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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 2,250,000 for the current year quarter ended 31 March 2003 as compared to RM 5,509,000 for the preceding year corresponding quarter; i.e. a dropped of 59%. 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.

On account of the subdued construction activity in the non-residential sub-sector due to the excess supply of office and retail space and a slow down in the residential housing developments, the construction sector in general has 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 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 loss before taxation of the Group decreased from RM 12,737,000 in the preceding quarter to RM 2,281,000 this quarter. This is mainly due to the written off on contract in progress and foreseeable loss on one of the ongoing project during the preceding quarter.

B3.
Current Year Prospects
Growth in the construction sector continued to be bolstered by projects implemented under the fiscal stimulus programme and housing development, thus envisaged a stronger growth of 4.5% (2002: 3.8%). At the same time, the government reviewed procedures, rules, and guidelines as well as established a special task force to ensure that the implementation of public and privatised projects is carried out as scheduled.  

Construction activity in the non-residential sub-sector consolidated further due to the large overhang of office and retail space. The Government continued to monitor and address the issue of property overhang especially commercial space. Towards this end, the directive to local authorities not to approve any new construction of office commercial space, to discourage further addition to property stock continues to be enforced.

With the mild recovery remained intact in 2002 and expected to gather momentum in 2003, the world economy is projected to register output growth of 3.1% with trade expanding at 3.5% to 4.5%. In view of heightened geopolitical tension and uncertain external condition, Bank Negara projected a lower economic growth at 4.5% for 2003 as compared to the 2003 budget forecast of 6.5%. 

The Board of Directors are of the opinion that the performance for the year ending 31 December 2003 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 31 March 2003.

B7.
Quoted Securities
There was no purchase or disposal of quoted securities for the current financial period ended 31 March 2003.

B8.
Status of Corporate Proposal
As per announcement on 3 March 2003, the Company is preparing the Explanatory Statement and Circular to shareholders to seek their approval for the Proposal of the Corporate Restructuring. 

The Securities Commission (SC) has vided its letter dated 12 March 2003 approved the Company’s application for an extension of time for 2 months up to 2 April 2003 for the appointment of the independent audit firm to conduct an investigative audit on the Company’s previous business losses.

The Company had on 26 March 2003 appointed PricewaterhouseCoopers Advisory Services Sdn Bhd to conduct an investigative audit on the Company’s previous business losses in compliance with one of the condition set by the Securities Commission in its approval letter dated 2 December 2002.

The announcement dated 1 April 2003 stated that the Company is in the midst of finalising the Explanatory Statement and Circular to shareholders to seek their approval for the proposals.

The High Court of Malaya (Court) had on 27 March 2003 granted the Group to further extend the restraining order for 90 days from 15 April 2003. In addition, the Court had also extended the order for the Group to convene meeting of the members on or before 15 July 2003.

The Securities Commission (SC) has vided its letter dated 18 April 2003 approved the details of the proposed offer for sale by the Vendors of Vintage Group of up to 10,000,000 shares in VVB at an offer price of RM 1.00 per share through placement to potential investors to be nominated by VVB (Proposed Offer for sale) which is necessary to meet the 25% public spread requirement., subject to the following condition: -

a) The shares to be offered pursuant to the Proposed Offer for Sale are required to be offered/placed to public investors in accordance with the SC Guidelines on Issues/Offer of Securities; and

b) The Company/VVB furnishing to the SC a final list of the places of the Proposed Offer for Sale. 

The Company had on 21 April 2003 announced that the Notice for the Extraordinary General Meeting (EGM) of the Company for the Proposed Restructuring Scheme to be held at Meeting Room, Lot PT2539-2548, Langkap Light Industrial Estate, Jalan Chui Chak, 36700 Langkap, Perak on Saturday, 17 May 2003 at 9.30 a.m. In addition, the Notice for the Court Convened Meeting pursuant to the provisions of Section 176 of the Companies Act, 1965 for the purposed of considering and if thought fit to approve (with or without modification(s)) a Proposed Restructuring Scheme held on the same day and same place at 9.00 a.m. 

On 19 May 2003, the company announced that Court Convened Meeting and EGM for Proposed Restructuring Scheme duly convened and held on 17 May 2003, the shareholders of the Company had by way of poll, approved and passed the Resolution / Special Resolution as set out in the Notice of the Meeting/EGM dated 22 April 2003. 

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


31.03.03
31.12.02


RM’000
RM’000


Short Term Borrowings


- Secured


Term/Flexi Loan
16,180
15,761


Domestic Recourse Factoring
7,578
7,420


Short Term Advance
2,806
2,766


Banker Acceptance
7,215
7,099



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



33,779
33,046

        
- Unsecured



Bank Overdraft
5,629
5,498


Domestic Recourse Factoring 
19,087
18,380



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



58,495
56,924



=====
=====

B10.
Off Balance Sheet Financial Instruments
There were no material financial instruments with off balance sheet risk during the current financial period ended 31 March 2003.

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 claim 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 claim 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 claim 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.  The Company had 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 full hearing on 30 July 2003.

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’s application for summary judgement is pending before the court.

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 March 2002.

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 May 2003

