KUMPULAN EUROPLUS BERHAD (534368-A)

Interim financial report for the second quarter ended 31 July 2011
(The figures have not been audited)

NOTES TO CONDENSED FINANCIAL STATEMENTS

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 2011. 
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 2011.
A2.
Accounting policies and methods of computation
The quarterly consolidated financial statements have been prepared by applying accounting policies and methods of computation consistent with those used in the preparation of the most recent audited financial statements of the Group, except for the adoption of new FRSs, amendments and IC Interpretations (“IC Int”) that are mandatory for the Group for the financial year beginning 1 February 2011.

	Revised FRSs
	

	FRS 1
	First-time Adoption of Financial Reporting Standards 

	FRS 3
	Business Combinations

	FRS 127
	Consolidated and Separate Financial Statements

	Amendments/Improvements to FRS
	

	FRS 1
	First-time Adoption of Financial Reporting Standards 

	FRS 2
	Share-based Payment

	FRS 3
	Business Combinations

	FRS 5
	Non-current Assets Held for Sale and Discontinued Operations

	FRS 7
	Financial Instruments: Disclosures

	FRS 101
	Presentation of Financial Statements

	FRS 121
	The Effects of Changes in Foreign Exchange Rates

	FRS 128
	Investments in Associates

	FRS 131
	Investments in Joint Ventures

	FRS 132
	Financial Instruments: Presentation

	FRS 134
	Interim Financial Reporting

	FRS 138
	Intangible Assets

	FRS 139
	Financial Instruments: Recognition and Measurements

	IC Int
	

	IC Int 4
	Determining Whether an Arrangement contains a Lease

	IC Int 12
	Service Concession Arrangements

	IC Int 16
	Hedges of a Net Investment in a Foreign Operation

	IC Int 17
	Distributions of Non-Cash Assets of Owners

	IC Int 18
	Transfers of Assets from Customers

	
	

	Amendments to IC Int
	

	IC Int 9
	Reassessment of Embeded Derivative

	IC Int 13
	Customer Loyalty Programmes


The adoption of these new FRSs, amendments and IC Int do not have a material impact on the interim financial information of the Group.   
Revised FRSs, Amendments/Improvements to FRSs, IC int and Amendments to IC Int that are issued, but not yet effective and have not been adopted early

The Group have not adopted the following revised FRSs, amendments/improvements to FRSs, IC Int and amendments to IC Int that have been issued but are not yet effective:
	Revised FRSs
	
	Effective for financial periods beginning on or after

	FRS 124
	Related Party Disclosures
	1 January 2012

	IC Int
	
	

	IC Int 15
	Agreements for the Construction of Real Estate
	1 January 2012

	IC Int 19
	Extinguishing Financial Liabilities with Equity Instruments
	1 July 2011

	Amendments to IC Int
	
	

	IC Int 14
	Prepayment of a Minimum Funding Requirement
	1 July 2011


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 other than those reported under B1 below.
A5.

Material Changes in Estimates
There was no change to estimates that has a material effect in the current year 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 year 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
	
	6,292
	4,054
	619
	10,965

	Inter-segment sales
	
	-
	-
	-
	-

	Total sales
	
	6,292
	4,054
	619
	10,965

	Results
	
	
	
	
	

	Segment results
	
	1,561
	(20,907)
	34,225
	14,879

	Interest income
	
	
	
	
	2,744

	Finance cost
	
	
	
	
	(7,597)

	Share of results of associates 
	
	
	(5,659)

	Profit before tax
	
	
	
	
	4,367

	Taxation
	
	
	
	
	(95)

	Profit after tax for the financial year-to-date 
	
	
	4,272


A9.

Material Subsequent Events
There were no material events subsequent to the end of the current year quarter.
A10.
Changes in the Composition of the Group  

There were no material changes in the composition of the Group for the current year quarter and financial year-to-date.
A11.
Contingent Liabilities
Keuro Leasing Sdn Bhd (KLSB), a wholly-owned subsidiary was indebted to Bangkok Bank Berhad (BBB) for an amount of RM5.77 million.  The bank borrowing was secured against a piece of development land of 74.53 acres in Sepang, Selangor (the Land) which belongs to associated company, Trinity Corporation Berhad (formerly known as Talam Corporation Berhad) (Trinity).  The Land, valued at RM48.70 million, was part and parcel of properties sold by Trinity to a creditor under an agreement entered into on March 2010.  Despite its awareness of this agreement, BBB, had on 7 September 2010, proceeded to auction the Land to a purchaser for RM15 million, thus giving rise to a potential loss of RM33.70 million to KLSB, should Trinity be unsuccessful in recovering the Land which is currently being pursued vigorously through court actions taken against purchaser for auction done in bad faith and, against BBB, for having wrongfully auctioned the Land.

Based on counsel’s advice, the Board believes Trinity has a reasonably good and valid claim in the legal actions being taken.

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 RM4.71 million, which is a decrease by 32.03% over the corresponding quarter of the preceding year of RM6.93 million, mainly due to lower billings by the Group’s manufacturing and construction divisions and also due to the disposal of the Group’s 60.4%-owned subsidiary, Kekwa Indah Sdn Bhd in June 2010.  The Group recorded a pre-tax profit of RM2.85 million for the current quarter compared with a pre-tax loss of RM0.86 million for the corresponding quarter of the preceding year.  The profit achieved for the quarter was mainly due to gain arising from the redemption of financial instruments by Trinity totalling RM38.92 million, reduced by provision for fair value loss of RM9.28 million on short term investments and provision for doubtful debt of RM24.79 million.
For the current period ended 31 July 2011, the Group achieved total revenue of RM10.97 million, a decrease of 30.44% compared to the preceding year period of RM15.77 million due to reasons mentioned above.  The Group recorded a pre-tax profit of RM4.37 million for the current financial period ended 31 July 2011 compared to a pre-tax loss of RM3.99 million in the preceding year.  The pre-tax profit achieved for the current financial period were mainly due to gains arising from the redemption of financial instruments by Trinity totalling RM44.27 million, reduced by fair value loss of RM9.28 million on short term investments and provision for doubtful debt of RM26.97 million.

