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PART A:
EXPLANATORY NOTES IN COMPLIANCE WITH FINANCIAL REPORTING STANDARDS ("FRS") 134
1.
BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with FRS 134 "Interim Financial Reporting" and Paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad ("Bursa Securities").
The interim financial report should be read in conjunction with the annual audited financial statements of the Prinsiptek Corporation Berhad ("PCB " or "the Company") Group ("the Group") for the financial year ended 31 December 2009.

These explanatory notes attached to the interim financial report 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 financial year ended 31 December 2009.

2.
CHANGES IN ACCOUNTING STANDARDS

The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 December 2009 except for the early adoption of IC Interpretation 15: Agreement for the Construction of Real Estate and the adoption of the following new/revised Financial Reporting standards ("FRSs"), amendments to FRS and Issues Committee ("IC") Interpretations effective for financial periods as stated below:-
	
	
	Effective date 


	FRS 8
	Operating Segments
	1 July 2009

	FRS 4
	Insurance Contracts
	1 January 2010

	FRS 7
	Financial Instruments: Disclosures
	1 January 2010

	FRS 101
	Presentation of Financial Statements
	1 January 2010

	FRS 123
	Borrowing Costs
	1 January 2010

	FRS 139
	Financial Instruments: Recognition and 
  Measurement
	1 January 2010

	Amendments to 

  FRS 2
	Share-based payment-Vesting Conditions and     

  Cancellations
	1 January 2010

	Amendments to
  FRS 132
	Financial Instruments: Presentation

  - paragraphs 95A, 97AA and 97AB

  - paragraphs 11, 16 and 97E
	1 January 2010
1 March 2010

	IC Interpretation 9 
	Reassessment of Embedded Derivatives
	1 January 2010

	IC Interpretation 10
	Interim Financial Reporting and Impairment
	1 January 2010

	IC Interpretation 11
	FRS2 - Group and Treasury Share Transactions
	1 January 2010

	IC Interpretation 13
	Customer Loyalty Programmes
	1 January 2010

	IC Interpretation 14
	FRS 119 - The Limit on a defined Benefit Asset,
  Minimum Funding Requirements and their  

  Interaction
	1 January 2010


2.
CHANGES IN ACCOUNTING STANDARDS (CONTD.)
	
	
	Effective date


	Amendments to FRS 1, First-time Adoption Financial Reporting Standards
  and FRS 127, Consolidated and Separate Financial Statements – Cost of an
  investment in a subsidiary, Jointly Controlled Entity or Associate
	1 January 2010

	Amendments to FRS 139, Financial Instruments: Recognition and
  Measurement, FRS 7, Financial Instruments: Disclosures and IC
  Interpretation 9, Reassessment of Embedded Derivatives
	1 January 2010

	Amendments to FRSs contained in the document entitled "Improvements 
  to FRSs (2009) "
	1 January 2010



Other than the implications as discussed below, the adoption of the above standards, amendments and interpretations did not result in any significant changes in the accounting policies and presentation of the financial results of the Group:- 
a) FRS 101 : Presentation of Financial Statements
The standard requires the Group to present, in a statement of changes in equity, all owner changes in entity. The Group has elected to show comprehensive income in a statement of comprehensive income. All non-owner changes in equity are required to be presented in the consolidated statement of comprehensive income as other comprehensive income.
b) FRS 139 : Financial Instruments : Recognition and Measurement

This standard establishes the principles for the recognition, derecognition and measurement of an entity’s financial instruments and for hedge accounting. 
Financial instrument are recorded initially at fair value. Subsequent measurement of the financial instrument at the balance sheet date reflects the designation of the financial instruments. The Group determines the classification at initial recognition and for the purpose of the first adoption of the standard, as at transitional date on 1 January 2010.

Financial Assets

Financial assets are classified as financial assets at fair value through profit or loss, loans and receivables, held-to-maturity investments, available for sales financial assets, or as derivatives designated as hedging instrument in an effective hedge, as appropriate.
The Group’s financial assets include cash and fixed deposits, receivables and investments.

i) Receivables
Prior to 1 January 2010, receivables were stated at gross receivables less provision for doubtful debts. Under FRS 139, receivables are initially measured at fair value and subsequently at amortised cost using the effective interest method. Gains and losses arising from the derecognition of the receivables, amortisation and impairment losses are recognised in the profit and loss.
      2.      CHANGES IN ACCOUNTING STANDARDS (CONTD.)
ii) Investments

