KUMPULAN EUROPLUS BERHAD (534368-A)

Interim financial report for the period ended 30 April 2006

(The figures have not been audited)

NOTES TO CONDENSED FINANCIAL STATEMENT


PART A – Explanatory Notes Pursuant to FRS 134
A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134: 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 year ended January 31, 2006.  
The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the latest audited annual financial statements.

These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended January 31, 2006.
The results of the associated company is not equity accounted for as the financial statement of the associated company for the current quarter were not available.

A2.
Changes in Accounting Policies

The significant accounting policies adopted by the Group in this interim financial statement are consistent with those adopted in the financial statements for the year ended  January 31, 2006 except for the following new and revised Financial Reporting Standards (“FRS”) that are effective for financial period beginning January 1, 2006 :-

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale & Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Accounting Estimates & Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated & Separate Financial Statements

FRS 128
Investments in Associates

FRS 132
Financial Instruments: Disclosures & Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

A2.
Changes in Accounting Policies (cont’d)

The adoption of the above standards does not have any significant financial impact on the  Group except for the followings:-
(a)  FRS 101 : Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share  of net-after tax results of associates and other disclosures.  In the consolidated balance sheet, minority interests are now presented within total equity.  In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period.  In the consolidated statement of changes in equity, the minority interests and its movement are now included.
 
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(b) FRS 3: Business Combinations 
Following the adoption of these new FRSs, the Group has ceased to amortise the goodwill on consolidation. Goodwill is carried at cost less accumulated impairment losses and is subject to annual impairment test or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in income statement and subsequent reversal is not allowed. Previously, goodwill was amortized on a straight-line basis over its estimated useful life which range from 5 to 20 years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after February 1, 2006. In accordance with the transitional provisions of FRS 3, the Group has eliminated the carrying amount of the accumulated amortisation of RM1,516,760 against the carrying amount of goodwill. The carrying amount of goodwill as at February 1, 2006 of RM17,252,466 ceased to be amortized. This has the effect of reducing the amortisation charges by RM154,948 in the current quarter.
Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions or negative goodwill, after reassessment, is now recognized immediately in income statement. Prior to February 1, 2006,  negative goodwill was amortized over the weighted average useful life of the non-monetary assets acquired, except to the extent it related to identified expected future losses as at the date of acquisition. In such cases, it was recognized in income statement as those expected losses were incurred. In accordance with the transitional provisions of FRS 3, the negative goodwill as at February 1,  2006 of RM6,372,569 was derecognized with a corresponding increase in retained earnings.
A3.
Audit Report on Preceding Annual Financial Statements

The auditors’ report of the financial statements for the year ended January 31, 2006 was adopted on July 7, 2006 and was not subject to any qualification except of the followings:

(i)
A qualification to its subsidiary companies, Dirga Niaga (Selangor) Sdn Bhd based on an “Order for Winding-Up By Court” which was served by Kuala Lumpur High Court on March 28, 2006.
(ii) The consolidated financial statements for the financial year ended January 31, 2006 showed a loss before taxation of RM316,178,000, of which RM225,969,000 arose from the share of losses of the associated company, Talam Corporation Berhad (Talam). The results of the Talam Group have been equity accounted for based on the unaudited management consolidated financial statements as audited financial statements were not available.

A4.

Seasonality or Cyclicality of Operations

The business operations of the Group are not affected by any material seasonal or cyclical factors.
A5.  
Unusual Items

There were no unusual items that have material effects on the assets, liabilities, equity, net income, or cash flows for the current financial year-to-date.
A6.

Material Changes in Estimates
There was no change to estimate that have a material effect in the current quarter. 
A7.

Debt and Equity Securities  

There were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current financial period. 
A8.
Dividend 
The Directors do not recommend the payment of any dividend for the current financial year-to-date.

A9.
Segment Information


The Group’s segmental report for the current financial-year-to-date is as follows:
	
	Manufacturing of industrial product
	Construction
	Leasing, management services and investment holding
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	External sales
	6,952
	2,344
	604
	9,900

	Inter-segment sales
	-
	-
	-
	-

	Total sales
	6,952
	2,344
	604
	9,900

	
	
	
	
	

	Results
	
	
	
	

	Segment results
	1,166
	2,307
	4,032
	7,505

	
	
	
	
	

	Loss on disposal of investment in associated company
	
	
	
	(1,754)

	
	
	
	
	

	Finance cost
	
	
	
	(4,184)

	
	
	
	
	

	Share in result of associated company *
	
	
	
	-

	
	
	
	
	

	Profit before tax
	
	
	
	1,567



*The share in result of associated company were not available in the current quarter.
A10.
Valuation of Property, Plant and Equipment
The valuations of property, plant and equipment have been brought forward without  amendment from the previous annual financial statements.

