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NAM FATT CORPORATION BERHAD

(Company No. 44548-H)

Notes To The Interim Financial Report – Fourth Quarter Ended 31 December 2007
1.
Basis of preparation
The interim financial statements are unaudited and have been prepared in accordance with FRS 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirement of Bursa Malaysia Securities Berhad.
The interim financial statements should be read in conjunction with the Group’s audited annual financial statements for the year ended 31 December 2006. The accounting policies, methods of computation and basis of consolidation adopted for the interim financial reports are consistent with those adopted for the annual audited financial statements for the year ended 31 December 2006 except for the changes in accounting policies arising from the adoption of the new and revised Financial Reporting Standards (“FRS”) approved by the Malaysian Accounting Standards Board (“MASB”), effective from 1 January 2007. Details of these changes in accounting policies are set out in Note 2.

2. Changes in accounting policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised FRSs effective for financial period beginning 1 January 2007:

FRS 117       Leases

FRS 124       Related Party Disclosures

FRS 117 - Leases 

The adoption of the revised FRS 117 resulted in a retrospective change in the accounting policy relating to the classification of leasehold land as prepaid land lease payments. 

Prior to January 1, 2007, the leasehold interest in long leasehold land which are stated at cost less accumulated depreciation and impairment losses are classified as property, plant and equipment. With the adoption of FRS 117, the leasehold interests in long leasehold land with carrying amount will be accounted for as operating leases and will be reclassified as prepaid land lease payments. The prepaid land lease payments will be amortised evenly over the lease term of the land.

The reclassification of leasehold land as prepaid land lease payments has been accounted for retrospectively and the following comparative amounts as at 31 December 2006 have been restated:

	
	
	Previously 
stated
	
	Adjustments
(FRS 117)
	
	Restated

	
	
	RM’000
	
	RM’000
	
	RM’000

	As at 31 December 2006
	
	
	
	
	
	

	Property, plant and equipment
	
	264,256
	
	(17,951)
	
	246,305

	Prepaid land lease payment
	
	-
	
	17,951
	
	17,951


FRS 124 - Related Party Disclosures

The adoption of FRS 124 did not have any significant impact on the Group in this financial year.

3. Auditors’ report on preceding annual financial statements 

The auditors’ report on the Group’s annual financial statements for the year ended 31 December 2006 was not subject to any qualification. 

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

5. Nature and amount of unusual items 

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the current quarter under review.
6. 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.
7. Changes in debts and equity securities

There were no issuance, cancellation, repurchases, resale and repayments of debt and equity securities during the current quarter under review.
8. Dividends
No dividend has been proposed for the current financial period-to-date.
9. Segmental reporting for business segments and geographical segments
The Group’s financial information by industry and geographical segments as at 31 December 2007 are as follows:
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10. Valuations of property, plant and equipment


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

11. Material events subsequent to the end of the current quarter
There are no other material events subsequent to the end of the current quarter that have an impact on the financial statements of the Group.
12. Changes in the composition of the Group

There were no other changes in the composition of the Group during the current quarter under review except for the followings:-
(a) Acquisition of a Subsidiary
On 12 October 2007, the Company acquired 2 ordinary shares of RM1.00 each in Regal Charisma Sdn. Bhd.(“RCSB”), representing 100% of the total issued and paid-up share capital of RCSB for a total consideration of RM2.00.

(b) Incorporation of a Subsidiary
On 1 November 2007, the Company incorporated an investment holding company known as NF (PNG) Ltd. under the Offshore Companies Act, 1990 in Labuan. NF (PNG) Ltd. is a wholly-owned subsidiary of the Company. The authorised capital of NF (PNG) Ltd. is USD10,000.00 comprising 10,000 ordinary shares of USD1.00 each with an issued and paid up share capital of 1 ordinary share of USD1.00.
(c) Disposal of Subsidiary
As reported in the third quarter ended 30 September 2007, the Company entered into an Equity Transfer Agreement for the disposal of its entire interest of 70% in Chongqing Jinfa Yangtze Bridge Construction Co., Ltd (“Jinfa Co.”) to Jiangjin Changjiang Highway Bridge Construction Co., Ltd (“Changjiang”), who owns 20% interest in Jinfa Co (“Proposed Disposal”).

The Disposal is conditional upon all relevant regulatory approvals in the People’s Republic of China required to be obtained by Changjiang and Nam Fatt within a period of four (4) months from the date of Agreement.

The Proposed Disposal was completed during the quarter ended 31 December 2007.
13. Changes in contingent liabilities 
The changes in contingent liabilities of the Company and the Group since the date of the last annual balance sheet to the date of this report (other than material litigation disclosed in Note 20) are as follows:
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14. Breakdown of tax charge and explanation on variance between effective and statutory tax rate for the current quarter and financial period-to-date


Income tax expense comprises the following:
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The effective tax rate of the Group for the current quarter was higher than the applicable statutory tax rate mainly due to foreign capital gain tax provided on disposal of Chongqing Jinfa Yangtze Bridge Construction Co,. Ltd (“Jinfa Co.).

