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 applied in the interim financial statements as compared with the annual financial statements for the year ended 31 December 2002 including the adoption of MASB 29 – Employee Benefits. (Please refer Note B14 for details on the adoption of MASB 29 – Employee Benefits).

The financial statements have been prepared on a going concern basis pending the completion of 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 2002 are subject to the following qualifications:-

a)
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 substantially approved by Securities Commission and Foreign Investment Committee in December 2002.


As stated in Note 23 to the financial statements, the proposed restructuring scheme would involved:

i)
the proposed debt settlement to the secured creditors by the set-off/transfer of the core operating assets to secured creditors at the proposed transfer value of the charged assets with the balance of the debt outstanding if any, remaining as debts owing by the Company;

ii)
a capital reduction and consolidation of the issued and paid-up capital from RM209,597,589 to RM5,189,940;

iii)
proposed acquisition of the Company by Yu Neh Huat Berhad (“YNHB”) for a consideration of RM5,189,940 satisfied by the issuance of 5,189,940 new YNHB shares to be credited as fully paid-up at an issue price of RM1.00 per share to the shareholders of the Company on the basis of one (1) new YNHB shares for every one (1) consolidated shares in the Company;

iv)
proposed transfer of the listing status of the Company to YNHB for a consideration of RM15 million; and

v)
after the transfer of the listing status, YNHB will dispose the Company and its subsidiaries to a special purpose vehicle for a consideration of RM1.

As disclosed in Note 1(a) to the financial statements, the financial statements have been prepared on a going concern basis.  However, due to the uncertainties arising subsequent to event described in paragraph (a)(v) above, the auditors are unable to assess the appropriateness of using going concern basis of preparation of the financial statements.  If the going concern basis of preparation is not appropriate, adjustments may be required to the recoverability and classification of recorded asset amounts or to amounts and classification of liabilities, to reflect the fact that the Group and the Company 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 of the date of this report, the Company is presently preparing the necessary documentation for the implementation of the proposed restructuring scheme of the Company.  

As announced to the KLSE on 11 March, 2003, the Principal Agreement between Tecasia, Dr. Yu Kuan Chon, Semai Warnasari Sdn. Bhd. and YNHB was mutually extended on 6 March, 2003, for a further period of six (6) months, to 6 September, 2003.

As requested by the Securities Commission (“SC”), the revised valuation reports of certain assets to be set-off and transferred to a Secured Creditor, namely Malpac Capital Sdn. Bhd. had been submitted to the SC on 12 March, 2003.  The Modified Workout Proposals of Ganda Plantations (Perak) Sdn. Bhd. (Special Administrators Appointed), Cempaka Sepakat Sdn. Bhd. (Special Administrators Appointed) and Mount Austin Properties Sdn. Bhd. (Special Administrators Appointed) to incorporate the revision in the transfer values of the proposed set-off and transfer of the charged assets to the Secured Creditor, were re-submitted to the SC on 6 May, 2003 for its review.  The decision of the SC is still pending.

On 1 April, 2003, Tecasia had announced to the KLSE that the Proposed Set-Off and Transfer of Lahad Datu Land by Litang Plantations Sdn. Bhd. (Special Administrators Appointed) had been completed on 28 March, 2003, as confirmed by the transaction lawyers.

On 26 May, 2003, Tecasia had also announced that the Settlement Agreements for the proposed set-off and transfer of the Agora Hotel and MAPSB’s land held under PTD 65639 HS(D) 215966, Mukim of Tebrau, Johor Bahru had been executed in accordance with the approved Workout Proposals of TAHB and MAPSB respectively.

On 20 May, 2003 and 26 May, 2003, Tecasia announced that AmMerchant Bank Berhad, on behalf of Tecasia, had applied to the SC for an extension of time to 31 December, 2003 to complete the implementation of the proposed set-off and transfer of the charged or substitute assets of Tecasia Group to the Secured Creditors and the proposed restructuring scheme.  The outcome of the application is still pending.

The financial statements have been prepared on a going concern basis and adjustments to the financial statements relating to the recoverability and classification of recorded asset amounts and classification may be required once all approvals have been obtained from the relevant authorities and the workout proposals have been fully implemented.

b) The auditors are unable to assess the reasonableness of the carrying amount of the investment in unquoted shares amounting to RM7.419 million as at 31 December 2002.

