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A.      NOTES TO THE INTERIM FINANCIAL REPORT (cont’d)


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. 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.

4.
Unusual Items Affecting the Assets, Liabilities, Equity, Net Income or Cash Flows

There are no other unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group for the current quarter except for the reversal of accrued interest of approximately RM49.3 million which was ascertained during the recent proof of debt exercise.

5. Material changes in estimates

There are no material changes in estimates for the current quarter.

6.
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.

7.
Dividend 

No dividend has been paid for the quarter under review.

8. Segmental Information for the six months Financial Period Ended 31 January 2003


	
	Turnover

RM’000
	
	Profit/(Loss)

Before taxation

RM’000
	
	

	
	
	
	
	
	

	Manufacturing
	 41,001
	
	(2,893)
	
	

	Trading, Property
	
	
	
	
	

	and investment holding
	        30,579 
	
	21,576
	
	

	
	
	
	
	
	

	
	71,580
	
	18,683
	
	


9. 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.


10. Material Subsequent Events

On 12 March 2003, Ministry of International Trade and Industry approved the Proposed CDRS as proposed.

On 18 March 2003, the Group had filed an application to the High Court of Malaya at Kuala Lumpur (“Court”) to seek Court orders for inter-alia the following: -

(i) Wing Tiek Holdings Berhad, Wing Tiek Steel Pipe Sdn Bhd, Wing Tiek Metal Industries Sdn Bhd, Wing Tiek Ductile Iron Pipe Sdn Bhd, Wing Bee Hardware Sdn Bhd and Victory Skyline Sdn Bhd to each convene a separate meeting of their respective Scheme Creditors pursuant to Section 176 of the Companies Act, 1965 (“Act”) for the purpose of approving the respective Proposed Debt Restructuring Scheme; and

(ii) WTHB to convene a separate meeting of its members pursuant to Section 176 of the Act for the purpose of approving the Proposed Share Exchange.


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 February 2003 to 25 March 2003 which is likely to affect substantially the results of the operations of the Group for the period ended 31 January 2003.

11. Effect of Changes in the Composition of the Group


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


12. Contingent Liabilities 

As at 25 March 2003, there are no material changes to the contingent liabilities of the Group since the last annual balance sheet date.


13. Comparative Figures

No comparative figures are provided for the condensed consolidated cash flow statement as these are the first set of financial statements presented in accordance with MASB 26.
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