TONGKAH HOLDINGS BERHAD

(Company No. 981-D)

Notes to the Quarterly Report on consolidated results for the 9-month period ended 31 March 2002.

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 2001 and also the accounting standard issued by MASB that are applicable for the current financial year.

2. Exceptional Items

           For the cummulative 3rd quarter under review ended 31 March 2002, the Group had an exceptional loss of RM19.202 million which is mainly comprised of the followings:

· The provision of corporate guarantees amounting to RM45.165 million in connection with the guarantees given to financial institutions for the loans obtained by Prime Granite (M) Sdn Bhd (“PGSB”)  and Tongkah Moulding Technology Sdn Bhd (“TMT”).

· Loss on disposal amounting to RM3.976 million following the divestment of its entire 82.41 % equity interest in TMT to Whizpac for a consideration of RM1.00. The sale of TMT was completed on 27 August 2001.

· However, the effect of the above losses were reduced as PGSB’s loss of RM28.135 million is no longer consolidated into Group’s account following the appointment of Receivers & Managers (“R&M”)  by RHB Bank Bhd on 30 July 2001. Certain numbers of  previous quarter ended 31 December 2001 were restated to reflect the effect of non-consolidation of PGSB’s account.

· And exceptional gain of RM2.269 million arising from the write back of provision of corporate guarantee that was no longer needed.

            For the current quarter under review, the Group had reported an exceptional gain of RM2.269 

            million due to write back of provision that was no longer needed.

3. Extraordinary Items

There were no extraordinary items for the 9-month period ended 31 March 2002.

4. Taxation

The tax figure is in respect of the following: -


Current year quarter 

31/03/02

RM’000
Preceding year corresponding quarter 

31/03/01

RM’000
Cumulative current year quarter 

31/03/02

RM’000
Preceding year corresponding quarter 

31/03/01

RM’000

Current period provision
   27
 221
1,125
  1,400

Share of tax on associated company
729
1,146
     18
3,437


      756
          1,367
       1,143
         4,837

5. Pre-acquisition Profits

There were no pre-acquisition profits for the 9-month period ended 31 March 2002.

6. Profit on sale of investment

For the 9-month period under review, the Company recorded a gain of RM1.255 million from disposal of investments in quoted securities.

7.
Quoted Securities





Addition and disposal of quoted securities during the 9-month period are as follows:-




RM'000




Total additions

NIL


Total disposal proceeds

4,159


Total gain on disposals

1,255


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




RM'000




At cost

275,724


Provision for diminution in value

(209,523)


At carrying value/ book value

66,201


At market value

108,931

8.
Changes in the composition of the group





i. On 27 August 2001 the company completed the disposal of  10,200,000 ordinary shares of  RM1.00 each, representing 51% equity interest in Tongkah Electronic Sdn Bhd to SGT Marketing Sdn Bhd for cash consideration of RM1.00.

ii. On 27 August 2001 the company completed the disposal of  9,180,000 ordinary share of RM1.00 each, representing 82.41% equity interest in TMT to Whizpac Sdn Bhd for  cash consideration of RM1.00

9.
Status of Corporate Proposals




Proposed disposal of 29,250,000 ordinary shares, representing 75% equity interest in Kestrel Securities Sdn Bhd to Allied Avenue Assets Securities Sdn Bhd “AAA” (formerly known as MGI Securities Sdn Bhd) announced on 30 June 2000. On 19 July 2001, the company announced that it has entered into a Supplemental Share Sale Agreement with AAA and Avenue Assets Bhd to reduce the price of the new AAB Shares to be issued in satisfaction of the sale consideration from RM1.18 per new AAB share to RM1.00 per new AAB share.  On 19 December 2001, the Company obtained the approvals of Bonds A Holders' and shareholders for the abovementioned disposal of Kestrel Securities Sdn Bhd during the Bonds A Holders' meeting and Extraordinary General Meeting respectively. The completion of the said disposal is pending the satisfaction of all conditions precedent.




10.
Seasonal or Cyclical Factors




The Group activities during the 9-month period under review were mainly stock-broking and consumer electronic products business.  As such, the Group was exposed to the fluctuating share prices and trading volume of the Kuala Lumpur Stock Exchange and seasonal demands of consumer for electronic products.



