PERAK CORPORATION BERHAD
(Company no. 210915-U)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT-30 SEPTEMBER 2003
	1.
	Accounting Policies

	
	The interim financial report is unaudited and has been prepared in accordance with MASB 26, “Interim Financial Reporting” and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2002. The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 31 December 2002 except for the adoption of MASB 25 – “Income Taxes” and MASB 29 – “Employee Benefits”.

The adoption of MASB 29 has not given rise to any prior year adjustments. The effect of the adoption of MASB 25 on the Group’s financial statements which resulted in prior year adjustments are as follows:

	
	

	
	
	2003

	
	
	RM’000

	
	Effects on retained profits:
	

	
	
	

	
	At 1 January, as previously stated
	62,910

	
	Effects adopting MASB 25
	(400)

	
	At 1 January, as restated
	62,510

	
	
	

	
	Effects on deferred taxation:
	

	
	At 1 January, as previously stated
	3,740

	
	Effects adopting MASB 25
	400

	
	At 1 January, as restated
	4,140

	
	

	2.
	Qualification of financial statements

	
	There was no audit qualification in the annual audit report of the Group’s annual financial statements for the year ended 31 December 2002.

	
	

	3.
	Seasonal or cyclical factors

	
	The Group’s operations are not materially affected by seasonal or cyclical factors. However, there is a compensating effect on its results due to the performance of the various segmental activities of the Group.

	
	

	4.
	Items of unusual nature and amount

	
	There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence except as disclosed under Note 10 below.

	
	

	5.
	Changes in estimates of amounts reported in prior interim periods of the current and prior financial years

	
	There were no significant changes in estimates of amounts reported in prior interim periods of the current or previous financial years that have a material effect in the current financial year to date.

	
	

	6.
	Issuance, cancellations, repurchases, resale and repayments of debt and equity securities

	
	There were no issuance and repayment of debt securities, share buy-backs and share cancellations in the current financial year to date.

	
	

	7.
	Dividends paid

	
	A final gross dividend of 2 sen (2001: 2sen) per share on 70.00 million (2001: 70.00 million) paid-up ordinary shares of RM1 each less 28% taxation amounting to RM1.008 million (2001: RM1.008 million) in respect of the financial year ended 31 December 2002 was paid on 17 July 2003.

	8.
	Segment revenue and results

	
	The Group’s segmental reporting for the current financial year to date ended 30 September 2003 is as follows:

	
	
	Revenue
	Profit/(loss) before tax

	
	
	30/9/03
	30/9/02
	30/9/03
	30/9/02

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Manufacturing and consumer products
	7,665
	68,978
	(1,024)
	2,890

	
	        (see Note 10 below)
	
	
	
	

	
	Hotel & tourism 
	13,107
	11,952
	1,639
	99

	
	Infrastructure
	31,739
	16,887
	6,467
	5,984

	
	Township development
	15,919
	12,149
	2,760
	1,155

	
	Management services and others
	1,592
	2,286
	34,508
	1,541

	
	
	70,022
	112,252
	44,350
	11,669

	
	Inter-segment elimination
	-
	(694)
	(35,188)
	(694)

	
	
	70,022
	111,558
	9,162
	10,975

	
	Unallocated expenses
	-
	-
	(1,581)
	(1,581)

	
	
	70,022
	111,558
	7,581
	9,394

	
	Share of results of associated companies
	-
	-
	569
	(123)

	
	
	70,022
	111,558
	8,150
	9,271

	
	

	
	All inter-segment transactions have been entered into in the normal course of business and have been established on negotiated terms.

	
	

	
	All activities of the Group’s operations are carried out in Malaysia.

	
	

	9.
	Valuations of property, plant and equipment

	
	The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements except for the net book values of the property and equipment where depreciation have been provided for in the current financial year to date. Any additions to the property and equipment are carried at cost less depreciation charge for the current financial year to date.

	
	

	10
	The effect of changes in the composition of the Group including business combinations, acquisition or disposal of subsidiaries and long–term investments, restructurings, and discontinuing operations

	
	There were no changes in the compositions of the Group for the current financial year to date except as follows:

	
	

	
	The disposal of a subsidiary, Anakku Holdings Sdn Bhd (“AHSB”) under Sale and Purchase Agreement dated 22 April 2002 entered into by the Company with Audrey International (M) Bhd (“AIMB”) was completed on 11 February 2003. The gain on disposal of the subsidiary amounted to RM3.5 million. Following the completion of the disposal, AHSB ceased to be a wholly-owned subsidiary of the Company and AIMB becomes an associated company of the Company. 

