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

Notes To Second Quarter Financial Statements Ended 30 June 2001
1.
Accounting Policies
The unaudited 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. 

During the year, the Company adopted the MASB 16, Financial Reporting of Interests in Joint Ventures, which is operative for financial periods commencing on and after 1 July 2000. Accordingly, the consolidated financial statements have reported the Group’s interests in joint ventures using the equity method. 

This change has no effect on the income and net tangible assets of the Group. Nevertheless, certain comparative figures in the balance sheet have been reclassified as interests in joint ventures to achieve consistent presentation.

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.
Income Tax


Income tax comprises the following:

	
	Individual Quarter
	Cumulative Quarters

	
	Current year quarter 

30/6/01
	Preceding year corresponding quarter

30/6/00
	Current year quarter 

30/6/01
	Preceding year corresponding quarter

30/6/00

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Malaysian income tax
	(2,599)
	(4,378)
	(4,796)
	(8,203)

	Foreign income tax
	-
	-
	-
	-

	
	(2,599)
	(4,378)
	(4,796)
	(8,203)

	
	
	
	
	

	Malaysian income tax over / (under) provision in previous years
	-
	-


	1,200
	1,174



	Deferred taxation
	-
	-
	-
	-

	
	(2,599)
	(4,378)
	(3,596)
	(7,029)




The Group has a tax charge in the current quarter due mainly to the non-availability of group relief for losses incurred by the Company and certain subsidiaries.

5.
Profits on Sale of Unquoted Investments and Properties
There were no disposals of investments or properties during the current financial period under review.

6.
Quoted Securities
There were no purchases or disposals of quoted securities for the current financial period under review.

7.
Changes in the Composition of the Group
There were no changes in the composition of the Group for the current quarter. 

8. Status of Corporate Proposals

As at the date of this report, the Corporate Proposals that were announced on 9 August 1999 and subsequent revision announced on 15 May 2000 are still in the process of review by the authorities. In light of the current market condition and the new Corporate Debt Restructuring Committee (CDRC) direction, the Company is currently having discussion with the lenders and the CDRC, and will come out with an appropriate announcement should there be any changes to the scheme.

9.
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.

10.
Bank Borrowings
The Group’s bank borrowings as at 30 June 2001 comprise:


[image: image1.wmf]Ringgit 

denominated 

borrowings

USD 

denominated 

borrowings

Total 

borrowings 

at 30/6/01

Total 

borrowings 

at 30/6/00

Short term borrowings

RM'000

RM'000

RM'000

RM'000

Revolving credit - secured

39,900

           

 

-

                   

 

39,900

        

 

39,900

       

 

Revolving credit - unsecured

169,111

         

 

-

                   

 

169,111

      

 

169,111

     

 

Term loan - secured

121,125

         

 

50,888

          

 

172,013

      

 

172,013

     

 

Murabahah financial scheme

19,413

           

 

-

                   

 

19,413

        

 

17,206

       

 

 - secured

349,549

         

 

50,888

          

 

400,437

      

 

398,230

     

 

Bank overdrafts - secured

14,456

           

 

-

                   

 

14,456

        

 

12,598

       

 

Bank overdrafts - unsecured

69,794

           

 

-

                   

 

69,794

        

 

69,104

       

 

84,250

           

 

-

                   

 

84,250

        

 

81,702

       

 

Hire purchase and lease

606

                

 

-

                   

 

606

             

 

1,062

         

 

 creditors - secured

Total short term borrowings

434,405

         

 

50,888

          

 

485,293

      

 

480,994

     

 

Long term borrowings

Term loan - secured

38,442

           

 

38,442

        

 

61,109

       

 

Bridging loan - secured

16,743

           

 

16,743

        

 

16,743

       

 

55,185

           

 

-

                   

 

55,185

        

 

77,852

       

 

Hire purchase creditors -

198

                

 

-

                   

 

198

             

 

11

              

 

 secured

Total long term borrowings

55,383

           

 

-

                   

 

55,383

        

 

77,863

       

 

Total borrowings

489,788

         

 

50,888

          

 

540,676

      

 

558,857

     

 


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

11.
Changes in Contingent Liabilities
The changes in contingent liabilities of the Company and Group since the date of the last annual balance sheet to the date of this report (other than material litigation disclosed in Note 13) 30 June 2001 are as follows:


[image: image2.wmf]As at 

Changes

As at the date

31.12.01

during the year

of this report

RM'000

RM'000

RM'000

Company (Unsecured)

Guarantees given to third parties in 

respect of joint ventures

5,649

            

 

8,543

              

 

14,192

           

 

Guarantees given to financial 

institutions and finance companies in 

respect of credit facilities granted to 

subsidiary companies

60,126

          

 

17,258

            

 

77,384

           

 

65,775

          

 

25,801

            

 

91,576

           

 

Group (Unsecured)

Guarantees given to third parties in 

respect of joint ventures

5,649

            

 

8,543

              

 

14,192

           

 

5,649

            

 

8,543

              

 

14,192

           

 


12.
Off Balance Sheet Financial Instruments 

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

13.
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) 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 materials 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.

As reported previously, subsequent to the hearings on 12 April 2000 and 28 July 2000 the Company has asked the Arbitrator to strike-off the counterclaim by Tomoe for the aggregate amount of approximately RM7.9 million and dismiss the Arbitration with costs. 

No provision for losses has been made in the accounts.

There has been no development since the preceding quarter.

(ii)
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.

(iii) Agenda Istimewa Sdn Bhd (“AI”) 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. Both parties have agreed to refer the matter to arbitration, which has been scheduled between 19 November 2001 and 7 December 2001. AI is optimistic that a positive resolution can be achieved in favour of the company.

There has been no development since the preceding quarter.

