NAM FATT CORPORATION BERHAD
(Company No. 44548-H)

Notes To Fourth Quarter Financial Statements Ended 31 December 2000
1.
Accounting Policies
The un-audited quarterly financial statements have been prepared by applying accounting policies, methods of computation and basis of consolidation consistent with those used in the preparation of the most recent audited financial statements of the Group.

2.
Exceptional Items
There were no exceptional items in the profit and loss account for the quarter under review.

3.
Extraordinary items
There were no extraordinary items for the quarter under review.

4.
Taxation


Taxation comprises the following:


Individual Quarter
Cumulative Quarters


Current year quarter 

31/12/00
Preceding year corresponding quarter

31/12/99
Current Year Quarter 

31/12/00
Preceding year corresponding quarter

31/12/99


RM’000
RM’000
RM’000
RM’000







Malaysian income tax
(1,894)
(9,375)
(12,549)
(9,375)

Foreign income tax
-
-
-
-


(1,894)
(9,375)
(12,549)
(9,375)







Malaysian income tax over / (under) provision in previous years
(1,041)
10,875


133
10,846



Deferred taxation
1,401
(1,317)
1,401
(1,317)


(1,534)
183
(11,015)
154



The Group’s tax charge shows an effective rate that is higher than the statutory tax rate of Malaysia due to the unavailability of group relief for losses incurred by certain subsidiaries.

5.
Pre-acquisition Profits
There were no pre-acquisition profits for the current financial period under review.
6.
Profit on Sale of Investments and Properties
There were no disposals of investments or properties during the current financial period under review.

7.
Quoted Securities
There were no purchases or disposals of quoted securities for the current financial period under review.

8.
Changes in the Composition of the Group
There were no changes in the composition of the Group for the current quarter. 

9. Status of Corporate Proposals

The Securities Commission (“SC”) has via its letter dated 7 December 2000 approved the following: 

(i) The Proposed Bonds Issue has been revised from the original RM312.268 million, which was approved earlier, to RM305.924 million to be issued at nominal value.

(ii) The completion of the Loan Restructuring Scheme has been extended to 10 May 2001.

(iii) The Company is allowed the flexibility to revise the conversion price of its proposed irredeemable convertible unsecured loan stocks (“ICULS-A and ICULS-B”). 

The Company had accordingly on 19 December 2000 revised the conversion price of ICULS-A and ICULS-B from RM1.75 to RM1.10 per ordinary share of the Company.

On 19 February 2001, the Company and its Scheme subsidiaries have entered into a Supplemental Agreement to the Debt Restructuring Agreement with the Scheme lenders to formalise the approved revision to the Loan Restructuring Scheme. 

Meanwhile the Company has submitted a draft circular to the Kuala Lumpur Stock Exchange and the SC for their approval before convening an extraordinary general meeting for shareholders to approve the Scheme. Barring any unforeseen circumstance, the Directors expect the Scheme to be completed by May 2001.

10.
Seasonal or Cyclical Factors
The Group’s operations were not subject to any seasonal or cyclical factors.

11.
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 current financial period under review.

12.
Bank Borrowings
The Group’s bank borrowings as at 31 December 2000 comprise:


Ringgit denominated borrowings
USD denominated borrowings
Total borrowings at 31/12/00

Total borrowings at 31/12/99

Short term borrowings
RM’000
RM’000
RM’000

RM’000

Revolving credit - secured
10,900
-
10,900

10,900

Revolving credit - unsecured
200,276
-
200,276

198,111

Term loan - secured 
121,125
50,888
172,013

172,288

Murabahah financing scheme - secured 
13,589
-
13,589

17,206


345,890
50,888
396,778

398,505








Bank overdrafts - secured 
7,317
-
7,317

4,925

Bank overdrafts - unsecured
72,890
-
72,890

73,838


80,207
-
80,207

78,763








Hire purchase and lease creditors - secured
686
-
686

941

Total short term borrowings
426,783
50,888
477,671

478,209

Long term borrowings






Term loan – secured
47,320
-
47,320

77,324

Bridging loan – secured
16,743
-
16,743

17,149


64,063
-
64,063

94,473








Hire purchase creditors – secured
126
-
126

670

Total long term borrowings
64,189
-
64,189

95,143








Total borrowings
490,972
50,888
541,860

573,352



The total borrowings of the previous corresponding period have been included above for comparison only.