For preceding year’s corresponding quarter, the effective tax rate was lower than the applicable statutory tax rate due to utilisation of deferred tax asset against taxable profits.

15. Profits / (Losses) on sale of unquoted investments or properties
There were no disposals of unquoted investments or properties during the financial period ended 31 December 2007.
16. Quoted investments
There were no purchase or sale of quoted investments for the financial period ended 31 December 2007.
17. Status of corporate proposals
There were no corporate proposals announced and not completed as at a date not earlier than 7 days from the date of issue of this report, except for the following:

(a) Nam Fatt-Muhibbah Joint Venture Sdn Bhd (“NFMJV”), a 51% owned subsidiary company of the Company, has been placed under member’s voluntary liquidation pursuant to the passing of a special resolution by the shareholders of NFMJV in the Extraordinary General Meeting held on 30 August 2004, and

(b) Nam Fatt-Muhibbah (Marine) JV Sdn Bhd (“NFMMJV”), a 51% owned subsidiary company of the Company, has been placed under member’s voluntary liquidation pursuant to the passing of a special resolution by the shareholders of NFMMJV in the Extraordinary General Meeting held on 8 December 2004.

Both the members’ voluntary liquidations are still on-going. These companies are currently dormant and would not expect to have material impact on the financial results of the Group.
18. Group borrowings 
Particulars of the Group’s borrowings as at 31 December 2007 are as follows:
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All borrowings are denominated in Ringgit Malaysia except for the ** is denominated in USD.
19. Off balance sheet financial instruments 

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

20. 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) 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 America President Lines Ltd (“ALL”) seeking an indemnity for the sum of USD763,117 with interest thereon at the rate of 8% per annum from the date of filing of the action until full settlement and cost. 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 in China (“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.  
The Re-Amended Statement of Claim was served by APL and ALL on 31 March 2005. In the Re-Amended Statement of Claim, the claims by APL and ALL are based on the written instructions given by TCEM to APL and ALL to release cargo to the consignee.

Update Since The Previous Quarter

The Shah Alam High Court has fixed the above case for trial from 24 August 2009 to 25 August 2009. 

The legal counsel of TCEM is of the opinion that TCEM has a reasonable chance of defending the claim based on the Re-Amended Statement of Claim. 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.
(ii) P&N Construction Sdn Bhd (“P&N”), a subsidiary of the Company, commenced a civil suit against Bukit Cahaya Country Resorts (In Liquidation) (“BCCR”) on 28 November 2003 for RM29,672,447.06 together with interest at the rate of 8% to 14.3% per annum from 1 November 2003 until realisation which is due and outstanding under the Construction Contract which was entered into between P&N and BCCR for construction of an 18-hole golf course. P&N also claims the following relief:-

(a) RM20,946,250.33 being accrued interest as at 31 October 2003 (“Accrued Interest”); and

(b) Damages in lieu of and/or addition to specific performance of the agreement to create a fixed charge over a specific piece of land.

The claim in the above suit is also being addressed in BCCR’s liquidation through P&N’s proof of debt which was lodged on 11 March 2004.

The above suit has been stayed and P&N has not made an application for leave to continue the suit as of yet. On 8 December 2005, the liquidators of BCCR accepted in full P&N’s proof of debt of RM50,700,548.51. Not withstanding this, full allowance for doubtful debt of RM29,672,447.06 has been made and interest income of RM20,946,250.33 has been prudently not recognised in its financial statements.




There has been no development since the preceding quarter.
21. Capital commitments 
There were no capital commitments for the Group as at 31 December 2007.
22. Material changes in the quarterly results compared to the immediate preceding quarter

The Group’s revenue for the current quarter decreased to RM82.9 million from RM182.5 million reported in the immediate preceding financial quarter while the profit before tax increased to RM17.0 million from RM10.9 million for the respective periods. The decrease in revenue was mainly due to lower progress of work for the construction projects. The increase in the profit before tax was mainly due to gain on disposal of subsidiaries.
23. Review of performance of the Group

The Group’s revenue for the current financial year ended 31 December 2007 decreased to RM569.4 million from RM699.4 million reported in the preceding year corresponding financial year ended 31 December 2006 while the profit before tax decreased to RM43.8 million from RM46.1 million for the respective periods. The decrease in the revenue and profit before tax as compared to the preceding year corresponding financial period was mainly due to lower progress of work for the construction and property development projects. 
For the current quarter ended 31 December 2007, the Group’s revenue decreased to RM82.9 million from RM246.3 million reported in the quarter ended 31 December 2006 while the profit before tax increased to RM17.0 million from RM4.7 million for the same corresponding periods. The decrease in revenue was mainly due to lower progress work for the construction projects. However, an increase in profit before tax was reported for current financial quarter was mainly due to gain on disposal of subsidiaries.
24. Commentary on the prospects for the current financial period
Barring any unforeseen circumstances, the Board of Directors is of the opinion that the Group is expected to maintain the performance for financial year 2008 on the back of an expected higher order book.

