PRINSIPTEK CORPORATION BERHAD

(Formerly Known As ITSUCOM BERHAD)

(Company No. 595000-H)

(Incorporated in Malaysia)


PART A : EXPLANATORY NOTES IN COMPLIANCE WITH MALAYSIAN ACCOUNTING STANDARD BOARD ("MASB") STANDARD 26

1.
BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with MASB Standard 26 "Interim Financial Reporting" and Paragraph 9.22 and Appendix 9B of the Listing Requirements of the Malaysia Securities Exchange Berhad ("MESB").
The accounting policies and method of computations adopted by the Company and its subsidiary and associated companies ("the Group") in the interim financial report are in accordance with the applicable approved accounting standards in Malaysia.

2.
AUDITORS' REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors' report on the preceding audited financial statements of the Company was not subject to any audit qualifications.

3.
SEASONAL OR CYCLICAL FACTORS

The Group's performance for the quarter ended 31 December 2003 was not affected by unusual seasonal or cyclical fluctuations.

4.
UNUSUAL ITEMS

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the quarter under review.

5.
CHANGES IN ESTIMATES

There were no material changes in estimates of the amounts reported in prior financial year which have a material effect in the current quarter.

6.
DEBT AND EQUITY SECURITIES

There were no issuances, cancellations, repurchases, resale and repayment of the debts and equity securities during the quarter under review except for the Corporate and Debt Restructuring Scheme ("CDRS") which resulted in the transfer of listing status of L&M Corporation Berhad (Special Administrators Appointed) ("L&M") to the Company on 10 December 2003. The details of the debt and equity securities that were issued during the quarter under review are as follows :

6.
DEBT AND EQUITY SECURITIES (CONTD.)

a) Issuance of new ordinary shares of RM0.50 each at par and Irredeemable Convertible Unsecured Loan Stocks 2003/2006 ("ICULS") at 100% nominal amount for the acquisition of 100% equity interest in the following companies :

	
	
	
	Ordinary shares
	ICULS

	
	
	
	Number
	Amount
	Number
	Amount

	
	
	
	('000)
	RM'000
	('000)
	RM'000

	
	
	
	
	
	
	

	i)
	Prinsiptek (M) Sdn Bhd
	
	    69,800 
	    34,900 
	       100 
	         100 

	ii)
	Tanah Perangsang Sdn Bhd
	
	      5,200 
	      2,600 
	         -   
	           -   

	iii)
	Gabungan Sanjung Sdn Bhd
	
	      4,200 
	      2,100 
	         -   
	           -   

	iv)
	Sekinchan Jaya Sdn Bhd
	
	         600 
	         300 
	         -   
	           -   

	
	
	
	    79,800 
	    39,900 
	      100 
	        100 


b) Issuance of 10,000,000 new ordinary shares of RM0.50 each at RM1.00 per share by way of private placement ;
c) Issuance of 816,040 new ordinary shares of RM0.50 each at par in exchange of 816,040 ordinary shares of RM1.00 each in L&M ; and
d) Issuance of RM36,000,000 ICULS at 100% nominal value to the creditors of L&M pursuant to the debt settlement under the CDRS.

7.
DIVIDEND PAID

There was no payment of dividends during the quarter under review.

8.
SEGMENTAL INFORMATION

Segmental information for the cumulative period is presented in respect of the Group's business segments as follows :

	
	
	Property
	
	
	

	
	Construction
	development
	Trading
	Elimination
	Total

	
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	Revenue
	
	
	
	
	

	External sales
	      161,659 
	        17,987 
	      5,395 
	           -   
	   185,041 

	Inter-segment sales
	        11,075 
	              -   
	    22,254 
	  (33,329)
	            -   

	Total revenue
	      172,734 
	        17,987 
	    27,649 
	  (33,329)
	   185,041 


8.
SEGMENTAL INFORMATION (CONTD.)

	
	
	Property
	
	
	

	
	Construction
	development
	Trading
	Elimination
	Total

	
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	Results
	
	
	
	
	

	Segment results
	        20,388 
	          4,274 
	         390 
	              -   
	   25,052 

	Interest expense
	        (1,145)
	              -   
	       (150)
	              -   
	    (1,295)

	Interest income
	            596 
	                3 
	              -   
	              -   
	        599 

	Share of results of 
	
	
	
	
	

	   associated company
	              (1)
	              -   
	              -   
	              -   
	          (1)

	Profit before tax
	      19,838 
	          4,277 
	         240 
	              -   
	   24,355 

	Taxation
	
	
	
	
	    (6,935)

	Minority interests
	
	
	
	
	         (29)

	Profit after tax after minority interests
	    17,391 

	Pre-acquisition results
	
	
	
	
	  (11,530)

	Net profit for the period
	
	
	
	
	     5,861 


9.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

The Group states its property, plant and equipment at cost less depreciation and does not adopt a policy to revalue its property, plant and equipment.

