PERAK CORPORATION BERHAD
(Company no. 210915-U)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT-31 DECEMBER 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. Save as disclosed below, 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:

The adoption of MASB 29 - “Employee Benefits” has not given rise to any prior year adjustments. The effect of the adoption of MASB 25 – “Income Taxes” 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
	1,044

	
	At 1 January, as restated
	63,954

	
	
	

	
	Effects on deferred taxation:
	

	
	At 1 January, as previously stated
	3,740

	
	Effects adopting MASB 25
	  (1,044)

	
	At 1 January, as restated
	2,696

	
	

	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.

	
	

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

	
	Save as disclosed under Note 20, there were no issuance and repayment of debt securities, share buy-backs and share cancellations in the current financial year.

	
	

	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 31 December 2003 is as follows:

	
	
	Revenue
	Profit/(loss) before tax

	
	
	31/12/03
	31/12/02
	31/12/03
	31/12/02

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Manufacturing and consumer products
	7,665
	104,885
	(1,024)
	7,511

	
	        (see Note 10 below)
	
	
	
	

	
	Hotel & tourism 
	24,060
	18,230
	2,347
	1,245

	
	Infrastructure
	45,160
	31,403
	6,853
	13,615

	
	Township development
	33,591
	16,763
	4,588
	2,478

	
	Management services and others
	2,098
	5,616
	35,478
	2,084

	
	
	112,574
	176,897
	48,242
	26,933

	
	Inter-segment elimination
	-
	(1,646)
	(34,874)
	(3,375)

	
	
	112,574
	175,251
	13,368
	23,558

	
	Unallocated expenses
	-
	-
	(2,107)
	-

	
	
	112,574
	175,251
	11,261
	23,558

	
	Share of results of associated companies
	-
	-
	647
	(197)

	
	
	112,574
	175,251
	11,908
	23,361

	
	

	
	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. Any additions to the property and equipment are carried at cost less depreciation charge for the current financial year.

	
	

	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 composition of the Group for the current financial year 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 RM3.8 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
	   (20,771)

	
	Long Term Liabilities
	(910)

	
	Net Assets Disposed
	46,226

	
	Gain on Disposal
	3,774

	
	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 that have not been reflected in this interim financial report, made up to the latest practicable date, except as follows:

	
	

	
	On 4 February 2004, 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 7555 Lot 11674 and Geran 9359 Lot 15436, both in the Mukim of Hulu Kinta, District of Kinta, State of Perak Darul Ridzuan measuring approximately 240 acres (“the Land”) for a total consideration of RM20,400,000. The land is located in the vicinity of Bandar Meru Raya, a new township being developed by the Company’s wholly owned subsidiary, has been acquired for mixed development purposes. Further details may be obtained by referring to the announcement made to the Malaysia Securities Exchange Berhad (“MSEB”) by the Company on 4 February 2004.
On 9 February 2004, a wholly owned subsidiary of the Company entered into a Development Agreement (“the said Agreement”) with a third party for the design, construction and development of the fully integrated theme park within 5 years hereof on a 25-acre piece of land located in its township of Bandar Meru Raya. The said Agreement is conditional upon the fulfilment of certain conditions precedent including obtaining approval of Foreign Investment Committee (if so required) by the third party, within 120 business days from the date of the said Agreement.

	
	

	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
	3,567
	4,959

	
	
	
	
	

	
	*
	Guarantees given to banks in respect of       facilities granted to subsidiary disposed in the first quarter 2003
	-
	1,242

	
	
	
	
	

	
	*
	Guarantee given by a subsidiary, which was disposed in the first quarter 2003, to a bank in respect of facilities granted to its former subsidiary
	-
	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 or its subsidiary or its former subsidiary has been released from all its obligations of the guarantees stated above.

	
	

	
	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 has reduced from RM175.3 million in the preceding year to RM112.6 million in the current financial year. This is mainly due to the non inclusion of revenue of the manufacturing and consumer products segment arising from the disposal of AHSB on 11 February 2003 (see note 10). However, higher revenue was achieved by the other segments (see Note 8).

	
	

	
	Profit before taxation for the current financial year has decreased to RM11.9 million from RM23.4 million in the preceding year mainly due to the reduced contribution from the manufacturing and consumer products segment, accrued development expenditure and higher finance costs.

	
	

	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 RM3.8 million for the current quarter ended 31 December 2003 as compared to a profit before taxation of RM5.4 million for the immediate preceding quarter ended 30 September 2003. The decrease in the profits was due to the reduced margin contribution from the infrastructure segment.

	
	

	15
	Current year prospects

	
	Due to improving economic conditions, the Group may be able to achieve satisfactory results for the financial year ending 31 December 2004.

	
	

	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

	
	
	 quarter ended
	
	year to date

	
	
	31/12/2003
	
	31/12/2003

	
	
	RM’000
	
	RM’000

	
	Current year’s provision
	2,973
	
	7,743

	
	Taxation (over)/ underprovided in respect of prior years
	(86)
	
	(86)

	
	Transfer to deferred tax
	647
	
	875

	
	
	3,534
	
	8,532

	
	Share of tax of associated company
	(18)
	
	189

	
	
	3,516
	
	8,721

	
	

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

	
	

	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.

