EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT
1
Accounting Policies and Methods of Computation
The interim financial report of the Group is un-audited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

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 March 2004.

The interim financial report should be read in conjunction with the annual audited financial statements of the Group for the year ended 31 March 2004.

2
Audit Qualification
There was no audit qualification in the audit report of the Company’s preceding annual financial statements for the year ended 31 March 2004.

3
Seasonality or Cyclicality of Interim Operations
There were no material seasonal or cyclical factors affecting the business operations of the Group for the financial period ended 30 June 2004.

4 Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no items affecting the assets, liabilities, equity, net income or cash flow of the Group for the financial period ended 30 June 2004 that are unusual because of their nature, size or incidence.

5
Changes in Estimates
There were no significant changes in estimates of amounts reported in the prior interim periods of the current and preceding financial years that have material effect in the current interim period.

6
Debt and Equity Securities
During the financial period ended 30 June 2004, the following shares were issued:-

(i) 87,700 ordinary shares pursuant to the Employees’ Share Option Scheme; and

(ii) 1,520,000 ordinary shares pursuant to the Private Placement.

There were no issuances, cancellations, repurchases, resale and repayments of debts for the financial period ended 30 June 2004.

7 Dividend Paid

No dividend was paid during the financial period ended 30 June 2004.

8
Segment Information 



Property
Hotel &
IT and 
Investment




Construction 
Development
Leisure
e-commerce
Holding
Eliminations
Consolidated


 RM’000
RM’000
RM’000
RM’000
RM’000
RM’000     
RM’000


REVENUE

External sales
     76,919
    19,842
     13,813
    1,670
          0
           0
 112,244

Inter-segment


  Sales
              0
             0
            0
            0
   1,500
   (1,500)
            0


_____________________________________________________________________________________________

Total revenue
      76,919
     19,842
      13,813   
     1,670           
          0
           0
 112,244


=================================================================================

RESULTS




Segment results
       1,214
     3,068
      (    869)
           72
     (127)
           0
     3,358

Interest expense







 (  5,543 )

Interest income





            6







___________

Profit before taxation






  (  2,179 )

Taxation





  (  1,334 )







___________

Profit after taxation





  (  3,513 )

Minority interests





          13







___________

Net profit for the period




   (  3,500 )


  




==========

9
Valuation of Property, Plant and Equipment
The Group does not state any assets based on valuation of its property, plant and equipment.

10 Subsequent Material Events

There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period under review.

11
Changes in the Composition of the Group 

There were no changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings and discontinuing operations.

12
Changes in Contingent Liabilities or Contingent Assets 

(a)
Contingent Liabilities 








 Quarter Ended
       Financial Year Ended








     30.6.2004

31.3.2004








         RM

      RM

(i)
Corporate guarantees for credit facilities
      58,098,291

  86,496,704


granted to the Group 









(ii)
Letter of undertakings for utilised


credit facilities



        1,223,800

       721,800

12
Changes in Contingent Liabilities or Contingent Assets (Con’t)

(b)
Contingent Assets 

There were no contingent assets as at the end of the current quarter or at preceding annual balance sheet date.

ADDITIONAL INFORMATION AS REQUIRED BY KLSE LISTING REQUIREMENTS  (PART A OF APPENDIX 9B)

13
Review of Performance 

For the financial period ended 30 June 2004, the Group has achieved a turnover of RM112.244 million as compared to RM123.898 million for preceding year, representing a drop of 9.4%.  This is due to a smaller volume of construction works completed during the period.

For the financial period ended 30 June 2004, the Group has achieved an operating profit of RM3.364 million.  After deducting finance cost of RM5.543 million, the Group has recorded a pre-tax loss of RM2.179 million, compared to a pre-tax profit of RM7.845 million for the preceding year.  The pre-tax loss is mainly attributable to the non-cash depreciation charge of RM3.675 million recorded by The Westin Kuala Lumpur; a loss in disposal of some fixed assets (please see Note 18) of RM1.426 million by the Company; and a lower profit margin achieved by the construction subsidiary due to acute shortages and higher cost in construction materials, fuel and oil and overheads during the period.

14
Material Change in Profit Before Taxation For The Current Quarter Compared to The Immediate Preceding Quarter 


The Group has recorded a lower turnover of RM112.244 million and a pre-tax loss of RM2.176 million in the first quarter of financial year ended 31 March 2005, compared with a turnover of RM131.705 million and a pre-tax loss of RM0.323 million in the preceding quarter, due to reasons as stated in Note 13 above.

15 Prospects 

Based on the remaining works on hand, the Board expects the construction turnover to be satisfactory for the current financial year.  In addition, the Board is also confident that it would be able to secure some of the projects that it is currently tendering or negotiating.  

