Explanatory Notes

A.      MASB 26 Paragraph 16

A1.
Accounting Policies

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”).  The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the year ended 31 December 2001.

The financial statements have been prepared on a going concern basis pending the implementation of the proposed restructuring scheme as detailed under note B8 below.

A2.
Qualification and current status

The audited accounts for the year ended 31 December 2001 are subject to the following qualifications:-

a)
The Group and Company incurred losses of RM 387.2 million and RM 551.1 million respectively for the year ended 31 December 2001.  As at 31 December 2001, the Group and the Company have a net current liabilities of RM 1,035.9 million and RM 825.7 million and a deficit in the shareholders’ fund of RM 596.6 million and RM 627.0 million respectively.

On 2 February 2001, Pengurusan Danaharta Nasional Berhad (“Danaharta”) appointed Special Administrators to the Company and a subsidiary.  On 30 April 2001, Danaharta further appointed Special Administrators to another seven subsidiaries, all identified in Note 5 to the financial statements. The Company’s proposed restructuring scheme has been submitted to the Securities Commission (“SC”) and the Foreign Investment Committee on 29 March 2002 for approval.  As of the date of this report, all relevant approvals have not been obtained.


As stated in Note 22 to the financial statements, the proposed debt settlement to the secured creditors would involve substantially the Company’s and its subsidiaries’ core operating assets to be set-off and transferred to the secured creditors at the proposed transfer value of the charged assets and the balance of the debt outstanding if any, shall remain as debt owing by the Company.  Thus, in the event that the proposed restructuring scheme is approved by all the relevant authorities and parties and successfully implemented, the Company’s and its subsidiaries’ operations will be substantially curtailed or ceased.


As the outcome of the proposed restructuring scheme is still uncertain and pending approvals from all the relevant authorities and parties, the financial statements have been prepared on a going concern basis.  Had the auditors been able to determine the outcome of the proposed restructuring scheme and the going concern basis is not appropriate, adjustments would need to be made relating to the recoverability and classification of recorded asset amounts or to amounts and classification of liabilities, to reflect the fact that the Company and its subsidiaries may be required to realise its assets and extinguish its liabilities other than in the normal course of business and additional liabilities may crystallise.


As announced on 6 November 2002, certain revisions had been made to the original proposed restructuring scheme of Tecasia, to take into account the SC’s approved valuation for the landbanks belonging to Kar Sin Berhad (“KSB”).

On 4 December 2002, the Company announced that the SC had approved all the proposed transfers/ set-offs of charged assets of the Tecasia Group to relevant secured creditors pursuant to its proposed restructuring scheme, save for certain charged assets to be set-off and transferred to a secured creditor, namely Malpac Capital Sdn. Bhd.  In relation to these assets, the SC requested for fresh independent value appraisals to be conducted and for the proposed set-offs and transfers to be re-submitted, incorporating the revised values, for its review and decision.  Pursuant to this request, Messrs. Colliers Jordan Lee & Jaafar were appointed to conduct the fresh value appraisals and the results of this appraisal, together with the relevant revised workout proposals, shall be re-submitted to the SC in due course.

On 20 December 2002, it was announced that the SC had vide its letter dated 17 December 2002 approved the proposed restructuring scheme of Tecasia,  as proposed, save for the proposed exemption for the vendors of KSB and Yu & Sons Sdn. Bhd. (“YSSB”) and parties acting in concert with them from having to undertake a mandatory take-over offer to acquire the remaining shares in Yu Neh Huat Berhad (“YNHB”) not owned by them (“the Proposed Exemption”), subject to certain conditions.

Thereafter, on 26 December 2002, it was announced that the SC had vide its letter dated 24 December 2002 approved the Proposed Exemption. 

The Foreign Investment Committee (“FIC”) informed the Company that it has no objection to the proposed revisions to the proposed restructuring scheme, as announced on 8 January 2003.  The FIC had earlier approved the original proposed restructuring scheme of Tecasia as announced on 3 July, 2002.

The Company is presently preparing the necessary documentation for the implementation of the proposed restructuring scheme and for re-submission of the relevant workout proposals affected by the request for revaluation, to the SC.

b)
The auditors are unable to determine the carrying amount of the investment in unquoted shares amounting to RM 7.419 million as at 31 December 2001.  This investment was classified as investment in an associated company in previous year and no provision has been made in the financial statements.