13.
Contingent Liabilities 

Contingent liabilities of the Company and Group as at 31 December 2000 are as follows:


Company
Group


RM’000
RM’000

Unsecured



Performance guarantee given to third parties in respect of joint ventures
5,649
5,649

Guarantees given to financial institutions and finance companies in respect of credit facilities granted to subsidiary companies
60,126
-

Potential liability arising from on-going arbitration with a trade debtor (refer to Note 15 (ii))
3,400
3,400


69,175


9,049

14.
Off Balance Sheet Financial Instruments 

There were no financial instruments with off balance sheet risk for the current financial period under review.

15.
Material Litigation
Save for the following, neither the Company nor its subsidiaries are engaged in any material litigation, either as plaintiff or defendant, and the Directors of the Company do not have any knowledge of any proceedings, pending or threatened against the Group or of any facts likely to give rise to any proceedings which might adversely and materially affect the position or business of the Group.

(i) Nam Fatt-Muhibbah (Marine) JV Sdn Bhd (“NFMJV”), a subsidiary of the Company, has taken legal action against Century Textiles and Industries Ltd (“Century Textiles”) on 16 November 1992 seeking compensation for damages sustained to a construction site at West Port, Port Klang when a vessel owned by Century Textiles collided into the said construction site on 12 November 1992. Judgement was obtained on 30 September 1994 in relation to compensation for the damages, but the quantum to be awarded to NFMJV has stayed pending the hearing of a limitation action brought by Century Textiles for a degree to limit their liability to the sum of approximately RM1.2 million under the provision of Section 360 of the Merchant Shipping Ordinance, 1952. 

On 12 February 2001, NFMJV and Century Textiles agreed to settle the matter out-of-court. Century Textiles is to compensate NFMJV an amount of RM2.5 million to be paid on 28 February 2001. NFMJV has accepted this and agreed to no further claims against Century Textiles.

(ii) The Company has made a claim before an arbitrator against Tomoe Corporation Kuala Lumpur (“Tomoe”) for the value of work done pursuant to a contract dated 26 November 1996 entered into between the parties, wherein Tomoe appointed the Company as the sub-contractor to undertake the procurement of raw material and their fabrication into steel structures for the Satellite “A” Central Hub at the Kuala Lumpur International Airport Package II Project. The Company is claiming against Tomoe for an amount of approximately RM4.5 million together with interest thereon until payment, and the cost of the arbitration incurred by the Company.

Tomoe has filed its defence and counterclaim for an aggregate amount of approximately RM7.9 million together with interest and costs for alleged failure by the Company to complete the said sub-contract works, for the cost of engaging other contractors to complete the said sub-contract works and for damages due to the delay in completion. 

The parties have filed their respective list of documents and hearings have been set from 17 to 21 April 2000, 24 to 28 April 2000, 15 to 19 May 2000 and 22 to 26 May 2000. On 11 April 2000, the Company’s solicitors informed that Tomoe only has a branch office in Malaysia and its only assets are office furniture and equipment, which are insufficient to satisfy in full the amount owing to the Company. As such, the Company has proposed that Tomoe be ordered to secure the Company’s claim before arbitration proceedings can commence. 

At a preliminary hearing on 12 April 2000, both parties have agreed to revert to the Arbitrator within two weeks whether Arbitrator can hear the application for the security. Tomoe has requested for an extension of time to reply and has since not responded. On 28 July 2000, the Company has asked the Arbitrator to strike-off the counterclaim by Tomoe and dismiss the Arbitration with costs. 

No profit from this project has been recognised in the accounts and accordingly, no provision for losses has been made. Notwithstanding this, the potential net liability amount of RM3.4 million has been included as a contingent liability (refer to Note 13). 