Prior to 1 January 2010, investments were accounted for at cost adjusted for amortisation of premium and accretion of discount less impairment. Under FRS 139, investments in quoted shares were designated as financial assets at fair value through profit and loss. Subsequent to initial recognition, financial assets at fair value through profit and loss are measured at fair value. Any gains or losses arising from changes in fair value are recognised in profit and loss. Investments in unquoted bonds were designated as held-to-maturity investments. Subsequent to initial recognition, held-to-maturity investments are measured at amortised cost using the effective interest method. Gains and losses arising from the derecognition of the investments, amortisation and impairment losses are recognised in the profit and loss.
Financial liabilities

Financial liabilities are classified as financial liabilities at fair value through profit and loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
The Group’s financial liabilities include trade and other payables, loans and borrowings. These financial assets are recognised initially at fair value adjusted for directly attributable transaction costs and subsequently measured at amortised cost using effective interest method. 
Impact on opening balances

In accordance with the transitional provisions of FRS 139, the above changes are applied prospectively and the comparatives as at 31 December 2009 are not restated. Instead, the changes have been accounted for by restating the following opening balances in the statements of financial position as at 1 January 2010:-
                                                                         As at 31                       Effect of                           As at 1
RM’000                                               December 2009                       FRS139                  January 2010
Assets

Other investments                                                       11                                (5)                                 6

Trade and other receivables                                 74,837                             (353)                       74,484
Liabilities

Trade and other payables                                     71,316                             (531)                       70,785
Long term trade payables                                      9,894                             (762)                         9,132

Equity

Retained earnings                                                 35,669                               935                        36,604

                _________________________________________________________________________________
The adoption of FRS 139 does not have any significant impact on the profit for the financial year-to-date.

2.      CHANGES IN ACCOUNTING STANDARDS (CONTD.)
c) IC Interpretation 15 : Agreement for the Construction of Real Estate
This new interpretation provides guidance on when to account for revenue from the construction of real estate based on the percentage of completion and when based on the delivery. The implementation of this interpretation will mainly change the Group’s revenue recognition of housing developer contracting to take place at the time of delivery instead of recognised based on the percentage of completion method. 
The early adoption of IC interpretation 15 does not have any significant impact on the financial result of PCB. 
As at 31 March 2010, certain new accounting standards, amendments and interpretations have been issued but not yet effective. The Group has not adopted those standards, amendments and interpretations except for IC Interpretation 15: Agreement for the Construction of Real Estate as discussed in (c) above. Those standards, amendments and interpretations have no significant impact on the financial statements of the Group.
3.
AUDITORS' REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors' report on the preceding audited financial statements of the Group was not subjected to any audit qualifications.
4.
SEASONAL OR CYCLICAL FACTORS

The Group's performance for the current financial quarter ended under review was not affected by unusual seasonal or cyclical fluctuations.

5.
UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows of the Group during the financial quarter under review.

6.
CHANGES IN ESTIMATES

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

7.
DEBT AND EQUITY SECURITIES

There were no cancellation, repurchases, resale and repayments of debt and equity securities by the Company during the quarter other than the following:-
a) the Company settled RM81.0 million nominal value of Murabahah Commercial Papers ("MCPs"); and
b) the Company issued RM81.0 million nominal value of MCPs. The proceeds from the MCPs was utilised to refinance the matured MCPs.

The total outstanding MCPs at 31 March 2010 amounted to RM27.0million.
8.
DIVIDEND
There was no dividend paid during the current financial quarter to date.

9.
SEGMENTAL INFORMATION

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

	
	Construction
	Development
	and Others
	Elimination
	Total

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

	Revenue
	
	
	
	
	

	External sales
	24,133
	-
	  8,415
	-
	32,548

	Inter-segment sales
	   -
	-
	  2,185
	(2,185)
	-

	Total revenue
	24,133
	-
	10,600
	(2,185)
	32,548

	Results
	
	
	
	
	

	Segment results
	1,402
	(180)
	   478
	-
	    1,700

	Interest expense
	
	
	
	
	(401)

	Interest income
	
	
	
	
	367

	Total results
	
	
	
	
	1,666


10.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

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

11.
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE INTERIM PERIOD

There were no material subsequent events from the end of the current interim financial period to the date of this report that have not been reflected in this report.
12.
CHANGES IN COMPOSITION OF THE GROUP

