NAM FATT CORPORATION BERHAD

(Company No. 44548-H)

Notes To First Quarter Financial Statements Ended 31 March 2003
1.
Accounting policies and methods of computation
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 quarter, the Group adopted MASB Standard 25, Income Tax, which is operative for financial periods commencing on or after 1 July 2002. MASB 25 prescribes the accounting treatment for current and future tax consequences for the items in balance sheet and income statement. 

The unaudited financial statements should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2002.

2.
Declaration of audit qualification

The preceding year’s annual financial statements of the Group were reported on without any qualification.

3.
Nature and amount of unusual items 

There were no extraordinary items for the current interim period under review.

4
Nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year, which give a material effect in the current interim period

There were no changes in the estimates of amounts, which give a material effect in the current interim period under review.

5.
Valuations of property, plant and equipment


The Group did not carry out any valuations on its property, plant and equipment.

6.
Breakdown of tax charge and explanation on variance between effective and statutory tax rate for the current quarter and financial year to date


Income tax comprises the following:
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      The effective tax rate for the Group is higher than the statutory tax rate as group relief for losses incurred by certain subsidiary companies is not available.

7.
Amount of profits on sale of unquoted investments or properties
There were no disposals of investments or properties during the current financial period under review.

8.
Particulars of purchase or disposal of quoted securities
There were no purchases or disposals of quoted securities for the current financial period under review.

9.
Changes in the Composition of the Group
There were no changes in the composition of the Group for the current quarter. 

10.
Status of Corporate Proposals

The Group’s debt restructuring has been approved by all the relevant government authorities including the Securities Commission (SC). Shareholders’ approval for the restructuring scheme was obtained at the Extraordinary General Meeting of the Company on 31 October 2002. 

The SC has approved an extension of a further six (6) months to 9 June 2003 to complete the Proposals. The Abridged Prospectus (“AP”) has been submitted to Securities Commission for approval on 8 January 2003. Approval in principal for the Abridged Prospectus has been obtained from SC on 26 March 2003. On 18 April 2003, the Company has announced the fixing of the book closure date on 8 May 2003 for the Rights Issue. The Abridged Prospectus has been registered with SC on 13 May 2003 and the same has been dispatched to shareholders of the Company on 16 May 2003.    

11.
Details of issue, cancellation, repurchase, resale and repayment of 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.
Details of bank borrowings
The Group’s bank borrowings as at 31 March 2003 comprise:
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All the borrowings are denominated in Ringgit Malaysia. 

13.
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 15) are as follows:
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14.
Summary of off balance sheet financial instruments 

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

15.
Changes in 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.

The arbitration process is still on-going.

(ii) Tai-Chong Electric Manufacturing Sdn Bhd (“TCEM”), a subsidiary of the Company, was served with a Writ of Summons by APL Logistics Hong Kong Ltd (“APL”) together with American Lines Ltd (“ALL”) seeking an indemnity for the sum of USD763,117. APL and ALL alleged that one of the terms of the Forwarder Cargo Receipt issued by APL to TCEM stipulated that TCEM would indemnify and keep APL indemnified from and against all liability loss or damage incurred under the terms of the Forwarder Cargo Receipt. The said indemnity arose pursuant to a judgment passed by the Wuhan Maritime Court (“Court’) in favour of Yangzhou Merylite Lamp Manufacturing Co Ltd (“YML”), a contract manufacturer of TCEM, in relation to a claim made by YML against APL and ALL.  

TCEM has filed an application to strike-out the Statement of Claim of APL and ALL, and APL and ALL have also filed an application to strike out the Defence of TCEM (collectively referred to as the Striking-out Applications”). The Striking-out Applications were fixed for hearing on 11 March 2003. On 8 March 2003, APL and ALL filed an application to amend the Statement of Claim (‘Amendment Application”) and the Court fixed the hearing of the Amendment Application on 26 March 2003 which was subsequently adjourned to 22 May 2003. Hearing was held on 22 May 2003 and the court reserved its decision to 5 June 2003. Meanwhile, the Court hearing for the Striking-out Applications were rescheduled to 10 April 2003 and subsequently adjourned to 12 June 2003 pending the disposal of the Amendment Application. The case management which was fixed for hearing on 8 April 2003 has been adjourned to 7 August 2003.

