KUMPULAN EUROPLUS BERHAD (534368-A)

UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE QUARTER ENDED 

30 APRIL 2005

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 2005.

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 2005.

2.
Auditors Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 31 January 2005 was not qualified.

3.  
Seasonality or Cyclicality of Operations
The business operations of the Group are not affected by any material seasonal or cyclical factors.

4.  
Exceptional or Unusual Items
During the financial quarter, there was no unusual item affecting the assets, liabilities, equity, net income or cash flows of the Group. 
5.
Changes in Estimates
There was no change to estimate that have a material effect in the current quarter.

6.  
Debt and Equity securities  

There were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current financial period. 

As at 30 April 2005, the Company has 28,041,317 Warrant 2 2003/2005 which have not been exercised.

7.   Dividend

At the forthcoming Annual General Meeting, the Board will recommend for approval by the shareholders, payment of a final dividend in respect of financial year ended 31 January, 2005 of 3% less 28% income tax. The proposed final dividend will be funded from the Group’s share of the proposed final dividend of Talam Corporation Berhad (“Talam”) of 4% less 28% income tax as disclosed in the audited financial statements of Talam Corporation Berhad dated 27 May, 2005.

The dates of book closure and payment in respect of the final dividend of 3% less 28% income tax will be determined later.

Such dividend, if approved by the shareholders, will be accounted for in the shareholders’ equity as an appropriation of retained profits in the financial year ending 31 January, 2006.
8.  
Segmental Information

The segmental information for the three (3) months period ended 30 April 2005 is as follows:

	
	Segment Revenue 
	
	Segment Results

	
	RM’000
	
	RM’000

	
	
	
	

	Property Development (Associated company)
	
	
	(12,426)

	Construction
	2,886
	
	(1,850)

	Trading and Manufacturing
	9,118
	
	1,539

	Financial Services
	1,546
	
	201

	Plantation
	-
	
	(70)

	Others
	-
	
	(17,768)

	
	13,550
	
	(30,374)

	
	
	
	


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 12 August 2004, CCCSB and PNSB entered into a Sales and Purchase Agreement with Astaka Tegas Sdn Bhd (“ATSB”) to dispose 1,750 acres of the Saleable Land for a total consideration of RM587.40 million. As at the date of this announcement, ATSB has paid RM11.75 million, representing 2% of the total consideration, as being part payment towards the required deposit to be paid upon execution of the Sales and Purchase Agreement. The balance consideration of approximately RM575.65 million 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”).

(c)
On 30 May, 2005, the Company was informed that certain major shareholders of the Company have entered into a Share Purchase Agreement (“SPA”) with IJM Corporation Berhad (“IJM”) to dispose collectively 118,373,600 ordinary shares of RM1.00 each representing 25% of the equity interest in the Company for a total cash consideration of RM33,144,608 or RM0.28 per share (“Proposed Disposal”).

A call option to acquire a further 5% equity interest in the Company at an agreed formula has also been granted by the said shareholders to IJM. The call option can be exercised within one (1) year after the completion of the Proposed Disposal. 

The purchase is subject to condition precedent to be fulfilled within 90 days from the date of the SPA.

(d)
Other than the above, there were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements.

11.  Changes in the composition of the Group  

There is no change in the composition of the Group during the financial quarter period ended 30 April, 2005.
12.
Contingent liabilities / assets

As at 30 April 2005, the Company has provided corporate guarantees amounting to RM62.13 million for credit facilities granted to certain subsidiaries of the Company.

13. Review of Performance 
	
	Current year Quarter

30.04.2005
	Preceding quarter
31.01.2005
	Preceding year corresponding period
30.04.2004

	
	RM’000
	RM’000
	%
	RM’000
	%

	
	
	
	
	
	

	Revenue
	13,550      
	58,554      
	-77%
	40,414
	-66%

	
	
	
	
	
	

	(Loss) / profit before tax and share of results of an associate
	(17,948)
	(828)
	2,068%
	4,193
	-528%

	Share of results of an associate
	(12,426)
	5,358
	-332%
	15,039
	-183%

	(Loss) / profit before taxation
	(30,374)      
	4,530      
	-771%
	19,232
	-258%

	
	
	
	
	
	


Factors affecting the earnings and/or revenue of the Group for the current quarter 

For the current quarter ended 30 April, 2005, revenue decreased by 66% from RM40.41 million to RM13.55 million compared to the preceding corresponding quarter ended 30 April, 2004. The significant drop in the revenue of the Group was mainly attributable to the Construction Division whereby a substantial proportion of its on-going projects have either been completed or near completion in the preceding quarter.

As a result of the decrease in turnover, a non-recurring provision for doubtful debts of RM15.60 million  and the unfavourable results from its associated company, the Group recorded a loss before taxation of RM30.37 million for the current quarter ended 30 April, 2005. 
Comparison with Preceding Quarter’s results 
The revenue for the current quarter of RM13.55 million is 77% lower compared to the revenue of RM58.55 million for the preceding quarter ended 31 January 2005. For the current period ended 30 April 2005, the Group recorded a loss before taxation of RM30.37 million as compared to the profit before taxation of RM4.53 million for the preceding quarter. The reason for the overall drop in the result of the Group is explained in the preceding paragraph.
14.
Prospects


The Board expects the forthcoming financial year to be a challenging one with the slow down in the construction industry which is compounded by the tight labour and material supply situations.


To steer through these challenges, the Group shall endeavour to improve on its overall cost management.
15. Profit Forecast and Guarantee

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

16. 
Taxation
	
	Current Quarter Ended

30-04-2005
	
	Year to date
30-04-2005

	
	
	
	

	
	
	
	

	Income tax expense
	229
	
	229

	Share of taxation of associated company
	(3,417)
	
	(3,417)

	
	(3,188)
	
	(3,188)

	
	
	
	

	Effective Tax Rate
	N/A
	
	N/A


The income tax expense is in respect of profitable subsidiary companies of the Group.
The effective tax rate is not applicable due to the Group losses incurred by certain subsidiary companies and deferred tax assets arising from a one-off inventories written down by its associated company.

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 is no outstanding corporate proposal 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(b).

20. Group Borrowings and Debt Securities

      The Group’s borrowings and debt securities as at 30 April, 2005 were as follows:

	
	RM’000

	
	

	Short Term Borrowings
	

	  Secured
	165,048

	  Unsecured
	28,026

	
	193,074

	Long Term Borrowings
	

	  Secured
	21,753

	  Unsecured
	1,213

	
	22,966


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 borrowings of the Group were also used to partly finance the manufacturing and trading activities of the Manufacturing & Trading Divisions and the financial services as provided by its Financial Services 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. Loss Per Share

Basic loss per share is calculated by dividing the net loss for the year of RM30,374,000 by the weighted average number of ordinary shares in issue as at 30 April, 2005 of  473,691,765 shares.

The effects on the basic loss per share for the current quarter arising from the assumed full exercise of the warrants is anti-dilutive as they would not result in the issue of ordinary shares for less than fair value. Accordingly, fully diluted loss per share has not been presented.
By order of the Board

Lim Mei Yoong

Company Secretary
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