10.
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE INTERIM PERIOD

There were no material subsequent events from the end of the interim period to the date of this report that have not been reflected in the interim report for the quarter under review.

11.
CHANGES IN COMPOSITION OF THE GROUP

On 20 November 2003, the Company ("PCB") acquired the entire issued and paid up capital of the companies disclosed in Note 6(a) above pursuant to the CDRS of L&M. As a result, these companies became wholly owned subsidiary companies of PCB.

12.
CONTINGENT LIABILITIES

	
	
	RM'000
	RM'000

	Unsecured corporate guarantees given by the Company 
	
	  1,093 

	
	and the Group to trade suppliers
	
	

	Secured bank guarantees given by the Group to :
	
	

	
	- trade suppliers
	    4,297 
	

	
	- customers in the ordinary course of business
	 46,473 
	 50,770 

	 
	
	
	 51,863 


PART B : ADDITIONAL INFORMATION AS REQUIRED BY THE MSEB'S LISTING REQUIREMENTS

13.
REVIEW OF PERFORMANCE

The Group recorded a total revenue and net profit of RM70.9 million and RM5.9 million respectively for the current financial quarter/year to date.

14.
COMPARISON WITH PRECEDING QUARTER'S RESULTS
There are no comparative figures as this is the first quarterly financial results announced by the Group since its listing on the Second Board of MSEB on 10 December 2003.

15.
PROSPECTS

Barring unforeseen circumstances, with the existing balance of order book for the construction division coupled with the secured sales and potential launching of the property division, the Group remains confident of a brighter performance in the coming financial year. The Group will continue to focus on its core activities to further enhance and strengthen the synergy among its group of companies.

16.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT AND SHORTFALL IN PROFIT GUARANTEE

This disclosure requirement is not applicable as the Group did not publish any profit forecast nor profit guarantee.

17.
TAXATION

	
	
	Current Year
	Current Year

	
	
	Quarter
	To Date

	
	
	31.12.2003
	31.12.2003

	
	RM’000
	RM’000

	Malaysian taxation based on results for the period :
	
	

	
	- current
	       2,604 
	       6,690 

	
	- deferred
	          314 
	          314 

	
	
	       2,918 
	       7,004 

	Over provision in prior years 
	            -   
	          (69)

	
	
	       2,918 
	       6,935 


The effective tax rate for the Group for the current financial quarter/year to date is higher than the statutory tax rate because certain expenses are not allowable as deduction for tax purposes.

18.
SALES OF UNQUOTED INVESTMENTS/PROPERTIES

There were no disposals of unquoted investments or properties during the current financial quarter/year to date under review.

19.
QUOTED SECURITIES

a) There were no purchases and disposals of quoted securities during the current financial quarter/year to date under review.
b) Investment in quoted securities as at 31 December 2003 :

	
	
	
	 RM'000 

	i)
	At cost
	
	      11 

	ii)
	At carrying value
	
	      11 

	iii)
	At market value
	
	      17 


20.
CORPORATE PROPOSALS

a)
Status of the corporate proposals

The Company had vide an announcement made on 5 February 2004, announced that it proposed to implement an Employees' Share Option Scheme ("ESOS") for the eligible employees and executive directors of Group.
20.
CORPORATE PROPOSALS (CONTD.)
a)
Status of the corporate proposals (contd.)
The Proposal was approved by the shareholders of the Company at its Extraordinary General Meeting held on 21 February 2004. The Proposal is currently pending approval-in-principle from MSEB for the listing of and quotation for the new ordinary shares to be issued arising from the exercise of share options under the Proposal.

Save as disclosed above, there were no other corporate proposals announced but not completed as at the date of this report.

b)
Status of utilisation of proceeds

The Company raised RM10 million from the private placement pursuant to the CDRS disclosed in Note 6(b) above. The details of the utilisation of the proceeds as at 31 December 2003 are as follows :

	
	
	Proposed
	Actual
	

	
	
	utilisation
	utilisation
	Balance

	
	
	RM'000
	RM'000
	RM'000

	Payment to Special Administrators for the purpose 
	
	
	

	
	of Debt Settlement pursuant to the CDRS of L&M
	     2,000 
	     2,000 
	          -    

	Working capital
	     6,500 
	     6,500 
	          -   

	Listing and CDRS exercise expenses
	     1,500 
	     1,500 
	          -   

	
	
	   10,000 
	   10,000 
	          -   


21.
GROUP BORROWINGS

	
	Secured
	Unsecured
	Total

	
	RM'000
	RM'000
	RM'000

	Short term borrowings
	  47,468 
	            -   
	47,468 

	Long term borrowings
	       350 
	            -   
	     350 

	
	  47,818 
	            -   
	47,818 


22.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk as at the date of this report.

