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1. Basis of Accounting and Accounting Policies.






This interim financial report is unaudited and has been prepared in compliance with MASB 26 Interim Financial Report.  The accounting policies and methods of computation adopted by the Group in this report are consistent with those
 adopted in the financial statements for the year ended 31 July 2002.

This interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 July 2002.


2. Qualification of Audit Report
on Financial Statements Year Ended 31 July 2002.













(i) Wing Tiek Holdings Berhad (“WTHB”) had announced to the Kuala Lumpur Stock Exchange, its status as an “Affected Listed Issuer” pursuant to the Practice Note 4/2001 (“PN 4”) due to the deficit in its shareholders’ funds. The Company is required by the relevant regulatory authorities to implement a corporate and debt restructuring scheme by 31 December 2002. As at the date of this report, approval is currently being sought for by the Company in respect of the Group’s Proposed Corporate and Debt Restructuring Scheme under Section 176 of the Companies Act, 1965, from the relevant authorities, bankers and creditors.

(ii) The Group and Company incurred a loss after taxation of RM118.4 million and RM75.3 million respectively for the year ended 31 July 2002 and as at that date have net current liabilities of RM529.3 million and RM501.6 million respectively, and a deficit in shareholders’ funds of RM570.9 million and RM503.1 million respectively.

(iii) The Group’s banking facilities, except for a subsidiary, Wing Tiek Steel Pipe Sdn. Bhd.  (“WTSP”), have been suspended. As at 31 July 2002, the Group and Company’s suspended short term bank borrowings including accrued interest amounted to RM548.8 million and RM457.1 million respectively.

(iv) As stated in the Contingent Liabilities to the financial statements, CBS Corporation Limited (“CBSC”) has filed a claim for arbitration against the Company and three parties in respect of a dispute for the supply of turbines, generators and auxiliary equipment for USD83 million. On 10 November 1998, the International Court of Arbitration decided that the arbitration cannot proceed in its present form following objections raised by defending parties. There have been no further actions taken against the Company. The auditor is unable to ascertain whether any further liability may arise.

In view of the matters referred to in (i) to (iii) above, there is significant uncertainty that the Group and the Company will be able to continue as going concerns, and therefore as appropriate may not be able to realise their assets and discharge their liabilities in the normal course business. Accordingly, the financial statements of the Group and the Company, except for WTSP, have been prepared on a break up basis, to reduce the value of all assets to their estimated realisable amounts, to provide for any further liabilities which may have arise, and to reclassify other investments and property, plant and equipment as current assets.

Except for the effects of any adjustments as might have been determined to be necessary as to the claims referred to in paragraph (iv), the financial statements, which have been prepared on a break up basis, except for WTSP which has been prepared on a going concern basis, are properly drawn up in accordance with the provisions of the Companies Act 1965 and applicable approved accounting standards in Malaysia so as to give a true and fair view of the state of affairs of the Group and the Company as at 31 July 2002 and the results of the operations for the year ended on that date.

3. Valuation of Property, Plant & Equipment

The valuation of Property, Plant & Equipment have been brought forward without any amendments from the annual financial statements ended 31 July 2002.














4. 

Taxation

There was no taxation provided for the quarter ended 31 October 2002 as the Group incurred operating loss.

5.
Profit on Sale of Investments and / or Properties
















There was no sale of investments or properties for the quarter under review.


6. Purchase / Disposal of Quoted Securities
















There was no purchase or disposal of quoted securities for the quarter under review.


7. Effect of Changes in the composition of the Group


There were no changes in the composition of the Group during the quarter.


8. Status of the Corporate Restructuring Proposals


On 5 June 2002, the Company entered into a Memorandum of Understanding  (“MOU”) with the owners of JAKS Sdn Bhd  (“JAKS”) to outline the interest and intention of both parties for a proposed restructuring scheme under Section 176 of the Companies Act, 1965 to regularize the Group’s financial condition.  

