NAM FATT CORPORATION BERHAD

(Company No. 44548-H)

Notes To Fourth Quarter Financial Report Ended 31 December 2003
1.
Accounting policies and methods of computation
The quarterly financial report is unaudited and has been prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirement.

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

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited annual financial statements for the year ended 31 December 2002, except for the adoption of the following new MASB standards:

	i)
	MASB 25 “Income Taxes”, which prescribes the accounting treatment of current and future tax consequences for items in balance sheet and income statement.

	ii)
	MASB 29 “Employees Benefits”, which prescribes the accounting treatment and disclosure by employers for employee benefits.


2.
Audit report of preceding financial year financial statements

The audit report of the Group’s annual financial statements for the year ended 31 December 2002 was not subject to any qualification.

3. Seasonal or cyclical factors
The business operations of the Group are not affected by any seasonal and cyclical factors.

4. Nature and amount of unusual items 

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

5. Material changes in estimates of amounts reported
There were no changes in the estimates of amounts reported previously, which have material effect in the current quarter and financial year-to-date.

6. Changes in debts and equity securities

There was no issuance, cancellation, repurchases, resale and repayments of debt and equity securities during the current financial year-to-date, except for the issuance of 72,451,226 ordinary shares of RM1.00 each arising from conversion of ICULS A.

7. Dividends

No dividend has been proposed for the current financial year-to-date.

8. Segmental reporting for business segments and geographical segments
The Group’s financial information by industry and geographical segments as at 31 December 2003 is as follows:
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9. Valuations of property, plant and equipment


The valuation of property, plant and equipment have been brought forward without any amendments from the previous annual audited financial statements.

10. 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.

11. Changes in the Composition of the Group

On 31 December 2003, Swissma Building Technologies Sdn Bhd entered into a unconditional Sales and Purchase Agreement with China Profit International Co., Ltd to acquire the remaining 40% shareholding in its subsidiary, Swissma Beijing Building Technologies Co. Ltd at total purchase consideration of RMB1.2 million. 

12. 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:


[image: image2.wmf]As at 

Changes

As at

31.12.02

during the year

31.12 .03

RM'000

RM'000

RM'000

Company (Unsecured)

Guarantees given to third parties in 

respect of joint ventures

9,963

              

 

(4,532)

               

 

5,431

              

 

Guarantees given to financial institutions 

and finance companies in respect of credit 

facilities granted to subsidiary companies

59,479

            

 

(55,585)

             

 

3,894

              

 

69,442

            

 

(60,117)

             

 

9,325

              

 

Group (Unsecured)

Guarantees given to third parties in 

respect of joint ventures

9,963

              

 

(4,205)

               

 

5,758

              

 

9,963

              

 

(4,205)

               

 

5,758

              

 


13. 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.

14. Profits / (Losses) on sale of unquoted investments or properties
There were no disposals of investments or properties during the current quarter and financial year-to-date.

15. Quoted investments

a) Purchases and sales of quoted investments

	
	Current year quarter
	Current year to-date

	
	31/12/03
	31/12/03

	
	RM’000
	RM’000

	Purchase
	-
	4,229

	Disposal
	-
	-

	Gain On Disposal
	-
	-


b) Quoted investments as at 31 December 2003

	
	RM’000

	- At cost
	4,229

	- At carrying value
	2,178

	- At market value
	2,178


16. Status of Corporate Proposals

On 10 December 2003, The Board of Nam Fatt Corporation Berhad (“Nam Fatt”) announced that Nam Fatt has on 10 December 2003 entered into a conditional Sales and Purchase Agreement with Light Flair Sdn. Bhd. (the “Purchaser”) to dispose the entire 100% of the issued and paid up capital of Vickers Hoskins (M) Sdn Bhd comprising of 9,200,000 ordinary shares of par value RM1.00 each to the Purchaser for a total cash consideration of RM68,000,000.

The proposed disposal is pending shareholders’ approval and is expected to complete by June 2004.

