EUPE CORPORATION BERHAD (377762-V)

Notes to the financial STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 31 MAY 2004


1
Basis of preparation

The financial statements are unaudited and have been prepared in accordance with MASB 26, Interim Financial Reporting and Appendix 9B of the Malaysia Securities Exchange Berhad Listing Requirements. 
The financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 29 February 2004.  

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 29 February 2004, except for the adoption of MASB 32 – Property Development Activities. The adoption of MASB 32 has not given rise to any adjustments to the opening balances of retained earnings as at 1 March 2003 and 1 March 2004. Comparative amounts as at 29 February 2004, however, have been restated as follows: -

	
	Previously stated

RM’000
	Adjustments

RM’000
	RestatedRM’000

	Property development costs

Accrued billings
	14,998

-
	(3,166)

3,166
	11,832

3,166


2
Qualification of financial statement 

There was no qualification in the audited financial statements for the year ended 29 February 2004.

3.
Seasonal or cyclical factors

The business operations of the Group were not significantly affected by any seasonal or cyclical factors.

4
Items affecting assets, liabilities, equity, net income or cash flows

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence for the current quarter and/or financial year to-date.

5
Change in estimates

There were no changes in estimates reported in prior interim periods of the current financial year or prior financial year that have a material effect on the current financial year to-date.

6
Debt and equity securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period.

7
Dividend paid


No dividend has been paid or declared during the current financial period-to-date.

8
Segmental information

	
	
	Revenue
	
	Profit before taxation

	
	
	<------------------ 3 months ended  --------------------->

	
	
	31.5.04
	
	31.5.03
	
	31.5.04
	
	31.5.03

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

	Chalet and Golf Management
	
	2,693
	
	3,255
	
	(174)
	
	858

	Property Development
	
	3,045
	
	9,349
	
	(736)
	
	1,625

	Property Construction
	
	6,914
	
	11,592
	
	1,131
	
	730

	Others
	
	430
	
	338
	
	49
	
	24

	
	
	13,082
	
	24,534
	
	270
	
	3,237

	Inter-segment elimination
	
	(5,539)
	
	   (8,654)
	
	  62
	
	        (17)

	
	
	7,543
	
	15,880
	
	332
	
	3,220


9
Revaluation of property, plant and machinery

The Group did not carry out any valuations on its property, plant and equipment.

10
Material events subsequent to balance sheet date

There is no material event that has not been reflected in the financial statements for the said period, made up to a date not earlier than 7 days from the date of the issuance of this quarterly report.

11
Changes in composition of the Group

There was no change in the composition of the Group for the current quarter.

12
Changes in contingent liabilities and contingent assets

The changes in contingent liabilities since the last annual balance sheet date made up to 31 May 2004 were as follows: -

	
	
	As at 29.2.2004

RM’000
	
	Addition / (Deletion)

RM’000
	
	As at 31.5.2004

RM’000

	Guarantees given to licensed banks for credit facilities utilised by the subsidiary companies
	
	21,925
	
	(874)
	
	21,051

	
	
	
	
	
	
	

	Total credit facilities available to the subsidiary companies
	
	33,740
	
	-
	
	33,740


The provision of financial assistance to third parties will not have any financial impact on the Company unless its subsidiary companies default on payments.
13
Capital commitments

The amount of commitment for the acquisition of freehold land not provided for in the interim financial statements as at 31 May 2004 is as follows: -

	
	RM’000

	Capital expenditure in respect of acquisition of freehold land

contracted but not provided for
	11,125


14 Acquisition and disposal of items of property, plant and equipment

Property, plant and equipment amounting to RM617,882 were purchased during the period ended 31 May 2004.