As at to date, this qualification remains unchanged.

c)
The Company is liable to pay Danaharta an amount of RM13 million should a former Director fails to settle the agreed sum pursuant to a settlement agreement.  The auditors are unable to ascertain whether the former Director has made the scheduled payments.  No provision has been made in the financial statements in respect of this contingent liability.


As at to date, this qualification remains unchanged.

d)
A foreign tax authority has raised demands on unpaid assessments and penalties on a foreign subsidiary, Westmont Power (Kenya) Ltd. (“WPKL”) for the year 1998 amounting to KShs 175 million (equivalent to RM 8.4 million). The subsidiary had objected to the assessments, which had arisen from differing interpretation of the governing tax legislation.  The ultimate outcome of the matter cannot presently be determined, and no provision for any liability that may eventually result has been made in the financial statements.


The subsidiary is also liable for penalties and interest for delays in payment of corporation tax for the year 2000.  In addition the subsidiary did not pay instalment taxes for the current year, 2001, as required by tax legislation. The accrued penalties and interest arising out of these non-payments is estimated at KShs 139,622,429 (equivalent to RM6.7 million) as at 31 December 2001. According to the Directors, these amounts have not been accrued in the financial statements since the subsidiary’s tax agents have submitted an application for investment deduction allowances on the barges to the Local Committee of the Kenya Revenue Authority (“KRA”) which if successful will significantly reduce the amount of tax payable, if any.

The Local Committee of Nairobi has ruled in favour of WPKL’s appeal that electricity generation is a manufacturing process. Therefore WPKL is entitled to claim the Investment Deduction Allowance on its investment in electricity generation equipment, which would render the tax raised by KRA for 1998 not due. However, KRA is appealing against the ruling.

As for the corporate tax for the year 2001, WPKL is settling the same by instalments. To date, six (6) instalments have been effected.

e)
The consolidated financial statements included the unaudited financial statements of the following subsidiaries, namely Ganda Energy and Holdings, Inc. (GEHI), Ganda Plantations Sdn. Bhd. (GPSB), and Ganda Oil Industries Sdn. Bhd. (GOI).  The financial effect of the aggregation of these subsidiaries to the Group financial statements has been disclosed.

The auditors of these subsidiaries have not finalised their audits of the financial statements at the date of this report.  Therefore, auditors are unable to ascertain the completeness and accuracy of the financial statements of these subsidiaries that have been included in the consolidated financial statements of the Group.

GEHI’s audited accounts was signed on 25 April 2002. GPSB and GOI’s audited accounts were signed on 3 June 2002.  The following are the adjustments made in current year due to difference between audited accounts and figure taken up in the consolidated financial statements:

(i) Increase of impairment loss for property recognised in GEHI’s audited accounts of RM 5.155 million

(ii) Increase of directors fee in GPSB’s audited accounts of RM6,000.00

f)
As stated in the Directors’ Statement pursuant to Section 169 (15) of the Companies Act, 1965, the Special Administrators who were appointed to the Company and those affected subsidiaries on 2 February 2001 and 30 April 2001 respectively, have expressed that they have no personal knowledge of events and transactions prior to their appointment.  Hence, they cannot accept responsibility for the completeness or accuracy of the accounting records in relation to those matters which they do not have personal knowledge in respect of the period prior to their appointment.

As at to date, this qualification remains unchanged.

A3.
Seasonal or Cyclical Factors

The Group’s operations were not significantly affected by any seasonal or cyclical factors.

A4.
Unusual items

For the period as at 31 December 2002, there were no unusual items affecting assets, liabilities, equity, net income and cash flow except for the following:

a) Realised management fee payable to a third party pursuant to the management agreement of RM 0.95 million. 

b) Non-recognition of income due to uncertainty in its collectibility of RM 3.37 million.

c) Overprovision of depreciation charges amounting to approximately RM 1.86 million. 

A5.
Changes in estimates 

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or prior financial years, which would have a material effect on the figures reported in the current interim period. 

A6.
Debt and equity securities

There have been no issuance, cancellation, repurchases, resale or repayment of debt and equity securities for the current quarter.

A7.
Dividend

No dividend was recommended for the quarter ended 31 December 2002.

