NAM FATT CORPORATION BERHAD

(Company No. 44548-H)

Notes To Third Quarter Financial Statements Ended 30 September 2002
1.
Basis of Preparation
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 Standard 26, Interim Financial Reporting, which is operative for financial periods commencing on or after 1 July 2002, which defines the minimum content of an interim financial report and identifies the accounting recognition and measurement principles that should be applied in an interim financial report. This standard supersedes the prescribed format set out in Appendix 9B Listing requirements of Kuala Lumpur Stock Exchange for both the consolidated Income Statement and Consolidated Balance Sheet. The Standard is to provide timely and reliable information to the users of financial report.

The unaudited financial statements should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2001.

2.
Nature and Amount of Unusual Items

There were no unusual items in the financial statements 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:
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The effective tax rate for the Group is higher than the statutory tax rate mainly due to non- availability of group relief for losses incurred by the Company and certain subsidiaries.

5.
Profits on Sale of Unquoted Investments and Properties
The Group has disposed off three units of double storey houses located in Shah Alam, Selangor and obtained a gain of RM403,015 in the previous quarter. 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
On 5 March 2002, the Group acquired 796,320 ordinary shares of RM1.00 each, representing 70% of the entire issued and paid-up capital of Swissma Building Technologies Sdn Bhd (SBTSB), for a total consideration of RM300,021. SBTSB was incorporated on 22 August 1997 and its principal businesses are in high-end custom-made roofing system, wall cladding installation and contracting. The acquisition is synergistic as it would complement the Group’s existing roofing and cladding business.

On 10 June 2002, SBTSB acquired the issued and paid-up capital of Handal Saujana Sdn Bhd (HSSB) comprising 2 ordinary shares of RM1.00 each for a total consideration of RM2,300.00. HSSB was incorporated on 13 May 2002 and is currently dormant.

On 18 June 2002, as part of the Group’s internal restructuring, Nam Fatt Corporation Bhd acquired the entire issued and paid-up capital of Swissma (S) Pte Ltd (SSPL) comprising 60,000 ordinary shares of S$1.00 each for a total consideration of S$3.00 from SBTSB. SSPL was incorporated in Singapore on 19 December 1998 and its principal activities are similar with those of SBTSB.

On 17 July 2002, SBTSB incorporated a wholly-owned subsidiary, Swissma (Beijing) Building Technologies Co Ltd (SBBTCL) in the People’s Republic of China. The registered capital of SBBTCL is USD370,000.00. Its principal activities are in research, development, production, sale, installation and maintenance of metal roofing and wall cladding and provision of training, consultation and technological transfer in relation thereto.

8.
Status of Corporate Proposals

The Group’s debt restructuring has been approved by all the relevant government authorities including the Securities Commission vide its letter dated 9 July 2002. This was reported in our announcement to the Kuala Lumpur Stock Exchange on 12 July 2002. Shareholders’ approval for the restructuring scheme was obtained at the Extraordinary General Meeting of the Company on 31 October 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 30 September 2002 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.

* This bridging loan is in respect of on-going construction projects.

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:
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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”) was served a notice of demand on 30 July 1999 by a creditor, Ret-Ser Engineering Agency on a claim of RM2,619,995 being the balance of payment of earthwork done for AI for the Bandar Kesuma Lakes project and a further RM3,747,623 for loss and damages suffered for deprival of the use of the said sum of RM2,619,995. At the same time, AI has made a counter claim against the said creditor for the sum of RM5,279,214 for defective earthwork carried out.

On 5 November 2002, AI and Ret-Ser Engineering Agency agreed to settle the matter out-of-court. AI is to pay Ret-Ser Engineering Agency an amount of RM1.6 million. Ret-Ser Engineering Agency has accepted this and agreed no further claims will be made against AI.

14.
Segmental Reporting
The Group’s financial information by industry and geographical segments as at 30 September 2002 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

There were no material changes in the current reporting quarter’s result as compared to the immediate preceding quarter’s results.

16.
Review of Performance of the Group
The Group achieved a turnover of RM315.6 million and profit before taxation of RM19.8 million for the current financial period, as compared to those recorded in the third quarter of 2001 of RM222.6 million and loss before tax of RM6.5 million respectively. The turnover recorded in the current year was higher due to increased revenue recorded by the construction, property and leisure divisions. The earnings have improved significantly over the previous corresponding period largely due to relatively better margin obtained from construction projects and property sales. Finance cost for the current financial year has also reduced by half from the previous year.