AHSB was operating in the manufacturing and consumer products segment.

The summary of the effects of the disposal of AHSB on the financial position of the Group is as follows:

	
	
	RM’000

	
	Property, Plant & Equipment
	9,205

	
	Intangibles Assets
	26

	
	Current Assets 
	58,676

	
	Current Liabilities
	   (20,457)

	
	Long Term Liabilities
	(910)

	
	Net Assets Disposed
	46,540

	
	Gain on Disposal
	3,460

	
	Total consideration from Disposal
	50,000

	
	Less: Issuance of AIMB shares
	(20,000)

	
	          Cash and Bank Balances of Subsidiary
	(2,606)

	
	Net Cash from disposal
	27,394

	
	

	11
	Subsequent events

	
	There were no material events subsequent to the end of the current financial year to date that have not been reflected in this interim financial report, made up to the latest practicable date, except as follows:

	
	

	
	On 27 October 2003, the Company entered into a Sale and Purchase Agreement (“SPA”) with Golden Hope Development Sdn Bhd to acquire a portion of land known as Ladang Strathisla held under Geran 52207 Lot 11674 and Geran 57410 Lot 15436, both in the Mukim of Hulu Kinta, District of Kinta, State of Perak Darul Ridzuan measuring approximated 93.72 acres (“the Land”) for a total consideration of RM9,184,560. The land is located in the vicinity of Bandar Meru Raya, a new township being developed by the Company’s wholly subsidiary, has been acquired for mixed development purposes. Further details may be obtained by referring to the announcement made to the KLSE by the Company on 27 October 2003.

	
	

	12
	Changes in contingent liabilities or contingent assets since the preceding financial year ended 31 December 2002

	
	
	
	As at
	As at

	
	
	
	last practicable 
	31/12/2002

	
	
	
	date
	

	
	
	
	RM’000
	RM’000

	
	(a)
	Unsecured:

Guarantees given to banks in respect of facilities granted to a subsidiary
	4,613
	4,959

	
	
	
	
	

	
	*
	Guarantees given to banks in respect of       facilities granted to a subsidiaries disposed in the first quarter
	-
	1,242

	
	
	
	
	

	
	**
	Guarantee given by subsidiary, which was disposed in the first quarter, to a bank in respect of facilities granted to its former subsidiary
	8,284
	11,126

	
	
	
	
	

	
	(b)
	Secured:
	
	

	
	*
	Guarantees given to a bank in respect of facilities granted to a former subsidiary
	-
	1,198

	
	
	
	
	

	
	*
	Performance guarantee given to a third party on behalf of a former subsidiary
	-
	261

	
	
	
	
	

	
	***
	Guarantee given to a bank in respect of financial assistance provided by a subsidiary to a third party
	-
	5,000

	
	

	*
	The Company has been released from all its obligations of the guarantees stated above.

	
	

	**
	An amount totalling RM12.4 million due to the Company which is held by a stakeholder in respect of a disposal, as disclosed under Note 10 above, shall be released to the Company upon the discharge of the said guarantee.

	
	

	***
	The financial assistance is to facilitate the ordinary course of business of the subsidiary in respect of an infrastructure contract being performed by the third party. The subsidiary is in the process of applying to the High Court Ipoh to set aside the High Court judgement, insofar as it affects the subsidiary, that has been obtained by the Bank against the third party and the subsidiary (as a guarantor) since the bank has issued a letter discharging the subsidiary as a guarantor under the said corporate guarantee.   

	
	

	
	Redeemable Preference Shares (“RPS”) totalling RM73.4 million were issued on 24 December 1999 to the lenders of a subsidiary by a sub-subsidiary, the details of which were announced to the KLSE on 20 January 2000. In the event that the RPS are not fully redeemed by or before 24 December 2005 or  there occurs a default, the RPS holders have the option to put the RPS to the subsidiary and thereafter to the Company, as one of the shareholders of the subsidiary on a joint and proportionate basis. However, in the event at anytime, the amount outstanding which has not been redeemed is less than RM30.0 million and the value of the assets of the subsidiary is at least three times the amount outstanding, the put option on the Company shall lapse and the RPS holders shall not have any rights or claims against the Company. 