A8.
Segmental Reporting

The Group’s segmental report for the financial year to date is as follows:
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A9.
Valuations of property, plant and equipment

The property, plant and equipment have been brought forward without amendment from the previous annual financial statements and without any amendment to its valuation.

A10.
Subsequent events

On 5 February 2003, it was announced that the moratorium period for Tecasia and Prima Moulds Manufacturing Sdn. Bhd.has been extended for a further period of twelve months from 2 February 2003 to 1 February 2004 pursuant to Section 41(3) of the Pengurusan Danaharta Nasional Berhad Act, 1998.

A11.
Changes in Composition of the Group

There are no changes in the composition of the Group other than those previously disclosed. 

A12.
Contingent Liabilities

There are no additional contingent liabilities other than those arising from material litigations previously disclosed in the preceding quarter and those disclosed under Note B11(a) and (b) below.

B.      KLSE Listing Requirements (Part A of Appendix 9B)

B1.
Review of Group’s Performance

For the current financial period to date, the Group registered an operating profit before taxation                                                                                                                                                                                                                                                                                        of RM 6.6 million. The drop in profit before tax is mainly due to the non-recognition of certain income due to the uncertainty in its collectibility and overprovision of depreciation charges. 

B2.
Comment on Comparative Figures

The Group’s performance for the quarter declined vis-a-vis the preceding quarter. The drop in profit before taxation is mainly due to the non-recognition of certain income due to the uncertainty in its collectibility. The Plantation division continued to enjoyed higher profit as a result of higher average CPO price for the current quarter of RM1,530/mt compared to RM1,424/mt in the preceding quarter.

B3.
Current Year Prospects

As announced on 6 November 2002, certain revisions had been made to the original proposed restructuring scheme of Tecasia, to take into account the SC’s approved valuation for the landbanks belonging to KSB. 

On 4 December 2002, the Company announced that the SC had approved all the proposed transfers/ set-offs of charged assets of the Tecasia Group to relevant secured creditors pursuant to its proposed restructuring scheme, save for certain charged assets to be set-off and transferred to a secured creditor, namely Malpac Capital Sdn. Bhd.  In relation to these assets, the SC requested for fresh independent value appraisals to be conducted and for the proposed set-offs and transfers to be re-submitted, incorporating the revised values, for its review and decision.  Pursuant to this request, Messrs. Colliers Jordan Lee & Jaafar were appointed to conduct the fresh value appraisals and the results of this appraisal, together with the relevant revised workout proposals, shall be re-submitted to the SC in due course.

On 20 December 2002, it was announced that the SC had vide its letter dated 17 December 2002 approved the proposed restructuring scheme of Tecasia, as proposed, save for the proposed exemption for the vendors of KSB and YSSB and parties acting in concert with them from having to undertake a mandatory take-over offer to acquire the remaining shares in YNHB not owned by them (“the Proposed Exemption”), subject to certain conditions.

Thereafter, on 26 December 2002, it was announced that the SC had vide its letter dated 24 December 2002 approved the Proposed Exemption. 

The FIC informed the Company that it has no objection to the proposed revisions to the proposed restructuring scheme, as announced on 8 January 2003.  The FIC had earlier approved the original proposed restructuring scheme of Tecasia as announced on 3 July, 2002.

The Company is presently preparing the necessary documentation for the implementation of the proposed restructuring scheme and for re-submission of the relevant workout proposals affected by the request for revaluation, to the SC.

B4.
Profit Forecast / Profit Guarantee

No profit forecast relating to the above quarter has been issued by the Company nor is there any profit guarantee.

B5.
Taxation

The taxation charge for the financial period to date includes the reversal of deferred tax of RM 11.74 million on the revaluation surplus of the power barge of the subsidiary, which was written down during the prior year.

B6.
Sale of Unquoted Investments and/or Properties

There were no profits or losses on any sale of unquoted investments and/or properties for the current quarter and financial period to date.

B7. 
Quoted Securities


(a)
Purchases or sales of quoted securities for the current quarter and financial period to date are as follows: -
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(b) Investments in quoted securities as at end of the reporting period are as follows:
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The carrying value of the investment in quoted securities is based on their market value as at 30 June 2001 as recognized in the workout proposal.

