Notes to the Interim Financial Report as Required by MASB 26 


1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in compliance with Malaysian Accounting Standards Board (“MASB”) 26, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 May 2004. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 May 2004.

The accounting policies and methods of computation adopted by the Group and the Company in this interim financial report are consistent with those adopted in the financial statements for the financial year ended 31 May 2004. 

2.
Audit report in respect of the 2004 financial statements

The audit report on the Group’s financial statements for the financial year ended 31 May 2004 was not qualified. 

3.
Material events subsequent to balance sheet date

On 24 August 2004, the Company announced a proposed issuance of up to 6,777,000 ordinary shares of RM1 each through a private placement at a price to be determined, for additional working capital purposes (“Proposed Private Placement”).

The Proposed Private Placement has been approved by the relevant authorities, as disclosed in Note 8: Additional Information Required by the Bursa Malaysia’s Listing Requirements. 

As disclosed in Note 11: Additional Information Required by the Bursa Malaysia’s Listing Requirements , the Company has on 30 March 2005 announced that Kamunting Textile Industries Sdn Bhd (KTI), a wholly owned subsidiary of the Company had, through its Solicitors, commenced legal proceedings against Sportzone Sdn Bhd (SSB) (1st Defendant), Saron Holding Sdn Bhd (SHSB) (2nd Defendant) and Dato' Sri Ram a/l M S Sarma (SRS) (3rd Defendant) for the recovery of outstanding amount of RM5,078,598.00 (as at 31 December 2004) arising from a trading arrangement between the parties .

Apart from the above, there were no other material events subsequent to balance sheet date.

4. Seasonal or cyclical factors

The Group’s operations are not affected by seasonal or cyclical factors.

5. Unusual items due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income or cashflows for the current quarter.

6. Changes in estimates

There were no changes in estimates which had a material effect in the current quarter.
7. Changes in debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the reporting quarter except as disclosed in Note 8: Additional Information Required by the Bursa Malaysia’s Listing Requirements.

8. Segmental reporting

Segment information is presented in respect of the Group’s business segment.

(1) 9 months ended 28 February 2005 (All figures in RM’000)
	
	
	Investment holding & others
	Manufacture and sale of woven fabrics
	Engineering and constructions
	Trading service
	Inter segment
	Consolidated

results

	
	
	
	
	
	
	eliminations
	

	
	
	
	
	
	
	
	

	REVENUE & EXPENSES
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	

	
	External sales
	13
	24,759
	48
	-
	-
	24,820

	
	Inter-segment sales
	-
	7,904
	22
	-
	(7,926)
	-

	Total revenue
	13
	32,663
	70
	-
	(7,926)
	24,820

	
	
	
	
	
	
	
	

	Result
	
	
	
	
	
	

	
	Segment results representing (loss)/profit from operations
	(2,462)
	(7,012)
	(763)
	6
	(68)
	(10,299)

	
	Net Finance costs
	
	
	
	
	
	(1,083)

	
	Taxation
	
	
	
	
	
	-

	
	Loss after taxation
	
	
	
	
	
	(11,382)


(2) 9 months ended 29 February 2004 (All figures in RM’000)
	
	
	Investment holding & others
	Manufacture and sale of woven fabrics
	Engineering and constructions
	Trading service
	Inter segment
	Consolidated

Results

	
	
	
	
	
	
	Eliminations
	

	
	
	
	
	
	
	
	

	REVENUE & EXPENSES
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	

	
	External sales
	97  
	27,647
	14,728  
	-  
	-
	42,472

	
	Inter-segment sales
	-  
	5,757 
	13,600  
	-  
	(19,357)
	-  

	Total revenue
	97 
	33,404 
	28,328  
	-  
	(19,357)
	42,472

	
	
	
	
	
	
	
	

	Result
	
	
	
	
	
	

	
	Segment results representing loss from operations
	(4,235)
	(3,677)
	(20)
	114
	- 
	(7,818)

	
	Net Finance costs
	
	
	
	
	
	(1,045)

	
	Taxation
	
	
	
	
	
	(92)

	
	Loss after taxation
	
	
	
	
	
	(8,955)


9. Dividends paid

No dividends had been paid during the reporting quarter.

