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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 2003.

This interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 July 2003.


2. Qualification of Audit Report
on Financial Statements Year Ended 31 July 2003.


The auditors report for the financial year ended 31 July 2003 were subject to the following qualifications.











(i) The property, plant and equipment of the Group and Company are stated at net estimated realisable value of RM69.4 million and RM57.8 million respectively based on a professional valuation on the forced sale value basis and public auction reserve price conducted in September 2001, May 2002 and June 2002.  The valuation of these assets were not updated during the financial year ending 31 July 2003 and they continue to be stated at their previous estimated realisable value based on professional valuation less impairment loss as assessed by the Directors.  In the absence of a recent independent valuation report, the auditor is unable to assess the need for any further adjustment in order for these properties, plant and equipment to be stated at their net recoverable amounts at 31 July 2003.

(ii) The relevant subsidiaries and the Company which are to be liquidated under the Proposed Corporate Debt Restructuring Scheme (“CDRS”), have made provisions of RM3.2 million and RM1.5 million respectively as retrenchment costs payable to their employees.  The retrenchment costs in respect of the non-union employees of the relevant subsidiaries and the Company, which amounts to RM1.9 million and RM0.7 million respectively, is based on the last 6 months salary drawn by the employees and is expected to be paid within the next 12 months from the end of the financial year.  The auditor is unable to determine reliably the provision for these retrenchment costs as they are not specifically provided for in the terms of employment with these non-union employees and whether the amount provided for would be sufficient.

(iii) The Company and its subsidiaries carried out a Proof of Debt exercise to confirm the principal debts and interest outstanding as at 31 January 2003.  The Company and its subsidiaries had accrued interest on borrowings and penalty interest at an interest rate of 10% per annum for the subsequent six months ended 31 July 2003.  The auditor is unable to assess reliably the amount of interest expense on borrowings and penalty interest and whether the accruals for these interests would be sufficient.

(iv) 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.

(v) Two subsidiary companies of Wing Tiek Holdings Berhad in Bangladesh, Westmont Trading (Bangladesh) Ltd and Westmont Development Ltd are dormant and are consolidated based on unaudited management financial statements.  The investments in these subsidiaries have been written off as it is the intention of the Board of Directors to liquidate the companies.  No liquidation expenses have been provided for in the financial statements and the auditor is unable to ascertain the amount of any liabilities that may arise, if any.

Except for the effects of any adjustments that may be required in relation to the matters referred to in the in the preceding paragraphs,

a)
the financial statements of the Company and its subsidiaries, which have been prepared on a break up basis, except for Wing Tiek Steel Pipe Sdn Bhd (“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 value of:

i) the state of affairs of the Group and the Company as at 31 July 2003 and of the results of their operations and cash flows for the year ended on that date; and

ii) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements of the Group and of the Company.

b)
the accounting and other records and the registers required by the Companies Act, 1965 to be kept by the Company and the subsidiaries of which we have acted as auditors have been properly kept in accordance with the provisions of the said Act.

Without further qualifying their opinion, the auditor draw attention to the following:-

i) The Company is an “Affected Listed Issuer pursuant to Practice Note 4/2001 (“PN4”) due to the deficit in its shareholders’ funds.  WTHB is pursuing a corporate debt restructuring exercise under Section 176 of the Companies Act, 1965.  The Proposed CDRS will entail certain subsidiaries of WTHB, including the Company to be wound up.

ii) The Group and Company have net current liabilities of RM588.5 million and RM500.7 million respectively, and a deficit in shareholders’ fund of RM580.1 million and RM500.7 million respectively.

iii) The Group’s banking facilities have been suspended.  As at 31 July 2003, the Group and Company’s suspended short term bank borrowings including accrued interest amounted to RM630.8 million and RM456.3 million respectively.

In view of the matters referred to in paragraphs (i) to (iii) above, the Company and its subsidiaries, except for WTSP, will not be able to continue as a going concern and will not be able realise their assets and discharge their liabilities in the normal course of business.  Accordingly, the financial statements of the Company and its subsidiaries, 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 arise and to reclassify plant and equipment and investments as current assets.

The Directors are of the opinion that the successful implementation of the Proposed CDRS will address the issues raised. 

3. Seasonal or Cyclical Factors



















The business activities of the Group are normally lower during the month of December, January and February due to the festive seasons.   However, for the current quarter under review, in view of the increasing steel prices, the Group has actually recorded higher level of turnover.

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.

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 Financial Period Ended 31 January 2004


	
	Turnover

RM’000
	
	Loss

Before taxation

RM’000
	
	

	
	
	
	
	
	

	Manufacturing
	64,889
	
	  (9,273)
	
	

	Trading, Property
	
	
	
	
	

	and investment holding
	        11,965
	
	(28,140)
	
	

	
	
	
	
	
	

	
	76,854
	
	(37,413)
	
	


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 2003.


10. Material Subsequent Events

On 5 December 2003, the Kuala Lumpur High Court ordered that the resolutions of the Company passed at the Extraordinary General Meeting and Court-Convened Meeting held on 24 September 2003 be varied to reflect the approval of the Company’s proposed corporate and debt restructuring scheme by discounting the votes of Lembaga Tabung Haji (“LTH”) and / or Anjur Wawasan Sdn Bhd (“AWSB”).

On 12 December 2003, the Proposed Debt Restructuring Scheme and the Proposed Share Exchange was sanctioned by an order of the High Court of Malaya pursuant to Section 176 of the Companies Act, 1965 under Petition No. D6-26-80-03.  

In conjunction with the implementation of the Proposed CDRS, the Company had on 12 December 2003 entered into several agreements with JAKS Resources Berhad (“JAKS Resources”) to give effect to the following proposals as set out in the Explanatory Statement to Shareholders dated 30 August 2003.

· Proposed WTHB Land Acquisition by JAKS Resources; and

· Proposed WTSP Acquisition by JAKS Resources

On 9 December 2003, WTHB made an application to the Securities Commission (“SC”) for an extension of time up to 30 April 2004 for the Company to complete the Proposed CDRS.

On 8 January 2004, the Company issued a letter to its Warrant Holders informing them of their entitlement to participate in the Share Exchange pursuant to the Proposed CDRS.

On 1 March 2004, WTHB announced that there is no major development as at to-date and the Company is still awaiting the reply from the SC for the extension of time up to 30 April 2004 for the Company to complete the Proposed CDRS.

On 10 March 2004, WTHB seek the indulgence of the SC for an extension of another 3 months to complete the Proposed CDRS.   On 22 March 2004, WTHB received the SC approval for the extension of time up to 31 July 2004 to complete the Proposed CDRS, provided that WTHB reconvene a meeting of members to procure the necessary approvals of its members within 2 months from the date hereof for the following three resolutions:

i) The approval of a majority in number representing three-fourths in value of members present and voting at the meeting, in relation to the share exchange proposal;

ii) The approval by way of ordinary resolution in relation to the proposal for WTHB land disposal; and

iii) The approval by way of ordinary resolution in relation to the proposal for WTSP disposal.

On 10 November 2003, SC has approved an extension of up to one year from the approval date for the Company to comply with the required conditions.  In respect of the conditions imposed by SC, WTHB is required to announce the status of the compliance in relation to the properties as attached in Appendix 1.
Except for the above matters, in the opinion of the directors, there was no transaction or event of a material and unusual nature for the period from 1 February 2004 to 25 March 2004, which is likely to affect substantially the results of the operations of the Group for the quarter ended 31 January 2004.

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 2004, there are no material changes to the contingent liabilities of the Group since the last annual balance sheet date. 
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