On 30 August 2002, WTHB announced that the Company has entered into a Definitive Agreement with the owners of JAKS, namely Dato’ Hj Jamian bin Mohamad, Ang Ken Seng and Ang Lam Poah as outlined in the Corporate Debt Restructuring Scheme (“CDRS”), which would result in, inter-alia, the resolution of the debt obligations of the Group, the liquidation of certain non-viable companies within the Group, disposal of WTSP to JAKS Resources Berhad (Company No. 585648-T) (“JAKS Resources”) and the injection of new businesses and interests, namely JAKS Sdn Bhd and its subsidiaries and Pipe Technology System Sdn Bhd (Company No. 242073-A) into JAKS Resources, a newly incorporated company, proposed to assume the listing status of  WTHB.

On 30 November 2002, the Company has entered into a Supplemental Agreement to the Definitive Agreement signed with the owners of JAKS, for the proposed disposal and transfer of the entire issue and paid-up share capital of WTHB to a special purpose vehicle (SPV) for a consideration of RM1.00 by JAKS Resources upon the completion of the Proposed Share Exchange of WTHB shares to JAKS Resources, Proposed WTHB Land Acquisition by JAKS Resources, Proposed WTSP Acquisition by JAKS Resources, Proposed Transfer of WTHB Listing Status to JAKS Resources and the Proposed Acquisition of JAKS Sdn Bhd and its subsidiary companies and the Proposed Acquisition of Pipe Technology System Sdn Bhd.

Approvals are currently being sought for by the Company in respect of the CDRS from the relevant authorities, bankers and creditors.  

 The salient features of the CDRS are as follows: -

(i) Proposed Share Exchange of WTHB shares to JAKS Resources

Pursuant to Section 176 of the Act, the existing shareholders of WTHB will exchange all their respective existing WTHB shares with new JAKS Resources Shares on the basis of 1 new JAKS Resources Share for every 8 existing WTHB Shares held on a date to be determined.  Based on the issued and paid-up share capital of WTHB  as at 31 July 2002 and upon completion of the Proposed Share Exchange, existing shareholders of WTHB will exchange 68,081,170 existing WTHB shares for 8,510,212 new JAKS Resources Shares.  Following the Proposed Share Exchange, the existing shareholders of WTHB will become shareholders of JAKS Resources whilst WTHB will become a wholly-owned subsidiary of JAKS Resources.

(ii) Proposed WTHB Land Acquisition by JAKS Resources

WTHB and JAKS Resources shall enter into sale and purchase agreements for the acquisition by JAKS Resources from WTHB of 9 pieces of freehold land (“WTHB Land”) located in the District of Petaling and Klang for a total purchase consideration of RM75.0 million on a willing-buyer willing-seller basis after taking into consideration the open market value of the WTHB Land of RM75.0 million as independently valued by the professional valuers in June 2002 using the cost and comparison methods of valuation.

In consideration for the WTHB Land, JAKS Resources shall allot and issue the following: -

(i) 40.0 million new JAKS Resources Shares, each credited as fully paid-up, issued at par; and

(ii) RM35.0 million Redeemable Convertible Secured Loan Stocks – Class B (“RCSLS – B”) at 100% of its nominal amount.

The 40.0 million new JAKS Resources Shares and the RM35.0 RCSLS – B shall, as agreed and directed by WTHB, be distributed to the Scheme Creditors of the Company as part settlement and compromise repayment of outstanding debts pursuant to the CDRS.

(iii) Proposed Wing Tiek Steel Pipe Sdn Bhd (“WTSP”) Acquisition by JAKS Resources

JAKS Resources shall enter into a share sale agreement with the Company for the acquisition of 45,912,738 WTSP Shares representing approximately 98.05% equity interest in WTSP for a cash consideration of RM1. The purchase price of RM1 was determined after taking into consideration the RM37.86 million deficit in shareholders’ funds of WTSP.
(iv) Proposed WTHB and its affected subsidiaries Debt Settlement

Pursuant to Section 176 of the Act, WTHB and its subsidiaries Wing Tiek Metal Industries Sdn Bhd (“WTMI”), Wing Tiek Ductile Iron Pipe Sdn Bhd (“WTDIP”), Wing Bee Hardware Sdn Bhd (“WBH”) and Victory Skyline Sdn Bhd (“VS”) and WTSP shall enter into composite schemes of arrangement with their respective Scheme Creditors for the settlement and compromise repayment of the debts.