As at to-date, this qualification remains unchanged.

c) As stated in Note 21(a) to the financial statements, the Company is liable to pay Danaharta an amount of RM13 million should a former Director fail to settle the agreed sum pursuant to a settlement agreement.  We 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) As disclosed in Note 5 to the financial statements

i)
on 11 February 2003, the Kenya Revenue Authority issued demands amounting to KShs 830.0 million (equivalent to RM40.7 million) relating to unpaid income taxes for the years 1999, 2000 and 2001 to a foreign subsidiary.  The foreign subsidiary is planning to clarify its tax position with the Kenya Revenue Authority to reconcile the differences between the income taxes subject to the demand notices and the computations taken up in the financial statements.  On the basis of, amongst others, the favourable ruling of the Local Committee of the Kenya Revenue Authority which allowed the foreign subsidiary to claim for investment deduction allowances on the barges, the Directors of that subsidiary are of the opinion that the demands issued are unlikely to crystallize.  A liability of KShs 31.6 million (equivalent to RM1.5 million) in respect of the year 2001 is included in the financial statements and NIL for the previous years.  Consequently the tax liability may be understated by the difference between the demands and the amounts reflected in the financial statements, if the demands crystallise.


The foreign subsidiary is liable for penalties and interest estimated at KShs 37 million (equivalent to RM1.8 million) as at 31 December 2002 for failure to pay instalment taxes for the year 2002.  This amount has not been accrued for in the financial statements;

ii)
claims totalling KShs 107.3 million (equivalent to RM5.3 million) demanded by various parties has not been accrued for in the financial statements.  The ultimate outcome of the claims cannot presently be determined and consequently the Directors of the foreign subsidiary are unable to conclude the ultimate liability that may be payable; and

iii) the Power Purchase Agreement (“PPA”) between the foreign subsidiary and Kenya Power and Lighting Company Limited (“KPLC”) expires in September 2004.  The negotiations between the foreign subsidiary and KPLC have now come to a close and it is not expected that the PPA will extend beyond its expiry date.  The continued operation of the foreign subsidiary beyond September 2004 is therefore dependent upon the agreement being renewed.

As at to-date, these qualifications remain unchanged.

e) The consolidated financial statements included unaudited financial statements of subsidiaries, identified in Note 5 to the financial statements, as the Directors of these subsidiaries have not approved the financial statements yet.

Therefore, the 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.

The audited financial statements of three subsidiaries, namely Agora Hotel (Penang) Sdn. Bhd., Ganda Plantations Sdn. Bhd. and Ganda Oil Industries Sdn. Bhd. had not been finanlised by its auditors and provided to the Company in time for the said financial statements to be adopted.

The audited financial statements of Ganda Oil Industries Sdn. Bhd. and Agora Hotel (Penang) Sdn. Bhd., was signed on 25 April 2003 and 20 May 2003 respectively. The audited financial statements for Ganda Plantations Sdn. Bhd. had not been finanlised yet as at to-date.

There is no material adjustment between the audited financial statements of Ganda Oil Industries Sdn. Bhd. and Agora Hotel (Penang) Sdn. Bhd. and the figure taken up in the consolidated financial statements as at 31 December 2002.

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 indicated that they have no personal knowledge of past events and transactions prior to their appointment and therefore, cannot accept responsibility for the completeness or accuracy of the accounting records in relation to those matters of 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 March 2003, there were no unusual items affecting assets, liabilities, equity, net income and cash flow except for the reduction in fixed assets and bank borrowings of RM 35.04 million as a result of the completion of the set-off and transfer of Lahad Datu land held by Litang Plantations Sdn. Bhd. on 28 March 2003.
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 March 2003.

A8.
Segmental Reporting

The Group’s segmental report for the financial period 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

As announced to the KLSE on 11 March, 2003, the Principal Agreement between Tecasia, Dr. Yu Kuan Chon, Semai Warnasari Sdn. Bhd. and YNHB was mutually extended on 6 March, 2003, for a further period of six (6) months, to 6 September, 2003.

