KUMPULAN EUROPLUS BERHAD (534368-A)

UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE PERIOD ENDED 
31 OCTOBER 2004
NOTES TO THE INTERIM FINANCIAL STATEMENTS


1. Basis of Preparation 
The interim financial statements are unaudited and have been prepared in compliance with MASB 26 - `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 financial year ended 31 January 2004.
The same accounting policies and methods of computation are followed in the interim financial statements as compared with the audited financial statements for the financial year ended 31 January 2004.

2.
Auditors Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 31 January 2004 was not qualified.

3.  
Comments About Seasonal or Cyclical Factors
The business operations of the Group are not affected by any material seasonal or cyclical factors.
4.  
Unusual Items Due to their Nature, Size or Incidence

There were no unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group in the current quarter. 
5.
Changes in Estimates
There were no changes in estimates that have a material effect in the current quarter.
6.  
Debt and Equity securities  
In the first quarter, the Company increased its issued and paid-up share capital from RM473,494,383 to RM473,496,765 by way of the issuance of 2,382 ordinary shares of RM1 each pursuant to the exercise of 1,300 Warrant 1 2003/2005 and 1,082 Warrant 2 2003/2005 in the Company by the holders of the warrants. 
In the second quarter, the Company increased its issued and paid-up share capital from RM473,496,765 to RM473,691,765 by way of the issuance of 195,000 ordinary shares of RM1 each pursuant to the exercise of the 195,000 Warrant 1 2003/2005 in the Company by the holders of the warrants.
As at 31 October 2004, there were 42,167,586 Warrant 1 2003/2005 and 28,041,317 Warrant 2 2003/2005 , which have not been exercised. 
On 16 December 2004, the Company announced to the holders of the Warrant 1 2003/2005 in relation to the expiry and final exercise of the Warrant 1 2003/2005. All the outstanding 42,167,586 Warrant 1 2003/2005 will expire on the close of business at 5.00 p.m. in Malaysia on Wednesday, 19 January 2005.  The 42,167,586 Warrant 1 2003/2005 will be removed from the Official List of Bursa Malaysia Securities Berhad from 9.00 a.m. on Thursday, 20 January 2005.

Please refer to the Company’s announcement dated 16 December 2004 for details.

Except for the above, there were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current financial period. 
7.   Dividend

The directors do not recommend the payment of any dividend for the current financial period.

At the third Annual General Meeting of the Company held on 27 July 2004, the shareholders approved the payment of a final dividend of 3% less 28% income tax (2.2 sen net per ordinary share) of RM10.2 million in respect of the financial year ended 31 January 2004. The final dividend was paid on 26 October 2004.
The final dividend is accounted for in the shareholders’ equity as an appropriation of retained profits in the current financial period.

8.  
Segmental Information

The segmental information for the nine months ended 31 October 2004 is as follows:


[image: image1.emf]           FP 2005           FP 2004

Revenue Net Profit Revenue Net Profit

RM'000 RM'000 RM'000 RM'000

Property development (associate) -                55,653         -               -                

Construction 146,683      10,508         -               -                

Manufacturing 15,531        2,545           -               -                

Plantation -                (211)            -               -                

162,214      68,495         -               -                

Unallocated corporate expenses -                (3,541)          -               -                

