KUMPULAN EUROPLUS BERHAD (534368-A)

Interim financial report for the second quarter ended 31 July 2009
(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 31 January 2009.  
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 31 January 2009.
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 31 January 2009. 
A3.

Seasonality or Cyclicality of Operations

The business operations of the Group are not affected by any material seasonal or cyclical factors.
A4.  
Unusual Items

There were no unusual items that have material effects on the assets, liabilities, equity, net income, or cash flows for the financial year-to-date except for provisions of RM17.08 million made for liquidated and ascertained damages claimed by clients for projects completed in the prior years (included in the cost of sales), gain of RM37.07 million arising from a debt purchase transaction (included in other operating income) and losses of RM19.92 million incurred on partial disposal of investment in Talam Corporation Berhad (Talam).
A5.

Material Changes in Estimates
There was no change to estimates that has a material effect in the current quarter and financial year-to-date. 
A6.

Debt and Equity Securities  

There were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter and financial year-to-date. 
A7.
Dividend 
No dividend has been paid in the current financial year-to-date.

A8.
Segment Information


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

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	

	External sales
	
	17,929
	906
	1,590
	20,425

	Inter-segment sales
	
	-
	-
	-
	-

	Total sales
	
	17,929
	906
	1,590
	20,425

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment results
	
	2,190
	(20,740)
	(22,259)
	(40,809)

	
	
	
	
	
	

	Interest income
	
	
	
	
	3,196

	
	
	
	
	
	

	Other income
	
	37,068
	-
	-
	37,068

	
	
	
	
	
	

	Finance cost
	
	
	
	
	(12,831)

	
	
	
	
	
	

	Share of results of associates 
	
	
	
	
	1,525

	
	
	
	
	
	

	Loss before tax
	
	
	
	
	(11,851)

	
	
	
	
	
	

	Taxation
	
	
	
	
	46

	
	
	
	
	
	

	Loss for the year 
	
	
	
	
	(11,805)


A9.
Valuation of Property, Plant and Equipment
The valuation of property, plant and equipment has been brought forward without amendment from the previous annual financial statements.
A10.
Material Subsequent Events
There were no material events subsequent to the end of the current financial year-to-date that have not been reflected in the financial statements.
A11.
Changes in the Composition of The Group  

There were no material changes in the composition of the Group for the current quarter and financial year-to-date. 
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, the Group’s revenue decreased by 19.24% to RM10.57 million as compared to the quarter of the preceding year of RM13.09 million. The lower revenue achieved in the current quarter was mainly due to a substantial reduction in construction revenue as most works had been completed in the preceding year. For the quarter, despite the gain of RM22.25 million arising from the debt purchase transaction, the Group recorded a pre-tax loss of RM11.91 million, compared to a pre-tax profit of RM2.94 million in the quarter of the preceding year, due to provisions of RM10.25 million made for liquidated and ascertained damages claimed by clients for projects completed in the prior years, provisions for doubtful debts of RM2.83 million and losses of RM17.12 million incurred on partial disposal of investment in Talam. 
For the current period ended 31 July 2009, the Group achieved total revenue of RM20.43 million, a decrease of 26.66% compared to the preceding year of RM27.85 million. The lower revenue achieved in the current period was mainly due to the lower billing from construction activity. Despite the gain arising from the debt purchase transaction of RM37.07 million, as disclosed in Note A4, the Group recorded a pre-tax loss of RM11.85 million in the current financial period ended 31 July 2009, compared to a pre-tax profit of RM5.82 million in the preceding year. The pre-tax loss incurred was mainly attributable to provisions of RM17.08 million made for liquidated and ascertained damages claimed by clients for projects completed in the prior years, provisions for doubtful debts of RM2.83 million and losses of RM19.92 million incurred on partial disposal of investment in Talam.
B2. 
Comparison with Preceding Quarter’s Results
For the current quarter, the Group’s revenue increased by 6.81% to RM10.57 million as compared to RM9.85 million in the preceding quarter. The higher revenue achieved in the current quarter was mainly attributable to higher billings from sand mining activities.
The Group recorded a pre-tax loss of RM11.91 million in the current quarter, compared to a pre-tax profit of RM0.06 million in the preceding quarter, mainly due to provisions of RM10.25 million made for liquidated and ascertained damages claimed by clients for projects completed in the prior years, provisions for doubtful debts of RM2.83 million and losses of RM17.12 million incurred on partial disposal of investment in Talam.
B3.