The Scheme Creditors comprise mainly Financial Institution Creditors of WTHB, a certain trade creditor and Financial Institution Creditors of WTHB’s subsidiaries namely, WTMI, WTDIP, WBH, VS and WTSP to whom WTHB had earlier provided corporate guarantees.  

The proposed terms of settlement and compromise repayment for the debts in WTMI, WTDIP, WBH and VS are essentially as follows:

(i) Partial settlement of the debts by cash in proportion to the amount owing to the respective Scheme Creditors in WTMI, WTDIP, WBH and VS. The proposed cash settlement will be financed by the proceeds (net of expenses) from the subsequent liquidation of WTMI, WTDIP, WBH and VS.  
(ii) there will not be any guarantee given by JAKS Resources to the said Scheme Creditors on the amount of cash to be received from the subsequent liquidation of the respective companies. Any excess cash arising from the completion of the aforesaid liquidation process shall be shared proportionately amongst the creditors; and

 (iii)  the estimated balance of the respective debts in WTMI, WTDIP, WBH and VS shall then be settled at WTHB’s level pursuant to the corporate guarantees issued by the Company to the respective Scheme Creditors.

At WTSP, the proposed terms of settlement and compromise repayment for the debts in WTSP are essentially as follows:

(i) partial settlement of the debts in WTSP by the issuance of RM60.0 million nominal value of Redeemable Convertible Secured Loan Stocks – Class A (“RCSLS-A”) at 100% of its nominal value based on a nominal value of RM1.00 of RCSLS-A for every RM1.00 of debts settled; and

(ii) thereafter, pursuant to the corporate guarantees given by WTHB to the respective Scheme Creditors of WTSP, the balance of the outstanding debts shall be eligible for the proposed settlement and compromise repayment at WTHB’s level.

Following the estimated partial settlement and compromise repayment at each subsidiary company’s level as described above, the aforesaid balance of the outstanding debts of the identified subsidiary companies, together with debts of WTHB will be settled with the following:

(i) the 40 million new JAKS Resources Shares to be issued at par pursuant to the Proposed WTHB Land Acquisition;

(ii) the RM35 million RCSLS-B to be received by WTHB pursuant to the Proposed WTHB Land Acquisition; and

(iii) an additional 35 million new JAKS Resources Shares to be issued by JAKS Resources at par.

It is proposed that the terms of settlement and compromise repayment for all the debts at WTHB’s level shall be as follows:

(i) Partial settlement of the debts by cash, in proportion to the amount owing to the respective Scheme Creditors.  The proposed cash settlement will be financed by the proceeds (net of expenses) from the subsequent liquidation of WTHB;

(ii) there will not be any guarantee given by JAKS Resources to the Scheme Creditors of WTHB on the amount of cash to be received from the subsequent liquidation of WTHB.  Any excess cash arising from the completion of the aforesaid liquidation process shall be shared proportionately amongst the creditors;

(iii) compromise settlement of the debts with a proportionate distribution of the new 75 million JAKS Resources Shares at par;

(iv) compromise settlement of the debts with a proportionate distribution of the RM35 million RCSLS-B; and

(v) the balance of the debts not recovered subsequent to the above shall be waived.

(v) Proposed Transfer of WTHB Listing Status to JAKS Resources

The Proposed Transfer of Listing Status will result in the entire enlarged issued and paid-up share capital of JAKS Resources, being listed on the Main Board of the Kuala Lumpur  Stock Exchange in place of the issued and paid-up share capital of the Company.

(vi) Proposed Disposal of WTHB and Subsequent Liquidation

After the implementation of the Proposed Share Exchange, the Proposed Acquisition and the Proposed Transfer of Listing status,  JAKS Resources shall dispose and transfer 68,081,700 WTHB Shares representing the entire existing issued and paid-up share capital in WTHB to a special purpose vehicle for a total nominal consideration of RM1.
Thereafter save for WTSP, the Company, together with its remaining subsidiaries shall be liquidated according to the provisions of the Companies Act following the implementation of  the CDRS.  The proceeds arising from the liquidation process will be utilized for settlement in proportion to the amount owing to their respective creditors.