25  Explanatory note for forecast profit and profit guarantee
The Group did not issue any profit forecast or profit guarantee for the current financial period under review.
26. Earnings per share
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_1265565558.xls
Sheet1

				Individual Quarter						Cumulative Quarters

				Current year quarter		Preceding year corresponding quarter				Current period-to-date				Preceding year corresponding period-to-date

				31/12/07		31/12/06		31/03/06		31/12/07		31/03/05		31/12/06

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

		Malaysian income tax - current year		(372)		(1,287)		3,527		5,569		3,597		8,893

		Foreign income tax - current year		360		(233)		-		1,011		1,615		2,154

				(12)		(1,520)		3,527		6,580		5,212		11,047

		Malaysian income tax under provision in previous years		260		257		-		260		(5,114)		265

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

		Deferred taxation		2,732		1,728		197		2,732		(120)		1,555

		Deferred taxation over provision in previous years		(718)		-				(718)				-

		Share of tax of associated companies		-		-				-				-

		Foreign capital gain tax		7,221		-				7,221				-

				9,483		465		3,724		16,075		(22)		12,867






_1265808190.xls
Sheet1

		Analysis by industry :

				Discontinued

				Operation						Continuing Operation

				Engineering and Construction (Toll operations)				Engineering and Construction		Property		Leisure		Manufacturing		Elimination		Consolidated

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

		Revenue

		External Sales		11,670				446,029		58,464		12,998		40,243		- 0		569,404

		Inter-Segment Sales		- 0				15,709		3,614		155		18,260		(37,738)		- 0

		Total Revenue		11,670				461,738		62,078		13,153		58,503		(37,738)		569,404

				66%				66%		10%		2%		22%

		Results

		Segment results		6,222				18,034		8,102		1,607		3,528				37,493

		Corporate office expense																(10,025)

		Profit from operations																27,468

		Gain on disposal of subsidiary companies																28,925

		Income from other investments																2,781

		Finance costs																(15,301)

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

		Profit before tax																43,873

		Income tax expense																(16,075)

		Profit after tax																27,798

		Other Information

		Capital additions		23				5,162		1,110		1,059		1,252				8,606

		Depreciation and amortisation		4,038				9,899		2,514		506		377				17,334

		Consolidated Balance Sheet Assets

		Segment assets		- 0				872,687		490,633		121,539		47,466				1,532,325

		Investment in associated companies																- 0

								872,687		490,633		121,539		47,466				1,532,325

		Corporate office assets																99,863

		Consolidated total assets																1,632,188

		Consolidated total assets																1,106,259

		Liabilities

		Segment liabilities		- 0				749,040		136,670		121,633		26,365				1,033,708

		Corporate office liabilities																(24,607)

		Consolidated total liabilities																1,009,101

		Net Segment Assets/(Liabilities)

		Segment assets/(liabilities)		- 0				123,647		353,963		(94)		21,101				498,617

		Corporate office liabilities																124,470

		Net segment assets																623,087

		Analysis by geographical areas:

										Malaysia		Africa		Asia		Eliminations		Consolidated total

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

		Sales Revenue								438,071		53,379		77,954		- 0		569,404

		Carrying amount of segment assets								1,163,293		239,030		229,865		- 0		1,632,188

		Capital additions								6,200		16		2,390		- 0		8,606
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Sheet1

				Current				Current

				quarter				year-to-date

				31.12.07				31.12.07

				RM'000				RM'000

		Net profit attributable to equity holders of the parent:

		- Continuing  operations		8,944				22,668

		- Discontinued  operation		- 0				4,385

				8,944				27,053

				Unit'000				Unit'000

		Number of ordinary shares issued as of end of the period		280,998				280,998

		Number of ordinary shares which will be issued:

		- Upon conversion of ICULS-A		80,632				80,632

		- Upon conversion of ICULS-B		10,065				10,065

		Total number of ordinary shares for basic earnings per share		371,695				371,695

		Basic Earnings Per Share(sen):

		- Continuing  operations		2.41				6.10

		- Discontinued  operation		- 0				1.18

				2.41				7.28
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Sheet1

				As at		Reclassification		Changes		As at

				31.12.06		during the period		during the period		31.12.07

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

		Company (Unsecured)

		Guarantees given to financial institutions and finance companies in respect of credit facilities granted to subsidiary companies		117,366		157,884		118,175		393,425

		Group (Unsecured)

		Guarantees given to third parties in respect of joint ventures		208,650		(157,884)		- 0		50,766






_1265004956.xls
Sheet1

				Total borrowings as at 31/12/07				Total borrowings at 31/3/02

		Short term borrowings		RM'000				RM'000

		Term loan - secured		73,589

		Term loan - unsecured **		98,823

		Project bridging loan - secured		22,222

		Islamic commercial papers - secured		90,000

		Bank overdrafts - unsecured		13,274				76,770

		Hire purchase and lease creditors						921

		- secured		1,111

		Total short term borrowings		299,019				-

		Long term borrowings

		Term loan - secured		166,839				17,444

		Project bridging loan - secured		66,667

		Islamic commercial papers - secured		- 0				267

		Hire purchase and lease creditors						-

		- secured		2,437

		Total long term borrowings		235,943				-

		Total borrowings		534,962






