KUMPULAN EUROPLUS BERHAD (534368-A)

Interim financial report for the third quarter ended 31 October 2010

(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 2010. 
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 2010.
A2.
New and Revised FRSs Amendments to FRSs and IC interpretations
Adoption of New and Revised Financial Reporting Standards (“FRS”), Amendments/Improvements to FRSs and IC Interpretations (“IC Int”) 

The following are the new and revised FRSs, amendments/improvements to FRSs and IC Interpretations (“IC Int”) that are effective and applicable to the financial statements of the Group for the financial period ended 31 October 2010. 
	New FRSs
	
	Effective for financial periods beginning on or after:

	FRS 7
	Financial Instruments: Disclosures
	1 January 2010

	FRS 8
	Operating Segments
	1 July 2009

	FRS 139
	Financial Instruments: Recognition and Measurement
	1 January 2010

	Revised FRSs
	
	

	FRS 101
	Presentation of Financial Statements
	1 January 2010

	FRS 123
	Borrowing Costs
	1 January 2010

	Amendments/Improvements to FRSs
	

	FRS 1
	First time Adoption of Financial Reporting Standards
	1 January 2010

	FRS 5
	Non-current assets Held for Sale and Discontinued Operations
	1 January 2010

	FRS 7
	Financial Instruments: Disclosure
	1 January 2010

	FRS 8
	Operating Segments
	1 January 2010 and 1 January 2011

	FRS 107
	Statement of Cash Flows
	1 January 2010

	FRS 108
	Accounting Policies, Changes in Accounting Estimates and Errors
	1 January 2010

	FRS 110
	Events After Reporting Period
	1 January 2010

	FRS 116
	Property, Plant and Equipment
	1 January 2010

	FRS 117
	Leases
	1 January 2010

	FRS 118
	Revenue
	1 January 2010

	FRS 119
	Employee Benefits
	1 January 2010

	FRS 120
	Accounting for Government Grants and Disclosure of Government Assistance
	1 January 2010

	FRS 123
	Borrowing Costs
	1 January 2010

	FRS 127
	Consolidated and Separate Financial Statements: Cost of an Investment in a subsidiary, Joint Controlled Entity or Associate
	1 January 2010

	FRS 128
	Investment in Associate
	1 January 2010

	FRS 131
	Interests in Joint Ventures
	1 January 2010

	FRS 132
	Financial Instruments: Presentation
	1 January 2010 and 1 March 2010

	FRS 134
	Interim Financial Reporting
	1 January 2010

	FRS 136
	Impairment of Assets
	1 January 2010

	FRS 138
	Intangible Assets
	1 January 2010

	FRS 139
	Financial Instruments: Recognition and measurement
	1 January 2010

	FRS 140
	Investment property
	1 January 2010

	IC Int
	
	

	IC Int 9
	Reassessment of Embedded Derivatives
	1 January 2010

	IC Int 10
	Interim Financial Reporting and Impairment
	1 January 2010

	IC Int 11
	FRS 2 – Group and Treasury Share Transactions
	1 January 2010

	IC Int 14
	FRS 119 – The limit on a Defined Benefit Assets, Minimum Funding Requirements and their Interaction
	1 January 2010


The Initial application of the above new and revised FRSs, IC Int and amendments to FRSs and IC Int do not have any significant impact on the interim financial report of the Group other than as explained below:
(a) FRS 101: Presentation of Financial Statement
This Standard introduces the title “statement of financial position” and statement of cash flows to replace the current titles “balance sheet” and cash flow statement respectively. A new statement known as the ‘statement of comprehensive income “ is also introduced in this Standard whereby all non owner changes in equity are required to be presented in either one statement of comprehensive income or in two statements (ie a separate income statement  and a statement of comprehensive income). Components of comprehensive income are not permitted to be presented in the statement of changes in equity.

The gains and losses that were recognised directly in equity in the preceding year corresponding period are now presented as components in other comprehensive income in the statement of comprehensive income. The total comprehensive income for the preceding year corresponding period is presented separately and allocation is made to show the amounts attributable to equity holders of the Company and to non-controlling interest.
The effects of the change in presentation are as follows:
	Preceding year quarter ended 31 October 2009
	As previously reported

RM’000
	Effects of adopting FRS 101
RM’000
	Statement of comprehensive income
As restated

RM’000

	Loss for the period
	(28,417)
	(811)
	(29,228)

	Equity - Foreign Exchange reserve
	-
	3,260
	3,260

	
	(28,417)
	2,449
	(25,968)

	Attributable to:
	
	
	

	Owners of the Company
	(27,774)
	2,449
	(25,325)

	Non-controlling interests
	(643)
	-
	(643)

	
	(28,417)
	2,449
	(25,968)


The total comprehensive income for the period is presented as one-line item in the statement of changes in equity.