B2. 
Comparison with Preceding Quarter’s Results
For the current quarter, the Group’s revenue reduced by 24.64% to RM4.71 million compared to RM6.25 million achieved in the preceding quarter. The lower revenue achieved in the current quarter was mainly attributable to lower billings by the construction division.  For the same period, the Group achieved a pre-tax profit of RM2.85 million, compared to a pre-tax profit of RM1.51 million in the preceding quarter.  The higher pre-tax profit achieved for the quarter was mainly due to reasons mentioned above.
B3.

Prospects

(a)
On West Coast Expressway(WCE), as disclosed in Note 1 & 6 of the Financial Statement for the financial year ended 31 January 2011, West Coast Expressway Sdn Bhd, a 64.2%-subsidiary of the Company has in 1 April 2011, received a letter from Unit Kerjasama Awam Swasta of the Prime Minister’s Department (“UKAS”) approving in-principle the project which is subject to certain conditions precedent which include, amongst others, further negotiations on the detailed technical and financial terms and conditions before entering into a revised Concession Agreement.  The negotiation is expected to be completed by the end of the third quarter of the financial year ending 31 January 2012.  The slight delay is due to changes to the proposed road alignment as requested by the Perak Government.  The project is to be on Build, Operate and Transfer basis.  The Directors are of the opinion that long term viability of the WCE project will further enhance the future earnings and financial position of the Group.  
(b)
Radiant Pillar Sdn Bhd (RPSB), a 50%-owned associate, which was alienated 1,877.87 acres of land by the State Government of Selangor pursuant to a settlement agreement dated 13 August 2010, intends to launch property development projects when planning approval is obtained by end 2011 and 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

	
	31/7/2011
	
	31/7/2010
	
	31/7/2011
	
	31/7/2010

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

	Income Tax
	
	
	
	
	
	
	

	- current year
	(228)
	
	(423)
	
	 (396)
	
	(609)

	Deferred Tax
	
	
	
	
	
	
	

	- current year
	235
	
	-
	
	-
	
	-

	- prior year
	301
	
	-
	
	301
	
	-

	
	536
	
	-
	
	301
	
	-

	
	
	
	
	
	
	
	

	Total
	308
	
	(423)
	
	(95)
	
	(609)


Income tax provision for the current year quarter is mainly in respect of a manufacturing subsidiary.  
B6.

Disposal of Unquoted Investments and/or Properties 

There were no disposal of unquoted investments and/or properties for the current year quarter and current financial year-to-date. 
B7.
Purchase or Disposal of Quoted Securities

There were no purchases or disposals of quoted securities for the current year quarter and current financial year-to-date, except for the following:
	
	
	
	
	Current Year Quarter

	
	
	
	RM’000

	(a)
	Purchases and sales of quoted investments:
	
	

	
	
	- Total purchases
	
	52,725

	
	
	- Total disposals / sales proceeds
	
	-

	
	
	- Profit on disposal on investment
	
	-

	
	
	- Profit on redemption of investment
	
	38,918


	
	The purchases are in respect of Trinity financial instruments purchased pursuant to approval obtained from shareholders at the Extraordinary General Meeting held on 4 November 2009.

	
	During the current year quarter, a total of 303,625,500 units of RCSLS-C held by the Company were redeemed by Trinity.

	
	
	
	
	

	(b)
	Quoted investments as at 31 July 2011:
	
	RM’000

	
	
	- At cost
	
	30,082

	
	
	- At carrying value
	
	22,954

	
	
	- At market value
	
	22,954


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 2011 are as follows:

	
	RM’000

	Short term borrowings
	

	- secured
	12,918

	- unsecured
	28,085

	
	41,003

	Long term borrowings
	

	- secured
	109,000

	Total borrowings
	150,003


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 has not engaged in any material litigation since the last annual year end date.
B12. 
Dividend 

No dividend has been declared for the current and preceding financial year.
B13.
Earnings Per Share

Basic
The basic earnings per share is calculated by dividing the Group’s net profit attributable to owners of RM3,070,000 for the current year quarter and RM4,068,000 for the current financial year by the number of ordinary shares in issue as at 31 July 2011 of  520,991,765 shares. 
For the preceding year quarter and preceding financial year, the basic earnings per share is calculated by dividing the Group’s net loss attributable to owners of RM1,356,000 for the current year quarter and RM4,749,000 for the current financial year by the number of ordinary shares in issue as at 31 July 2010 of  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 year quarter and current financial year-to-date.
B14.
Realised and Unrealised Profit/Losses

	
	As at

 31 July 2011
	
	As at
31 January 2011

	
	RM’000
	
	RM’000

	(Accumulated losses) / retained profits of the Group and its subsidiaries:
	
	
	

	- Realised
	(256,664)
	
	(270,514)

	- Unrealised
	(7,185)
	
	846

	Associated companies:
	
	
	

	- Realised
	(180,815)
	
	(179,181)

	- Unrealised
	(9,451)
	
	(9,399)

	Total group accumulated losses 
	(454,115)
	
	(458,248)


B15.
Audit Report 
The auditors’ report of the financial statements for the year ended 31 January 2011 was not subject to any qualification.
B16.
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 2011.
By order of the Board
Raw Koon Beng
Company Secretary
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