NOTES

1. Accounting Policies
The accounting policies adopted in the quarterly financial statement are in accordance with the accounting policies as stated in the annual financial statements of the Group for the year ended 31 December 2000.

2. Exceptional Items
There was no exceptional item for the quarter under review.

3. Extraordinary Items
There was no extraordinary item for the quarter under review.

4. Taxation

Quarter ended 31 March 2001.



RM’000







Current year’s provision

1,362


Transfer from deferred taxation

(817)




(545)


5. Pre-acquisition Profits or Losses
There were no pre-acquisition profits or losses for the quarter under review.

6. Profit on Sale of Investments and/or Properties
There was no profit or loss on sales of investment or properties for the quarter under review.

7. Purchase or Disposal of Quoted Securities
As at 31 March 2001, the Group did not hold any quoted securities, nor were there any purchase or disposal of quoted securities during the quarter.

8. Changes in the Composition of the Company
There were no business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations for the quarter under review.

9. Status of Corporate Proposals
There were no corporate proposals announced but not completed as at the date of this announcement except for the announcement made by Arab-Malaysian Merchant Bank Berhad on behalf of the Group on 3 July 2000:

· Proposed rights issue of 110,366,667 new ordinary shares of RM1.00 each at an indicative issue price of RM1.00 per ordinary share on the basis of two (2) new ordinary shares with one (1) warrant for every two (2) existing ordinary shares held;

· Proposed conversion of debt owing to lenders and two major creditors of the Group into equity and debt instruments; and

· Proposed increase in the authorized share capital from RM200,000,000 to RM1,000,000,000 by the creation of 800,000,000 ordinary shares of RM1.00 each.

The above proposal has been submitted to authorities on 15 September 2000 and still pending approval of the relevant authorities.

The directors are confident that the development activities on the Pulau Indah Land will continue to be undertaken with the successful implementation of the restructuring of loan with Danaharta and the required funding to finance the development and other activities of companies in the Group is obtained.

10. Seasonality  of Cyclicality of Operations
The business operations of the Group are not materially affected by any seasonal or cyclical factors.

11. Issuances and Repayment of Debt and Equity Securities
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the quarter under review.

12. Group Borrowings and Debts Securities
The Group Short Term & Long Term Borrowings


RM'000

(a) Short term borrowings – secured


Short term loan
210,301

Current portion of long term loan
30,000


240,301




(b) Long term borrowings – secured


Term loan
261,756

Repayable within twelve months, included in short term borrowings
(30,000)


231,756

(c) There were no borrowings or debt securities denominated in foreign currencies.

13. Contingent Liabilities
There were no contingent liabilities as at the date of this announcement.

14. Off Balance Sheet Financial Instruments
The Group does not have any financial instruments with off balance sheet risk as at the date of this announcement.

15. Material Litigation 
IN THE SESSIONS COURT AT KUCHING

SUMMONS NO.: 52-853-99(II)

KENARI AIR (M) SDN BHD ("KENARI") V WIJAYA BARU GLOBAL BERHAD ("WIJAYA")

Summary Judgment for RM53,859.40 has been entered against Wijaya and the Judge has further ordered that the balance sum of RM30,912.00, other charges and legal costs on solicitors-client be defended. Wijaya has filed and served on the plaintiff’s solicitors their Statement of Defence. The plaintiff has filed the Notice for Direction which was heard on 24 August 2000 and at said hearing the court adjourned the matter to be set down for trial on 18 January 2001 and was postponed to 14 February 2001. On 19 April 2001, the court allowed a further adjournment until 25 May 2001 to enable the parties to settle the matter out of court.


IN THE HIGH COURT AT KUCHING


SUIT NO.: 22-214-99-(I)
GOVERNMENT OF MALAYSIA V USAMA INDUSTRIES SDN BHD ("USAMA")

The Inland Revenue Board (“IRB”) has on 13 November 1999 filed and served a Writ of Summons on Usama for the recovery of outstanding tax payable for Year of Assessment 1998 amounting to RM12,686,532.71 together with interests from date of judgment until date of realisation. Usama’s Statement of Defence was filed on 21 December 1999. IRB has filed and served the Notice for Direction on 14 August 2000. The plaintiff’s application for summary judgment is fixed for hearing on 15 November 2000 and dismissed by the court. On 19 April 2001, IRB obtained a judgment against Usama for a sum of RM12,686.532.71 in respect of non-payment of tax for Year of Assessment 1998. The judgment sum together with related liabilities have been provided for in the accounts during the financial year ended 31 December 2000. The directors of the subsidiary intend to discuss with the IRB to request to be allowed to settle the judgment sum after receiving the proceeds from the proposed fund raising exercise.

Further, IRB has by way of a Notification of Civil Proceedings to Usama dated 27 May 2000 claimed for recovery of the outstanding tax payable for Year of Assessment 1999 amounting to RM6,024,537.57. Case is still pending todate as IRB has not proceeded with legal proceedings.

IN THE HIGH COURT AT KUCHING


SUIT NO.: 22-23-2000
USAMA INDUSTRIES SDN BHD ("USAMA") V JATI BAHAGIA SDN BHD (“JATI”)


Usama is claiming from Jati for unpaid premium totalling RM18,592,111.16 due and outstanding as at 6 February 1999 as licensee in relation to an extra 94,857.71 hoppus ton of timber produced, extracted and sold.

The affidavit verifying list of documents, Notice to inspect and Notice to produce had been filed with the High Court in Sabah and Sarawak at Kuching on 10 April 2001. The list of documents have been exchanged between both parties and awaiting for the court to fix the trial hearing date.

16. Segmental Reporting

Turnover
Profit/(loss) before taxation
Assets employed


RM'000
RM'000
RM'000






Timber
15,394
2,429
180,602

Investment holding
-
(5,907)
162,502

Property development
-
-
851,499

Associated company
-
(214)
-


15,394
(3,692)
1,194,603

17. Material change in the Profit Before Taxation
Group loss before taxation for first quarter ended 31 March 2001 was lower at RM3.692 million as compared to RM14.994 million for the preceding quarter ended 31 December 2000 mainly due to provision for doubtful debts amounted to RM11.512 million provided in that quarter.

18.
Review of the Performance of the Company and its Principal Subsidiaries
Group turnover for the quarter ended 31 March 2001 was RM15.394 million against RM13.314 million registered in the corresponding year in 2000, an increase of 16% due to increase in the production limit allowed by local State Government. The Group current year loss before taxation was also higher at RM3.692 million as compared to RM2.762 million due to higher interest on borrowings and negative contribution from associated company.

19.
Current Year Prospects 
Turnover from timber operation is expected to increase by RM4.9 million or 8.6% from the financial year ended 31 December 2000 due to the increase in the log extraction quota by the government from 20,000 cubic metres per month to 25,000 cubic metres per month in November 2000. The selling price of the timber logs is estimated to be constant at RM370.00 per hoppus ton and management cost of RM250.00 per hoppus ton for the whole year. 

Although the income from timber business is expected to be better compared to previous year, it is still insufficient to cover the Group’s operation expenditure. The Company is solely dependent on the proposed fund raising and debt restructuring exercise as mentioned in Note 9 to proceed with the development. The proposed development due to delay in getting the necessary approval from the authorities is only expected to commence in year 2002.

Based on the above factors, the Group is expected to post a loss before tax of RM17.7 million for the year 2001, an improvement of RM14.67 million over the year 2000 due to substantial provision of doubtful debts amounting to RM14.8 million in the year 2000.

20. Variance of actual profit from forecast profit
Not applicable.

21. Dividend
No dividend has been recommended for the quarter ended 31 March 2001.
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