17. Group borrowings
Particulars of the Group’s borrowings as at 31 December 2003 are as follows:
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All the borrowings are denominated in Ringgit Malaysia. 

18. Off balance sheet financial instruments 

There were no financial instruments with off balance sheet risk at a date not earlier than 7 days from the date of issue of this report.

19. 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.

Update Since Last Quarter

The arbitration process is still on-going. There has been no development since the preceding quarter.

(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. On 5 June 2003, the Senior Registrar made an order allowing the Amendment Application. On 10 June 2003, TCEM filed a Notice of Appeal to the Judge in Chambers to appeal against the granting of the Amendment Application (‘Notice of Appeal’). The Notice of Appeal is fixed for hearing on 8 January 2004. Todate the Amended Statement of Claim has not been served on TCEM’s solicitors.

The hearing of the Striking-out Applications fixed on 12 June 2003 was adjourned to 9 September 2003 and thereafter to 13 Jan 2004, pending the disposal of the Notice of Appeal.  The case management which was fixed for hearing on 7 August 2003 was adjourned pending the disposal of the Notice of Appeal. The Pre-Trial Case Management is now fixed for mention on 8 January 2004.

Update Since The Previous Quarter

The Striking-out Applications has been adjourned to 25 Feb 2004, while the  Pre-Trial Case Management has been fixed for hearing on 5 July 2004.

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.
20. Capital Commitments

There were no material capital commitment as at the date of this announcement.

21. Material Changes in the quarterly results compared to the immediate preceding quarter

The Group recorded a pre-tax loss of RM9.9 million for this quarter as compared to a pre-tax profit of RM7.2 million in the immediate preceding quarter due to provision for doubtful debts and foreseeable project losses of RM7.2m and RM4.0m at the Manufacturing Segment coupled with writing off of goodwill on consolidation and recognition of impairment loss on quoted investment of RM2.2m and RM2.1m in the current quarter. 

22. Review of performance of the Group

For the current financial year-to-date, the Group achieved total turnover of RM519.5 million and pre-tax profit of RM58.9 million, as compared to the corresponding period in the previous financial year of 2002 of RM444.4 million and profit before tax of RM24.8 million. The increase in pre-tax profit is mainly due to the waiver of scheme borrowings of RM47.4 million, offset by provision for doubtful debts and foreseeable losses totalling RM11.2 million, goodwill written off of RM2.2 million and impairment loss on quoted investment of RM2.1m.

The Group performed satisfactorily during the current financial period under review, with higher margins recorded by the Construction, Property and Industrial Boiler Divisions as compared to the corresponding period in 2002. The higher turnover recorded in the current year was a result of progress of projects undertaken by the Construction Division and higher number of boilers commissioned by the Industrial Boiler Division. 

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.

23. Commentary on the prospects for the current financial year or next financial year
The Group currently has a total outstanding order book of RM1.3 billion, of which 77% of the contracts is attributable to the construction division and the balance from the industrial boilers and roofing divisions. 2.5% 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 exercise, the Directors are of the view that the Group will perform satisfactorily in the financial year 2004.

24. Explanatory note for forecast profit and profit guarantee
The Group did not issue any profit forecast or profit guarantee for the current financial year-to-date.

25. Earnings Per Share
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26. Comparative Figures

Comparative figures in the Balance Sheet, where applicable, have been reclassified to conform with the current year presentation.
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				Individual Quarter						Cumulative Quarters

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

				31/12/03		31/12/02				31/12/03				31/12/02

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

		Malaysian income tax		(550)		(795)		(10,362)		(10,912)		(8,450)		(9,245)

		Foreign income tax		-		-		-		-		-		-

				(550)		(795)		(10,362)		(10,912)		(8,450)		(9,245)

		Malaysian income tax over / (under) provision in previous years		40		675		(290)		(250)		(453)		222

		Deferred taxation		1,414		8,000		(524)		890		-		8,000

		Share of tax of associated companies		(1)		(5)		-		(1)		-		(5)