9.
Issuance and Repayment of Debt and Equity Securities






There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the financial quarter under review.

10.
Group Borrowings



















Group borrowings as at 31 October 2002 including interest denominated in Ringgit Malaysia are as follows: -

	
	Secured
	
	Unsecured
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Short term borrowings
	  58,095
	
	539,266
	
	597,361

	
	
	
	
	
	

	Long term borrowings
	  46,289
	
	-
	
	  46,289

	
	
	
	
	
	

	Total
	 104,384
	
	539,266


	
	643,650


11. Contingent Liabilities 

As at  26 December 2002, there are no changes to the contingent liabilities of the Group since the last annual balance sheet date.








12.
Off Balance Sheet Financial Instruments



















As at 26 December 2002, the Group does not have any off balance sheet financial instruments.














13. Changes In Material Litigation


















Please refer to Appendix 1 attached.

14. Segmental Information for the financial period ended 31 October 2002


	
	Turnover

RM’000
	
	Profit/(Loss)

Before taxation

RM’000
	
	

	
	
	
	
	
	

	Manufacturing
	20,496
	
	(4,303)
	
	

	Trading, Property
	
	
	
	
	

	    and investment holding
	        19,137 
	
	(12,499)
	
	

	
	
	
	
	
	

	
	39,633
	
	(16,802)
	
	


15.
Material Changes in the Quarter Results








compared to the Results of the Preceding Quarter

Loss before tax for the quarter under review of RM16.8 million was lower than the preceding quarter of RM40.1 million despite a lower turnover achieved.  This was due to the lower allowance for doubtful debts of RM239,000 in the current quarter (preceding quarter : RM3,177,000) and no write down on the value of property, plant and equipment made in the current quarter (preceding quarter: RM16.3 million).
16. Review of Financial Performance

The Group recorded a turnover of RM39.6 million and a loss before tax of RM16.8 million for the quarter ended 31 October 2002.  The lower turnover as compared to the preceding year quarter generally reflected a weaker demand for steel product of the Group.

There are no material changes in the results of the current quarter as compared to the results of the preceding year quarter

17. Material Subsequent Events

On 30 November 2002, WTHB entered into Supplemental Agreement to the Definitive Agreement with the owners of JAKS, as outlined  in the CDRS in Note 8.


Except for the above matters, in the opinion of the directors, there were no transaction or event of a material and unusual nature for the period from 1 November  2002 to  26 December 2002 which is likely to affect substantially the results of the operations of the Group for the quarter ended 31 October 2002.

18. Seasonal or Cyclical Factors



















The business activities of the Group are generally lower during the month of December, January and February due to the festive seasons.

19. Prospects for the Current Year


















As mentioned in Note 8  above, upon the implementation of the CDRS, save for WTSP, WTHB and its remaining subsidiaries shall be liquidated according to the provisions of the Companies Act.  Approvals are currently being sought for by the Company in respect of the CDRS from the relevant authorities


The prospect for WTSP in so far as to its ability to continue as a going concern is dependent on the successful implementation of the CDRS.

20.
Variance of Actual Profits / (Losses) from Forecast

The Company did not issue any forecast to the shareholders for the quarter under review.


21.
Loss Per Ordinary Share

The loss per share is calculated based on the Group’s loss after taxation and minority interest of RM16.802 million and on the weighted average number of ordinary share of  RM1.00 each of 68,081,700 in issue during the year.

The fully diluted loss per share after taking into account full exercise of warrant would be anti-dilutive for the reporting quarter and accordingly, the basis and fully diluted loss per ordinary share are the same.

22.
Dividend 














No dividend has been declared for the quarter under review.





By Order of the Board











Datuk Nordin Bin Salleh

Executive Chairman

30 December 2002
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