There has been no development since the preceding quarter.

(iii)
Agenda Istimewa Sdn Bhd (“AI”), a subsidiary of the Company, was issued a letter of demand on 6 April 1999 by 17 third party land owners for losses suffered as a result of damages to property, plantations and fish ponds arising from failure to procure special drainage systems in the Kesuma Lakes site to enable water and mud from the project site to channel out to an appropriate outlet and thus, causing a mud flood to the claimants’ properties. The letter of demand did not specify the quantum of damage sought and as at the date hereof, AI is not aware of any impending court action by the claimants. This matter has been referred to the AI’s insurers. 

There has been no development since the preceding quarter.

(iv) Agenda Istimewa Sdn Bhd was served a notice of demand on 30 July 1999 by a creditor, Ret-Ser Engineering Agency, for the balance of payment of RM1.093 million in respect of certain construction and completion of earthwork done for the development project at Kesuma Lakes. The creditor has on 24 January 2000 agreed to proceed for arbitration proceedings and is in the process of appointing an arbitrator.

There has been no development since the preceding quarter.

16.
Segmental Reporting
The Group’s financial information by industry and geographical segments as at 31 December 2000 is as follows:


Turnover
Profit/(loss) before taxation
Gross assets employed

 
RM’000
RM’000
RM’000

Analysis by industry:




Engineering and construction
335,367
7,603
618,387

Property
159,000
30,841
477,243

Leisure
10,516
1,918
135,226

Manufacturing
107,962
7,889
158,016

Corporate
10,071
(32,474)
46,729






Associated companies’ portion 
-
(136)
-

Intra-group transactions
(253,199)
-
-







369,717
15,641
1,435,601



Analysis by geographical areas:




Malaysia 
605,613
21,439
1,180,431

Overseas
17,303
(5,662)
255,170






Associated companies’ portion
-
(136)
-

Intra-group transactions
(253,199)
-
-







369,717
15,641
1,435,601



17.
Material Change in the Reported Quarter’s Profit Before Taxation as Compared to the Preceding Quarter

As compared to the preceding quarter, the Group recorded a decrease of 47.4% in profit before taxation during the quarter under review. The decrease is largely attributed to lower amount of work done for construction projects.

18.
Review of Performance of the Group
The Group achieved a turnover of RM369.7 million and profit before taxation of RM15.8 million for the current year to date as compared to those recorded in the preceding year of RM467.2 million and RM6.6 million respectively. The decrease in turnover is largely due to lower work done for construction projects in the current year as well as an inclusion of RM59.1 million in the preceding year’s turnover as a result of a change in recognition of income of a subsidiary company.

The preceding year’s profit before taxation of RM6.6 million included an exceptional loss of RM17.8 million, which was largely in respect of a provision for foreseeable loss for a project undertaken, and an increase in profit of RM10.2 million as a result of a change in recognition of income of a subsidiary company. Taking these into consideration, the profit before taxation in the current year is relatively higher, as a result of higher margin obtained from work done on projects undertaken during the year, despite a decrease in turnover.

In the opinion of the Directors, no transaction or event of a material and unusual nature has arisen which would affect substantially the results of the Group from the end of the current reporting period to the date of this announcement.

19.
Prospects for the Current Financial Year
The Directors are optimistic that the Group's performance will be maintained in the next financial quarter.

20.
Forecast Profit and Profit Guarantee
(a) A profit forecast was prepared for the Scheme mentioned in Note 9. The forecast profit after taxation and minority interests for the year ended 31 December 2000 has been revised to RM4.545 million (originally RM9.129 million) because of the delay in the completion of the Scheme which resulted in an increase in interest costs.

(b) NFCB and its subsidiaries have not given any profit guarantee to any parties.

21.
Dividend
No dividend has been recommended during the quarter under review. A final dividend of 2 sen per ordinary share less 28% income tax was recommended in the previous corresponding period but was subsequently aborted due to lack of majority consent from the Scheme lenders.