10. Valuation of property, plant and equipment
The valuation of properties that are classified under property, plant and equipment has been brought forward without amendment from the previous annual report.

For properties classified under the Investment Properties, they are treated as long term investments and are stated at valuation.  The revaluations are based on valuations by an independent valuer once every three (3) years.

11.
Changes in composition of the Group

There were no changes in the composition of the Group for the current quarter. 

12.
Changes in contingent liabilities or contingent assets
The Group’s contingent liabilities as at 28 February 2005 are as follows:- 

	
	
	RM’000 

	
	
	

	Letter of credit
	Unsecured
	164

	
	
	

	Guarantees granted to third parties
	Unsecured
	556

	
	
	

	Guarantees granted to a third party
	Secured
	3,266


Guarantees granted to third parties comprise:

i. bank guarantees issued by the Group in respect of the supply of fabrics to the Ministry of Defence, Malaysia; 

ii. a guarantee given to Tenaga Nasional Berhad by the Group in respect of the provision of electricity to the factory operated by the Textile division.

iii. A bank guarantee given to Ampang Puteri Specialist Hospital for the out-patient treatment services to the employees of the Group.

iv. 
A bank guarantee given to Universiti Teknologi Malaysia (“UTM”) in relation to the UTM Project undertaken by the Company’s subsidiary company, PCB –TM Usahasana Sdn Bhd.

1.
Review of current performance
The Group’s turnover of RM5.3 million for the current quarter decreased by an approximately RM6.5 million or 55.1% as compared to an approximately RM11.8 million recorded in the corresponding quarter for the preceding year. The reduction was mainly due to absence of contributed from the Engineering and Construction division as the major portion of the works for the UTM Project had been completed (2003: RM1.5 million) whilst the turnover contribution from the textile division has decreased by an approximately RM7.0 million in the corresponding quarter for the preceding year, primarily due to production capacity constraints.

For the current quarter, the Group recorded a higher loss before taxation of an approximately RM3.6 million as compared to an approximately RM2.0 million recorded in the corresponding quarter for the preceding year.  This is mainly due to the higher losses incurred by the textile division.

2.
Comparison with preceding quarter’s (i.e. unaudited 2nd quarter) results 

	
	3th Quarter
	2nd Quarter
	

	
	28/02/2005

RM’000
	30/11/2004

RM’000
	Variance
RM’ 000 / %

	Turnover
	5,272
	6,244
	(972) / (16%)

	Loss before taxation
	(3,577)
	(4,384)
	(807) / (18%)


The decrease in turnover was mainly due to lower sales recorded by the textile division.  Owing to the downturn in the construction industry, the Engineering and Construction division was unable to contribute to the turnover.

The Group recorded a lower loss before taxation of an approximately RM3.6 million for the current quarter, as compared with an approximately RM4.4 million recorded in the preceding quarter for the current financial year.

3.
Current year prospects

The current year prospects for the Group would depend on the prevailing textile market condition, successful procurement of new engineering and construction projects and new contracts for the supply of textiles from the Government. 

The Company is endeavouring to secure new contracts and businesses which will put the Company in a better financial footing.

4.
Variance from profit forecast and profit guarantee

This is not applicable as no profit forecast or profit guarantee were made or issued by the Group.

5.
Tax expense

There was no tax expense recorded for the current quarter and the current year to date. 

6.
Profits/(losses) on sale of unquoted investments and/or properties

There were no profits/(losses) on sale of unquoted investments and/or properties during the reporting quarter.
7.
Quoted securities 

There were no investments, purchases and sales of quoted securities by the Group during the reporting quarter.

8.
Status of corporate proposals 

On 24 August 2004, the Company announced a proposed issuance of up to 6,777,000 ordinary shares of RM1 each through a private placement at a price to be determined, for additional working capital purposes (“Proposed Private Placement”).