(b)
FRS 139: Financial Instruments – Recognition and Measurement

FRS 139 provides guidance of the measurement of financial instruments. Depending on the categorisation applied for each individual financial asset and liability, some financial assets and liabilities will need to be fair valued and others are stated at amortised cost. FRS 139 prescribes prospective application for the first time adoption. Significant policies adopted are summarised below:


-
Financial Assets
Financial assets are recognised in the statement of financial position when and only when the Group becomes a party to the contractual provisions of the instruments. Financial assets are derecognised if the Group’s contractual rights to the cash flow from the financial assets expired or if the Group transfer the financial assets to another party without retaining control or substantially all risks and rewards of the assets.

Initial recognition

Financial assets within the scope of FRS 139 are classified as financial assets at fair value through profit and loss, loans and receivables, held-to-maturity investments, available-for-sale financial assets or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines the classification of its financial assets at initial recognition.

Financial assets are recognised initially at fair value plus, in the case of financial assets not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition of the financial assets.

Purchase or sales of financial assets that require delivery of asset within a time frame established by regulation or convention in the market place (regular way purchase) are recognised on the trade date ie date the Group commits to purchase or sell the assets.

Subsequent measurement

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in active market. Such financial assets are carried at amortised cost using the effective interest rate method less impairment losses. Gain and losses are recognised in the income statement when the loans and receivables are derecognised or impaired, as well as through the amortisation process.

Impairment of financial assets

FRS 139 requires the Group to assess at each statement of financial position date, whether there is any objective evidence that a financial asset or a group of financial assets is impaired.

A financial asset or group of financial assets is deemed to be impaired if, and only if there is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an incurred “loss event”) and that loss event has an impact on the estimated future cash flows of the financial assets or the group of financial assets that can be reliably estimated.

· Financial liabilities 
Financial liabilities are recognised in the statement of financial position when and only when the Group becomes a party to the contractual provision of the instrument. Financial liabilities are derecognised if the Group’s obligations specified in the contract expired or are discharged or cancelled.

Initial Recognition

Financial liabilities within the scope of FRS 139 are classified as financial liabilities at fair value through profit and loss, loans and borrowings or as derivatives designated as hedging instruments in an effective hedge, as appropriate. .The Group determines the classifications of its financial liabilities at initial recognition.

Financial liabilities are recognised initially at fair value plus, and in the case of loans and borrowings, directly attributable transaction costs. The Group’s financial liabilities include trade and other payable and financial guarantees. All financial liabilities of the Group are classified as loans and borrowings.

Subsequent measurement

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using the effective rate method. Gains and losses are recognised in the statement of comprehensive income when the liabilities are derecognised as well as through amortisation process.

In accordance with the transitional provision of FRS 139, the impact of FRS 139 is accounted prospectively with adjustments to be made to the opening balances in the statement of financial position. Comparative figures need not be adjusted.

The adoption of FRS 139 has the following effects on the opening balance in the consolidated statement of financial position as at 1 February 2010:
	As at 1 February 2010
	As previously stated

RM’000
	Effect of adopting 

of  FRS 139

RM’000
	As restated

RM’000

	Accumulated losses
	(407,461)
	(1,288)
	(408,749)

	Other payables
	(4,660)
	1,178
	(3,482)

	Amount owing to directors
	(5,132)
	1,297
	(3,835)

	Receivables
	14,883
	(3,763)
	11,120

	Opening loss as stated above
	
	(1,288)
	


The effects on the adoption of FRS 139 on the current interim financial reports are as follows:
	
	Individual Quarter
	Cumulative Quarter

	
	Increase
	Increase

	Consolidated statement of financial position:
	RM’000
	RM’000

	Other payables
	(52)
	(157)

	Amount owing to directors
	(57)
	(173)

	Amount owing to shareholders
	92
	-

	Receivables
	117
	551

	Comprehensive income
	100
	221


(c) Amendment to FRS 117: Leases
This amendment removes the classification of lease of land and building and instead, requires assessment of classification based on the risks and rewards of the lease itself. The reassessment of the land elements of the unexpired leases shall be made retrospectively in accordance with FRS 108. The Group has reassessed and determined that all leasehold land of the Group are in substance finance lease and has reclassified the leasehold land from prepaid lease payments for land to property, plant and equipment.

