JOHAN HOLDINGS BERHAD

NOTES TO QUARTERLY REPORT – 31 JANUARY 2002

1. ACCOUNTING POLICIES

The accounts are prepared under the historical cost convention and comply with approved accounting standards issued by the Malaysian Accounting Standards Board, adopting the same accounting policies, method of computations and basis of consolidation as those used since the last financial year.

2. EXCEPTIONAL ITEMS

The exceptional items for the quarter under review represents the following items: - 




RM'000






a)
Territory release payment resulting from the termination of distributorship by Mercedes in United Kingdom.

19,416

b)
Gain on sale of leasehold properties and surrender of leases in United Kingdom

3,395

c)
Provision for doubtful debts

(21,331)

d)
Provision for diminution in value of long term investments

(11,185)









(9,705)

3. EXTRAORDINARY ITEM

There was no extraordinary item for the financial quarter under review.

4. TAXATION

The taxation expense does not contain any adjustment for under or over-provision in respect of prior year.

Tax charge for the Group is disproportionate to the results of the Group due to losses suffered by certain subsidiary companies, and the non-availability of Group tax relief. 

5. PRE-ACQUISITION PROFITS

No pre-acquisition profits were included for the financial period under review.

6. SALE OF INVESTMENT AND PROPERTIES

During the quarter under review, the Group registered net gain of approximately RM3.395 million on sale of leasehold properties and surrender of leases in United Kingdom.

On 31 January 2002, an associated company had entered into a sale and purchase agreement for the sale of its property and plant and machinery for a cash consideration of RM5.5 million. The Group's  share in the net gain arising from this disposal is approximately RM35,000.

There was no sale of investment for the financial quarter under review. 

7. PURCHASE / DISPOSAL OF QUOTED SECURITIES

(a)
There was no purchase or sale of quoted securities for the current financial period under review.







RM’000

(b)
Investment in quoted shares/warrants as at 31 January 2002: -







At cost
36,635






At book value
25,450






At market value
7,107

8. CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the financial period under review.

9. CORPORATE PROPOSALS

On 11 December 2001, the Securities Commission approved an extension of time to 13 May 2002 to complete the following proposals: -

a) Proposed issuance of up to 92,073,299 Replacement Warrants to replace up to 92,073,299 existing Warrants of the Company; and

b) Proposed establishment of a new Employee Share Option Scheme.

The Company intends to implement the Proposed Replacement Warrants and Proposed new Employee Share Option Scheme concurrently with its debt restructuring exercise

10. SEASONAL OR CYCLICAL FACTORS

Overall, the business operations of the Group are not affected by any seasonal or cyclical factors.

11. ISSUE OF EQUITY SHARES

During the financial period under review, there was no issue of equity shares.

12. GROUP BORROWINGS



RM’000

Short term borrowings


Secured



Bank loans and overdrafts
90,001


Revolving credits
91,498



181,499

Unsecured



Bank loans and overdrafts
52,149


Revolving credits
72,320



124,469




Current portion of term loans
117,229







423,197





Long term borrowings (term loans)



Secured
75,551


Unsecured
1,741







77,292









The bank borrowings denominated in foreign currencies are as follows: -



Denominated in Singapore Dollar (S$’000)
12,231


Denominated in U.S. Dollar (US$’000)
32,086


Denominated in British Sterling Pound (£’000)
1,852


Denominated in Australia Dollar (A$’000)
339

13. CONTINGENT LIABILITIES

There were no contingent liabilities for the financial period under review.

14. OFF BALANCE SHEET RISK FINANCIAL INSTRUMENTS

The Group does not have any financial instrument with off balance sheet risk as at 29 March 2002. 

15. MATERIAL LITIGATIONS

The Group is involved in the following material litigation: -

i) A subsidiary, Johan Properties Sdn Bhd is claiming against a third party for specific performance of an agreement in relation to a property or, in lieu thereof for damages and the return of the deposit paid of RM1.7 million. The third party has filed a defence and counterclaims for general damages. The full trial has been postponed to 21 and 22 May 2002.

ii) Lumut Marine Resort Bhd (“LMRB”), a subsidiary of the Company is engaged in a legal dispute with a third party in relation to a proposed management by the third party of certain facilities offered by LMRB. LMRB denied that there was such a contract and further denies the claim for damages. The judgement had been delivered on 23 January 2002.

