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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 ("the Company") Group ("the Group") for the financial year ended 31 December 2010.

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 2010.
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 2010 except for 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 for financial periods beginning on or after

	
	
	

	Amendments to

 FRS 132
	Financial Instruments: Presentation

 - paragraphs 11,16 and 97E
	1 March 2010

	FRS 1
	First-time Adoption of Financial

 Reporting Standards (revised)
	1 July 2010

	FRS 3
	Business Combinations (revised)
	1 July 2010

	FRS 127
	Consolidated and Separate Financial

 Statements (revised)
	1 July 2010

	Amendments to

 FRS 2
	Share-based Payment

- paragraphs 5 and 61
	1 July 2010

	
	Group Cash - settled Shares - based

 Payment Transactions
	1 January 2011

	Amendments to

 FRS 5
	Non-current Assets Held for Sale and Discontinued Operations
	1 July 2010

	Amendments to

 FRS 138
	Intangible Assets
	1 July 2010

	IC Interpretation 16
	Hedges of a Net Investment in a

 Foreign Operation
	1 July 2010

	IC Interpretation 17
	Distribution of Non-cash Assets to

 Owners
	1 July 2010


2.
CHANGES IN ACCOUNTING STANDARDS (CONTD.)
	
	
	Effective date for financial periods beginning on or after

	
	
	

	Amendments to IC Interpretation 9 Reassessment of

  Embedded Derivatives
	1 July 2010

	Amendments to

 FRS 1
	Limited Exemption from

 Comparative FRS 7 Disclosures of

 First-time Adopters
	1 January 2011

	Amendments to

 FRS 7

	Improving Disclosures about

 Financial Instruments
	1 January 2011

	IC Interpretation 4
	Determining Whether an

 Arrangement contains a Lease 
	1 January 2011

	IC Interpretation 18
	Transfers of Assets from Customers
	1 January 2011

	Amendments to FRSs contained in the document entitled “Improvements to FRSs (2010)”
	1 January 2011



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 except as described as follows: 


FRS 127 Consolidated and Separate Financial Statements (Revised) 


The revised FRS 127 requires accounting for changes in ownership interests by the Group in a subsidiary, while maintaining control, to be recognised as an equity transaction. When the Group loses control of a subsidiary, any interest retained in the former subsidiary will be measured at fair value with the gain or loss recognised in profit or loss. The revised standard also requires all losses attributable to the minority shareholders to be absorbed by minority shareholders instead of by the parent. 

The Group applies these changes prospectively. 

FRS 3 Business Combinations (Revised) 


The revised FRS 3 introduces a number of significant changes to the accounting for business 


combinations with greater use of fair value. These changes include recognising all acquisition-related costs as expense, measuring any pre-existing interest at fair value and allowing measurement of non-controlling interest at either fair value or at its proportionate share of the acquiree’s net identifiable assets. 

The Group applies these changes prospectively.

The Malaysian Accounting Standards Board (“MASB”), in furtherance of its objective of converging the accounting framework for entities other than private entities in Malaysia with International Financial Reporting Standards (“IFRS”), announced on 19 November 2011 the issuance of Malaysian Financial Reporting Standards (“MFRS”). Entities other than private entities shall apply the MFRS framework for annual periods beginning on or after 1 January 2012, with the exception of entities subject to the application of MFRS 141 Agriculture and/or IC Interpretation 15 Agreement for the Construction of Real Estate. 

An entity subject to the application of MFRS 141 and/or IC Interpretation 15 may continue to apply Financial Reporting Standard (“FRS”) as its financial reporting framework for annual reporting periods beginning on or after 1 January 2012. The entity shall comply with the MFRS framework for annual periods beginning on or after 1 January 2013. 
2.
CHANGES IN ACCOUNTING STANDARDS (CONTD.)

An entity that consolidates or equity accounts or proportionately consolidates another entity that has chosen to apply FRSs as its financial reporting framework may itself choose to apply FRSs as its financial reporting framework for annual periods beginning on or after 1 January 2012. The entity shall comply with MFRS framework for annual periods beginning on or after 1 January 2013. 

The application of the MFRS framework have no significant impact on the financial statements of the Group except for the following: 

IC Interpretation 15 : Agreement for the Construction of Real Estate 


This new interpretation which the Group applies for the financial period beginning 1 January 2013 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.
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 during the financial year and current quarter 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 year and current 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 financial year and current quarter.
8.
DIVIDEND

There was no dividend paid during the current financial quarter / year to date.

