PARACORP BERHAD (381680-K)

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 SEPTEMBER 2005.  THE FIGURES HAVE NOT BEEN AUDITED.

NOTES TO ACCOUNTS

1.
Accounting policies and methods of computation

The interim financial statements have been prepared in accordance with FRS 134: Interim Financial Reporting and Chapter 9 part K paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the audited financial statements for the year ended 31 December 2004.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004.

2.
Qualification of audit report of the preceding annual financial statements

There was no qualification in the audit report of the preceding annual financial statements.

3.
Seasonality or cyclicality of interim operations


The turnover in the third quarter of the year has increased slightly from the second quarter.
4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flow that is unusual because of their nature, size, and incidence

There were no items affecting assets, liabilities, equity, net income, or cash flow that were unusual because of their nature, size and incidence.

5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years
There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years, which have a material effect in the current financial quarter.

6.
Issuances, cancellations, repurchases, resale and repayments of debts and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities during the current financial year-to-date.

7.
Dividends 


There was no dividend paid during the current financial quarter.

8.
Segmental Reporting
The Group’s segmental report for the financial year-to-date is as follows:-

	By Business Segment 
	Nine months ended 30 September 2005

	
	Investment holding
	Manufacturing
	Trade, services and others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment revenue
	
	
	
	

	Revenue – External 
	119
	56,480
	168
	56,767

	
	
	
	
	

	Segmental results
	
	
	
	

	Segment results 
	(1,869)
	(381)
	(3,251)
	(5,501)

	Interest expense
	(801)
	(3,872)
	(409)
	(5,082)

	Amortisation of goodwill
	
	
	
	(608)

	Loss before taxation
	
	
	
	(11,191)

	
	
	
	
	

	
	Nine months ended 30 September 2004

	
	

	
	Investment holding
	Manufacturing
	Trade, services and others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment revenue
	
	
	
	

	Revenue – External
	270
	65,339
	163
	65,772

	
	
	
	
	

	
	
	
	
	

	Segmental results
	
	
	
	

	Segment results 
	(2,202)
	2,976
	(3,503)
	(2,729)

	Interest expense
	(801)
	(4,298)
	(471)
	(5,570)

	Amortisation of goodwill
	
	
	
	(655)

	Loss before taxation
	
	
	
	(8,954)

	
	
	
	
	


All inter-segment transactions were entered into in the normal course of business and have been established under normal commercial terms that are no less favourable than those arranged with independent parties. 

9.
Valuations of property, plant and equipment

The valuations of property, plant and equipment were brought forward without any amendments from the previous annual financial statements.

10.
Material events not reflected in the financial statements


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.

11.
Changes in the composition of the Group


There were no changes in the composition of the Group during the interim period under reporting.

12.
Changes in contingent liabilities and contingent assets


The Company is contingently liable for corporate guarantees against bank credit facilities granted to the Group and a former subsidiary. There were no changes in the contingent liabilities and contingent assets since the last annual balance sheet except the amount of contingent liabilities vary in accordance to the amount outstanding on the bank credit facilities. 

13.
Commitments for purchase of property, plant, and equipment

There are no material commitments for purchase of property, plant and equipment during the current financial quarter.

14.
Related party transaction


There were no material related party transactions entered into during the current financial quarter except as disclosed below:

a) Paracorp Berhad entered into a rental agreement with a company related to a major shareholder amounting to approximately RM109,000 during the current financial quarter. This transaction was entered into on normal commercial terms and is no less favourable if entered into with a third party.

b)
Paracorp Berhad entered into a rental agreement to sub-let part of its office building to a company related to a major shareholder amounting to approximately RM40,000 during the current financial quarter. This transaction was entered into on normal commercial terms and is no less favourable if entered into with a third party.

15.
Review of performance

Turnover for the current quarter and financial year to date compared to the preceding year corresponding quarter and financial year to date reduced by RM3.4 million and RM9.0 million respectively. The reduction is mainly due to delays in the introduction of new models/products by our customers which in turn led to decrease in orders to us.

Loss from operations for the current quarter and financial year to date reduced by RM0.5 million and increased by RM1.9 million respectively as compared to the preceding year corresponding quarter and preceding financial year to date. Loss from operations for the current quarter is lower compared to the preceding year corresponding quarter as a result of improved margins achieved during the current quarter. However, loss from operations for the financial year to date worsened compared to last year as turnover for this year is much lower compared to last year.

16.
Material changes in profit before taxation for the current quarter as compared with immediate preceding quarter
Turnover for the current quarter is slightly higher compared to the immediate preceding quarter. As mentioned, turnover in the third quarter is traditionally higher compared to second quarter, however the increase is marginal due to delays in the introduction of new models/ products.

The Group’s results from operations have improved as compared to the immediate preceding quarter. This improvement coincides with the increase in selling prices and margins in the current quarter.

17.
Prospects for the Year 2005

The Group will continue its search for new businesses and solutions to improve its financial position.

18.
Profit forecast 


No commentary is made on any variance between actual profit from forecast profit, as it does not apply to the Group. 

19.
Taxation

	
	Current quarter

RM’000
	Cumulative quarter

RM’000

	Current year provision
	-
	(33)

	Under provision in prior year
	-
	(12)

	Deferred taxation
	9
	27

	Total
	9
	(18)


Although the operations of the Group resulted in a loss, provision for taxation has been made for profitable subsidiaries due to non-availability of group tax relief.

20.
Sale of unquoted investments and/or properties


As disclosed in the preceding quarter, a subsidiary completed the disposal of a freehold land and building for a consideration of RM0.5 million. The loss on this disposal of RM0.02 million was recognised in the preceding quarter. During the current financial quarter a subsidiary of the Group completed the disposal of its leasehold land together with the building for a sale consideration of RM2.5 million. The loss arising from the disposal of this leasehold land together with the building amounted to RM0.3 million and has been recognised in this quarter.

21.
Quoted securities

(a) As disclosed in the preceding quarter, a subsidiary completed the disposal of an aggregate of 68,000,000 ordinary shares of HKD0.01 each in South Sea Holding Company Limited (“SSHCL”) for a total cash consideration of approximately RM0.9 million in the open market. The disposal resulted in a loss of approximately RM0.4 million and was recognised in the preceding quarter.

During the current quarter a subsidiary of the Group disposed of an aggregate of 10,000 ordinary shares in Latitude Tree Holdings Berhad for a total cash consideration of approximately RM0.022 million in the open market which resulted in a loss of approximately RM0.003 million.

(b) Particulars of investment in quoted shares as at 30 September 2005 are as follows:-

	
	RM’000

	At cost
	189

	At net book value
	187

	At market value
	157


22.
Corporate proposal

There were no new corporate proposals or uncompleted corporate proposals.
23.
Group’s borrowings as at 30 September 2005 were as follows:

	
	RM’Million

	Secured

    Short term borrowings

    Long term borrowings
	71.6

6.7


24.
Off balance sheet financial instruments


There are no off balance sheet financial instruments as at the date of this report.

25.
Changes in material litigation


There is no material litigation as at the date of this report.

26.
Dividend


The Company did not propose any dividend during the financial quarter.

27.
Earning per share

Basic earnings per share

The calculation of basic earnings per share is based on the net loss attributable to ordinary shareholders of RM11,396,000 and the number of ordinary shares during the quarter of 133,101,002.

Diluted earnings per share

No diluted earnings per share is disclosed due to anti-dilutive effect of share options and warrants.