As requested by the SC, the revised valuation reports of certain assets to be set-off and transferred to a Secured Creditor, namely Malpac Capital Sdn. Bhd. had been submitted to the SC on 12 March, 2003.  The Modified Workout Proposals of Ganda Plantations (Perak) Sdn. Bhd. (Special Administrators Appointed), Cempaka Sepakat Sdn. Bhd. (Special Administrators Appointed) and Mount Austin Properties Sdn. Bhd. (Special Administrators Appointed) to incorporate the revision in the transfer values of the proposed set-off and transfer of the charged assets to the Secured Creditor, were re-submitted to the SC on 6 May, 2003 for its review.  The decision of the SC is still pending.

On 1 April, 2003, Tecasia had announced to the KLSE that the Proposed Set-Off and Transfer of Lahad Datu Land by Litang Plantations Sdn. Bhd. (Special Administrators Appointed) had been completed on 28 March, 2003, as confirmed by the transaction lawyers.

On 28 April 2003, it was announced that the moratorium period for Mount Austin Properties Sdn. Bhd., Techno Asia Venture Capital Sdn. Bhd., Cempaka Sepakat Sdn. Bhd., Ganda Plantation s (Perak) Sdn. Bhd., Ganda Edible Oils Sdn. Bhd., Litang Plantations Sdn. Bhd. and Wisma Dindings Sdn. Bhd. has been extended for a further period of twelve months from 30 April 2003 to 29 April 2004 pursuant to Section 41(3) of the Pengurusan Danaharta Nasional Berhad Act, 1998.

On 26 May, 2003, Tecasia had also announced that the Settlement Agreements for the proposed set-off and transfer of the Agora Hotel and MAPSB’s land held under PTD 65639 HS(D) 215966, Mukim of Tebrau, Johor Bahru had been executed in accordance with the approved Workout Proposals of TAHB and MAPSB respectively.

On 20 May, 2003 and 26 May, 2003, Tecasia announced that AmMerchant Bank Berhad, on behalf of Tecasia, had applied to the SC for an extension of time to 31 December, 2003 to complete the implementation of the proposed set-off and transfer of the charged or substitute assets of Tecasia Group to the Secured Creditors and the proposed restructuring scheme.  The outcome of the application is still pending.

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 (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 6.2 million. The increase in profitability is mainly due to the better contribution from both the power and plantation division.

B2.
Comment on Comparative Figures

The Group’s performance for the quarter improved slightly over the preceding quarter. The improvement is mainly due to higher contribution from the power division and higher average Crude Palm Oil (“CPO”) price for the current quarter of RM1,593/mt compared to RM1,530/mt in the preceding quarter.

B3.
Current Year Prospects

As of the date of this report, the Company is presently preparing the necessary documentation for the implementation of the proposed restructuring scheme of the Company.  

As announced to the KLSE on 11 March, 2003, the Principal Agreement between Tecasia, Dr. Yu Kuan Chon, Semai Warnasari Sdn. Bhd. and YNHB was mutually extended on 6 March, 2003, for a further period of six (6) months, to 6 September, 2003.

As requested by the SC, the revised valuation reports of certain assets to be set-off and transferred to a Secured Creditor, namely Malpac Capital Sdn. Bhd. had been submitted to the SC on 12 March, 2003.  The Modified Workout Proposals of Ganda Plantations (Perak) Sdn. Bhd. (Special Administrators Appointed), Cempaka Sepakat Sdn. Bhd. (Special Administrators Appointed) and Mount Austin Properties Sdn. Bhd. (Special Administrators Appointed) to incorporate the revision in the transfer values of the proposed set-off and transfer of the charged assets to the Secured Creditor, were re-submitted to the SC on 6 May, 2003 for its review.  The decision of the SC is still pending.

On 1 April, 2003, Tecasia had announced to the KLSE that the Proposed Set-Off and Transfer of Lahad Datu Land by Litang Plantations Sdn. Bhd. (Special Administrators Appointed) had been completed on 28 March, 2003, as confirmed by the transaction lawyers.

On 26 May, 2003, Tecasia had also announced that the Settlement Agreements for the proposed set-off and transfer of the Agora Hotel and MAPSB’s land held under PTD 65639 HS(D) 215966, Mukim of Tebrau, Johor Bahru had been executed in accordance with the approved Workout Proposals of TAHB and MAPSB respectively.