B8.
Corporate Proposals

As announced on 6 November 2002, certain revisions had been made to the original proposed restructuring scheme of Tecasia, to take into account the SC’s approved valuation for the landbanks belonging to KSB.

On 4 December 2002, the Company announced that the SC had approved all the proposed transfers/ set-offs of charged assets of the Tecasia Group to relevant secured creditors pursuant to its proposed restructuring scheme, save for certain charged assets to be set-off and transferred to a secured creditor, namely Malpac Capital Sdn. Bhd.  In relation to these assets, the SC requested for fresh independent value appraisals to be conducted and for the proposed set-offs and transfers to be re-submitted, incorporating the revised values, for its review and decision.  Pursuant to this request, Messrs. Colliers Jordan Lee & Jaafar were appointed to conduct the fresh value appraisals and the results of this appraisal, together with the relevant revised workout proposals, shall be re-submitted to the SC in due course.

On 20 December 2002, it was announced that the SC had vide its letter dated 17 December 2002 approved the proposed restructuring scheme of Tecasia, as proposed, save for the proposed exemption for the vendors of KSB and YSSB and parties acting in concert with them from having to undertake a mandatory take-over offer to acquire the remaining shares in YNHB not owned by them (“the Proposed Exemption”), subject to certain conditions.

Thereafter, on 26 December 2002, it was announced that the SC had vide its letter dated 24 December 2002 approved the Proposed Exemption. 

The FIC informed the Company that it has no objection to the proposed revisions to the proposed restructuring scheme, as announced on 8 January 2003.  The FIC had earlier approved the original proposed restructuring scheme of Tecasia as announced on 3 July, 2002.

The Company is presently preparing the necessary documentation for the implementation of the proposed restructuring scheme and for re-submission of the relevant workout proposals affected by the request for revaluation, to the SC.

B9.
Borrowings

Group borrowings as at the end of the reporting period are as follows:
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Included in the group borrowings is a foreign currency loans amounting to USD 20.9 million. All other borrowings are denominated in Ringgit Malaysia.

B10.
Off Balance Sheet Financial Instruments


No off balance sheet financial instruments were utilised for the current financial period to date.

B11.
Material Litigations

There are no changes to the status of the material litigations disclosed in the preceding quarter save for the following:

(a)
A winding-up petition was served on a subsidiary on 23 January 2002 in respect of its refusal to acknowledge or settle alleged outstanding management fees of USD574,355.  The petitioning creditor thereafter filed an inter-partes application for the appointment of interim liquidators which has been heard and the High Court of Kenya had on 16 September, 2002 delivered a ruling in favour of the petitioning creditor. The appointed solicitors for WPKL have filed an application to obtain a stay of execution proceedings.  This application, which was initially fixed for hearing on 2 October, 2002, was eventually adjourned to 14 February, 2003.  An amicable settlement had been reached recently between the parties.  The subsidiary is presently awaiting a consent order to be recorded with and extracted from the High Court of Kenya in Mombasa to confirm withdrawal of the winding-up proceedings by the petitioning creditor 

(b) In the case of a claim filed by a third party against a subsidiary (“the subsidiary”) for an alleged sum of Kshs.100,756,500 in the High Court of Nairobi, Kenya,  the appointed solicitors for the subsidiary have concluded submissions to the Court on 12 November, 2002.  The subsidiary’s solicitors have advised that the ruling in respect of the third party’s application for entering summary judgement and to strike out the subsidiary’s defence has been reserved for delivery in due course.

(c) A third party has filed a suit against a subsidiary (“the subsidiary”) and another company in which the subsidiary has a direct interest of 31.58% (“the affected company”).  The suit restrained the subsidiary from making a claim under the Technical Assistance Agreement (“TAA”) and the affected company from making any payments under the TAA to the subsidiary.  The TAA was executed between the subsidiary and the affected company on 20 March, 1999.  Solicitors have been appointed by the subsidiary to take the necessary steps to resist the injunction application.  

B12.
Dividend

No dividend was recommended for the period ended 31 December 2002.

B13.
Earnings per share

The basic and diluted earnings per ordinary share for the financial period ended 31 December 2002 has been calculated based on the Group’s net profit after taxation and minority interest, that is RM 10.2 million over the number of shares in issue during the period of 207,597,589 ordinary shares of RM1.00 per share. 
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