11.
Debt and Equity Securities




During the 9-month period under review, the company issued 26,178,334 ordinary shares of RM1.00 each arising from the conversion of 44,503,204 nominal value of Irredeemable Convertible Unsecured Loan Stocks 1999/2004 (“ICULS”) at the rate of RM1.70 nominal value of ICULS for every one ordinary share.

12.
Group Borrowings


Total Group’s borrowings as at 31 March 2002 are as follows:-



Total 



RM’000


Short term loans (unsecured)
5,265


Short term loans (secured)
9,500


Redeemable Convertible Bonds – 1999 – 2004
462,539


ICULS – 1999 – 2004
117,493






Grand Total
594,797




13.
Contingent Liabilities


There were no material contingent liabilities of the Company as at 31 March 2002 



14.
Off Balance Sheet Financial Instruments


There was no financial instrument with off balance sheet risk for the 9-month period ended 31 March 2002.



15.
Material Litigation

The material litigation engaged, pending or threatened against Tongkah Holdings Berhad (“THB”) and its subsidiary companies are as follows:

i. On 20 June 2001 and 26 June 2001, a letter of demand was issued for the sum of RM4,500,000 against THB by solicitors acting for and behalf of RHB Bank Berhad in respect to corporate guarantees for banking facilities extended to Tongkah Moulding Technologies Sdn Bhd (“TMT”). THB is in the midst of preparing a proposal to restructure the debt.

ii. On 26 July 2001, THB was served a writ of summons for the sum of RM6,120,000 by Bumiputra-Commerce Bank Berhad in respect of the corporate guarantees for the banking facilities extended to TESB. The hearing date from the High Court of Kuala Lumpur is yet to be fixed. THB is in the midst of preparing a proposal to restructure the debt. 

iii. On 6 August 2001, a letter of demand was issued against THB by the solicitors acting for and behalf of HSBC Bank Malaysia Berhad in respect of corporate guarantees for banking facilities extended to Prime Granite Malaysia Sdn Bhd (“PGSB”) amounting to RM30,090,000. THB is in the midst of preparing a proposal to restructure the debt.
iv. On 4 October 2001, a letter of demand was issued against THB by solicitors acting for and on behalf of Nagase (M) Sdn Bhd seeking to enforce payment in full of RM6,046,422.86 and USD140,799.01 owed by TMT and RM82,988.75 owed by Tongkah Precision Plastics Sdn Bhd in respect of goods delivered. THB has refuted the claim.
v. On 14 January 2002, THB was served a writ of summons for the sum of RM14,280,000 by the solicitors acting for and behalf of RHB Bank Berhad in respect to corporate guarantees for banking facilities extended to Tongkah Electronics Sdn Bhd (“TESB"). The hearing date from the High Court of Kuala Lumpur is yet to be fixed.



vi. On 15 January 2002, THB was served a writ of summons for sum of RM5,075,273 by the solicitors acting for and on behalf of Cheilchem Industries Sdn Bhd seeking to enforce payment of RM5,075,273 owed by TMT in respect of goods sold and delivered.  The hearing date from the High court of Kuala Lumpur is yet to be fixed.
vii. On 21 March 2002, THB was served a writ of summons for the of RM 10.757 million by RHB Bank Berhad  in respect of corporate guarantees for banking facilities extended to Prime Granite (Malaysia) Sdn Bhd. The hearing date from the High Court of Kuala Lumpur is yet to be fixed.



16.
Segmental Reporting






Turnover

RM'000
Profit /(loss) Before Tax

RM'000
Total Assets

RM'000


Services
6,854
   2,767  
65,807


Contracting & Investment holding
10,484
(23,427)
429,926


Associates
-
(589)
-



17,338
(21,249)
495,733

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

For the current quarter under review ended 31 March 2002, the Group had recorded a loss before tax of RM0.617 million lower as compared to a loss of RM43.138 million for the preceding quarter. The significant improvement was mainly due to the disposal of loss making operations that had adversely affected the result in the preceding quarter.



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

The Group recorded a turnover and of RM 17.338 million for the 9-month period ended 31 March 2002 as compared to RM 187.834 million in the previous corresponding financial period. The lower turnover was mainly attributable to the divestment  of non - profitable subsidiaries that  previously contributed significantly to Group turnover in the corresponding  period.




19.
Prospect for the current financial year


The group is expected to continue to be in difficult financial position for the current financial year and the Group intends to restructure the business and its existing indebtedness to remain viable.




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


Not Applicable




21.
Dividend


The directors do not recommend any dividend for the 9-month period ended 31 March 2002.