Profit before interest and tax 162,214      64,954         -               -                

Finance costs -                (345)            -               -                

Profit before tax 162,214      64,609         -               -                

Taxation -                (19,611)        -               -                

Minority interests -                109              -               -                

Net profit for the period 162,214      45,107         -               -                


9.
Property, Plant and Equipment Bought Forward

The valuation of property, plant and equipment has been brought forward, without amendment from the previous annual financial statements.
10.
Material Contracts and Subsequent Events
(a)
As announced by the Company on 15 January 2004, the Selangor State Government (“the Government”) has awarded the construction of the Flood Mitigation Project (“FMP”) and the Shah Alam – Shah Alam 2 Expressway (“SAE”) to a subsidiary of the Company, Canal City Construction Sdn Bhd (“CCCSB”; formerly known as Macro-Diversified Sdn Bhd). As payment for the FMP and SAE, the Government has alienated 5,439 acres of leasehold land to Permodalan Negeri Selangor Berhad (“PNSB”), a corporate shareholder of CCCSB, which has granted the power, rights and benefits to CCCSB in accordance with the Joint Venture/Shareholders’ Agreement, including the power to sell the alienated land to established developers to finance the project costs of the FMP and SAE.
Of the 5,439 acres of leasehold land alienated to PNSB, approximately 4,400 acres of land will be sold (“Saleable Land”) to fund the FMP and SAE whilst the balance of 1,039 acres will be utilised for public amenities such as canals and retention ponds.

(b)
On 28 May 2004, CCCSB and PNSB entered into a Sale and Purchase Agreement (“S&P Agreement”) with Dragon Maple Sdn Bhd (“DMSB”) to dispose 1,304 acres of the Saleable Land for a total consideration of RM412.2 million (“Purchase Consideration 1”). The Purchase Consideration 1 was payable by DMSB over a period of 5 years. 

The transaction contemplated under an agreement lapsed on 21 September 2004. As at the expiry of 21 September 2004, DMSB had yet to provide any consideration including the 2% of the purchase price being the first installment amounting to RM8,244,000. 

On 7 September 2004, the Company issued a notice requesting DMSB to pay the said sum within 14 days from the date of the notice. The said notice lapsed on 21 September 2004.
As a consequence, the Company has the right to sell the 1,304 acres to other parties. 


Please refer to the Company’s announcements dated 28 May 2004 and 22 September 2004 for details.
(c)
On 12 August 2004, CCCSB and PNSB entered into a S&P Agreement with Astaka Tegas Sdn Bhd (“ATSB”) to dispose 1,750 acres of the Saleable Land for a total consideration of RM587.4 million (“Purchase Consideration 2”). The Purchase Consideration 2 will be paid by ATSB over a period of 7 years and will be utilised to fund the FMP and SAE. 
      The disposal was approved by the shareholders of the Company at the Extraordinary General Meeting (“EGM”) held on 8 December 2004, but is pending the approval of the Foreign Investment Committee (“FIC”).

11.  Changes in the composition of the Group  

(a) On 10 March 2004, to facilitate the commencement of work on the Flood Mitigation Project as mentioned above, the Company obtained funds of RM27.9 million as an interim measure for the Flood Mitigation Project by way of transfer of 18 million ordinary shares in Talam to a licensed Malaysian financial institution at RM1.55 per share. As funds are required as a short term measure, the Company intends to return the Company’s shareholding in Talam to its original shareholding upon finalisation of the financing for the Flood Mitigation Project. The shares represent approximately 3.19% of the voting share capital of Talam as at the date of the transfer.
(b) On 23 March 2004, Talam ceased to be a subsidiary of the Company due to the conversion of Irredeemable Convertible Unsecured Loan Stocks in Talam (“Talam ICULS”) by the Talam ICULS holders resulting in the dilution of the Company’s interest in Talam to 49.96%. As at 31 October 2004, the company’s interest in Talam was reduced further to 47.8% following the conversion of Talam ICULS and Irredeemable Convertible Preference Shares in Talam (“Talam ICPS”).
(c) On 19 April 2004, the Company acquired 2 ordinary shares of RM1.00 each in the issued and paid up share capital of Angsana Mestika Sdn Bhd (“AMSB”), a company incorporated in Malaysia, representing the entire issued and paid up capital of AMSB, for a consideration of RM2.00. AMSB is currently dormant.
(d) On 12 August 2004, a subsidiary of the Company, KEB Builders Sdn Bhd entered into a Shareholders’ Agreement with IJM Construction Sdn Bhd, a subsidiary of IJM Corporation Sdn Bhd, to establish a 50:50 joint venture company, Ambang Usaha Sdn Bhd, to undertake the construction of the FMP and SAE, and the construction in respect of the development of the land proposed to be disposed to ATSB.