On the issue of liability, the High Court decided in favour of the plaintiff and the amount of damages payable shall be fixed at a later date. LMR is appealing the High Court's decision on liability.

iii) Diners Club (Malaysia) Sdn Bhd, a subsidiary of the Company, is engaged in a legal disagreement with a merchant over the loss of RM150,000 in a transaction involving a purported forged charge card. The management view is that the claim is unlikely to success. The case has been fixed for continuous hearing on 24, 26 and 27 April 2002.

16. SEGMENTAL REPORTING

Analysis by Activities

Turnover

Profit/(Loss) Before Taxation

Total Assets Employed



RM’000

RM’000

RM’000









Engineering and building materials

196,795

(33,166)

214,524

General trading

1,023,628

23,332

245,534

Hospitality

255,020

9,465

433,813

Property

1,383

(4,325)

34,097

Others

13,514

(34,261)

(30,837)











1,490,340

(38,955)

897,131

Central and regional management costs and net interest charges

-

(16,955)

31,198









Group’s share of turnover of associated company

(93,361)

-

-









Goodwill on consolidation

-

-

73,456











1,396,979

(55,910)

1001,785

Analysis by Geographical Region

Turnover

Profit/(Loss) Before Taxation

Total Assets Employed



RM’000

RM’000

RM’000









Malaysia

244,897

(47,804)

415,640

Europe

982,835

7,397

328,454

Singapore

252,951

7,593

161,746

Hong Kong

-

(22,360)

20,036

Australia

9,657

(736)

2,453











1,490,340

(55,910)

928,329

Less: Group share of turnover of associated company

(93,361)

-

-









Goodwill on consolidation

-

-

73,456











1,396,979

(55,910)

1,001,785

17. MATERIAL CHANGES IN QUARTERLY RESULTS

The Group loss before taxation for the quarter under review was RM45.261 million, compared with a loss of RM3.872 million for preceding quarter, higher by RM41.389 million. This was mainly due to the exceptional items relating to provision for doubtful debts and the provision for the diminution in value of long term investments as disclosed in Note 2. In addition, the Group also had a share of RM26.469 million exceptional items in an associated company, which was due to the effects of the value of certain assets and liabilities assigned in the debt restructuring agreements of the associated company and its subsidiary companies.

18. REVIEW OF RESULTS

For the quarter under review, the Group registered an operating profit before interest on borrowings, depreciation & amortisation and exceptional items of RM6.824 million against RM6.521 million profit for the corresponding quarter in the preceding year, RM303,000 higher.

Loss before taxation for the quarter under review was RM45.261 million, compared with the loss of RM7.863 million in the fourth quarter of the preceding year, up by RM37.398 million. This was mainly due to the exceptional items relating to provision for doubtful debts and the provision for the diminution in value of long term investments as disclosed in Note 2. In addition, the Group also had a share of RM26.469 million exceptional items in an associated company, which was due to the effects of the value of certain assets and liabilities assigned in the debt restructuring agreements of the associated company and its subsidiary companies

The Directors are of the opinion that except for the debt restructuring agreements entered into by the Company and two wholly owned subsidiary companies with their Lenders as disclosed in Note 19, there are no other item, transaction or event of a material or unusual nature which has arisen in the interval between 31 January 2002 and the date at which this report is issued. 