The reclassification has been made retrospectively and the comparative figures have been restated as follows:

	As at 31 January 2010
	As previously stated

RM’000
	Effects of adopting Amendment to FRS 117

RM’000
	As restated

RM’000

	Leasehold land
	8,208
	-
	-

	Property, plant and equipment
	-
	8,208
	8,208


New and Revised FRSs, Amendments/Improvements to FRSs and IC Int that are issued but are not yet effective and have not been adopted early
The Group has not adopted the following revised FRSs, and IC Int that have been issued as at the date of authorisation of this interim financial report but are not yet effective for the Group:
	Revised FRSs
	
	Effective for financial periods beginning on

or after

	FRS 1
	First-time Adoption of Financial Reporting Standards 
	1 July 2010

	FRS 3
	Business Combinations
	1 July 2010

	FRS 127
	Consolidated and Separate Financial Statements
	1 July 2010

	IC Int
	
	

	IC Int 12
	Service Concession Arrangements
	1 July 2010

	IC Int 15
	Agreements for the Construction of Real Estate
	1 July 2010

	IC Int 16
	Hedges of a Net Investment in a Foreign Operation
	1 July 2010

	IC Int 17
	Distributions of Non-Cash Assets of Owners
	1 July 2010

	
	
	


The Group plans to adopt the above revised FRSs and IC Int when they become effective in the respective financial period. The adoption of the above revised FRSs, and IC Int upon their initial application are not expected to have any significant impact on the financial statements of the Group.
IC Int 15 Agreements for the Construction of Real Estate 

IC Int 15 establishes that the developer will have to evaluate whether control, and significant risks and rewards of the ownership of work in progress, can be transferred to the buyer as construction progresses before revenue can be recognised as percentage of completion method. With IC Int 15, the Group will have to change its accounting policies from recognising revenue using percentage of completion method to recognised revenue using completion method. The Group is currently assessing the impact of the adoption of this Interpretation on Talam, its major associate.
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 current financial year-to-date.
A5.

Material Changes in Estimates
There was no change to estimates that has a material effect in the current quarter and current 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 current 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
	Investment holding, Management services and Leasing
	Group

	Revenue
	
	RM’000
	RM’000
	RM’000
	RM’000

	External sales
	
	10,774
	7,989
	1,754
	20,517

	Inter-segment sales
	
	-
	-
	-
	-

	Total sales
	
	10,774
	7,989
	1,754
	20,517

	Results
	
	
	
	
	

	Segment results
	
	984
	(2,993)
	9,013
	7,004

	Accretion of equity interest in an associate
	
	
	424

	Interest income
	
	
	
	
	6,330

	Finance cost
	
	
	
	
	(17,828)

	Share of results of associates 
	
	
	(11,673)

	Loss before tax
	
	
	
	
	(15,743)

	Taxation
	
	
	
	
	(3,815)

	Total comprehensive loss for the year 
	
	
	(19,558)


A9.

Material Subsequent Events
There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements.
A10.
Changes in the Composition of the Group  

Except for the disposal of a 60.4% owned subsidiary, Kekwa Indah Sdn Bhd on June 2010, there were no material changes in the composition of the Group for the current quarter and financial year-to-date.
A11.
Capital Commitments


Approved and contracted:
RM’000
Acquisition of financial instruments of Talam from a third party
85,796

                                                                                                                                   ======
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 recorded a revenue of RM4.75 million which is a decrease by 56.70% over the corresponding quarter of the preceding year of RM10.96 million mainly attributable to the lower billings by the Group’s manufacturing division due to the Group’s disposal of its 60.4%-owned subsidiary, Kekwa Indah Sdn Bhd.  For the quarter, The Group recorded a pre-tax loss of RM16.08 million in the current quarter compared with a pre-tax loss of RM16.72 million in the corresponding quarter of the preceding year.  The loss for the quarter was mainly due to provision made for doubtful debt of RM3.70 million and share of losses incurred by associated company Talam Corporation Berhad (Talam) of RM17.61 million which was partly mitigated by profit on disposal of shares in Talam of RM11.95 million.
For the current year to date, the Group achieved total revenue of RM20.52 million, a decrease of 34.64% compared to the preceding year of RM31.39 million.  The lower revenue achieved in the current period was attributable to lower billings from the manufacturing division due to the disposal of the Group’s 60.4%-owned subsidiary, Kekwa Indah Sdn Bhd.  The Group recorded a pre-tax loss of RM20.06 million in the current year to date, compared to a pre-tax loss of RM29.15 million in the preceding year to date.  The pre-tax loss recorded by the Group was mainly due to provision made for doubtful debt of RM3.70 million and share of losses incurred by Talam of RM15.99 million which was partly mitigated by the profit on disposal of shares in Talam of RM13.94 million.  

B2. 
Comparison with Preceding Quarter’s Results
For the current quarter, the Group’s revenue decreased by 56.70% to RM4.75 million as compared to RM10.96 million achieved in the preceding quarter. Lower revenue achieved in the current quarter was mainly attributable to lower billings by the manufacturing division.  For the same period, the Group achieved a pre-tax loss of RM16.08 million compared of a pre-tax loss of RM16.49 million in the preceding quarter mainly due to share of losses in the results of Talam of RM17.61 million which was partly mitigated by the profits on disposal of shares in Talam of RM11.94 million.

B3.

