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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 1,835,000 for the current year quarter ended 30 June 2003 as compared to RM 16,248,000 for the preceding year corresponding quarter; i.e. a dropped of 89%. Similarly, the Group’s revenue for the 6 months ended 30 June 2003 showed a decrease of 82% compared to preceding year. This is mainly due to lower construction activity undertaken by the Group during the period 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 and exceptional items of the Group increased from RM 2,281,000 in the preceding quarter to RM 4,300,000 this quarter. This is mainly due to lower bad debts recovered, ie; from RM 2,307,000 in previous quarter to RM 61,000 during the quarter. Without accounted for the exceptional items, the loss before taxation suffers by the Group is remains constant with previous quarter, ie; RM 4 million.

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 overhangs 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  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 June 2003.

B7.
Quoted Securities
There was no purchase or disposal of quoted securities for the current financial period ended 30 June 2003.

B8.
Status of Corporate Proposal
As per announcement on 2 June 2003, the Company had received the approval from its shareholders by way of poll for the Proposals in a Court Convened Meeting and an Extraordinary General Meeting held on 17 May 2003. The Company is presently in the midst of obtaining the Court sanction for the Proposals.

On 13 June 2003, the Company announce that pursuant to the Company’s petition to the High Court of Malaya (“Court”) for “Sanction of Scheme Of Arrangement and Reconstruction Involving Reduction of Capital”, the Court had on 3 June 2003 duly “Ordered And Directed” that: -

i) the Proposals be sanctioned by the Court so as to be binding on the Company and the holders of ordinary shares in the capital of the company as well as creditors, secured and unsecured of the Company; and

ii) the reduction of capital of the company proposed to be effected by the Special Resolution passed at the Extraordinary General Meeting of the Company on 17 May 2003 be confirmed and approved by the Court.

The Company had on 1 July 2003 announced that there are no major changes to the status of the Company’s Proposal ie. the Company is presently in the midst of finalising the necessary documentation for the implementation of the Proposals. 

The announcement dated 16 July 2003 stated that the Restraining Order has expired on 13 July 2003 and will not be further extended in view that the Company’s restructuring scheme (“Proposal”) had been sanctioned by the High Court of Malaya.

On 4 August 2003, the Company announced that the Record of Depositors and Register of Members of the Company would be closed at 5.00 p.m. on 22 August 2003 for the following purposes: -

a) Reduction of the Company’s existing issued and paid up share capital of RM 59,999,997 comprising of 59,999,997 ordinary shares of RM 1.00 each (“Share”) to RM 1,500,000 comprising 59,999,997 ordinary shares of  2.50sen each, representing a capital reduction of  97.5sen for every Share and thereafter, the 59,999,997 ordinary shares of 2.50sen each shall be consolidated into 1,500,000 shares (“Consolidated Shares”) in the Company; and

b) Swapping of the Consolidated Shares in the Company with 450,000 new Shares and RM 1,050,000 nominal value of 4% Irredeemable Convertible Unsecured Loan Stocks 2003/2005(“ICULS”) in VTI Vintage Berhad (“VVB”) on the basis of three ( 3) new Shares and RM 7.00 nominal value of ICULS in VVB for every ten (10) Consolidated Shares of RM1.00 each in the Company.

The Company also announced that the entitlement of the Shareholders of the Company to the Consolidated Shares in the Company and consequently the VVB Shares arising from the Capital Reduction and Consolidation and Share Swap shall be in respect of Shares transferred into the depositor’s securities account before 4.00 p.m. on 22 August 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


30.06.03
31.12.02


RM’000
RM’000


Short Term Borrowings


- Secured


Term/Flexi Loan
16,606
15,761


Domestic Recourse Factoring
7,951
7,420


Short Term Advance
2,871
2,766


Banker Acceptance
7,332
7,099



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



34,760
33,046

        
- Unsecured



Bank Overdraft
5,763
5,498


Domestic Recourse Factoring 
19,821
18,380



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



60,344
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 30 June 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 application for summary judgement is fixed for hearing on 24 September 2003.

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 motion on 22 September 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 fixed for hearing on 11 September 2003.

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 30 June 2003.

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

28 August 2003

