PCCS GROUP BERHAD (COMPANY NO. 280929-K)

UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE 

QUARTER ENDED 31 MARCH 2004

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - MASB 26

 A1
Accounting policies
The application of the accounting policies and methods of computation in the quarterly financial statements is consistent with the most recent annual financial statements except for the adoption of MASB 25 : Income Taxes, which became effective from 1 January 2003.
The changes and effects of adopting MASB 25 had resulted in prior year adjustments as follows :-

(a) Change in Accounting Policies

Deferred tax liabilities are recognised for all taxable temporary differences. Previously, deferred tax liabilities were provided for on account of timing differences only to the extent that a tax liability was expected to materialise in the foreseeable future.

In addition, the Group have commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilised. Previously, deferred tax assets were not recognised unless there was reasonable expectation of their realisation.

(b) Prior Year Adjustments 

The effect of changes in accounting policies are as follows :-

	
	31 March 2004
	31 March 2003

	
	RM’000
	RM’000

	Effects on Retained Profits :-
	
	

	At 1 April, as previously stated
	46,527
	46,527

	Effects of adopting MASB 25
	(1,227)
	(1,227)

	
	45,300
	45,300

	
	
	

	
	
	

	Effects on Deferred Taxation :-
	
	

	At 1 April, as previously stated
	3,311
	3,311

	Effects of adopting MASB 25
	1,227
	1,227

	Current quarter provision
	   357
	-

	
	4,895
	4,538


A2
Qualification of financial statements

There was no audit qualification in the annual audited report of the Company’s previous annual financial statements for the year ended 31 March 2003.

A3
Seasonal or cyclical factors 

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

A4
Items of unusual nature and amount
There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence.

A5
Changes in estimates of amounts reported in prior interim periods of the current and prior financial years
There were no significant changes in estimates of amounts reported in prior interim periods of the current or previous financial years that have a material effect in the current interim period.

A6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities 
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares during the quarter ended 31 March 2004.

A7
Dividends paid
There was no dividend paid for the quarter ended 31 March 2004.

A8

Segment revenue and results
The segment revenue and segment results for business segments for the current financial year-to-date are as follows:-

	
	SEGMENT

  REVENUE

RM’000
	PROFIT/(LOSS) BEFORE TAXATION

RM’000

	Malaysia

Cambodia

China
	257,196

40,933

6,224
	11,643

(4,224)*

115

	Group’s share of profit of associated company

Loss on sale of share of associated company
	304,353

-

-
	7,534

2,781

(9,074)

	
	304,353
	1,241


*    Mainly due to the loss of RM5.9 million incurred by the new factory, Jusca 

      Garments (Cambodia) Ltd.

No segmental reporting by activity is prepared as the Group is principally involved in the textiles industry.

A9
Valuation of property, plant and equipment
The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements except for the net book values of the property and equipment where depreciation have been provided for in the current quarter and current financial year.  Any additions to the property and equipment are carried at cost less depreciation charge for the current quarter and current financial year.


A10
Subsequent events


The company, through its wholly-owned subsidiary Mega Labels & Stickers Sdn. Bhd, had on 5 April 2004 invested USD1,201,000/- in China Roots Packaging Pte. Ltd,, which was incorporated in The People’s Republic of China, representing 100% of the initial registered capital of China Roots Packaging Pte. Ltd.  The Company became the ultimate holding company of China Roots Packaging Pte. Ltd.

A11
The effect of changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations

The proposed disposal of the balance 630,000 ordinary shares of SGD1.00 each representing 45% equity interest in Tex Line Associates Pte Ltd to Tex Line Pte Ltd for a cash consideration of SGD7,462,204.00 was duly approved at the EGM of PCCS on 16 January 2004.  The proposed disposal was completed on 20 Jan 2004.

The Company, through its wholly-owned subsidiary Cross Creek Distribution Sdn Bhd, had on 9 February 2004 subscribed for 300,000 shares of RM1.00 each in the capital of Top Cheer Sdn Bhd, representing 60% of the total paid-up capital of Top Cheer Sdn Bhd at a total consideration of RM300,000/-, resulting in the Company being the ultimate holding company of Top Cheer Sdn Bhd. 

The above subscription did not materially impact the Company’s earnings per share and net tangible assets for the financial year ended 31 December 2003.

A12
Contingent liabilities and contingent assets
As at the date of issue of this interim report, there were no contingent liabilities and contingent assets that had arisen since the last annual balance sheet date other than corporate guarantee issued to financial institutions for credit facilities utilised by subsidiaries amounting to RM89,427,452 of the Group as at 20 May 2004.  (The latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B.
ADDITIONAL INFORMATION AS REQUIRED BY KLSE LISTING 
REQUIREMENTS (PART A OF APPENDIX 9B)



                                         

B1
Review of performance
During the period ended 31 Mar 2004, the Group recorded a higher turnover of RM304.4 million compared to RM259.7 million achieved in the previous corresponding period.  Despite the increase in the Group’s turnover, pre-tax profit of the Group dropped from RM18.8 million achieved in the last corresponding period to RM1.2 million recorded for the period under review.  Interests on borrowings stood at RM1,978k.  