The Proposed Private Placement has been approved by the Securities Commission ("SC"), vide its letter dated 28 December 2004. The SC had also, vide the same letter, approved the Proposed Private Placement pursuant to the Foreign Investment Committee's Guidelines for the Regulation of Acquisition

of Assets, Mergers and Take-Overs,1974.


The SC’s approval is subject to the following conditions:

1) The Company, or its corporate advisers, are to inform the SC upon completion of the Proposed Private Placement;

2) The Company is to fully comply with the Policies and Guidelines in Issue/Offer of Securities (“Issue Guidelines”) in implementing the Proposed Private Placement;

3) The Company is to submit a comprehensive proposal sufficient and capable of resolving all its financial problems and increasing shareholder value as required under Paragraph 13.02 of the Issues Guidelines not later than six (6) months from the completion date of the Proposed Private Placement;

4) The Company, or its corporate advisers, are to submit the effective equity structure of PCB three (3) years after the date of completion of the proposal, together with the latest audited financial accounts of PCB. Further equity condition may be imposed after reviewing PCB's equity structure three (3) years from the date of implementation of the proposed scheme; and

5) The Company is to discuss with Ministry of International Trade and Industry ('MITI") concerning the condition imposed on its subsidiary companies that are licensed by MITI and inform SC on the status. The Ministry of International Trade and Industry has, vide its letter dated 2 March 2004 approved the above mentioned proposal.

On 7 April 2005, the Company has announced that the Company and its wholly owned subsidiary, PCB Power Sdn Bhd ("PCBP") had on 6 April 2005 entered into a Share Sale Agreement with MHES Sdn Bhd (MHES) to acquire 6,222,001 (approximately 51%) of the issued and paid-up share capital in MHES Asia Sdn Bhd (MHESA) for a consideration of RM7,900,000 (Ringgit Malaysia Seven Million Nine Hundred Only) ("Sale Consideration").

MHES, a company incorporated in Malaysia and having its registered address at 43B, 2nd Floor, Jalan 1, Kawasan 16, Jalan Batu Tiga, Berkeley New Town Centre, 41300 Klang, Selangor with an authorised share capital of RM5,000,000 divided into 5,000,000 ordinary shares of RM1.00 each of which 3,000,000 ordinary shares of RM1.00 each have been issued and credited as fully paid up.

MHESA, a company incorporated in Malaysia and having its registered address at 43B 2nd Floor, Jalan 1, Kawasan 16, Jalan Batu Tiga, Berkeley New Town Centre, 41300 Klang, Selangor with an authorised share capital of RM25,000,000 divided into 25,000,000 ordinary shares of RM1.00 each of which 12,200,002 ordinary shares of RM1.00 each have been issued and credited as fully paid up.

MHESA had obtained an approval from the Ministry of Energy, Communications and Multimedia to implement a 10MW Small Renewable Energy Power Programme using biomass at Felda Palm Industries Sdn Bhd, Kilang Sawit Serting, 71209 Jempol, Negeri Sembilan ("The Project").

MHESA had accepted an offer from Tenaga Nasional Berhad ("TNB") to generate and supply 10MW electricity over a period of 21 years at a price of RM0.168 per kWh and the Renewable Energy Power Purchase Agreement is pending execution between MHESA and TNB

The sale consideration shall be satisfied partly by cash consideration of RM2,500,000 and the balance of RM5,400,000 through the issuance of new PCB shares, calculated as the average closing market price of PCB's shares traded on Bursa Securities for the 5 market days preceding the price fixing date to be determined by PCB and as may be approved by the authorities.

The new PCB shares shall be listed in the Bursa Securities and shall rank pari passu with all existing issued shares.

While this renewable energy and environmentally-friendly project will not have any material impact on the earnings of the Company for the financial years ending 31 May 2005 and 31 May 2006, it will, upon completion and commencement of operation by end 2006, contribute effectively an average of RM2 million a year (the Group’s portion) consistently for the next 21 years, totaling an approximately RM42 million. In addition, the acquisition of MHESA is expected to enhance the asset-based of the Group.      