Prospects

The fund raising exercise for West Coast Expressway has been delayed mainly due to changes made to the original alignment as requested by the authorities and current uncertainties in the bond market. Construction work would only commence upon securing the necessary funding.  Meanwhile, Konsortium LPB Sdn Bhd, the concessionaire, which is a 64.2%-subsidiary of the Company, has successfully applied to the Kementerian Kerja Raya (KKR) to extend the date of financial close to 19 March 2009. The Company has submitted the necessary documents to KKR to satisfy the conditions precedent of the Concession Agreement, which was not satisfactorily received by KKR.  The Company has since submitted an appeal to the Prime Minister’s Department for a decision.
Construction and the related work at Canal City project commenced towards the end of 2007.  However, the new State Government of Selangor has requested changes to the original privatisation plan, including omission of the main canal and its related work. As such, the land already alienated to Canal City Construction Sdn Bhd (CCC), the 35%-associate of the Company, would be considered sold to CCC, at a price to be mutually agreed upon.  While revised terms and conditions are being worked out with the State Government, canal construction work has stopped but building work for Orang Asli settlement is still on-going. Due to the above reason and soft market condition, launching of Phase 1 has been deferred .

The Group’s 31% - associate, Talam received approval from the Securities Commission on its proposed regularisation plan on 29 April 2008. The reduction of share capital and share premium account was completed on 23 January 2009 and the share split was completed on 16 February 2009. The issuance and listing of the new financial instruments was completed on 1 July 2009. With the completion of the Regularisation Plan, Talam has improved its capital structure and gearing position, and it will soon apply to uplift itself from PN17 status. 
B4.

Profit Forecast and Guarantee

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

Taxation 
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current

Year

Quarter
	
	Preceding Year Corresponding

Quarter
	
	Current

Year

To-date
	
	Preceding Year Corresponding

Period

	
	31/7/2009
	
	31/7/2008
	
	31/7/2009
	
	31/7/2008

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

	
	
	
	
	
	
	
	

	Income Tax
	
	
	
	
	
	
	

	- prior year
	(167)
	
	-
	
	(167)
	
	-

	
	
	
	
	
	
	
	

	Deferred Tax
	
	
	
	
	
	
	

	- prior year
	213
	
	-
	
	213
	
	-

	
	
	
	
	
	
	
	

	
	46
	
	-
	
	46
	
	-


The computation of effective tax rate of the Group for the current quarter and current year-to-date is not applicable due to losses incurred by certain subsidiary companies.
B6.

Disposal of Unquoted Investments and/or Properties 

There were no disposal 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 purchase or disposal of quoted securities for the current quarter and financial year-to-date except for the sale of shares in Talam as disclosed in Note A4.
B8.
Status of Corporate Proposals  

There were no announced corporate proposals which were not completed as at the date of this announcement.
B9.
Group Borrowings and Debt Securities


The Group’s borrowings and debt securities which are denominated in Ringgit Malaysia as at 31 July 2009 are as follows:

	
	RM’000

	
	

	Short term borrowings
	

	- secured
	83,778

	- unsecured
	43,285

	
	

	
	127,063

	
	

	Long term borrowings
	

	- secured
	123,000

	
	

	Total borrowings
	250,063


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.
Earnings Per Share

Basic
The basic (loss)/earnings per share is calculated by dividing the Group’s net (loss)/profit for the current quarter and financial year-to-date by the number of ordinary shares in issue as at 31 July 2009 of  473,691,765 shares (31 July 2008 : 473,691,765 shares). 
Diluted

The diluted (loss)/earnings per share is not calculated as there is no dilutive effects on (loss)/earnings per share for the current quarter and financial year-to-date.
B13.
Audit Report on Preceding Annual Financial Statements

The auditors’ report of the financial statements for the year ended 31 January 2009 was adopted on 29 May 2009 and was not subject to any qualification.
B14.
Authorisation for Issue
The interim financial reports were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 29 September 2009.
By order of the Board

Wong Soon Kiong
Company Secretary
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