				903		7,875		(11,176)		(10,273)		(8,903)		(1,028)
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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						277,540		85,509		12,173		144,315		- 0		519,537

		Inter-Segment Sales						232,723		- 0		50		18,522		(251,295)		- 0

		Total Revenue						510,263		85,509		12,223		162,837		(251,295)		519,537

								66%		10%		2%		22%

		Result

		Segment result						17,138		23,291		439		(2,568)		(351)		37,949

		Unallocated corporate expenses																(11,509)

		Profit from operations																26,440

		Waiver of Principal																47,441

		Interest income																2,551

		Interest expense																(17,516)

		Share of net result of associated companies						(32)		- 0		- 0		- 0		- 0		(32)

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

		Profit before tax																58,884

		Income tax																(10,273)

		Profit after tax																48,611

		Consolidated Balance Sheet Assets

		Segment assets						322,024		430,170		112,627		191,049				1,055,870

		Investment in associated companies						(1,557)				1,689						132

		Unallocated corporate assets																33,503

		Consolidated total assets																1,089,505

		Consolidated total assets																1,106,259

		Liabilities

		Segment liabilities						89,626		99,694		118,076		134,409				441,805

		Unallocated corporate liabilities																116,948

		Consolidated total liabilities																558,753

		Analysis by geographical areas:

								Malaysia		China		Other Asean countries				Eliminations		Consolidated total

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

		Sales Revenue						502,099		9,637		7,801				- 0		519,537

		Carrying amount of segment assets						869,708		101,024		118,773				- 0		1,089,505

												- 0

		Capital additions						5,718		6		- 0				- 0		5,724
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		The amounts used in the Earnings Per Share calculations are reconciled as follows:

				Current Qtr				Current				YTD

								Year To Date

				31.12.03				31.12.03				30.9.02

				RM'000				RM'000				RM'000

		Net (loss) / profit for the period		(8,396)				49,614				9,960

		Less : After tax effect of interests on unconverted ICULS		(810)				(2,159)

		Adjusted (loss) / profit for computation of basic EPS		(9,206)				47,455

		Add : After tax effect of interests savings on assumed conversion		810				2,159

		of potential ordinary shares

		Adjusted (loss) / profit for the period		(8,396)				49,614				9,960

				'000				'000				'000

		Weighted average number of shares for the basic EPS calculation		163,722				129,210				97,340

		Shares issuable on assumed conversion of ICULS		207,971				108,142				- 0

		Weighted average number of shares for the diluted EPS calculation		371,693				237,352				97,340

		Basic (Loss) / Earnings Per Share(sen)		(5.62)				36.73				10.23

		Fully diluted (Loss) / Earnings Per Share(sen)		(2.26)				20.90				N/A
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				As at		Changes		As at

				31.12.02		during the year		31.12 .03

				RM'000		RM'000		RM'000

		Company (Unsecured)

		Guarantees given to third parties in respect of joint ventures		9,963		(4,532)		5,431

		Guarantees given to financial institutions and finance companies in respect of credit facilities granted to subsidiary companies		59,479		(55,585)		3,894

				69,442		(60,117)		9,325

		Group (Unsecured)

		Guarantees given to third parties in respect of joint ventures		9,963		(4,205)		5,758

				9,963		(4,205)		5,758
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				Total borrowings at 31/12/03				Total borrowings at 31/3/02

		Short term borrowings		RM'000				RM'000

		Term loan - secured		10,255

				10,255				-

		Bank overdrafts - unsecured		2,087				76,770

				2,087				76,770

		Hire purchase and lease creditors		830				921

		- secured

		Total short term borrowings		13,172				77,691

		Long term borrowings

		Term loan - secured		275,046				17,444

		Bridging loan - secured		-				16,744

				275,046				34,188

		Hire purchase and lease creditors		1,747				267

		- secured

		Total long term borrowings		276,793				34,455

		Total borrowings		289,965				112,146






