NAM FATT CORPORATION BERHAD

(Company No. 44548-H)

Notes To Fourth Quarter Financial Statements Ended 31 December 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 Group adopted the MASB 16, Financial Reporting of Interests in Joint Ventures, which is operative for financial periods commencing on or 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.

The Group also adopted during the year the MASB 23, Impairment of Assets, which requires an impairment to be recognised whenever the carrying amount of an asset exceeds its recoverable amount. Although this MASB Standard is only operative for financial periods beginning on or after 1 January 2002, the Directors have opted for an early adoption. Following this adoption, a review of all assets of the Group was conducted which resulted in certain items requiring a write off through the income statement in the current financial year. These items have been included as exceptional items in the income statement and are described in Note 2 below.

2.
Exceptional Items
The exceptional items comprise writing off goodwill arising on acquisition of subsidiaries of RM292 million, and deferred expenditure incurred by a foreign subsidiary, Phuket Long Island Development Co. Ltd., amounting to RM49 million. 

Also included in exceptional items are significant provision for doubtful debts made in respect of long outstanding debts from previous work done for Bukit Cahaya Country Resort Sdn Bhd of RM29.8 million and Jopp Builders Sdn Bhd for the Megasteel project amounting to RM4.2 million. The Directors are of the view that although the Group is still negotiating with the respective managements of the two companies, the settlement has been long overdue, and hence it is prudent to make the provision in the current financial year.

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

4.
Income Tax


Income tax comprises the following:
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The Group has a tax charge in the current financial year despite incurring a loss as group relief for losses incurred by the Company and certain subsidiaries is not available.

5.
Profits on Sale of Unquoted Investments and Properties
During the quarter under review, the Group disposed of a building located in Kuala Lumpur and incurred a loss on disposal of RM598,000. The Group also disposed of five units of double storey houses located in Shah Alam, Selangor and obtained a gain of RM487,000. Other than this, 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

The Board of Directors has formulated revised proposals in respect of the Group’s debt restructuring scheme under the purview of the Corporate Debt Restructuring Committee (CDRC). This was concluded with the signing of a debt restructuring agreement (DRA) between the Company, certain subsidiaries and the scheme lenders on 31 December 2001. The revised proposals are as follows:

(i) proposed loan restructuring scheme between the Company, certain subsidiaries and their respective scheme lenders for total borrowings of up to RM617.039 million including bank guarantees of the Group which, if crystallised, will give rise to additional debts of up to a total of approximately RM6.735 million, involved the following:

(a) proposed waiver of approximately RM47.441 million of the scheme borrowings;

(b) proposed conversion of approximately RM291.333 million of the scheme borrowings into secured long term loans;

(c) proposed conversion of up to RM285.0 million of the scheme borrowings, including approximately RM6.735 million of bank guarantees, if crystallised, into RM285.0 million of RM1.00 nominal value 8-year 2.0% irredeemable convertible unsecured loans stocks 2002/2010 (ICULS-A); and

(d) proposed disposals of certain assets of the Company and its subsidiaries 

(ii) proposed additional issue of RM100,000 of RM1.00 nominal value ICULS-A to CIMB as primary subscriber, at 100% of its nominal value;

(iii) proposed renounceable rights issue of RM10,064,512 of RM0.10 nominal value 8-year zero coupon irredeemable convertible unsecured loan stocks 2002/2010 comprising 100,645,127 units of ICULS-B at 100% of its nominal value on the basis of eleven (11) units of ICULS-B for every ten (10) existing ordinary shares of RM1.00 each held on a date to be determined and announced later; and

(iv) proposed increase in the authorised share capital of the Company from RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each to RM1,000,000,000 comprising 1,000,000,000 ordinary shares of RM1.00 each.

Application to the Securities Commission, Bank Negara Malaysia and the Ministry of International Trade and Industry for approval of the above proposals has been made on 21 January 2002.

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 31 December 2001 comprise:
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All the borrowings are denominated in Ringgit Malaysia. 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) are as follows:


[image: image3.wmf]As at 

Changes

As at the date

31.12.00

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

            

 

4,314

              

 

9,963

             

 

Guarantees given to financial 

institutions and finance companies in 

respect of credit facilities granted to 

subsidiary companies

60,126

          

 

2,706

              

 

62,832

           

 

65,775

          

 

7,020

              

 

72,795

           

 

Group (Unsecured)

Guarantees given to third parties in 

respect of joint ventures

5,649

            

 

4,314

              

 

9,963

             

 

5,649

            

 

4,314

              

 

9,963

             

 


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.

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. The arbitration has been rescheduled between 6 January 2003 and 17 January 2003. AI is optimistic that a positive resolution can be achieved in favour of the company.

14.
Segmental Reporting
The Group’s financial information by industry and geographical segments as at 31 December 2001 is as follows:
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15.
Material Change in the Reported Quarter’s Profit Before Taxation as Compared to the Immediate Preceding Quarter

The Group recorded a loss of RM381.4 million for this quarter as compared to RM5.4 million loss in the preceding quarter mainly due to the exceptional items stated in Note 2. 

