KUMPULAN EUROPLUS BERHAD (534368-A)

UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE QUARTER ENDED 

31 JANUARY 2006
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. 

The Company has 28,041,317 Warrant 2 2003/2005 which have not been exercised and expired on the 19 July, 2005, being the last exercise date of Warrant 2 2003/2005.
7.   Dividend


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

8.  
Segmental Information

The segmental information for the twelve (12) months period ended 31 January 2006 is as follows:

	
	Segment Revenue 
	
	Segment Results

	
	RM’000
	
	RM’000

	
	
	
	

	Property Development (Associated company)
	-
	
	(226,182)

	Construction
	32,197
	
	(12,943)

	Trading and Manufacturing
	30,910
	
	3,663

	Financial Services
	4,688
	
	   (320)

	Plantation
	-
	
	(260)

	Others
	-
	
	(59,231)

	
	67,795
	
	(295,273)

	
	
	
	


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)
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”).

(b)
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 major shareholders have informed the Company that all parties have agreed to an extension of time of up to 31 May 2006.
 (c ) On 16 September, 2005, a subsidiary company of the Company, Ambang Vista Sdn Bhd, has entered into a Sale and Purchase Agreement with Astra Dinamik Sdn Bhd, a wholly-owned subsidiary of TA Properties Sdn Bhd which in turn a wholly-owned subsidiary of TA Enterprise Bhd to dispose 14 pieces of land held under Geran 27879 Lot 616, Geran 26388 Lot 617, Geran 26389 Lot 684, Geran 28503 Lot 604, Geran 28504 Lot 605, Geran 28505 Lot 606, Geran 28508 Lot 612, Geran 28509 Lot 613, Geran 28510 Lot 614, Geran 37038 Lot 1276, Geran 37040 Lot 1277, Geran 37039 Lot 1278, Geran 37034 Lot 1279, Geran 37037 Lot 1280 and three (3) pieces of adjoining state land to be alienated, located in Seksyen 67, Bandar Kuala Lumpur, Daerah Kuala Lumpur Negeri Wilayah Persekuatuan, all measuring 2.251 acres or approximately 98,030 sq feet for a purchase consideration of RM61,268,750.00 or RM625 per square feet.[“Proposed Disposal”]

The Purchase Consideration of RM61,268,750 was arrived at on a willing buyer and willing seller basis after taking into consideration, inter alia the prevailing market value of the Land.


The Proposed Disposal is conditional upon the fulfillment of inter alia the following conditions precedent:-

(i) the approval of the Foreign Investment Committee (if required);

(ii) the fulfillment of the conditions precedent contained in S&P Agreement;

(iii) the written consent of the authorities to the extension of the development to be valid for at least till 28 September 2006 of six (6) months validity upon completion of the SPA 1, whichever is later; and

(iv) other approval(s) from the relevant authority(ies)/party(ies) as may be needed to approve the sale and purchase of the above mentioned land. 

(d) On 28 March 2006, a subsidiary company of the Company, Dirga Niaga (Selangor) Sdn Bhd, has received a winding up order from the Kuala Lumpur High Court. There would not be any material financial nor operational impact on the Group, and the Group would not suffer any further losses except for legal costs for both parties.
11.  Changes in the composition of the Group  

There is no change in the composition of the Group during the financial quarter period ended 31 January, 2006.
12.
Contingent liabilities / assets

As at 31 January 2006, 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

31.01.2006
	Preceding quarter
31.10.2005
	Preceding year corresponding period
31.01.2005

	
	RM’000
	RM’000
	%
	RM’000
	%

	
	
	
	
	
	

	Revenue
	14,881      
	19,920     
	-25%
	50,491
	-71%

	
	
	
	
	
	

	(Loss) / profit before tax and share of results of an associate
	(16,041)
	(34,444)
	53%
	(856)
	-1,774%

	Share of results of an associate
	(147,041)
	(33,059)
	-345%
	6,399
	-2,398%

	(Loss) / profit before taxation
	(163,082)      
	(67,503)      
	-142%
	5,543
	-3,042%

	
	
	
	
	
	


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

With most of the construction contracts of its Construction Division at the tail-end, the Group’s operating revenue declined by 25% to RM14.88 million during the current quarter ended January 31, 2006, compared with RM19.920 million in the preceding quarter ended 31 October, 2005. 

Comparison with Preceding Quarter’s results 
The revenue of RM14.88 million for the current quarter was 25% lower than the RM19.92 million earned for the proceeding quarter ended 31 October, 2005. The reason for the Group’s unfavourable performance has been indicated in the earlier proceeding paragraph.
14.
Prospects

The persistent efforts of the Board in reducing overall management costs had a mitigating effect on the adverse impact from the weakened construction industry on the Group’s performance during the current financial year. However, the forthcoming launch of the Ninth Malaysia Plan has given rise to a more optimistic sentiment for an improvement in the conditions for the Construction Industry, which in turn augurs well for the Group’s prospects for the coming financial year ending January 31, 2007. 

15. Profit Forecast and Guarantee

No profit forecast or guarantee was issued in respect of the current financial period.
16. Taxation
	
	Current Quarter Ended

31-01-2006
	
	Year to date
31-01-2006

	
	RM’000
	
	RM’000

	
	
	
	

	Income tax expense
	94
	
	247

	Share of taxation of associated company
	4,169
	
	6,470

	
	4,263
	
	6,717

	
	
	
	

	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 it 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 and the sale of lands belonging to its subsidiary company, Ambang Vista Sdn Bhd as disclosed in Note 10.

20. Group Borrowings and Debt Securities

      The Group’s borrowings and debt securities as at 31 January, 2006 were as follows:

	
	RM’000

	
	

	Short Term Borrowings
	

	  Secured
	155,273

	  Unsecured
	36,312

	
	191,585

	Long Term Borrowings
	

	  Secured
	20,205

	  Unsecured
	1,090

	
	21,295


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 RM301,810,212 divided by the weighted average number of ordinary shares in issue as at 31 January, 2006 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

Leow Chi Lih
Company Secretary
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