A11.
Material Subsequent Events

Other than as disclosed in Note B8, there were no material events subsequent to the end of the    interim period that have not been reflected in the financial statements for the interim period.
A12.
Changes in the Composition of The Group  

There were no material changes in the composition of the Group for the current quartet and financial year-to-date except for the “Order for Winding-up By Court” of Dirga Niaga (Selangor) Sdn Bhd on March 28, 2006.
A13.
Contingent Liabilities or Assets

As at 30 April 2006, the Company has provided corporate guarantees amounting to RM68.6 million for credit facilities granted to certain subsidiaries of the Company.
PART B : EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1.
Review of Performance 

For the current quarter under review, the Group’s revenue decreased by 27.2% to RM9.9 million compared with the preceding corresponding quarter of RM13.5 million. The sharp 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. 
The Board has announced this quarter results by excluding the share of its group’s results from its associated company, as its associated company’s results in this quarter were not available and no indicated specific timeframe by the associated company. 
B2. 
Comparison with Preceding Quarter’s Results 

The Group revenue of RM9.9 million was 36.1% lower compared with RM15.5 million based on the audited results of the preceding quarter ended January 31, 2006. The Group recorded a profit before tax of RM1.6 million for the current quarter compared with a loss before tax of RM183.9 million for the preceding quarter. The loss before tax in the previous quarter was due mainly to the Group’s share in losses of associated company results of RM146.8 million and additional impairment of goodwill in Dirga Niaga (Selangor) Sdn. Bhd. of RM10.4 million. 
The Group’s results in the current quarter did not include the share in results of associated company as explained in the preceding paragraph. Hence, no comparison of profit before tax could be made.  
B3.

Prospects


An improvement in the conditions for the construction industry is expected, as the launch of the  Ninth Malaysia Plan could provide the much needed catalyst for growth in this sector. In addition, the 42 km toll-free expressway between Shah Alam and Shah Alam 2 and the Flood Mitigation Project are expected to take of during the current financial year. While the Board is continuously optimistic of the Group’s prospects in light of these developments, it does not positive contributions to the Group’s activities until after the second half of the current financial year.
B4.

Profit Forecast and Guarantee

No profit forecast or guarantee was issued in respect of the current financial period
B5.

Income Tax Expenses
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current

Year

Quarter
	
	Preceding Year Corresponding
Quarter
	
	Current

Year
To-date
	
	Preceding Year Corresponding

Period

	
	30/4/2006
	
	30/4/2005
	
	30/4/2006
	
	30/4/2005

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

	
	
	
	
	
	
	
	

	Income Tax
	
	
	
	
	
	
	

	- Current year
	975
	
	229
	
	975
	
	229

	
	
	
	
	
	
	
	

	Share in taxation of
	
	
	
	
	
	
	

	associated company 
	-
	
	(3,417)
	
	-
	
	(3,417)

	
	975
	
	3,188
	
	975
	
	3,188


The effective tax rate of the Group for the current quarter and current year-to-date are lower than the statutory tax rate mainly due to certain income not subject to tax and utilisation of tax losses.

B6.

Disposal of Unquoted Investments and/or Properties 

There were no profits/(losses) derived from the sale of unquoted  investments and/or properties for the current quarter and financial year-to-date. 
B7.
Purchase or Disposal of Quoted Securities

There were no purchases and disposal of quoted securities during the quarter under review and financial year-to-date:
B8.
Status of Corporate Proposals  

(a)
On August 12, 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 December 8, 2004, but is pending the approval of the Foreign Investment Committee (“FIC”).

(b)
On May 30, 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 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 November 30, 2006.

(c) 
On September 16, 2005, a subsidiary company of the Company, Ambang Vista Sdn Bhd (“AMSB”), has entered into a Sale and Purchase Agreement with Astra Dinamik Sdn Bhd (“ADSB”), 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 alias the prevailing market value of the Land.

B8.
Status of Corporate Proposals (cont’d)
The Proposed Disposal is conditional upon the fulfillment of inter alias 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 September 28, 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. 

On May 22, 2006, ADSB and ADSB had mutually agreed to extend the date for fulfilling the conditions precedent to July 31, 2006 pursuant to clause 2 of the conditional Sale and Purchase Agreement dated September 16, 2005 stated above.

B9.
Group Borrowings and Debt Securities


The Group’s borrowings and debt securities which are denominated in Ringgit Malaysia as at April 30, 2006 are as follows:

	
	RM’000

	Short term borrowings
	

	- secured
	120,919

	- unsecured
	27,239

	
	148,158

	Long term borrowings
	

	- secured
	64,636

	Total
	212,794


B10.
Off Balance Sheet Risk Financial Instruments

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

B11.
Material Litigation

The Group is not engaged in any material litigation for the current financial year-to-date

B12.
Profit Per Share

Basic
The basic profit per share is calculated by dividing the Group’s net profit for the current quarter and financial year-to-date by the weighted average number of ordinary shares in issue as at April 30, 2006 of  473,691,765 shares. The profit per share is computed without the share in results of associated company for the current quarter and financial year-to-date.
Diluted

The diluted profit per share is not calculated as the effects on profit per share for the current quarter and financial year-to-date arising from the assumed full exercise of the warrants is anti-dilutive and would not result in the issue of ordinary shares for less than fair value. 
B13.
Authorization for Issue
The interim financial reports were authorized for issue by the Board of Directors in accordance with a resolution of the Directors on
By order of the Board

Leow Chi Lih
Company Secretary
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