16.
Review of Performance of the Group
The Group recorded a turnover of RM292.2 million and loss before taxation of RM388.2 million for the current financial year, down from a turnover of RM357.3 million and profit before tax of RM15.7 million achieved in the previous financial year of 2000. The turnover recorded in the current year was lower than the previous corresponding period largely due to lower work done on current construction projects in hand while the loss was due to the exceptional items stated in Note 2 and lower work done resulting in lower profit being recognised during the year.

The Group has taken a prudent and conservative stance for the financial year by adopting the Malaysian Accounting Standard Board’s MASB 23, Impairment of Assets earlier than the mandatory operative date. This MASB Standard requires an impairment to be recognised whenever the carrying amount of an asset exceeds its recoverable amount and is only operative for financial periods beginning on or after 1 January 2002. Resulting from this early adoption, the Group has written off goodwill arising from previous years’ acquisition of subsidiaries of RM292 million and deferred expenditure incurred by its subsidiary, Phuket Long Island Development Co. Ltd of RM47 million. At the same time, the Group has also made a provision for doubtful debts in respect of previous work done for Bukit Cahaya Country Resorts Sdn Bhd of RM29.8 million and Jopp Builders Sdn Bhd for the Megasteel Plant amounting to RM4.2 million. 

Notwithstanding the provision for doubtful debts, the Group will continue to monitor and work out a solution to recover the debts, the successful recoverability of which will be written back to the results of the Group in future years.

Finance costs and depreciation for the current financial year came up to RM38.5 million and RM12.8 million respectively (RM37 million and RM14.5 million respectively in previous financial year). If the exceptional items were added back, the Group would have achieved an earnings before interest, tax, depreciation and amortisation (EBITDA) of RM38.7 million. The Group’s shareholders’ funds as at 31 December 2001 is RM151.2 million while its net tangible assets (NTA) per share as at 31 December 2001 remains above the current market price, at RM1.65, with cash backing of RM0.81 per share.

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
There is no material events subsequent to the end of the current quarter that have an impact on the financial statements of the Group save for the acquisition of two subsidiaries with principal activities involving the manufacturing and installation of specialist roofing materials. 

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 an order book of RM1.06 billion. As most of the new projects secured commenced work only in forth quarter of 2001, the results of these new projects will only be substantially reflected in the financial year of 2002. The Group is active in seeking new projects to boost its order book. With the building up of this order book, the early adoption of MASB 23, and the expected resolution of the debt restructuring scheme, the Directors are optimistic that the Group will perform better in the financial year 2002.

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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				Individual Quarter						Cumulative Quarters

				Current year quarter		Preceding year corresponding quarter				Current year quarter				Preceding year corresponding quarter

				31/12/01		31/12/00				31/12/01				31/12/00

				RM’000		RM’000				RM’000				RM’000

		Malaysian income tax		1,999		(1,882)		(5,844)		(3,845)		(10,655)		(12,537)

		Foreign income tax		-		-				-		-		-

				1,999		(1,882)		(5,844)		(3,845)		(10,655)		(12,537)

		Malaysian income tax over / (under) provision in previous years		(856)		(1,066)		1,200		344		1,174		108
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				2,727		(1,595)		(4,644)		(1,917)		(9,481)		(11,076)
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				Ringgit denominated borrowings		USD denominated borrowings		Total borrowings at 31/12/01				Total borrowings at 31/12/00

		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		172,013		-		172,013				172,013

		Murabahah financial scheme - secured		19,413		-		19,413				19,413

				400,437		-		400,437				400,437

		Bank overdrafts - secured		15,536		-		15,536				13,480

		Bank overdrafts - unsecured		77,012		-		77,012				68,870

				92,548		-		92,548				82,350

		Hire purchase and lease creditors		783		-		449				580

		- secured

		Total short term borrowings		493,768		-		493,434				483,367

		Long term borrowings

		Term loan - secured		24,317		-		24,317				47,320

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

				41,060		-		41,060				64,063

		Hire purchase and lease creditors		220		-		553				234

		- secured

		Total long term borrowings		41,280		-		41,613				64,297

		Total borrowings		535,048		-		535,047				547,664
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				Revenue		Profit/(Loss) before Tax		Gross Assets Employed

				RM'000		RM'000		RM'000

		Analysis by industry :

		Engineering and Construction		194,909		(230)		294,529

		Property		124,451		13,691		437,525

		Leisure		14,234		(45,826)		100,294

		Manufacturing		113,328		6,717		187,258

		Corporate		17,829		(362,117)		51,862

		Associated companies' portion		- 0		(26)		- 0

		Joint ventures' portion		- 0		(405)		- 0

		Intra-group transactions		(172,501)		- 0		- 0

				292,250		(388,196)		1,071,468

		Analysis by geographical areas :

		Malaysia		449,209		(366,823)		858,117

		Oversea		15,542		(20,942)		213,351

		Associated companies' portion		- 0		(26)		- 0

		Joint ventures' portion		- 0		(405)		- 0

		Intra-group transactions		(172,501)		- 0		- 0

				292,250		(388,196)		1,071,468
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				As at		Changes		As at the date

				31.12.00		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		4,314		9,963

		Guarantees given to financial institutions and finance companies in respect of credit facilities granted to subsidiary companies		60,126		2,706		62,832

				65,775		7,020		72,795

		Group (Unsecured)

		Guarantees given to third parties in respect of joint ventures		5,649		4,314		9,963

				5,649		4,314		9,963