On the property development front, the total sales totalling RM315 million generated by i-zen @ Kiara II and i-zen @ Kiara I serviced residence projects; i-zen @ Villa Aseana courtyard villas; and Luyang Perdana (Phases I, II and III) landed residential project in Kota Kinabalu, Sabah will continue to contribute positively to the results of the Group in the current financial year and over the next two years.  The Group also intends to launch a block of luxury condominium in Mont Kiara next year and expects the project to be well received.


The performance of The Westin Kuala Lumpur continues to improve in terms of occupancy and average room rates and the Board expects the operation to be profitable in the current financial year.

16
Variances From Profit Forecast or Profit Guarantee
Not applicable as no profit forecast or profit guarantee was published for this financial year ending 31 March 2005.

17
Taxation
The taxation for the current quarter and year to date are as follows:-










          3-months Cumulative

Current Quarter

Year-to-date 

   Ended

      Ended

30.6.2004

 30.6.2004

   RM’000

      RM’000


Current year taxation



            1,334

          1,334



Deferred taxation




                   0

                    0   







_________________

_________________




            1,334
          1,334








______________

______________

The effective tax rates of the Group for the current quarter and year-to-date are higher than the statutory tax rate due to losses incurred by certain subsidiaries, mainly Ireka Hotels Sdn Bhd.

18 Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments in the current quarter and financial year-to-date.

The Group has on 31 May 2004 disposed of 12 units of offices situated in the Business Park, Bandar Sri Damansara, District of Petaling for a total sale proceeds of RM3,050,000.

19 Particulars of Purchase or Disposal of Quoted Securities

(i) There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

(ii) There was no investment in quoted securities as at the end of the current quarter and financial year-to-date.
20
Status of Corporate Proposal 
On 11 May 2004, the Company has announced a new private placement proposal of up to 14,296,202 new ordinary shares of RM1.00 each. The Shareholders, the Securities Commission/Foreign Investment Committee have approved the proposal on 26 July 2004 and 2 August 2004 respectively. The Bursa Malaysia Securities Berhad has also approved the listing and quotation for the new placement shares to be issued. 

21
Group Borrowings and Debt Securities 

The Group borrowings as at 30 June 2004 are as follows:- 

 RM'000

(a) Current 

Secured :-

Syndicated term loans (Note 1 below)




  35,780

Collateralised Loan Obligation facility




       298


Term loans/Bridging loans/Factoring





  36,761

Hire purchase/Leasing




      

    2,323










_______








 

  75,162
Unsecured :-
Bank overdraft 




 


  33,013

Revolving credits




 


  43,000

Trade finance/Term loan






  50,418










________










 201,593










=======

(b) Non-current

Secured :-
Syndicated term loans (Note 1 below)




161,990

Collateralised Loan Obligation facility




  40,000



Term loans/Bridging loans




 

  90,768



Hire purchase/Leasing




  

    2,392











_______










295,150










======

 (c)
Total borrowings







496,743











======

Note 1
The Syndicated Term Loans were secured to part finance the development of a Hotel and Executive Residence known as The Westin Kuala Lumpur at Jalan Bukit Bintang.

All bank borrowings of the Group are denominated in Malaysian Ringgit.

22 
Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at 25 August 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of the interim financial report).

23
Material Litigations 

The Group is not engaged in any material litigation as at 25 August 2004 (the latest practicable date which is not earlier than 7 days from the date of this interim financial report).

24
Dividend

The Board of Directors has not recommended the payment of any dividend in respect of the financial year ended 31 March 2004. 

25
Earnings Per Share


        






         
 3-months Cumulative

 Current Quarter
        Year-to-date 

   
Ended

    
Ended

 
30.6.2004

30.6.2004

(a) Basic Earnings

        
   RM’000        
    
   RM’000

Net (loss)/profit attributable to shareholders
  
      (3,500)

      (3,500)




===============
  ==============

Number of ordinary shares in issue 

   as at 1.4.2004



            112,307,000
            112,307,000

Effect of issue of shares



  1,482,556

  1,482,556






________________
________________

Weighted average number of ordinary 

   shares in issue



            113,789,556
             113,789,556






===============
===============

Basic earnings per share (sen)


        (3.08)                 
         (3.08)






===============
===============

(b) Diluted Earnings

The effects on the basic earnings per share for the current quarter and year to date arising from the assumed conversion on the Employees Share Option Scheme (“ESOS”) and Warrants 1996/2006 are anti-dilutive. 

By Order of the Board

IREKA CORPORATION BERHAD

WONG YIM CHENG

Company Secretary

Kuala Lumpur

27 August 2004
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