	
	

	13 
	Review of performance

	
	The Group’s revenue for the current financial year to date has decreased to RM70.0 million compared with RM111.5 million in the preceding year corresponding period mainly due to the non-inclusion of manufacturing and consumer products segment as AHSB has been disposed on 11 February 2003 (see Note 10 above).

	
	

	
	Profit before taxation for the current financial year to date has decreased to RM8.2 million  from RM9.3 million of the preceding year corresponding period mainly due to accrued development expenditure of RM2.5 million, higher finance costs and provisions for employee benefits and deferred taxation upon the adoption of MASB standards as stated under Note 1 above.

	
	

	14
	Material change in profit before taxation for the current quarter compared to the immediate preceding quarter

	
	The Group made a profit before taxation of RM5.4 million for the current quarter ended 30 September 2003 as compared to a profit before taxation of RM4.2 million for the immediate preceding quarter ended 30 June 2003. The increase in the profits was due to the improved margin contribution from certain segments.

	
	

	15
	Current year prospects

	
	Due to the uncertainties in the economic conditions under which certain segments of the Group operate, the Group may achieve results that are lower than that achieved in the previous year.

	
	

	16
	Variances from profit forecast and profit guarantee

	
	The disclosure requirements for explanatory notes for the variances of the actual profit after tax and the profit guarantee are not applicable. 

	
	

	17
	Taxation

	
	Taxation is made up as follows:

	
	
	Current 
	
	Current

	
	
	year quarter
	
	year to date

	
	
	30/9/2003
	
	30/9/2003

	
	
	RM’000
	
	RM’000

	
	Current year’s provision
	1,957
	
	4,770

	
	Taxation(over)/underprovided in respect of prior years
	-
	
	-

	
	Transfer to deferred tax
	126
	
	228

	
	
	2,083
	
	4,998

	
	Share of tax of associated company
	135
	
	207

	
	
	2,218
	
	5,205

	
	

	
	The effective tax rate of the Group is higher than the statutory tax rate principally due to certain expenses being disallowed for tax purposes and the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries as no group relief is available.

	
	

	18
	Profits/(losses) on sale of unquoted investments and/or properties

	
	There were no profits/(losses) made on any sale of unquoted investments and/or properties respectively for the current financial year to date.

	
	

	19
	Particulars of purchase or disposal of quoted securities

	
	(a)
	There were no purchases or disposal of quoted securities in the current financial year to date except that the Company received 11,666,667 new ordinary shares of RM1.00 each of AIMB with a value of RM20.0 million as part satisfaction of the total disposal proceeds of AHSB (see Note 10 above) in the current financial year to date.

	
	
	

	
	
	

	
	
	

	
	(b)
	A summary of details in quoted securities as at 30 September 2003 is as follows:

	
	
	

	
	
	Current
	
	Current

	
	
	quarter   ended
	
	year to date

	
	
	30/9/2003
	
	30/9/2003

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	As at 1 January 2003
	-
	
	4,623

	
	Purchase of quoted securities
	-
	
	20,000

	
	Disposal of quoted securities
	-
	
	-

	
	Total quoted securities
	-
	
	24,623

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	Investment in quoted securities as at 30 September 2003
	
	
	

	
	
	
	Carrying
	Market value

	
	
	Cost
	value
	

	
	
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	
	Total quoted securities
	24,623
	24,623
	21,355

	
	

	
	The quoted securities shall be held for long term in view of the current market conditions with no intention of disposal below cost. Provision for diminution shall only be provided for any permanent diminution in value.

	
	

	20
	Status of corporate proposals/sales proceeds

	
	There were no corporate proposals announced and not completed as at latest practicable date except as follows:

	
	
	

	
	On 27 November 2002, Malaysian International Merchant Bankers (“MIMB”) on behalf of the Board of Directors of the Company announced that the Company proposed to undertake the following:

	
	

	
	(a)
	Proposed private placement of 10.0 million new ordinary shares of RM1.00 each representing approximately 14.29% of the existing issued and paid up share capital of the Company at an issue price to be determined later, (“Proposed Private Placement”) to address the public shareholding spread of the Company to comply with the KLSE Listing Requirements.   