(e) On 30 August 2004, the Company and Talam entered into three (3) separate S&P Agreements in relation to the acquisitions by KEURO of the following: 
i.
the entire issued and paid-up share capital of Talam Trading Sdn Bhd (“TTSB”), comprising 500,000 ordinary shares of RM1.00 each in TTSB, for a purchase consideration of RM6,684,993;
ii.
the entire issued and paid-up share capital of Talam Leasing Sdn Bhd (“TLSB”), comprising 6,000,000 ordinary shares of RM1.00 each in TLSB, for a purchase consideration of RM9,615,001; and
iii. the entire issued and paid-up share capital of Ambang Vista Sdn Bhd (“AVSB”), comprising 2 ordinary shares of RM1.00 each in AVSB, for a purchase consideration of RM1.
(Collectively, the Proposals)

On 27 October 2004, the Company announced that the Foreign Investment Committee (“FIC”) has approved the Proposals via their letter dated 18 October 2004 subject to AVSB increasing its issued and paid up share capital from RM2.00 to RM250,000 within six months from the date of the FIC’s approval.

On 8 December 2004, the Company announced that its shareholders have approved the Proposals at the EGM held on 8 December 2004.
(f) On 17 September 2004, a wholly-owned subsidiary of the Company, KEB Management Sdn Bhd (formerly known as KLPB Selangor Sdn Bhd) acquired and subscribed for a total of 70 ordinary shares of RM1.00 each, representing 70% equity interest in Irama Bijak Sdn Bhd (“IBSB”), for a total consideration of RM70. IBSB is currently dormant and its intended principal activity is to carry on a quarry business.

12.
Contingent liabilities / assets

As at 31 October 2004, the Company has provided corporate guarantees amounting to RM38.3 million for credit facilities granted to certain subsidiaries of the Company.
13. Review of  Performance 
	
	Third Quarter

FP 2005

1.8.2004 - 31.10.2004
	Second Quarter

FP 2005

1.5.2004 – 31.7.2004
	
	Third Quarter

FP 2004

1.8.2003 - 31.10.2003
	

	
	RM’000
	RM’000
	%
	RM’000
	%

	
	
	
	
	
	

	Revenue
	83,087      
	     38,713
	115%
	NA
	NA

	
	
	
	
	
	

	Profit before tax and share of 
	
	
	
	
	

	   results of an associate
	2,360
	      2,403 
	-2%
	NA
	NA

	Share of results of an associate
	21,727
	     18,887 
	15%
	NA
	NA

	Profit before taxation
	24,087      
	     21,290 
	13%
	NA
	NA

	
	
	
	
	
	


Current quarter and financial year to date

The revenue and profit before taxation of the Group for the financial period ended 31 October 2004 were RM162.2 million and RM64.6 million respectively. The profit before tax of RM64.6 million includes the share of profit before taxation from its associate, Talam, of RM55.7 million.
The results of the Group for the financial period ended 31 October 2004 was lower than expected due to the delayed implementation and construction of both the FMP and SAE.

The Company was dormant prior to the Merger, which was only implemented on 3 November 2003 and completed on 12 January 2004. Accordingly, there is no revenue in the preceding year corresponding quarter.

Comparison with Preceding Quarter’s Results 

The revenue for the current quarter of RM83.1 million is 115% higher compared to the revenue for the preceding quarter ended 31 July 2004 of RM38.7 million. The profit before taxation for the current quarter of RM24.1 million is 13% higher compared to the profit before taxation for the preceding quarter of RM21.3 million.
The share of profit from Talam improved by 15% from RM18.9 million in the second quarter to RM21.7 million in the third quarter due to the reduction in construction costs brought about by Talam’s initiatives in value engineering.
14.
Prospects


With the billings from the contracts in hand and the expected improved performance of the Group’s associate, Talam, it is envisaged that the Group’s performance for FP 2005 will be satisfactory.

