PERAK CORPORATION BERHAD
(Company no. 210915-U)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT-30 SEPTEMBER 2004

	1.
	Accounting Policies

	
	The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

	
	

	
	The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2003. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of changes in the financial position and performance of the Group since the year ended 31 December 2003.

	
	

	
	The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 December 2003. The Group and the Company has adopted for the first time MASB 32: Property and Development Activities during the financial period ended 30 September 2004, which has not given rise to any adjustments to the opening balances of retained profits of the prior and current year or to changes in comparatives.

	
	

	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 2003.

	
	

	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.

	
	

	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 period 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 period to date.

	
	

	7.
	Dividends paid

	
	A first and final gross dividend of 2 sen (2003: 2 sen) per share on 100 million (2003: 70 million) paid-up ordinary shares of RM1 each less 28% taxation amounting to RM1.440 million          (2003: RM1.008 million) in respect of the financial year ended 31 December 2003 was paid on         21 July 2004.

	
	

	8.
	Segment revenue and results

	
	The Group’s segmental reporting for the current financial period to date ended 30 September 2004 is as follows:

	
	
	Revenue
	Profit/(loss) before tax

	
	
	9 months ended
	9 months ended

	
	
	30/9/04
	30/9/03
	30/9/04
	30/9/03

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Manufacturing and consumer products
	-
	7,665
	-
	(1,024)

	
	Hotel & tourism 
	12,735
	13,107
	634
	1,639

	
	Infrastructure
	37,464
	31,739
	5,250
	6,467

	
	Township development
	43,991
	15,919
	1,438
	2,760

	
	Management services and others
	1,963
	1,592
	2,115
	34,508

	
	
	96,153
	70,022
	9,437
	44,350

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

	
	
	96,153
	70,022
	9,437
	9,162

	
	Unallocated expenses
	-
	-
	(1,590)
	(1,581)

	
	
	96,153
	70,022
	7,847
	7,581

	
	Share of results of associated companies
	-
	-
	486
	569

	
	
	96,153
	70,022
	8,333
	8,150

	
	

	
	There are no comparatives for the manufacturing and consumer products segment in the current financial period to date since the subsidiaries in this segment were disposed in the previous financial period.

	
	

	
	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 period to date. Any additions to the property and equipment are carried at cost less depreciation charge for the current financial period 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 composition of the Group during the current financial period to date.

	
	

	11
	Subsequent events

	
	There were no material events subsequent to the end of the current financial period to date that have not been reflected in this interim financial report, made up to the latest practicable date, except as follows:
On 14 October 2004, the Company's subsidiary, Lumut Maritime Terminal Sdn Bhd ("LMT"), received the approval from Securities Commission ("SC") for the proposed issue of Bai Bithamam Ajil Islamic Debt Securities of RM60.0 million ("Proposed BaIDS"). The purpose of the proposed BaIDS is to utilise the proceeds and the internal funds of LMT to redeem the redeemable preference shares ("RPS") issued by LMT Capital Sdn Bhd, a wholly-owned subsidiary company of LMT, and for payment of  outstanding cumulative dividends under the RPS by the end of the current financial year (see note 12).


	
	

	12
	Changes in contingent liabilities or contingent assets since the preceding financial year ended 31 December 2003

	
	
	
	As at
	As at

	
	
	
	last practicable 
	31/12/2003

	
	
	
	date
	

	
	
	
	RM’000
	RM’000

	
	
	Guarantees given to banks in respect of facilities granted to a subsidiary (unsecured)
	10,723
	3,567

	
	

	
	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 any time, 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 or upon the full redemption of the RPS (see note 11), 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 increased from RM70.0 million in the preceding year corresponding period to RM96.1 million in the current financial period to date.

	
	

	
	Profit before taxation for the current financial period to date has increased to RM8.3 million from profit before taxation of RM8.2 million in the preceding year corresponding period as disclosed under Note 8. Also, the net profit for the period has increased from RM1.1 million to RM2.6 million.