9.
SEGMENTAL INFORMATION

Segmental information for the current financial year to date 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
	131,551
	32,768
	17,530
	-
	181,849

	Inter-segment sales
	 36,390
	-
	22,727
	(59,117)
	-

	Total revenue
	167,941
	32,768 
	    40,257
	(59,117)
	181,849

	Results
	
	
	
	
	

	Segment results
	4,165
	1,490
	1,058
	-
	    6,713

	Interest expense
	
	
	
	
	(3,055)

	Interest income
	
	
	
	
	  465

	Total results
	
	
	
	
	     4,123


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 financial period to date and up to the date of this report except for the following:-

On 6 January 2011, PCB through its wholly owned subsidiary company, Gabungan Sanjung Sdn Bhd (“GSSB”), acquired 67 ordinary shares of RM1.00 each in Pan Rekajaya Sdn Bhd (“PRSB”) for a total cash consideration of RM67.00, representing 67% of the issued and fully paid up share capital of PRSB. Subsequent to the above acquisition, PRSB became a subsidiary company of GSSB and PCB.

13.
DISCONTINUED OPERATIONS

There was no discontinued operations event during the current financial quarter / year to date under review.
14.
CAPITAL COMMITMENT


The amount of capital commitments not provided for in the interim financial statement as at 31 December 2011 was as follows:-

	
	
	RM'000

	Approved and contracted for:-
	
	

	
	Purchase of Motor Vehicle
	
	
	333 


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
	
	
	   4,856

	Unsecured corporate guarantees given by the Company to:-
	
	
	

	
	- financial institutions for banking, hire purchase 

   and leasing facilities granted to subsidiary companies
	
	
	    56,119 

	
	- clients
	
	
	      7,157

	Secured bank guarantees given by the Group in the ordinary

         course of business to:-
	
	
	

	
	  - trade suppliers
	466
	
	

	
	  - authorities
	2,916
	
	

	
	  - clients
	44,460
	
	47,842

	 
	
	
	
	115,974


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 a total revenue of RM55.36 million representing a marginal increase of 13.79% as compared to RM48.65 million in the preceding year corresponding quarter. However, the Group recorded a profit after taxation of RM0.36 million which remain the same as the preceding year corresponding quarter.

The Group registered a total revenue of RM181.85 million for the financial year ended 31 December 2011 (“FYE 2011”). There was a slight decrease of 5.24% as compared to RM191.92 million in the preceding financial year. The Group recorded a profit after taxation of RM2.91 million for FYE 2011 against profit after taxation of RM2.27 million, an increase of 28.19% as compared to the preceding financial year. 

16.
REVIEW OF PERFORMANCE (CONTD.)
The Construction Division continued to be the main contributor to the Group Revenue representing 72% of the total Revenue, with the Property Development Division of 18% and the Trading and Others Division contributed the balance of 10% of the Group Revenue.

The total Revenue from the Construction Division fell by 16% or RM24.86 million for the FYE 2011.  The new projects secured during the financial year were still at the initial start up stage and the recognition of the Revenue was negligible. The Revenue from Trading and Others Division decreased by 35% or RM9.49 million which was in line with the lower Construction activities during the year.

However, there was a significant increase of the Revenue from the Property Development Division by RM24.27 million due to the new launches of two projects in Klang Valley. 

The improvement of profit after taxation was mainly due to the recognition of higher profit margin projects from the Property Development Division during the financial year. 
17.
COMPARISON WITH PRECEDING QUARTER'S RESULTS

The Group registered a decrease in Revenue of RM55.36 million for the current financial quarter as compared to the Revenue of RM60.07 million in the preceding financial quarter. This was due to the new projects secured during the financial quarter were still at the initial start up stage and the recognition of the Revenue was negligible. 

The profit before taxation dropped from RM0.82 million in the preceding financial quarter to RM0.46 million in the current financial quarter. During the current financial quarter, the Group has written off the land deposit of RM4.12 million paid to the landowner by Prinsiptek Thai Limited. This was due to the Thailand Government has deferred the National Housing of Authority projects. Besides, the unrealized foreign exchange loss of RM0.61 million was recognized as the Thai Baht has depreciated against Ringgit Malaysia during the current financial quarter.
18.
PROSPECTS

With the existing balance order book in the construction division and the new launches from the property division, the Board of Directors is cautiously optimistic of the performance of the Group for the coming financial year.
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. 