There were no changes in composition of the Group during the current financial quarter under review  and up to the date of this report except for the following:-
a) On 24 February 2010, the Company’s wholly owned subsidiary company, Prinsiptek (M) Sdn Bhd ("PST"), acquired 100% of the issued and fully paid up share capital of Prinsiptek Panel Sdn Bhd ("PPSB") comprising 2 ordinary shares of RM1.00 each at its par value. PPSB became a wholly owned subsidiary company of PST and PCB on the same date.
b) PCB had on 10 May 2010 acquired 1 ordinary share of Brunei Dollar ("BND") 1.00 each in      Prinsiptek Bina Sdn Bhd ("PBSB") at its par value. On the same day, PCB subscribed for 699,999 ordinary shares of BND1.00 each in PBSB. PBSB is a Brunei-incorporated company with issued and paid up capital of BND1,000,000 comprising 1,000,000 ordinary shared of BND1.00 each. Subsequent to this acquisition, PBSB became a 70% owned subsidiary company of PCB.
13.
DISCONTINUED OPERATIONS
There was no discontinued operations event during the current financial quarter to date under review.

14.
CAPITAL COMMITMENT


The amount of capital commitments not provided for in the interim financial statement as at 31 March 2010 was as follows:-
	
	
	RM'000

	Approved and contracted for:-
	
	

	   Property, Plant and Equipment
	
	315


15.
CHANGES IN CONTINGENT ASSETS AND CONTINGENT LIABILITIES

	
	
	RM'000
	
	RM'000

	Unsecured corporate guarantees given by the Company 
	
	
	

	
	and the Group to trade suppliers
	
	
	    9,365

	Unsecured corporate guarantees given by the Company to:-
	
	
	

	
	- financial institutions for banking, hire purchase 

   and leasing facilities granted to subsidiary companies
	
	
	     74,395  

	
	- clients
	
	
	     7,157

	Secured bank guarantees given by the Group in the ordinary

         course of business to:-
	
	
	

	
	  - trade suppliers
	2,818
	
	

	
	  - authorities
	739
	
	

	
	  - clients
	29,707
	
	33,264

	 
	
	
	
	124,181


PART B:
ADDITIONAL INFORMATION AS REQUIRED BY LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD ("BURSA SECURITIES")
16.
REVIEW OF PERFORMANCE

For the current financial quarter, the Group achieved total revenue of RM32.55 million representing an increase of 27.20% as compared to RM25.59 million in the preceding year corresponding quarter. For the same comparative period, the profit before taxation has improved by 18.44% from RM1.41 million to RM1.67 million. The improvement was in view of increased activities in the construction division.
17.
COMPARISON WITH PRECEDING QUARTER'S RESULTS

The Group registered lower revenue of RM32.55 million in current financial quarter as opposed to RM64.99 million in the preceding quarter. The decline was due to high revenue in preceding quarter in line with recognition of overseas project completed then. Nevertheless, the Group has improved its financial results from a loss before taxation of RM12.51 million in the preceding quarter to a profit position of RM1.67 million in the current financial quarter.
18.
PROSPECTS

With the existing balance in the order book, new local projects and overseas ventures expected to be secured by the construction division, the division will remain as the main driver to the Group’s results in the next financial quarter. 

In light of the intense competition and rising material costs facing by construction and property industries, the construction and property markets are expected to be challenging in the near future. 
The Group will continue to adopt a prudent approach in its operations and focus on its core activities to enhance and strengthen the synergy among its group of companies. The Board of Directors is cautiously optimistic of the performance of the Group for the coming financial quarter.
19.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT AND SHORTFALL IN PROFIT GUARANTEE

This disclosure requirement for explanatory notes for the variance of actual profit after taxation and minority interest and forecast profit after taxation and minority interest and for the shortfall in profit guarantee are not applicable.
20.
TAXATION

	
	Current Year 

Quarter
	
	Current Year 

To Date

	
	31.03.2010
	
	31.03.2010

	RM’000
	
	RM’000

	Malaysia tax in respect of:-
	
	
	

	     -  current results
	765
	
	765


The effective tax rate for the Group for the current quarter period to date was higher than the statutory tax rate mainly due to certain expenses are not allowable as deduction for tax purpose and no group relief is available with respect to losses incurred by certain companies within the Group.
21.
SALES OF UNQUOTED INVESTMENTS/PROPERTIES

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

22.
QUOTED SECURITIES

a) There were no purchases and disposals of quoted securities during the current financial quarter/period to date under review.

b) Investment in quoted securities as at 31 March 2010:-
	
	
	
	 RM'000 

	i)
	At cost
	
	      11 

	ii)
	At carrying value
	
	       6

	iii)
	At market value
	
	       6


23.
CORPORATE PROPOSALS - STATUS OF THE CORPORATE PROPOSALS
There were no corporate proposals announced but not completed as at the date of this report.
24.
GROUP BORROWINGS

