee Bee has settled the matter with Europlus whilst the case against Ha Chi Kut has been part heard and the continued hearing is fixed on 8 September 2003, 9 September 2003 and 10 September 2003.

ii) LTIMS (“the Plaintiff”), an associated company of Europlus, 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 (“the Defendant”) for the recovery of the USD5 million being procurement fees paid to him in respect of the Technical Assistance Agreement for the lottery operations in China, detailed in paragraph (i) above.

A separate legal suit had also been filed on 17 April 1996 against Khoo Ee Bee, Khoo Ee Liam, Ha Chi Kut, Teoh Say Lin and Dr. Lee Keng Ho alleging conspiracy to defraud Europlus by representing that the Technical Assistance Agreement was valid when it was not.

Khoo Ee Bee, Teoh Say Lin and Dr. Lee Keng Ho have settled the case with Europlus. The Court held that the case against Khoo Ee Liam be tried in China instead of  Malaysia.

LTIMS has obtained judgement against Khoo Ee Liam for the USD5.0 mil in 1996. On 9 July 2002, for reasons best known only to the Chinese Judicial Authority, the First Intermediate Court in Beijing granted Khoo Ee Liam’s application on 2 June 2002 to reopen the case and cancelled the 1996 judgement in favour of LTIMS. The execution process was suspended and the case was retried on 25 September 2002, where the First Intermediate court in Beijing held in favour of the Defendant on grounds of purported defective document. The Plaintiff has appealed to the Beijing City High Court and the Appeal was heard on 25 March 2003.

The Beijing City High Court has struck out the judgement obtained by the Defendant in the Plantiff’s favour and the case has been referred to the Beijing First Intermediate Court for retrial.

iii) Perwira Indra Sakti Sdn Bhd (“PIS”) has obtained a judgment in default of appearance for a sum of RM9,363,278.03 against Temen Joint Venture Sdn Bhd (“TJVSB”) on 25 August 1999 for failure to complete the project work known as “Meadow Park Blok F”. TJVSB has been 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. 

18.
Earning 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 RM8,999,000 and the weighted average number of ordinary shares outstanding during the quarter of 268,577,000.

ii) Diluted earnings per share

The calculation of diluted basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM10,598,000 adjusted by the savings in interest of RM1,599,000 payable to Irredeemable Convertible Loan Stock (“ICULS”) holders assuming the said loan stock has been converted to ordinary shares as at 30 June 2003 and the adjusted weighted average number of ordinary shares outstanding during the quarter as calculated below.


      ’000

Weighted average number of ordinary shares as item (i) above
268,577

Effect of incremental ordinary shares on conversion of outstanding ICULS and warrants
190,038

Adjusted weighted average number of ordinary shares outstanding
458,615




19.
Current Year Prospects

The Group has reported commendable results for the quarter ended 30 June 2003 despite the challenging economic conditions. The Group is expected to face greater challenges in the current financial year in view of the uncertainties of the regional economies. However, the Board remains optimistic and confident on the overall outlook of the Group, mainly from the expected benefits of stimulus package announced by the Government to revive and maintain the growth of the property industry.

By order of the Board

Lim Mei Yoong

Company Secretary
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