19.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT AND SHORTFALL IN PROFIT GUARANTEE

The Group did not publish any profit forecast in respect of the current financial year.
20.
PROFIT BEFORE TAXATION IS DERIVED AFTER CHARGING/(CREDITING)
	
	Current Year 

Quarter
	
	Current Year 
To Date

	
	31.12.2011
	
	31.12.2011

	RM’000
	
	RM’000

	
	
	
	

	Interest income
	      (89)
	
	    (424)

	Other income including investment income
	 (5,275)
	
	   (6,663)

	Interest expense
	  1,919
	
	  3,055

	Depreciation and amortization
	      353
	
	 1,314

	Property, plant and equipment written-off
	      60
	
	      60

	Foreign exchange loss
	 1,799
	
	  1,928


21.
TAXATION
	
	Current Year 
Quarter
	
	Current Year 
To Date

	
	31.12.2011
	
	31.12.2011

	RM’000
	
	RM’000

	Malaysia tax in respect of:-
	
	
	

	- current results
	 326
	
	1,523

	Over provision in prior year
	(224)
	
	 (311)

	     
	  102
	
	1,212


The effective tax rate of the Group for the current quarter and financial year to date was higher than the statutory tax rate due to certain expenses are not allowable for deduction for tax purposes
22.
CORPORATE PROPOSALS - STATUS OF THE CORPORATE PROPOSALS

There were no corporate proposals announced but not completed as at the date of this report.
23.
GROUP BORROWINGS

	
	Total

	
	RM'000

	Secured
	

	Short term borrowings and loans
	86,987

	Long term borrowings
	37,956

	
	124,943


24.
REALISED AND UNREALISED PROFITS / (LOSSES)

The breakdown of retained profits of the Group as at reporting date, into realised and unrealised is as follow:

	
	As at
	
	As at 

	
	31.12.2011
	
	31.12.2010

	
	RM’000
	
	RM’000

	Total retained profits of the Company and its subsidiary companies
	
	
	

	- Realised
	             95,744
	
	             71,059

	  - Unrealised
	(3,136)
	
	(1,208)

	
	92,608
	
	69,851

	Less: Consolidation adjustments
	(61,726)
	
	(30,980)

	
	
	
	

	Total Group retained profits as per statements of financial position
	30,882
	
	38,871


25.
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 Sessions Court vide Suit No. S7-52-5767-2000 (subsequently this suit was transferred to Kuala Lumpur High Court with a new suit No. S5-22-171-2001), WEA is claiming against Prinsiptek (M) Sdn Bhd ("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 the Statement of Defence and Counter-Claim dated 25 July 2000 for the sum of RM820, 766.04 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.  
Trial has been completed and the court has instructed parties to file written submission and exchange submission on 9 February 2012. The Court has now fixed the 7 March 2012 for a Decision. 
b) In respect of a Writ of Summons filed by PST on 1 November 2002 against Juru Bena Tenaga Sdn Bhd ("JBT") (“Defendant”) at the Kuala Lumpur High Court vide Suit No. D1-22-1778-2002, PST claimed against JBT a sum of RM510, 937.54 for services rendered by PST to JBT. The suit then was transferred from commercial court to civil court with a new suit No. S3-22-10-2004. 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. 

The case proceeded with full trial from 10 August 2009 to 12 August 2009, 08 October 2009, 10 November 2009, 16 November 2009 and 20 November 2009 and on 17 December 2009 the Court granted the Plaintiff’s claim and also the Defendant’s counter claim with cost and damages to be assessed. 
25.
MATERIAL LITIGATIONS  (CONTD.)
The Plaintiff had filed a Notice of Appeal against the Court’s decision in allowing the Defendant’s Counter Claim with the Court of Appeal and is currently waiting for a date to be fixed. 

The Plaintiff had also filed notice to appeal against the Assessment of Damages to the Court of Appeal. We are awaiting the High Court Judge’s written justification (Nota Keterangan) for allowing the assessment of Damages before we can proceed to file our reasons for appealing. 

26.
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
	To 

	
	Quarter
	Quarter
	
	To Date
	date

	
	31.12.2011
	31.12.2010
	
	31.12.2011
	31.12.2010

	
	
	
	
	
	

	Net profit attributable to the equity
   holders of parent (RM'000)
	761
	406
	
	3,311
	2,268

	Weighted average number of 

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

	
	
	
	
	
	

	Basic earnings per share (sen)
	0.60
	0.32
	
	2.61
	1.79


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 / year 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:-
27.
EARNINGS PER SHARE (CONTD’)
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	Preceding
	
	
	Preceding

	
	Current
	Year
	
	Current
	Year

	
	Year
	Corresponding
	
	Year
	To

	
	Quarter
	Quarter
	
	To Date
	Date

	
	31.12.2011
	31.12.2010
	
	31.12.2011
	31.12.2010

	
	
	
	
	
	

	Net profit attributable to the equity
   holders of parent (RM'000)
	761
	406
	
	3,311
	2,268

	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)
	0.60
	0.32
	
	2.61
	1.79


# - no adjustment is made for the assumed exercise of options under the ESOS of the Company as during the current year quarter / year 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
There is no financial assistance rendered by the Company and the Group for the current financial quarter / year to date. 
By order of the Board
Dato’ Foo Chu Jong

Managing Director

Subang Jaya

Date: 27 February 2012
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