The Group’s Labelling Division achieved better results over the previous corresponding period with increased orders from existing clients and wider market share for the products.  On the other hand, Jusca Garments (Cambodia) Ltd has not achieved the required efficiency and production capacity, thus caused the decline in the Group’s results.

B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter
Total turnover increased from RM53.1 million recorded in the preceding quarter to RM71.6 million achieved in the current quarter. This was mainly due to increase in orders from the Group’s Apparel and Labelling Division. But the loss incurred by Jusca Garments (Cambodia) Ltd was the main factor attributed to the decline in pre-tax profit from RM1.7 million to a loss of RM7.2 million. 

B3
Prospects
The Group will continue to draw up action plans for growth by improving efficiency and productivity.   Total revenue earned from its core business of garment manufacturing and other divisions are expected to be enhanced.  The Group is thus reasonably optimistic on the overall performance of the coming financial year.

B4
Variances from profit forecast and profit guarantee

Not applicable to the Company as no profit forecast or profit guarantee was published.

B5
Taxation

	Income tax expense
	
	12-month cumulative 

	
	   Current Quarter Ended
	Year-to-date

	
	          31 March 2004 
	31 March 2004

	
	RM’000
	RM’000

	
	
	

	Current Taxation
	548
	1,588

	Share of taxation of associated company 
	(27)
	1,089

	
	521
	2,677


The effective tax rate on the Group’s profit is higher than the statutory tax rate principally due to loss made by a foreign subsidiary.

B6
Profits/(losses) on sale of unquoted investments and/or properties

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

B7
Particulars of purchase or disposal of quoted securities
There was no purchases and disposal of quoted securities for the current quarter and financial year-to-date.

B8
Status of corporate proposals
The Group has not announce any corporate proposals which has not been completed 

as at the date of this announcement.

B9
Borrowings and debt securities
The Group borrowings and debt securities as at 31 March 2004 were :-

	Short Term Borrowings
	RM’000

	Unsecured -    Export Credit Refinancing

· Bankers’ Acceptance

· Trust Receipts & Letters of Credit (in USD)

Hire Purchase

Term Loan - Unsecured (in USD)

Term Loan – Unsecured (in RM)


	5,000

16,303

14,700

2,280

6,013

2,988

	
	47,284


The unsecured short-term borrowings are guaranteed by the Company. The above facilities bear interest of between 2.2% to 8% per annum.

	Long term borrowings 
	RM’000

	Term Loans - Unsecured  
	4,009

	Hire Purchase
	4,796

	
	8,805


The unsecured term loans are guaranteed by the Company. The above facilities    bear interest of between 5.0% to 8.0% per annum.

B10
Off balance sheet financial instruments
As at 20 May 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), the Group has entered into the following outstanding foreign currency contracts to hedge against confirmed export proceeds in foreign currencies:-

	
	
	
	EQUIVALENT

	
	
	CONTRACT
	AMOUNT IN

	TYPE
	CURRENCY
	AMOUNT
	RINGGIT MALAYSIA

	
	
	(‘000)
	(‘000)

	Foreign Exchange
	USD
	11,925
	45,315

	Sell Contract
	
	    
	

	
	
	
	


	EXPIRY DATES
	PURPOSE

	
	

	28/05/2004 To  13/09/2004 
	To hedge against confirmed export proceeds  

	
	


As the foreign currency contracts are entered into to hedge the Group’s confirmed export  proceeds in foreign currencies, the contracted rates will be used to convert the foreign currency amounts into Ringgit Malaysia as and when they are taken up, before the expiry dates.  

The Group does not foresee any significant credit and market risks as the rates are fixed at the time when the contracts are entered into.

      
There is no cash requirement for the above hedging instrument.

B11
Material litigation 

The Group is not engaged in any material litigation as at 20 May 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B12
Dividends
The Board of Directors has not recommended any interim dividend for the current quarter and current financial year-to-date.

B13
Earnings per share
(i) Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net loss attributable to ordinary shareholders of RM7,723,000 and the weighted average number of ordinary shares in issue during the quarter of 60,012,000 after adjusting for the ordinary shares issued pursuant to Employee Staff Option Scheme as follows:

	
	Unit’000

	Number of ordinary shares at 1 April 2003

Weighted average number of ordinary shares issued pursuant to Employee Share Option Scheme
	60,011

1


	Weighted average number of ordinary shares at 31 March 2004
	60,012


(ii) Diluted earning per share


There is no dilution in earnings per share as there was no dilutive potential ordinary shares as at 31 March 2004.

           BY ORDER OF THE BOARD

CHUA SIEW CHUAN (MAICSA 0777689)

COMPANY SECRETARY

26 May 2004