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 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 total outstanding contract book of RM676 million, of which 88% of the contracts is attributable to the construction division and the balance from the industrial boilers and roofing divisions. 10% of the contracts are internal contract works for the property division.

The property division is recording annual turnover of RM110 million and will continue to be a major contributor to the group.

With this order book to work on and the resolution of the debt restructuring per Note 8, the Directors are of the view that the results for the remaining periods of financial year 2002 will be satisfactory.

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

				30/09/02		30/09/01				30/09/02				30/09/01

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

		Malaysian income tax		(3,026)		(1,048)		(5,424)		(8,450)		(4,796)		(5,844)

		Foreign income tax		-		-		-		-		-		-

				(3,026)		(1,048)		(5,424)		(8,450)		(4,796)		(5,844)

		Malaysian income tax over / (under) provision in previous years		157		-		(610)		(453)		1,200		1,200

		Deferred taxation		-		-				-		-		-

				(2,869)		(1,048)		(6,034)		(8,903)		(3,596)		(4,644)
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				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		9,963		-		9,963

		Guarantees given to financial institutions and finance companies in respect of credit facilities granted to subsidiary companies		62,832		(2,957)		59,875

				72,795		(2,957)		69,838

		Group (Unsecured)

		Guarantees given to third parties in respect of joint ventures		9,963		-		9,963

				9,963		-		9,963
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		Analysis by industry :

								Engineering and Construction		Property		Leisure		Manufacturing		Elimination		Consolidated

								RM'000		RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue

		External Sales						123,956		78,264		13,386		100,005		- 0		315,611

		Inter-Segment Sales						167,702		- 0		19		8,346		(176,067)		- 0

		Total Revenue						291,658		78,264		13,405		108,351		(176,067)		315,611

								58%		17%		3%		23%

		Result

		Segment result						14,076		13,237		5,330		4,475				37,118

								20%		31%		21%		28%

		Unallocated corporate expenses																(17,395)

		Profit from operations																19,723

		Interest income																- 0

		Interest expense																- 0

		Share of net result of associated companies						129		- 0		- 0		- 0		- 0		129

		Share of net result of joint venture						- 0		- 0		- 0		- 0		- 0		- 0

		Profit before tax																19,852

		Income tax																(8,903)

		Profit after tax																10,949

		Consolidated Balance Sheet Assets

		Segment assets						323,963		404,637		101,990		200,523				1,031,113

		Investment in associated companies						(1,587)		1,688								101

								32%		40%		10%		18%

		Unallocated corporate assets																15,018

		Consolidated total assets																1,046,232

		Liabilities

		Segment liabilities						97,655		89,280		114,175		120,606				421,716

		Unallocated corporate liabilities																441,802

		Consolidated total liabilities																863,518

		Analysis by geographical areas:

								Malaysia		China		Other ASEAN countries				Eliminations		Consolidated total

								RM'000		RM'000		RM'000				RM'000		RM'000

		Sales Revenue						304,781		6,351		4,479				- 0		315,611

		Carrying amount of segment assets						837,333		98,774		110,125				- 0		1,046,232

		Capital additions						1,848		6		30				- 0		1,884
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				Total borrowings at 30/9/02				Total borrowings at 30/9/01

		Short term borrowings		RM'000				RM'000

		Revolving credit - secured		39,900				39,900

		Revolving credit - unsecured		169,111				169,111

		Term loan - secured		172,013				172,013

		Murabahah financial scheme - secured		19,413				19,413

		Bridging loan - secured*		350				-

				400,787				400,437

		Bank overdrafts - secured		15,625				14,991

		Bank overdrafts - unsecured		77,301				71,898

				92,926				86,889

		Hire purchase and lease creditors		806				658

		- secured

		Total short term borrowings		494,519				487,984

		Long term borrowings

		Term loan - secured		-				30,298

		Bridging loan - secured		16,567				16,743

				16,567				47,041

		Hire purchase and lease creditors		498				198

		- secured

		Total long term borrowings		17,065				47,239

		Total borrowings		511,584				535,223