	
	

	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 RM4.0 million for the current quarter ended             30 September 2004 as compared to a profit before taxation of RM2.0 million for the immediate preceding quarter ended 30 June 2004. The improved profitability was due to better contribution from the Company and the infrastructure segment of the Group.

	
	

	15
	Current year prospects

	
	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:

	
	
	3 months 
	
	9 months 

	
	
	ended
	
	ended

	
	
	30/9/2004
	
	30/9/2004

	
	
	RM’000
	
	RM’000

	
	Current period
	1,653
	
	4,355

	
	Taxation (over)/ under provided in respect of prior year
	-
	
	-

	
	Transfer to/(from) deferred tax
	97
	
	(141)

	
	
	1,750
	
	4,214

	
	Share of tax of an associate
	101
	
	189

	
	
	1,851
	
	4,403

	
	

	
	The effective tax rate of the Group is higher than the statutory tax rate principally due to certain expenses being disallowed for tax purposes.

	
	

	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 period.

	
	

	19
	Particulars of purchase or disposal of quoted securities

	
	(a)
	There were no purchases or disposal of quoted securities in the current financial period to date.

	
	
	

	
	(b)
	A summary of details in quoted securities as at 30 September 2004 is as follows:

	
	
	3 months
	
	9 months

	
	
	ended
	
	ended

	
	
	30/9/2004
	
	30/9/2004

	
	
	RM’000
	
	RM’000

	
	As at beginning of the period 
	24,623
	
	24,623

	
	Purchase of quoted securities
	-
	
	-

	
	Disposal of quoted securities
	-
	
	-

	
	Total quoted securities
	24,623
	
	24,623

	
	
	
	
	

	
	Investment in quoted securities as at 30 September 2004
	
	
	

	
	
	
	Carrying
	Market value

	
	
	Cost
	value
	

	
	
	RM’000
	RM’000
	RM’000

	
	Total quoted securities
	24,623
	24,623
	19,071

	
	

	
	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.

	
	

	21
	Borrowings and debt securities

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

	
	
	As at
	
	As at

	
	
	30/9/2004
	
	31/12/2003

	
	
	RM’000
	
	RM’000

	(a)
	Short Term Borrowings
	
	
	

	
	Secured:
	
	
	

	
	Bank overdraft
	7,564
	
	1,644

	
	Term loans, due within 12 months
	-
	
	2,000

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

	
	Hire purchase and lease payables
	111
	
	214

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

	
	
	7,675
	
	3,858

	
	Unsecured:
	
	
	

	
	Revolving credit
	88,503
	
	88,503

	
	Total short term borrowings
	96,178
	
	92,361

	
	
	
	
	

	(b)
	Long Term Borrowings
	
	
	

	
	Term loans, secured
	4,221
	
	4,585

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

	
	
	4,221
	
	2,585

	
	
	
	
	

	
	Hire purchase and lease payables, secured
	514
	
	622

	
	Less: Repayments due within 12 months included in short term borrowings (see Note 21(a) above)
	(111)
	
	(214)

	
	
	403
	
	408

	
	
	
	
	

	
	Total long term borrowings
	4,624
	
	2,993

	
	
	
	
	

	
	
	
	
	

	(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 period to date except for hire purchase and lease payables as disclosed under Note 21 above and as shown below:-

	
	

	
	                                                                                                            RM’000

	
	Approved and contracted for:                                                                                       

	
	     Property, plant & equipment                                                              258

	
	

	 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 payable

	
	An interim ordinary dividend has not been declared for the current financial period to date.

	
	

	26
	Earnings per share

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

	
	
	9 months ended

	
	
	30/9/2004
	
	30/9/2003

	
	
	
	
	

	
	
	
	
	

	
	Net profit attributable to shareholders (RM’000)
	2,596
	
	1,123

	
	
	
	
	

	
	Weighted average number of ordinary shares in issue (‘000)
	100,000
	
	70,000

	
	
	
	
	

	
	Basic earnings per share (sen)
	2.60
	
	1.60

	
	

	
	

	
	

	By Order of the Board

	

	

	Cheai Weng Hoong

	Company Secretary

	

	

	Ipoh

	Date:  30 November 2004