Prospects

(a)
On West Coast Expressway, as disclosed in Note 1 & 6 of the Financial Statement for the financial year ended 31 January 2010, West Coast Expressway Sdn Bhd (formerly known as Konsortium LPB Sdn Bhd), a 64.2%-subsidiary of the Company, is still in discussion with the Federal Government for a further extension of time to finalise the Financial Close and to allow modification to certain terms and conditions of the concession agreement.  The Board of Directors is optimistic of a favourable outcome soon.
(b)
Construction work at Canal City project commenced towards the end of 2007.  However, the State Government of Selangor has requested changes to the original privatisation plan, including omission of the main canal and its related work.  After protracted negotiations lasting more than two years, the revised terms and conditions were finally agreed upon culminating in a termination agreement dated 13 August 2010.  As compensation, the State Government agreed to pay Canal City Construction Sdn Bhd (CCC) by alienation of 1,877.87 acres of land to CCC’s holding company, Radiant Pillar Sdn Bhd (RPSB).  RPSB, which is 50%-owned by the Company, intends to launch property development projects in 2011, if market condition permits.
B4.

Profit Forecast and Guarantee

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

Taxation 
	
	Individual Quarter
	
	Cumulative Period 

	
	Current

Year

Quarter
	
	Preceding Year 

Quarter
	
	Current

Year

To-date
	
	Preceding Year 

To-date

	
	31/10/2010
	
	31/10/2009
	
	31/10/2010
	
	31/10/2009

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

	Income Tax
	
	
	
	
	
	
	

	- current year
	16
	
	-
	
	 (592)
	
	-

	- prior year
	(3,160)
	
	(126)
	
	(3,160)
	
	(293)

	
	(3,144)
	
	(126)
	
	(3,752)
	
	(293)

	Deferred Tax
	
	
	
	
	
	
	

	- prior year
	(63)
	
	-
	
	(63)
	
	213

	
	
	
	
	
	
	
	

	Total
	(3,207)
	
	(126)
	
	(3,815)
	
	(80)


Income tax for the current quarter and current financial year-to-date is due to under provision of taxes in prior years in respect of certain subsidiaries.
B6.

Disposal of Unquoted Investments and/or Properties 

Except for the disposal of a 60.4%-owned subsidiary, Kekwa Indah Sdn Bhd that resulted in a gain of RM0.109 million, there were no disposal of unquoted investments and/or properties for the current quarter and current 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 current financial year-to-date, except for the following:
	
	
	
	Current Year Quarter
	Current Year to-date

	
	
	RM’000
	RM’000

	(a)
	Purchase and sales of quoted investments:
	
	

	
	
	- Total purchases
	16,301
	49,515

	
	
	- Total disposals / sales proceeds
	43,772
	62,221

	
	
	- Profit on disposal on investment
	11,935
	13,938

	
	
	
	
	

	
	The purchases are in respect of Talam financial instruments bought and converted into ordinary shares of RM0.20 each, pursuant to approval obtained from shareholders at the Extraordinary General Meeting held on 4 November 2009.


	
	The disposals are in respect of Talam ordinary shares sold pursuant to approval obtained from shareholders at the Extraordinary General Meeting held on 12 July 2010.

	
	
	
	
	

	(b)
	Quoted investments as at 31 October 2010:
	
	

	
	
	- At cost
	
	1,232

	
	
	- At carrying value
	
	1,562

	
	
	- At market value
	
	1,562


B8.
Status of Corporate Proposals  

There were no announced corporate proposals which were not completed as at the date of this announcement, expect for the proposed private placement of up to 10% of the issued and paid-up share capital of the Company which is expected to be completed by 31 January 2011.
B9.
Group Borrowings and Debt Securities


The Group’s borrowings and debt securities which are denominated in Ringgit Malaysia as at 31 October 2010 are as follows:

	
	RM’000

	Short term borrowings
	

	- secured
	99,173

	- unsecured
	35,382

	
	134,555

	Long term borrowings
	

	- secured
	123,000

	Total borrowings
	257,555


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.
B12. 
Dividend 

No dividend has been declared for the current and preceding financial year.

B13.
Earnings Per Share

Basic
The basic loss per share is calculated by dividing the Group’s net loss attributable to owners of the Company, of RM19,308,000 and RM24,056,000 for the current quarter and current financial year-to-date respectively, by the number of ordinary shares in issue as at 31 October 2010 of  473,691,765 shares (31 January 2010 : 473,691,765 shares). 
Diluted

The diluted loss per share is not calculated as there is no dilutive effect on loss per share for the current quarter and current financial year-to-date.
B14.
Audit Report 
The auditors’ report of the financial statements for the year ended 31 January 2010 was not subject to any qualification.
B15.
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 30 December 2010.
By order of the Board

Raw Koon Beng
Company Secretary
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