	
	

	19
	Particulars of purchase or disposal of quoted securities

	
	(a)
	There were no purchases or disposal of quoted securities in the current financial year ended 31 December 2003 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.

	
	
	

	
	(b)
	A summary of details in quoted securities as at 31 December 2003 is as follows:

	
	
	

	
	
	Current
	
	Current

	
	
	quarter   ended
	
	year ended

	
	
	31/12/2003
	
	31/12/2003

	
	
	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 31 December 2003
	
	
	

	
	
	Cost
	Carrying
	Market value

	
	
	
	value
	

	
	
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	
	Total quoted securities
	24,623
	24,623
	23,892

	
	

	
	The quoted securities shall be held for the long term 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:

	
	
	

	
	In respect of the announcements made on 27 November 2002 and thereafter with details provided in previous quarterly reports to 30 September 2003, the Company has: - 

	
	

	
	(a) completed the private placement of 10.0 million new ordinary shares of  RM1.00 each at price fixed at RM1.27 per share on 13 November 2003.

	
	

	
	(b) completed on 5 December 2003 the transfer of the listing and quotation of the entire issued and paid up share capital from the Second Board to the Main Board of the  MSEB upon the completion of the private  placement, above. 

	
	

	
	(c) completed on 24 December 2003 the bonus issue of 20.0 million new ordinary shares of RM1.00 each on the basis of  one (“1”) new ordinary shares for every four (“4”) existing shares held.



	
	

	21
	Borrowings and debt securities

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

	
	
	As at
	
	As at

	
	
	31/12/2003
	
	31/12/2002

	
	
	RM’000
	
	RM’000

	(a)
	Short Term Borrowings
	
	
	

	
	Secured:
	
	
	

	
	Bank overdraft
	1,648
	
	6,284

	
	Bankers acceptance/Trust receipts
	-
	
	1,286

	
	Term loans, due within 12 months
	2,000
	
	3,303

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

	
	Hire purchase and lease payables
	209
	
	441

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

	
	
	3,857
	
	11,314

	
	Unsecured:
	
	
	

	
	Revolving credit
	88,503
	
	100,234

	
	Total short term borrowings
	92,360
	
	111,548

	
	
	
	
	

	
	
	
	
	

	(b)
	Long Term Borrowings
	
	
	

	
	Term loans, secured
	4,585
	
	9,692

	
	Less: Repayments due within 12 months included in short       term borrowings (see Note 21(a) above)
	(2,000)
	
	(3,303)

	
	
	2,585
	
	6,389

	
	
	
	
	

	
	Hire purchase and lease payables, secured
	617
	
	1,197

	
	Less: Repayments due within 12 months included in short term borrowings (see Note 21(a) above)
	(209)
	
	(441)

	
	
	408
	
	756

	
	
	
	
	

	
	Total long term borrowings
	2,993
	
	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 year except for hire purchase and lease payables as disclosed under Note 21 above and as shown below:-

	
	                                                                                       

	
	                                                                                                                  RM’000                                 

	
	Property, plant & equipment                                                                                                           

	
	    Approved and contracted for                                                                        58                                             

	
	

	
	Authorised but not contracted for:

	
	    Land & Buildings                                                                                    1,244                                          

	
	    Property, plant & equipment                                                                   3,605                     

	
	                                                                                                                     4,849                  

	
	

	 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.

	
	

	25
	Dividends

	
	The directors are pleased to recommend a first and final dividend for the shareholders’ approval at the forthcoming Annual General Meeting as follows:

	
	

	
	(a) A first and final dividend of 2 sen less 28% income tax.

	
	(b) (i) Amount per share : 1.44 sen (net) per share.

	
	      (ii) Previous corresponding period: 1.44 sen (net) per share after 28% income tax.

	
	      (iii)Total dividend for the current financial year: 1.44 sen (net) [2002:1.44 sen (net)]. 

	
	(c ) Date payable will be determined at a later date.

	
	(d) Date of entitlement will be determined at a later date.

	
	

	26
	Earnings per share

	
	The basic earnings per share have been calculated based on the net profit attributable to shareholders on the weighted average number of ordinary shares in issue during the current financial year. 

	
	
	Group

	
	
	31/12/2003
	
	31/12/2002

	
	
	
	
	

	
	
	
	
	

	
	Net profit attributable to shareholders (RM’000)
	1,919
	
	7,530

	
	
	
	
	

	
	Weighted average number of ordinary shares in issue (‘000)
	91,616
	
	90,000

	
	
	
	
	

	
	Basic earnings per share (sen)
	2.09
	
	8.37

	
	

	
	

	
	

	
	

	
	

	By Order of the Board

	

	

	Cheai Weng Hoong

	Company Secretary

	

	

	Ipoh

	Date: 25 February 2004


