TONGKAH HOLDINGS BERHAD

(Company No. 981-D)

Notes to the Quarterly Report on consolidated results for the financial quarter ended 31 December 1999.

1. Accounting Policies

The accounts of the Group have been prepared using the same accounting policies, method of computation and basis of consolidation as those used in the preparation of the financial statement for the year ended 30 June 1999.

2. Exceptional Items

During the quarter, the Group had completed a debt restructuring scheme whereby certain loans of the Group had been converted to redeemable convertible bonds and irredeemable convertible unsecured loan stocks ("ICULS"). As set out in the Prospectus dated 5 October 1999, there was exceptional item amounting to RM94.2 million for the quarter ended 31 December 1999 arising from the write-off of the difference between the nominal value of bonds/ ICULS issued and the secured and unsecured loans.

3. Extraordinary Items

There were no extraordinary items for the quarter ended 31 December 1999.

4. Taxation

The tax figure is in respect of the following:-


Current year quarter 

31/12/99

RM’000
Preceding year corresponding quarter 31/12/98

RM’000
Cumulative current year quarter 

31/12/99 

RM’000
Preceding year corresponding quarter 31/12/98

RM’000

Current period provision
N/A
N/A
N/A
N/A

Share of tax on associated company
1,062
N/A
968
3,171


1,062
N/A
968
N/A

5. Pre-acquisition Profits

There were no pre-acquisition profits for the quarter ended 31 December 1999.

6. Profit on sale of investment

There were no material profits or losses arising from the sale of investment for the quarter ended 31 December 1999.

7.
Quoted Securities





There were no purchase or disposal of quoted securities during the quarter

ended 31 December 1999 :




RM'000




Total purchases

-


Total disposals

-


Total profit on disposal

-





(b) Investments in quoted securities as at the end of the period:-




RM'000




At cost

347,928


At carrying value/ book value

347,928


At market value

281,600






8.
Changes in the composition of the group




(a) 
On 6 August 1999, the Company acquired the entire equity interest in Dominion Corporate Limited (“Dominion”) comprising one ordinary share of USD1.00 for cash consideration of USD1.00. Dominion was incorporated in the British Virgin Islands on 13 July 1999 and is an investment holding Company.




(b)
On 6 August 1999, the Company was deemed interested in 8,064,000 ordinary shares of RM1.00 in Avenue Assets Bhd (formerly known as Phileoland Bhd), representing 5.37% equity interest therein by virtue of the Company’s acquisition of the entire equity interest in Dominion.




(c)
On 1 November 1999, the proposed disposal of 3,750000 ordinary shares, representing 51% equity interest in Tongkah Medivest Sdn Bhd for cash consideration of RM35,700,000 was completed upon the signing of a Supplementary Concession Agreement between the Government of Malaysia and Tongkah Medivest Sdn Bhd .




(d)
On 3 February 2000, the Company, through its wholly owned subsidiary, Tongkah Equity Sdn Bhd, disposed of  17,601,682 ordinary shares of RM1.00 each, representing 33.04% equity interest in THB Industries Bhd for cash consideration of RM49,284,709.60 via placement with several investors through a stockbroking company.

9.
Status of Corporate Proposals

1) Proposed merger and consolidation plan involving Tongkah Electronics Sdn Bhd, Goldtron Electronics (Shenzhen) Co. Ltd, Goldtron Electronics (Shanghai) Co. Ltd. and Reliance Technical Services, Inc., announced on 19 May 1999. The completion is pending satisfaction of the conditions precedent pursuant to the conditional Stock Exchange Agreement and Plan for Consolidation dated 18 May 1999.

2) Proposed acquisition of 9,750,000 ordinary shares, representing 25% equity interest in Kestrel Securities Sdn Bhd for cash consideration of RM30,000,000 announced on 10 August 1999. Currently procuring approvals of the relevant authorities.

3) Proposal disposal of 100% equity interest in Tongkah Properties Sdn Bhd for cash consideration of RM1,700,000 announced on 15 February 2000. The completion is pending satisfaction of the condition precedent pursuant to the share sale Agreement dated 14 February 2000.



10.
Seasonal of Cyclical Proposal




As the Group activities are predominantly in the manufacturing industry, which is wholly carried out in Malaysia, the exposure to seasonal and cyclical factors is minimal or of no influence at all.



11.
Debt and Equity Securities




For the period 1 July 1999 to 31 December 1999, the Company issued the following securities:

i) 3,610,000 ordinary shares of RM1.00 each, pursuant to its Employees’ Share Option Scheme (ESOS);

ii) RM161,995,236 Nominal Value of Irredeemable Convertible Unsecured Loan Stocks 1999/2004 (“ICULS”);

iii) RM186,558,296 Nominal Value of Redeemable Convertible Secured Bonds “A” 1999/2004 ;

iv) RM275,980,363 Nominal Value of Redeemable Convertible Secured Bonds “B” 1999/2004 ;

v) 196,155,452 Tongkah Holdings Berhad Warrants 1999/2004.



12.
Group Borrowings


Total Group’s borrowings as at 31 December 1999 are as follows:-



Total Loan



RM’000


Long term loans



Secured
   18,539






Short term borrowings



Secured
   114,500






Grand Total


  133,039




13.
Contingent Liabilities


Contingent liabilities of the Group as at 31 December 1999 amount to RM90,185 million which represents corporate guarantees given to financial institutions for banking facilities granted to subsidiary companies.




14.
Off Balance Sheet Financial Instruments


There was no financial instrument with off balance sheet risk for the quarter  ended 31 December 1999.




15.
Material Litigation


There was no material pending litigation for the quarter ended 31 December 1999.



16.
Segmental Reporting



Turnover

RM'000
Profit Before Tax

RM'000
Total Assets

RM'000


Manufacturing
172,907
(8,376)
409,173


Services
13,534
(6,446)
157,228


Properties & Investment holding
-
(98,795)
188,123


Associates
-
7,223
487,074



186,441
(106,394)
1,241,598







17.
Material Changes in the Quarterly Results compared to the Results of the Preceding Quarter.


There is no material changes in the quarterly results as compared to the results of the preceding quarter, except for the exceptional item mentioned in Note 2 above.




18.
Review of Performance of the Company and its Principal Subsidiaries


The Group recorded a turnover of RM89.1 million for the quarter ended 31 December 1999, which was mainly contributed by the Group's manufacturing sector. The Group incurred a loss for the same financial period of RM92.8 million, mainly due to the exceptional item as mentioned in Note 2 above.

In the opinion of the Directors, the results of the operations for the quarter have not been affected by any item, transaction or event of a material and unusual nature which has arisen between 31 December 1999 and the date of this announcement.




19.
Prospect for the current financial year


Barring unforeseen circumstances and in view of the gradual recovery in the Malaysian economy, the Directors expect the performance of the group, particularly the manufacturing sector, to improve for the remainder of the current financial year.




20.
Variance of Actual Profit From Forecast Profit and Profit Guarantee


Not Applicable




21.
Dividend


The directors do not recommend any interim dividend for the quarter ended 31 December 1999.




22.
Year 2000 compliance


No problems relating to the Y2K bug were faced by the Company or its subsidiaries.

.