19. MATERIAL EVENTS SUBSEQUENT TO THE END OF FINANCIAL YEAR

On 22 March 2002, it was announced that the Company and its two subsidiary companies had entered into Debt restructuring Agreements with their respective Lenders: - 

a) On 20 March 2002, the Company has entered into a Debt Restructuring Agreement ("JHB's DRA") to restructure the outstanding sum arising from the credit facilities granted by the financial institutions ("JHB Lenders") as at 31 May 2001 amounting to RM205,184,639.62 ("JHB Outstanding Sum") as follows: -

i) RM64,000,000 of the JHB Outstanding Sum will be restructured into a syndicated term loan facility and is to be satisfied out of the proceeds of sale of assets of the Company and its subsidiary companies;

ii) RM50,000,000 of JHB Outstanding Sum is to be converted into 10-year Irredeemable Convertible Unsecured Loan Stocks ("ICULS") of RM0.50 each; and

iii) The balance of JHB Outstanding Sum of RM91,184,639.62 is to be partly capitalised and partly waived. The shares or entitlement thereto arising from the restructure are proposed to be transferred to an Investor for a cash consideration of RM15,027,228.61. The Investor to be identified by the Company is a reputable investment bank or such other investor(s) as acceptable to Majority Lenders as defined in JHB's DRA.

In addition, the major shareholder of JHB, Dato' Tan Kay Hock, shall, or shall arrange, the transfer of 15,000,000 unencumbered and fully paid-up ordinary shares in the Company to be distributed to the JHB Lenders on a pro-rata basis proportional to the debt owing by each JHB Lenders.

b) On 20 March 2002, a subsidiary company, Prestige Ceramics Sdn Bhd ("PCSB") has entered into a Debt Restructuring Agreement ("PCSB's DRA") to restructure the outstanding sum arising from the credit facilities granted by the financial institutions ("PCSB Lenders") as at 31 May 2001 amounting to RM102,160,846.47 ("PCSB Outstanding Sum") as follows: -

i) Terming out RM29,732,377.71 fully secured syndicated term loan facility over a period of five (5) years;

ii) Terming out RM18,377,359.45 partly secured term loan over a period of seven (7) years;

iii) RM15,000,000 of PCSB Outstanding Sum is to be converted into 7-year Multi Option Working Capital Facility; and

iv) The balance of PCSB Outstanding Sum of RM39,051,109.31 is to be novated to the Company and will be partly capitalised and partly waived. The shares or entitlement thereto arising from the restructure are proposed to be transferred to the Investor for a cash consideration of RM15,620,443.71.

c) On 20 March 2002, a subsidiary company, Johan Equities Sdn Bhd ("JESB") has entered into a Debt Restructuring Agreement ("JESB's DRA") to restructure the outstanding sum arising from the credit facilities granted by the financial institutions ("JESB Lenders") as at 31 May 2001 amounting to RM10,960,212.76 ("JESB Outstanding Sum") as follows: -

i) Except for the ordinary shares in George Kent (Malaysia) Berhad ("GKM"), an associated company of the Company, all other shares held as security ("Other Shares") by the JESB Lenders, shall be sold on the basis of the best price available commencing from the date of execution of the JESB's DRA; and

ii) The GKM shares held by JESB Lenders as security are to be sold to the Investor at market price as at 20 February 2002.

The proceeds of sale of the GKM shares and Other Shares shall be applied in satisfaction of the whole of the JESB Outstanding Sum owing to the respective JESB Lenders holding those shares as security. The balance of the JESB Outstanding Sum less the proceeds of sale of the GKM shares and Other Shares shall be written off by the JESB Lenders.

20. CURRENT YEAR PROSPECTS

The Group will continue to focus on its core businesses.

With the signing of the Debt Restructuring Agreements with the Lenders on 20 March 2002, the Group will work toward early successful conclusion and completion of the Debt Restructuring Schemes. With the successful implementation of the Schemes, the debt burden of the Group will be substantially reduced. The financial position will be put on a firm footing to take advantage of the future development of the Group's core businesses.

The Board looks forward with confidence and enthusiasm toward future profitability of the Group.

21. VARIANCE FROM FORECAST PROFIT AND PROFIT GUARANTEE

Not applicable.

22. DIVIDEND

The Directors do not propose any dividend for the financial period ended 31 January 2002.

BY ORDER OF THE BOARD

Teh Yong Fah

Group Secretary

Kuala Lumpur

29 March 2002

1
5