	
	Total

	
	RM'000

	Secured
	

	Short term borrowings and loans
	71,196

	Long term borrowings
	11,055

	
	82,251


25.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk as at the date of this report.
26.
MATERIAL LITIGATIONS

Save as disclosed below, the Company 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:-
a) In respect of the Writ of Summons dated 23 May 2000 filed by WEA Engineers & Associates Sdn Bhd ("WEA") at Kuala Lumpur High Court vide Suit No. S1-22-171-2001, WEA is claiming against Prinsiptek (M) Sdn Bhd ("PST") for a sum of RM157,837 being the balance of professional fees for civil and structural engineering consulting services rendered by WEA to PST. PST has filed the Statement of Defence and Counter-Claim dated 25 July 2000 for the sum of RM820,766 against WEA being the losses suffered by PST to rectify bored piling works that could be due to defective drawings and specifications of bored pile prepared by WEA. An application to consolidate this action with the suit in item (b) below i.e. from the High Court of Kuala Lumpur to the High Court of Shah Alam, was filed in court on 27 November 2003 and it is fixed for case management on 30 April 2004 for parties to file in their written submissions. Parties have filed in their respective written submissions and the matter was fixed for hearing on 5 July 2004. Upon hearing submissions by both parties, an Order for consolidation was granted by the Court.
Since this action has been consolidated with item (b) below, the High Court of Shah Alam has given a new suit number for this matter, namely Civil Suit No. MT4-22-584-2004. The matter is now fixed for case management on 31 May 2010 for the parties to finalise the Bundle of Documents, Issues to be Tried and Statement of Agreed Facts together with the suit in item (ii) below.
b) In respect of a Writ of Summons dated 22 March 2002 filed by Nikmat Jasa Piling (M) Sdn Bhd ("Nikmat") against PST vide the Shah Alam High Court Suit No. MT4-22-203-2002, Nikmat is claiming against PST a liquidated sum of RM919,640 being the special damages and general damages to be assessed in respect of piling works done by Nikmat for PST. PST has filed a Statement of Defence and Counter-claim dated 31 July 2002 for the sum of RM1,459,968 against Nikmat being the special damages and rectification costs incurred by PST. On 23 November 2002, PST has filed the Amended Defence and Counter-claim. Nikmat has filed the Reply to the Defence and Defence to the Counter-Claim on 27 May 2004.
In additions, Nikmat has filled the notice to attend the pre-trial case management on 6 July 2004. The matter is now fixed for case management on 31 May 2010 for the parties to finalise the Bundle of Documents, Issue to be Tried and Statement of Agreed Facts together with the suit in item (i) above.
c) In respect of a Writ of Summons filed by PST on 1 November 2002 against Juru Bena Tenaga Sdn Bhd ("JBT") at the Kuala Lumpur High Court vide Suit No. 22-1778-2002, PST claimed against JBT a sum of RM510,938 for services rendered to JBT by PST. The case was fixed for full trial on 10 August 2009, 11 August 2009, 12 August 2009 and 13 August 2009. The trial proceeded as scheduled whereby PST’s case ("Plaintiff’s case") was closed on 12 August 2009. 

26.
MATERIAL LITIGATIONS (CONTD.)
However, the case could not proceed with continued hearing of JBT’s case ("Defendant’s case") on 13 August 2009 because a provisional winding up order was made against the Defendant ("the Provisional Winding Up Order") on 13 August 2009. Thus, the Court had to vacate the trial date on 
13 August 2009 and fixed the next case management on 16 September 2009 pending the outcome of the Provisional Winding Up Order. 

During the case management on 16 September 2009, the Defendant’s solicitors has informed the Court that their case on the Provisional Winding Up Order which came up for mention on 8 September 2009 was further adjourned to 16 December 2009 to allow more time for the Defendant to settle. Therefore, the Court has directed for the continued hearing of the above matter and had fixed the hearing dates on 8 October 2009, 10 November 2009, 16 November 2009 and 20 November 2009.

On 17 December 2009, the Court granted the Plaintiff’s claim and also the Defendant’s counter claim with the cost of the damages to be assessed. The Plaintiff had filed a Notice of Appeal against the Defendant’s counter claim and the Court is yet to fix any date. Meanwhile the Court has fixed 14 June 2010 as next mention date for the Plaintiff to file affidavit for the assessment of damages.
d) In respect of a civil suit commenced by Pembinaan Pakat Sejati Sdn Bhd ("PPS") against PST on 27 November 2008 in the Kuala Lumpur High Court under Suit No.: D1-22-2182-2008, PPS claimed against PST a sum of RM1,346,015.88 for sub-contractor claims that have yet to be approved by PST. 
PPS obtained the judgment in default ("JID") on 18 December 2008 and served a winding up petition on PST in the Shah Alam High Court under Suit No.: MT5-28-57-2009 on 6 March 2009 for a sum of RM1,360,991.74 including interest and incidental cost.