23.
MATERIAL LITIGATIONS

Save as disclosed below, PCB and its subsidiary companies are not engaged in any material litigation, claims or arbitration, either as plaintiff or defendant as at the date of this report :

23.
MATERIAL LITIGATIONS (CONTD.)
a) On 23 May 2000, Prinsiptek (M) Sdn Bhd ("PST"), a wholly owned subsidiary company of PCB, received a writ of summons by WEA Engineers & Associates Sdn Bhd ("WEA") claiming against PST for a sum of RM157,837.28 being the balance of professional fees for civil and structural engineering consulting services rendered by WEA to PST. PST has filed a counter-claim dated 25 July 2000 fir the sum of RM820,766.04 against WEA being losses suffered by PST to rectify bored piling works that could be due to defective drawings and specifications of bored pile prepared by WEA. The Court has fixed 3 September 2004 as the next date for case management.
b) On 22 March 2002, PST received a writ of summons by Nikmat Jasa Piling (M) Sdn Bhd ("Nikmat") claiming against PST for a liquidated sum of RM887,850.53 being special damages and general damages to be assessed in respect of piling works done by Nikmat for PST. PST has filed a counter-claim dated 31 July 2002 for the sum of RM1,077,811.68 against Nikmat being special damages and rectification costs incurred by PST. An application has been filed and fixed for hearing on 12 March 2004 to consolidate this action with the above mentioned suit as disclosed in Note 23(a) herein.
c) On 1 November 2002, PST filed a writ of summons against Juru Bena Tenaga Sdn Bhd ("JBT") for a sum of RM510,937.54 for services rendered to JBT by PST. The case was fixed for case management on 5 January 2004 and had subsequently been vacated by the Court to a later date which has yet to be fixed.

24.
EARNINGS PER SHARE

a)
Basic earnings per share

The basic earnings per share has been calculated by dividing the Group's net profit attributable to the shareholders for the current financial quarter/year to date by the weighted average number of ordinary shares in issue during the financial quarter/year to date under review as follows :
	
	Individual Quarter
	Cumulative Quarter

	
	
	Preceding
	
	Preceding

	
	Current
	Year
	Current
	Year

	
	Year
	Corresponding
	year
	Corresponding

	
	Quarter
	Quarter
	to date
	Period

	
	31.12.2003
	31.12.2002
	31.12.2003
	31.12.2002

	Net profit attributable to 

   the shareholders (RM'000)
	        5,861 
	NA
	       5,861 
	 NA 

	
	
	
	
	

	Weighted average number of 

   ordinary shares in issue ('000)
	      40,383 
	NA
	     10,179 
	 NA 

	
	
	
	
	

	Basic earnings per share (sen)
	        14.51 
	NA
	      57.58 
	 NA 


24.
EARNINGS PER SHARE (CONTD.)

b)
Diluted earnings per share

The diluted earnings per share has been calculated by dividing the Group's net profit attributable to the shareholders for the current financial quarter/year to date by the weighted average number of ordinary shares, after adjusted for the effects of dilutive potential ordinary shares from conversion of the ICULS as follows :

	
	Individual Quarter
	Cumulative Quarter

	
	
	Preceding
	
	Preceding

	
	Current
	Year
	Current
	Year

	
	Year
	Corresponding
	year
	Corresponding

	
	Quarter
	Quarter
	to date
	Period

	
	31.12.2003
	31.12.2002
	31.12.2003
	31.12.2002

	Net profit attributable to the 
   shareholders (RM'000)
	          5,861 
	 NA 
	        5,861 
	 NA 

	Adjustment for after tax effect of 
	
	
	
	

	   interest on ICULS (RM'000)
	               58 
	 NA 
	            58 
	 NA 

	Adjusted profit attributable to
	
	
	
	

	   the shareholders (RM'000)
	          5,919 
	 NA 
	       5,919 
	 NA 

	
	
	
	
	

	Weighted average number of 
	
	
	
	

	   ordinary share in issue ('000)
	       40,383 
	 NA 
	    10,179 
	 NA 

	Adjustment for the assumed 
	
	
	
	

	   conversion of ICULS ('000)
	       16,088 
	 NA 
	      4,055 
	 NA 

	Adjusted weighted average 

   number of ordinary shares 

   in issue and issuable
	       56,471 
	 NA 
	    14,234 
	 NA 

	
	
	
	
	

	Diluted earnings per share (sen)
	        10.48 
	 NA 
	      41.58 
	 NA 
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