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PENAS CORPORATION BERHAD


(COMPANY NO: 331867-A)


(Incorporate in Malaysia)


NOTE TO THE INTERIM FINANCIAL STATEMENT

Part B: Additional Information Required by KLSE’s Listing Requirement

B1.
Review of Performance

The Group’s revenue recorded at RM 3,328,000 for the current year quarter ended 30 September 2002 as compared to RM 13,342,000 for the preceding year corresponding quarter; i.e. a dropped of 75%. This is mainly due to lower construction activity undertaken by the Group during the quarter under review as some of the construction works were substantially completed during the preceding quarter.

The Group’s revenue for the 9 months period ended 30 September 2002 showed a marginal decreased of 8% when compared to the same period of the preceding year. This is due to certain project was completed during the 1st half of year 2002.

Given the subdue construction activity in the non-residential sub-sector due to the excess supply of office and retail space and also a slower progress in the residential housing developments, which has resulted the construction sector recorded a slower growth.

Fewer projects were undertaken by the Group and especially the commercial development projects on office and retail space, which previously were the main contribution of revenue to the Group.

In the opinion of the Directors, any transaction or event of a material or unusual nature other than the exceptional items as disclosed in Notes A4 has not affected the results for the current financial period under review.

B2.
Comment on Financial Results (Current quarter compared with the preceding quarter)

The Group suffers a loss before taxation of RM 6,804,000 for the current year quarter as compared to RM 248,277,000 loss before taxation for the preceding quarter. This is mainly due to substantial written off of the contract in progress and provision for doubtful debts made on trade debtors who are unlikely to repay the outstanding sum during the preceding quarter.

B3.
Current Year Prospects
Despite the 11 September 2001 attacks, it appears that the United States’ (US) economy is set to recover by 2002. However, in the worst case scenario, many events such as the Bali bombings in Indonesia, the unrest in the Philippines and Pakistan, and the hostage crisis in Moscow have threaten the stability of the world. The possibility of US strike against Iraq could have adverse consequence on the economy. The uncertainty overseas has influenced world economic growth. If US economy remains lethargic in the coming months, the Malaysian economy has sufficient reserve to weather the ensuing slowdown in manufactured export. Together with the government’s pump-priming effort should provide sufficient cushion to negate any potential, prolonged weakness in various sectors. On the back of these assumptions, Bank Negara Malaysia has forecast GDP growth to improved from a marginal of 0.4% last year to 3.5% for 2002.

Growth in the construction sector is likely to be sustained at 2.4% for the year of 2002 driven by civil engineering and residential sub-sector. However, construction activity in the non-residential sub-sector consolidated further due to the large overhang of office and retail space.

The Board of Directors are of the opinion that the performance for the year ending 31 December 2002 is dependent on the next quarter’s performance of the construction and property development sector and the outcome of the proposed Corporate Restructuring Exercise which is expected to be completed by June 2003.

B4.
Variance of Actual Profit from Forecast Profit


The Company did not issue any profit forecast during the period.

B5.
Taxation


There is no taxation charge as the Group has no tax chargeable income for the period under review.

B6.
Sale of Unquoted Investment and Properties

There were no sales of investments and properties for the current financial period ended 30 September 2002.

B7.
Quoted Securities
There was no purchase or disposal of quoted securities for the current financial period ended 30 September 2002.

B8.
Status of Corporate Proposal
The Company had on 30 August 2002, submitted application to the Securities Commission (SC), Ministry of International Trade and Industry (MITI), and Foreign Investment Committee (FIC) for the proposal to regularise the financial condition.

On 8 October 2002 and 9 October 2002, the Company has received the approval of FIC and MITI respectively in relation to the Corporate Restructuring Exercise.

The Company, three (3) of its subsidiaries and its associated company  had on 15 October 2002 obtained a restraining order (‘Order’) from the High Court of Malaya pursuant to Section 176(10) of the Companies Act, 1965 for a period of 90 days from the date of the Order.

On 7 November 2002, the High Court of Malaya (in Originating Summons No. 24-1464-2002(MT.4)) granted an order to the Company, three (3) of its subsidiaries and its associated company to convene meetings of the creditors pursuant to section 176(1) of the Companies Act, 1965.

B9.
Group Borrowings and Debts Securities

Group borrowings and debts securities as at the end of the reporting period:-



AS AT END OF
AS AT PRECEDING



CURRENT QUARTER
FINANCIAL YEAR END


30.09.02
31.12.01


RM’000
RM’000


Short Term Borrowings


- Secured


Term/Flexi Loan
15,315
14,478


Domestic Recourse Factoring
25,200
22,887


Short Term Advance
2,737
2,623



----------
-----------



43,252
39,988


- Unsecured



Bank Overdraft
5,367
4,995


Banker Acceptance
6,980
6,628



-----------
-----------



55,599
51,611



=====
=====

B10.
Off Balance Sheet Financial Instruments
There were no material financial instruments with off balance sheet risk during the current financial period ended 30 September 2002.

B11.
Material Litigation
PB International Factors Sdn. Bhd. has filed a claims against the Company and a subsidiary company for the sum of RM 8,698,216.73 together with interest and cost being the balance under a domestic recourse factoring facility agreement up to the investment limit of RM 10,000,000.00 granted to a subsidiary company where the company has furnished a corporate guarantee for all monies due and payable on demand.  The Learned Senior Assistant Registrar dismissed the Plaintiff’s application for summary judgement and the Plaintiff’s appeal to judge in chambers had been dismissed. The same is now also fixed for further case management.

Carrier (M) Sdn. Bhd. has filed a claims against a subsidiary company for the sum of RM 2,394,613.96. Defence had been filed and the Senior Assistant Registrar had granted summary judgement to the Plaintiff’s and upon appeal the Learned High Court Judge had set aside the judgement and the Plaintiff’s is currently attending to set matter down for trial.

C.I. Readymix Sdn. Bhd. has filed a claims against a subsidiary company for the sum of RM 2,158,123 with interest and cost. Defence had been filed and the Plaintiff had not proceeded further.

Hong Bee Hardware Co. Sdn. Bhd. has filed a claims against a subsidiary company for the sum of RM 3,669,228. Defence had been filed and the Court had granted summary judgement to the Plaintiff.

RHB Bank Sdn. Bhd. has filed a claims against the Company and a subsidiary company for the sum of RM 2,367,360.13 together with interest and cost being the balance due under a overdraft facilities of RM 5,000,000.00 granted to a subsidiary company where the Company has furnished a corporate guarantee for the principal obtained by the Plaintiff against aforesaid Defendant had been set aside upon appeal to the judge in Chamber. Currently, the same is fixed for case management for the purpose of full hearing.

Malayan Banking Berhad has filed a claims against the Company and a subsidiary company for the sum of RM 1,177,326.91 together with interest and cost being the balance due under a overdraft facilities of RM 1,000,000.00 granted to a subsidiary company where the Company has furnished a corporate guarantee for the sum of RM 1,000,000. The Plaintiff had applied for a summary judgement and the same is now fixed for hearing.

B12.
Dividend Payable

This represents the final dividend of 6.5% less tax at 28% for the financial year ended 31 December 1997. No dividend is proposed for the quarter ended 31 December 2001.

B13.
Loss per  share (Basic/Diluted)

Basic/Diluted loss per share of the Group is calculated by dividing the loss for the period by the weighted average number of ordinary share in issue during the financial period. There were no changes in the number of ordinary shares during the period under review.

By order of the Board

OOI SOON HONG

Executive Director

29 November  2002