14.
Segmental Reporting
The Group’s financial information by industry and geographical segments as at 30 June 2001 is as follows:


[image: image3.wmf] Revenue 

 Profit/(Loss) 

before income 

tax 

 Gross Assets 

Employed 

RM'000

RM'000

RM'000

Analysis by industry :

Engineering and Construction

109,344

           

 

2,642

              

 

301,528

        

 

Property

75,631

             

 

7,867

              

 

475,345

        

 

Leisure

6,816

               

 

3,659

              

 

144,159

        

 

Manufacturing

55,805

             

 

4,434

              

 

163,310

        

 

Corporate

-

                   

 

(19,450)

           

 

339,732

        

 

Associated companies' portion

-

                   

 

(21)

                  

 

-

                

 

Joint ventures' portion

(557)

                

 

Intra-group transactions

(99,089)

            

 

-

                  

 

-

                

 

148,507

           

 

(1,426)

             

 

1,424,074

     

 

Analysis by geographical areas :

Malaysia

240,324

           

 

1,964

              

 

1,162,517

     

 

Oversea

7,272

               

 

(2,812)

             

 

261,557

        

 

Associated companies' portion

-

                   

 

(21)

                  

 

-

                

 

Joint ventures' portion

(557)

                

 

Intra-group transactions

(99,089)

            

 

-

                  

 

-

                

 

148,507

           

 

(1,426)

             

 

1,424,074

     

 


15.
Material Change in the Reported Quarter’s Profit Before Taxation as Compared to the Immediate Preceding Quarter

There is no significant change in the current quarter’s result as compared to the preceding quarter.

16.
Review of Performance of the Group
The Group recorded a turnover of RM148.5 million and loss before taxation of RM1.4 million for the first half year as compared to a turnover of RM175.1 million and profit before tax of RM12.4 million achieved in the first half of 2000. The turnover recorded in the current first half year was lower than the previous corresponding period largely due to lower work done on current construction projects in hand.

The first half year’s result is lower than that recorded in the preceding corresponding quarter due to overall lower margin obtained as a result of slower economic growth in the country.

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.

17.
Material Events Subsequent to the End of the Current Quarter
As stated in Note 8, the authorities are still reviewing the Corporate Proposals, which were announced on 9 August 1999 and subsequent revision announced on 15 May 2000 while the Company is holding discussion with the lenders and the CDRC in view of the prevalent market condition. Apart from these, there are no material events subsequent to the end of the current quarter that have an impact on the financial statements of the Group. 

18.
Seasonal or Cyclical Factors
The Group’s operations were not subject to any seasonal or cyclical factors.

19.
Prospects for the Current Financial Year
The Group currently has order book of RM1.06 billion. The Directors remain optimistic that the Group will be able to clinch more projects this year. As most of the new projects will only come on stream in the later part of the current financial year, the results of these new projects will only be substantially reflected in the next financial year.

The Directors are of the opinion that the Group’s results may also be affected in the coming financial quarters by the delay in the implementation of the Debt Restructuring Scheme.

20.
Forecast Profit and Profit Guarantee
This is not applicable to the Group.

21.
Dividend
No dividend has been recommended during the quarter under review.
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Sheet1

				As at		Changes		As at the date

				31.12.01		during the year		of this report

				RM'000		RM'000		RM'000

		Company (Unsecured)

		Guarantees given to third parties in respect of joint ventures		5,649		8,543		14,192

		Guarantees given to financial institutions and finance companies in respect of credit facilities granted to subsidiary companies		60,126		17,258		77,384

				65,775		25,801		91,576

		Group (Unsecured)

		Guarantees given to third parties in respect of joint ventures		5,649		8,543		14,192

				5,649		8,543		14,192
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Sheet1

				Revenue		Profit/(Loss) before income tax		Gross Assets Employed

				RM'000		RM'000		RM'000

		Analysis by industry :

		Engineering and Construction		109,344		2,642		301,528

		Property		75,631		7,867		475,345

		Leisure		6,816		3,659		144,159

		Manufacturing		55,805		4,434		163,310

		Corporate		- 0		(19,450)		339,732

		Associated companies' portion		- 0		(21)		- 0

		Joint ventures' portion				(557)

		Intra-group transactions		(99,089)		- 0		- 0

				148,507		(1,426)		1,424,074

		Analysis by geographical areas :

		Malaysia		240,324		1,964		1,162,517

		Oversea		7,272		(2,812)		261,557

		Associated companies' portion		- 0		(21)		- 0

		Joint ventures' portion				(557)

		Intra-group transactions		(99,089)		- 0		- 0

				148,507		(1,426)		1,424,074
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Sheet1

				Ringgit denominated borrowings		USD denominated borrowings		Total borrowings at 30/6/01				Total borrowings at 30/6/00

		Short term borrowings		RM'000		RM'000		RM'000				RM'000

		Revolving credit - secured		39,900		-		39,900				39,900

		Revolving credit - unsecured		169,111		-		169,111				169,111

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

		Murabahah financial scheme		19,413		-		19,413				17,206

		- secured

				349,549		50,888		400,437				398,230

		Bank overdrafts - secured		14,456		-		14,456				12,598

		Bank overdrafts - unsecured		69,794		-		69,794				69,104

				84,250		-		84,250				81,702

		Hire purchase and lease		606		-		606				1,062

		creditors - secured

		Total short term borrowings		434,405		50,888		485,293				480,994

		Long term borrowings

		Term loan - secured		38,442				38,442				61,109

		Bridging loan - secured		16,743				16,743				16,743

				55,185		-		55,185				77,852

		Hire purchase creditors -		198		-		198				11

		secured

		Total long term borrowings		55,383		-		55,383				77,863

		Total borrowings		489,788		50,888		540,676				558,857