On 20 May, 2003 and 26 May, 2003, Tecasia announced that AmMerchant Bank Berhad, on behalf of Tecasia, had applied to the SC for an extension of time to 31 December, 2003 to complete the implementation of the proposed set-off and transfer of the charged or substitute assets of Tecasia Group to the Secured Creditors and the proposed restructuring scheme.  The outcome of the application is still pending.

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 does not include any deferred tax. The effective rate of taxation for the Group is higher than the statutory rate as losses of certain companies cannot be offset against the profits made by other subsidiary companies.

B6.
Sale of Unquoted Investments and/or Properties

A profit of RM 0.56 million was recorded as a result of the completion of the set-off and transfer of Lahad Datu land held by Litang Plantations Sdn. Bhd. on 28 March 2003.
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 of the date of this report, the Company is presently preparing the necessary documentation for the implementation of the proposed restructuring scheme of the Company.  

As announced to the KLSE on 11 March, 2003, the Principal Agreement between Tecasia, Dr. Yu Kuan Chon, Semai Warnasari Sdn. Bhd. and YNHB was mutually extended on 6 March, 2003, for a further period of six (6) months, to 6 September, 2003.

As requested by the SC, the revised valuation reports of certain assets to be set-off and transferred to a Secured Creditor, namely Malpac Capital Sdn. Bhd. had been submitted to the SC on 12 March, 2003.  The Modified Workout Proposals of Ganda Plantations (Perak) Sdn. Bhd. (Special Administrators Appointed), Cempaka Sepakat Sdn. Bhd. (Special Administrators Appointed) and Mount Austin Properties Sdn. Bhd. (Special Administrators Appointed) to incorporate the revision in the transfer values of the proposed set-off and transfer of the charged assets to the Secured Creditor, were re-submitted to the SC on 6 May, 2003 for its review.  The decision of the SC is still pending.

On 1 April, 2003, Tecasia had announced to the KLSE that the Proposed Set-Off and Transfer of Lahad Datu Land by Litang Plantations Sdn. Bhd. (Special Administrators Appointed) had been completed on 28 March, 2003, as confirmed by the transaction lawyers.

On 26 May, 2003, Tecasia had also announced that the Settlement Agreements for the proposed set-off and transfer of the Agora Hotel and MAPSB’s land held under PTD 65639 HS(D) 215966, Mukim of Tebrau, Johor Bahru had been executed in accordance with the approved Workout Proposals of TAHB and MAPSB respectively.

On 20 May, 2003 and 26 May, 2003, Tecasia announced that AmMerchant Bank Berhad, on behalf of Tecasia, had applied to the SC for an extension of time to 31 December, 2003 to complete the implementation of the proposed set-off and transfer of the charged or substitute assets of Tecasia Group to the Secured Creditors and the proposed restructuring scheme.  The outcome of the application is still pending.

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.

The bank borrowings have been reduced by RM 35.04 million as a result of the completion of the set-off and transfer of Lahad Datu land held by Litang Plantations Sdn. Bhd. on 28 March 2003.

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 between the parties following which a consent order was recorded in the High Court of Kenya at Mombasa District Registry to the effect that the winding-up petition has been withdrawn with no order as to costs.

(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 a ruling has been delivered by the Court awarding the third party a sum of Kshs.76,000,000 together with interest thereon at 12% per annum. The subsidiary has instructed its solicitors to take the necessary steps to resist any execution proceedings and has been informed that its solicitors have proceeded to file a Notice of Appeal against the ruling. 

B12.
Dividend

No dividend was recommended for the period ended 31 March 2003.

B13.
Earnings per share

The basic and diluted earnings per ordinary share for the financial period ended 31 March 2003 has been calculated based on the Group’s net profit after taxation and minority interest, that is RM 3.0 million over the number of shares in issue during the period of 207,597,589 ordinary shares of RM1.00 per share. 

B14.
MASB 29 – Employee Benefits

Included in the Balance Sheet is a provision for retrenchment cost of RM 3.8 million relating to the termination benefits for the employees of the Company and certain subsidiaries estimated based on the terms stipulated in their employment contracts and / or their statutory entitlements up to the cut-off date of 30 June 2003.
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