	
	
	

	
	(b)
	Proposed bonus issue of 20.0 million new shares on the basis of one new share for every four existing shares held in the Company after the Proposed Private Placement at a date to be determined later (“Proposed Bonus Issue”) and  

	
	
	

	
	( c)
	Proposed transfer of the listing of and quotation for the entire and issued and paid up share capital of the Company from the Second Board to the Main Board of the KLSE upon completion of the Proposed Private Placement. (collectively referred to as “the Proposals”) 

	
	
	

	
	The Foreign Investment Committee via its letter dated 5 March 2003 approved the Proposed Private Placement and the conditional approval of the Proposals as detailed above was obtained vide the Securities Commission (“SC”) letter dated 10 March 2003. The shareholders at the Extraordinary General Meeting held on 27 May 2003 approved the Proposed Private placement and Proposed Bonus Issue.

	
	

	
	The Company received the approval of the SC for an extension of time of six (6) months up to 
9 March 2004 to complete the implementation of the Proposals as announced by the Company on 1 October 2003.


	
	

	
	On 15 October 2003 the Company announced that the issue price of the new shares pursuant to the Private Placement has been fixed at RM1.27 per share, being a discount approximately RM0.14 per share or 9.93% of the weighted average market price of PCB shares of RM1.41 per share as traded on the KLSE for the five (5) market days to 14 October 2003. The additional 10.0 million new shares of RM1.00 each has been allotted to the successful placees on 4 November 2003 and these shares have been listed on the KLSE on 13 November 2003. 

	
	

	21
	Borrowings and debt securities

	
	The Group’s borrowings and debt securities as at end of the current financial year to date are as follows:

	
	
	As at
	
	As at

	
	
	30/9/2003
	
	31/12/2002

	(a)
	Short Term Borrowings;
	RM’000
	
	RM’000

	
	
	
	
	

	
	Secured:
	
	
	

	
	Bank overdraft
	6,234
	
	6,284

	
	Bankers acceptance/Trust receipts
	-
	
	1,286

	
	Term loans, due within 12 months
	1,500
	
	3,303

	
	(current portion – see Note 21(b) below)
	
	
	

	
	Hire purchase and lease payables
	47
	
	441

	
	(current portion – see Note 21(b) below)
	
	
	

	
	
	7,781
	
	11,314

	
	Unsecured:
	
	
	

	
	Revolving credit
	92,078
	
	100,234

	
	Total short term borrowings
	99,859
	
	111,548

	
	
	
	
	

	(b)
	Long Term Borrowings
	
	
	

	
	Term loans, secured
	7,500
	
	9,692

	
	Less: Repayments due within 12 months included in short       term borrowings (see Note 21(a) above)
	(1,500)
	
	(3,303)

	
	
	6,000
	
	6,389

	
	
	
	
	

	
	Hire purchase and lease payables, secured
	520
	
	1,197

	
	Less: Repayments due within 12 months included in short term borrowings (see Note 21(a) above)
	(47)
	
	(441)

	
	
	473
	
	756

	
	
	
	
	

	
	Total long term borrowings
	6,473
	
	7,145

	
	
	
	
	

	(c )
	Currency
	
	
	

	
	None of the Group borrowings is denominated in foreign currency.

	
	

	22
	Commitments

	
	There were no capital commitments as at the end of the current financial quarter except hire purchase and lease payables as disclosed under Note 21 above.

	
	

	23
	Off balance sheet financial instruments

	
	There were no financial instruments with off balance sheet risk as at the latest practicable date.

	
	

	24
	Material litigation

	
	There was no pending material litigation as at latest practicable date except as disclosed under note 12 above.

	
	

	25
	Dividends

	
	The directors do not recommend any payment of dividend for the current financial year to date.

	
	

	
	

	
	

	
	

	
	

	
	

	26
	Earnings per share

	
	The basic earnings per share are calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares in issue during the current financial year to date. There has been no change in the number of ordinary shares of the Company since 31 December 2002.

	
	
	Group

	
	
	30/09/2003
	
	30/09/2002

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Net profit attributable to shareholders
	1,123
	
	3,072

	
	
	
	
	

	
	Total number of shares
	70,000
	
	70,000

	
	
	
	
	

	
	Basic earnings per share (sen)
	1.60
	
	4.39

	
	

	27
	Provision for Financial Assistance

	
	During the current financial year to date, there was no financial assistance provided by the Company or its subsidiaries to persons to whom the provision of financial assistance is necessary to facilitate the ordinary course of business of the Company or its subsidiaries.

	
	

	
	

	
	

	
	

	By Order of the Board

	

	

	Cheai Weng Hoong

	Company Secretary

	

	

	Ipoh

	Date: 18 November 2003