The Group is currently working on strategies to be in the fore-front of renewable energy industry in the near future. This will certainly add value to the financial performance of the Company in the ensuing years.

The acquisition price of the Sale Share will be paid partly in cash and partly by issuance of new PCB shares.

The construction costs of the project will be funded partially by internally generated funds and bank borrowings.

On 7 April 2005, the Company has also announced that PCBP had on 6 April 2005 entered into a Share Sale Agreement MHES to acquire 5,000,000 (approximately 20.1%) of the issued and paid-up share capital in Meridien Utilities Sdn Bhd (MUSB) ("Sale Share") for a consideration of RM5,000,000 (Ringgit Malaysia Five Million Only) ("Sale Consideration").

MUSB, a joint venture company between MHES, Heuristic Engineering Inc. ("HEI") and Northern Steel Ltd ("NSL") had acquired exclusive intellectual property rights and technology to Envirocycler Technology, a two stage wet biomas combustion technology. MUSB has an exclusive rights to promote, market, manufacture and distribute the Envirocycler Technology to all Asian countries, with particular emphasis on Malaysia, other ASEAN nations, China, India, Pakistan and Sri Lanka ("Target Territories").

HEI a company incorporated in British Columbia, Canada and having its office at 3040 West 5th Avenue, Vancouver, BC, V6K 1T9 Canada, owns the Envirocycler Technology, including without limitation, all know-how and process information, drawings, designs and data and sales, technical and service training ("Technology"). HEI has absolutely assigned and/or transferred the exclusive intellectual property rights, privileges and licensing options in and to the Technology for all Target Territories to MUSB and HEI has completed the technology transfer for the Technology to MUSB to ensure that MUSB has the requisite technical proficiency and product familiarity with the Technology to, inter alia, promote, market, manufacture and distribute the Technology in the Target Territories.

NSL a company incorporated in British Columbia and having its office at 9588 Milwaukee Way, Prince George, BC, V2N 5T3 Canada, a licensed fabricator of the key components of the Technology ("HEI").

The sale consideration shall be satisfied partly by cash consideration of RM5,000 and the balance of RM4,995,000 through the issuance of new PCB shares, calculated as the average closing market price of PCB's shares traded on Bursa Securities for the 5 market days preceding the price fixing date to be determined by PCB and as may be approved by the authorities. The new PCB shares shall be listed in the Bursa Securities and shall rank pari passu with all existing issued shares.

While the acquisition has no material impact on the earnings of the Company for the financial years ending 31 May 2005 and 31 May 2006, MUSB is expected to contribute positively to the earnings of the Group in the future as MUSB is projected to generate revenue from the sales of products and provision of services related to the Envirocycler Technology from Malaysia as well as other Asian countries.

The acquisition price of the Sale Share will be paid partly in cash and partly by issuance of new PCB shares.

A joint venture agreement between either PCBP or PCB and MUSB will be signed later for the purpose of providing various operation and maintenance services to MHESA in relation to the implementation by MHESA of the Project.

The status of other corporate proposals undertaken by the Company is as follow:
STATUS OF THE EMPLOYEES’ SHARE OPTION SCHEME(“ESOS”)

The ESOS scheme was implemented on 8 September 2003 after obtaining shareholders’ approval in an EGM held on 4 July 2003. Subsequently, the Option Committee had offered to 450 eligible employees the option to subscribe for a total of 4,863,000 ordinary shares of RM1.00 each at the price of RM1.05 per share. As at 28 February 2005, a total of 394 eligible employees accepted the offer. This represents 4,328,000 ordinary shares or 89% of the total offer. 