On 20 May 2009 the Court of Appeal heard PST’s application for a stay of execution pending outcome of the PST’s appeal to the Court of Appeal to set aside the JID. A consent judgement was recorded in the Court of Appeal inter alia that the execution of the JID dated 18 December 2008 be stayed until the hearing proper of PST’s appeal is heard by the Court of Appeal. By virtue of that, PST had on 22 May 2009 paid RM654,364.75 to PPS and the winding-up petition had been withdrawn by PPS on even date.

      Further to Notice of Appeal PST had on the 19 March 2010 filed a Notice of Motion to adduce fresh
      evidence. The Appeal court is yet to fix a hearing date for the said Notice of Motion.

27.
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/period to date by the weighted average number of ordinary shares in issue during the financial quarter/period to date under review as follows:-
27.
EARNINGS PER SHARE (CONTD.)
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Preceding
	
	
	Preceding

	
	Current
	Year
	
	Current
	Year

	
	Year
	Corresponding
	
	Year
	Corresponding

	
	Quarter
	Quarter
	
	To Date
	Period

	
	31.03.2010
	31.03.2009
	
	31.03.2010
	31.03.2009

	
	
	
	
	
	

	Net profit attributable to the equity
   holders of parent (RM'000)
	824
	731
	
	824
	731

	Weighted average number of 

   ordinary shares in issue ('000)
	126,783
	126,783
	
	126,783
	126,783

	
	
	
	
	
	

	Basic earnings per share (sen)
	0.65
	0.58
	
	0.65
	0.58


b)
Diluted earnings per share

The diluted earnings per share has been calculated by dividing the Group's net profit attributable to the equity holders of parent for the current financial quarter/period to date by the weighted average number of ordinary shares, after adjusted for the effects of dilutive potential ordinary shares from the assumed exercise of options under the Employees’ Share Option Scheme ("ESOS") of the Company as follows

	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Preceding
	
	
	Preceding

	
	Current
	Year
	
	Current
	Year

	
	Year
	Corresponding
	
	Year
	Corresponding

	
	Quarter
	Quarter
	
	To Date
	Period

	
	31.03.2010
	31.03.2009
	
	31.03.2010
	31.03.2009

	
	
	
	
	
	

	Net profit attributable to the equity
   holders of parent (RM'000)
	824
	731
	
	824
	   731

	Weighted average number of 

   ordinary shares in issue ('000)
	126,783
	       126,783
	
	126,783
	126,783

	Adjustment for the assumed   
   exercise of options under 

   ESOS # ('000)
	-
	-
	
	-
	-

	Adjusted weighted average 

   number of ordinary shares 

   in issue and issuable ('000)
	126,783
	    126,783
	
	126,783
	126,783

	
	
	
	
	
	

	Diluted earnings per share (sen)
	0.65
	0.58
	
	0.65
	0.58


# - no adjustment is made for the assumed exercise of options under the ESOS of the Company as during the current year quarter/period to date as the effect of any assumed exercise of options under the ESOS on the basic earning per share is anti-dilutive.
PART C :
INFORMATION ON PROVISION OF FINANCIAL ASSISTANCE PURSUANT TO PARAGRAPH 8.23 AND PRACTICE NOTE 11/2001 UNDER LISTING REQUIREMENTS OF BURSA SECURITIES

28.
FINANCIAL ASSISTANCE
The financial assistance rendered by the Company and the Group for the current financial quarter /period to date:-
	
	
	Current Year 

Quarter
	Current Year 

To Date

	Type of Financial Assistance
	Parties
	31.03.2010
	31.03.2010

	
	
	RM’000
	RM’000

	Secured bank guarantees given by
  the Group in the form of bank  

  guarantees to supplier
	Non-wholly owned subsidiary company
	100
	100

	Secured bank guarantees given by   

  the Group in the form of   

  performance bond to authorities
	Customers
	-
	-

	
	
	100
	100


The financial assistance provided during the current financial quarter is necessary to facilitate the ordinary course of business of the Group and does not have any material effect on the earnings, net assets and liquidity of the Group.

None of the Directors, or major shareholders of the Company or any person connected to the Director and/or major shareholders has any interest, direct or indirect, in the financial assistance provided above.
By order of the Board
DATO’ FOO CHU JONG
Managing Director

Subang Jaya

    Date: 21 May 2010
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