Additional information required by the MSEB’s Listing Requirements

1
Review of performance

The revenue for Q1 2005 dropped 52% as compared to the revenue for Q1 2004 as the property division’s existing housing projects had reached completion. No revenue had yet been recognised from the newly launched Taman Kelisa Ria II; and Taman Ria Mesra II in Gurun had yet to be launched. As construction on these projects would only commence in the later part of the year, revenue would only be recognised then. Correspondingly, the pre-tax profit dropped 90% compared to the pre-tax profit recorded in Q1 2004. Other reasons which contributed to this was a decline in the room sales of the hotel division due to budget constraints in certain business sectors.
2
Variance of results against preceding quarter

The revenue for Q1 2005 slipped 22% from Q4 2004 due to the above-mentioned reasons. For the hotel division, the drop in room sales as compared to the previous quarter is due to normal cyclical fluctuations, coming off the high season. However, pre-tax profit increased 2,664% due to a one-off deferred taxation adjustment amounting to RM499 thousand made in the previous quarter. Without taking this adjustment into account, profit would have dropped 35% from the previous quarter.

3
Current year prospects

Global indicators and a positive sentiment bode well for the economy. With an environment of low interest rates, ease of financing and strong employment opportunities, it is envisaged that the property sector will improve, albeit amidst increasing material prices. The launching of three projects in this financial year are expected to positively impact on the Group’s earnings. Taman Ria Mesra II, which comprises over 2,000 units is currently the largest township in Gurun and the nearest project to the Naza Kia plant. Surrounded by its vendors, it is projected that Naza Kia will bring not only employment prospects, but a demand for housing in Gurun. It is also anticipated that the Pinang Tunggal development will benefit from being immediately adjacent to two large and established townships. For the hotel and golf division, new marketing and business strategies have managed to result in a pick up in occupancy rates. Barring unforeseen circumstances, the Board is optimistic about the prospects for this financial year.

4
Profit forecast

This is not applicable as no profit forecast was published.

5
Taxation 

	
	CURRENT QUARTER

Q1 

31 MAY 2004 RM’000
	PRECEDING

QUARTER

Q4

 31 MAY 2003 

RM’000
	CURRENT 

YEAR

TO DATE 

31 MAY 2004

RM’000
	PRECEDING

YEAR

TO DATE 

31 MAY 2003

RM’000

	Current year taxation
	338
	773
	338
	773

	Real property gain tax
	-
	-
	-
	-

	
	338
	773
	338
	773

	Deferred taxation
	(13)
	(177)
	(13)
	(177)

	
	325
	596
	325
	596

	Under/(Over) provision in previous years
	-
	-
	            -
	-

	
	325
	596
	325
	596


The higher effective tax rate as compared to the statutory tax rate of 28% for the current quarter and financial period is due to the disallowing of certain expenses for taxation purposes and unavailability of group relief losses incurred by certain subsidiaries.

6
Unquoted investments and properties

There was no sale of unquoted investments and / or properties for the current quarter under review and financial year to date.

7
Purchase or disposal of quoted investments

There was no sale of unquoted investments or properties of the Group for the current quarter under review.

8
Status of corporate proposal announced

The proposed Employee Share Option Scheme (“ESOS”) for eligible employees and directors of the Company was approved by the shareholders at the Company’s Annual General Meeting on 6 July 2004.

9
Borrowings and debt securities

	
	CURRENT FINANCIAL YEAR END 

31.5.2004

RM’ 000
	PRECEDING FINANCIAL YEAR END

29.2.2004

RM’ 000

	Borrowings – secured
	
	

	
	
	

	Repayable within the next 12 months
	
	

	Bank overdraft
	113
	-

	Term loans
	1,196
	2,183

	
	1,309
	2,183

	
	
	

	Repayable after the next 12 months
	
	

	Term loans
	19,742
	19,742


The Group has no borrowing and debt securities denominated in foreign currency.

10
Off balance sheet financial instruments

The Group and Company have not issued any such instrument as at the date of this report.

11
Changes in material litigation

There is no material litigation which is not in the ordinary course of business as at the date of this report.

12
Dividend

The Directors do not propose the payment of any interim dividend for the current quarter and financial period.

13
Earnings per share

Basic and diluted earnings per share

	

	Current quarter
	Year to-date

	
	RM
	RM

	Net profit attributable to ordinary shareholders
	7,151
	7,151

	
	
	

	Weighted average number of ordinary shares
	128,000,000
	128,000,000

	
	
	

	Basic and diluted earnings per share (sen)
	0.01
	0.01
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