STATUS OF THE UTILISATION OF PROCEEDS FROM PRIVATE PLACEMENT EXERCISE

As at 28 February 2005, the Private Placement funds were utilised as follows:- 

Figures in RM’000

	
	
	As per SC’s Approval
	Utilisation
	Balance

	1.
	Expenses in relation to the Corporate Exercise
	250
	250
	0

	2. 
	Working capital requirements for the Engineering and Construction operations 
	3,000
	2,975
	25

	3.
	General working capital requirements for PCB Company 
	3,868
	3,868
	0

	
	TOTAL
	7,118
	7,093
	25


Note: 

· The balance of the funds are placed in fixed deposits at interest rates ranging from 2.75% to 3.2% per annum

9.
Group borrowings and debt securities

The Group’s borrowings and debts securities as at 28 February 2005 were as follows:-

	
Nature of debt
	Security

	RM’000 

	
	
	

	Short Term Borrowings
	Unsecured
	20,341

	
	Secured
	2,995

	
	
	

	Long Term Borrowings
	Secured
	198

	
	
	


10.
Off balance sheet financial instruments

There were no off balance sheet financial instruments for the reporting quarter.

11.
Changes in material litigation

The Company has on 30 March 2005 announced that Kamunting Textile Industries Sdn Bhd (KTI), a wholly owned subsidiary of the Company had, through its Solicitors, commenced legal proceedings against Sportzone Sdn Bhd (SSB) (1st Defendant), Saron Holding Sdn Bhd (SHSB) (2nd Defendant) and Dato' Sri Ram a/l M S Sarma (SRS) (3rd Defendant) for the recovery of outstanding amount of RM5,078,598.00 (as at 31 December 2004) arising from a trading arrangement between the parties ("The Suit").

The Company had, through its Solicitors, served the Writ of Summons and Statement of Claims against the 1st and 2nd Defendant. The attempts to serve the Writ of Summon and the Statement of Claim against the 3rd Defendant were unsuccesful. The Solicitors would proceed to file an application for substituted service of the Writ of Summons on the 3rd Defendant.

Under the trading arrangement between the parties, KTI was required to purchase products related to sportswear item and other acessories under the brand name "LOTTO" (hereinafter referred to as "goods") from SHSB and to sell them back to SSB.

SSB is the license holder of "LOTTO" for Malaysia, Singapore, Indonesia, Brunei and Maldives. SRS is a director and major shareholder of SSB and SHSB and had on 10 June 2003 signed an Unconditional and Irrevocable Letter of Indemnity and Guarantee to KTI guaranteeing the payment of any outstanding amount due arising from the trading arrangement to KTI.

The total amount outstanding due to KTI as at 27 October 2004 was RM5,078,597.52. The Company had made a provision in respect of the outstanding amount in the audited accounts for the financial year ended 31 May 2004.

KTI had on 27 October 2004 issued a Letter of Demand to SHSB in respect of the amount outstanding of RM5,078,597.52. The Defendants had failed, refused and/or neglected to pay the amount outstanding of RM5,078,597.52 to KTI.

KTI contends that the Defendants is in breach of the trading arrangement and is claiming for a sum of RM5,078,598.00 as at 31 December 2004 and interest of 8% per annum from 1 January 2005 and all other related costs incurred by KTI in relation to The Suit.

12.
Dividends proposed

The Board of Directors does not recommend any dividend payment for the current quarter under review.

13.
Loss per share

The figures below are used to calculate the loss per share for the Group:-

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current Year Quarter
	Preceding Year Corresponding Quarter
	Current Year To Date
	Preceding Year Corresponding Period

	
	28 February 2005
	29 February 2004
	28 February 2005
	29 February 2004

	
	RM’000
	RM’000
	RM’000
	RM’000

	Net loss attributable to shareholders
	(3,569)
	(2,057)
	(11,348)
	(8,976)

	
	
	
	
	

	Number of ordinary shares in issue as at 1 June 2004 / 2003 
	67,357
	66,354
	67,357
	66,354

	Effect of shares issued during the financial year-to-date
	1,438
	-
	1,438
	-

	Number of ordinary shares in issue as at 28 February 2005 / 2004
	68,795
	66,354
	68,795
	66,354

	
	
	
	
	

	Loss per share (sen)

  (based on the weighted average   number of shares)
	(5.23)
	(3.10)
	(16.24)
	(13.53)


14.
Authorisation for Issue

The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors on 28 April 2005.






