15. Profit Forecast and Guarantee

No profit forecast or guarantee was issued in respect of the current financial year.

16. 
Taxation
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Financial

Quarter

Year to date

RM '000

RM '000

Major components of tax expense :

Current tax expense

7,628

         

 

19,611

        

 

Profit before taxation

24,087

       

 

64,609

        

 

Effective Tax Rate

32%

30%


Income tax is calculated at the Malaysian statutory tax rate of 28% of the estimated assessable profit for the year. Taxation for small and medium scale subsidiaries with paid up capital of RM2,500,000 and below are calculated at the rate of 20% on the chargeable income of up to RM500,000. For chargeable income in excess of RM500,000 the statutory tax rate of 28% is applicable.

The effective tax rates for the periods presented above are higher than the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against the taxable profits made by other subsidiaries, and certain expenses which are not deductible for tax purposes.

17.
Disposal of Unquoted Investments and/or Properties 

Other than as disclosed in Note 10, the Group did not undertake any sale of unquoted investments and properties in the current financial period. 
18. Purchase or Disposal of Quoted Securities

The Group did not purchase or dispose any quoted securities in the current financial period.
19. Status of Corporate Proposals announced 

There are no outstanding corporate proposals as at the date of this announcement, except for the FIC’s approval for the disposal of 1,750 acres of the Saleable Land to ATSB as disclosed in Note 10(c).
20. Group borrowings and Debt Securities
	
	RM’000

	
	

	Short Term Borrowings
	

	  Secured
	51,022

	  Unsecured
	516

	
	51,538

	
	

	Long Term Borrowings
	

	  Secured
	101,002

	  Unsecured
	-

	
	101,002


The borrowings were mainly obtained to fund the construction contracts of the Group. Accordingly, the financing costs incurred on these borrowings have been provided for in the construction contracts. The other borrowings of the Group were used to finance the manufacturing activities of the Manufacturing Division.

21.
Financial instruments
The Group did not contract for any financial instruments with off balance sheet risk as at the date of this announcement.

22. Material Litigation 

There is no pending material litigation as at the date of this announcement.
23. Earnings Per Share

Earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.


[image: image3.emf]3 months  9 months

ended ended

31.10.2004 31.10.2004

Net profit for the period (RM'000) 16,724             45,107           

Weighted average number of ordinary 

  shares in issue ('000) 473,583           473,583         

Basic earnings per share (sen) 3.5                  9.5                

 
By order of the Board

Lim Mei Yoong

Company Secretary
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										ended				ended

										31.10.2004				31.10.2004

		Net profit for the period (RM'000)								16,724				45,107

		Weighted average number of ordinary

		shares in issue ('000)								473,583				473,583

		Basic earnings per share (sen)								3.5				9.5
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														Current		Financial

														Quarter		Year to date

														RM '000		RM '000

				Major components of tax expense :

						Current tax expense								7,628		19,611

				Profit before taxation										24,087		64,609
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								FP 2005								FP 2004

								Revenue				Net Profit				Revenue				Net Profit

								RM'000				RM'000				RM'000				RM'000

		Property development (associate)						-				55,653				-				-

		Construction						146,683				10,508				-				-

		Manufacturing						15,531				2,545				-				-

		Plantation						-				(211)				-				-

								162,214				68,495				-				-

		Unallocated corporate expenses						-				(3,541)				-				-

		Profit before interest and tax						162,214				64,954				-				-

		Finance costs						-				(345)				-				-

		Profit before tax						162,214				64,609				-				-

		Taxation						-				(19,611)				-				-

		Minority interests						-				109				-				-

		Net profit for the period						162,214				45,107				-				-