The legal counsel of TCEM is of the opinion that, TCEM stands a good chance in succeeding in their application to strike out the Statement of Claim of APL and ALL. The Directors, in consultation with the Group’s legal counsel are of the view that no provision is required to be made in respect of the claims by APL and ALL.

16.
Segmental reporting for business segments and geographical segments
The Group’s financial information by industry and geographical segments as at 31 March 2003 is as follows:
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17.
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.

18.
Review of performance of the Group

The Group achieved a turnover of RM117.2 million and profit before taxation of RM6.2 million for the current financial period, as compared to those recorded in the previous financial year of 2002 of RM79.4 million and profit before tax of RM8.3 million. 

The turnover recorded in the current year was higher due to increased revenue recorded by the construction division. Earnings, however were lower as compared to previous corresponding period largely due to relatively lower sales of golf memberships and property sales coupled with the change in product mix. 

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.
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.

20.
Comment about the seasonal or cyclical factors
The Group’s operations were not subject to any seasonal or cyclical factors.

21.
Commentary on the prospects for the current financial year or next financial year
The Group currently has a total outstanding order book of RM873 million, of which 75% of the contracts is attributable to the construction division and the balance from the industrial boilers and roofing divisions. 12% of the contracts are internal contract works for the property division.

With this order book to work on and the resolution of the debt restructuring per Note 10, the Directors are of the view that the Group will perform satisfactorily in the financial year 2003.

22.
Explanatory note for forecast profit and profit guarantee
This is not applicable to the Group.

23.
Dividend
No dividend has been recommended during the quarter under review.
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Sheet1

				Total borrowings at 31/3/03				Total borrowings at 31/3/02

		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

		Term loan - secured		1,255				-

		Bridging loan - secured		7,705				-

				409,397				400,437

		Bank overdrafts - secured		15,536				16,231

		Bank overdrafts - unsecured		76,027				76,770

				91,563				93,001

		Hire purchase and lease creditors		730				921

		- secured

		Total short term borrowings		501,690				494,359

		Long term borrowings

		Term loan - secured		-				17,444

		Bridging loan - secured		-				16,744

				-				34,188

		Hire purchase and lease creditors		1,563				267

		- secured

		Total long term borrowings		1,563				34,455

		Total borrowings		503,253				528,814
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				Individual Quarter						Cumulative Quarters

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

				31/03/03		31/03/02				31/03/03				31/03/02

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

		Malaysian income tax		(2,771)		2,299				(2,771)		(5,844)		(3,545)

		Foreign income tax		-		-		-		-		-		-

				(2,771)		2,299		-		(2,771)		(5,844)		(3,545)

		Malaysian income tax over / (under) provision in previous years		-		(1,810)				-		1,200		(610)

		Deferred taxation		(198)		-				(198)		-		-

		Share of tax of associated companies		-		-				-				-

				(2,969)		489		-		(2,969)		(4,644)		(4,155)
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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						60,353		18,270		4,300		34,306		- 0		117,229

		Inter-Segment Sales						51,921		- 0		12		1,936		(53,869)		- 0

		Total Revenue						112,274		18,270		4,312		36,242		(53,869)		117,229

								58%		17%		3%		23%

		Result

		Segment result						4,676		2,562		1,605		2,642		(87)		11,398

								20%		31%		21%		28%

		Unallocated corporate expenses																(1,491)

		Profit from operations																9,907

		Interest income																187

		Interest expense																(3,883)

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

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

		Profit before tax																6,211

		Income tax																(2,969)

		Profit after tax																3,242

		Consolidated Balance Sheet Assets

		Segment assets						300,592		420,729		103,716		194,849				1,019,886

		Investment in associated companies						(1,524)		1,688								164

								32%		40%		10%		18%

		Unallocated corporate assets																29,864

		Consolidated total assets																1,049,914

		Liabilities

		Segment liabilities						62,271		100,697		114,539		131,175				408,682

		Unallocated corporate liabilities																441,545

		Consolidated total liabilities																850,227

		Analysis by geographical areas:

								Malaysia		China		Other ASEAN countries				Eliminations		Consolidated total

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

		Sales Revenue						113,240		2,419		1,570				- 0		117,229

		Carrying amount of segment assets						841,151		99,530		109,233				- 0		1,049,914

		Capital additions						1,436				4				- 0		1,440
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				As at		Changes		As at the date

				31.12.02		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		59,880		(401)		59,479

				69,843		(401)		69,442

		Group (Unsecured)

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

				9,963		-		9,963






