TAI WAH GARMENTS MANUFACTURING BERHAD (CO. NO. 9089-W)

NOTES TO THE QUARTERLY RESULTS - 31 JANUARY 2001

1. Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computations as compared with the most recent annual financial statement.

2. Exceptional Items

There was no exceptional item in the quarterly financial statement under review.

3. Extraordinary Items

There was no extraordinary item in the quarterly financial statement under review.

4. Taxation

The tax figures do not contain any deferred tax and adjustment for under or over provision in respect of prior years.

5. Pre-acquisition profits

There were no pre-acquisition profits for the financial period ended 31 January 2001.

6. Profit on sale of investments and/or properties

There was no sale of investments and properties for the financial period ended 31 January 2001. Therefore, no profits were recorded for this purpose.

7. Quoted Securities

(a) There was no purchase or disposal of quoted securities for the financial period ended 31 January 2001.

(b) Investments in quoted shares as at 31 January 2001 are as follows :

	
	RM’000



	Investments at Cost


	36,355

	Provision for diminution in value


	(34,445)

	Investments at carrying value


	  1,910

	Investments at market value


	  1,142


8. Changes in the Composition of the Group

There were no changes in the composition of the Group for the financial period ended 31 January 2001 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

9. Status of Corporate Proposal

Following the unanimous support of the scheme creditors in the Formal Creditors Meeting duly convened on 21 December 2000, an application for the Court to consider and sanction the scheme was made to the High Court of Shah Alam (“the Court”) on 27 January 2001.  The Court has fixed the hearing of the application on 26 April 2001.

On 22 February 2001, the Company’s merchant banker, Perdana Merchant Bankers Berhad, responded to queries raised by Securities Commission (“SC”) in their letter dated 30 January 2001.  The queries raised were in relation to information and clarification of the restructuring proposal submitted to the Securities Commission.

Subsequently, SC has raised further queries in relation to the submission via their letter dated 9 March 2001.  The Company and its merchant banker are currently compiling the information required to reply to the queries.

On 19 March 2001, the Ministry of International Trade and Industry (“MITI”) informed the SC that they have no objection to the proposed restructuring scheme, subject to approval from the SC and Foreign Investment Committee.

10. Seasonal or Cyclical Factors

The garments operations achieved a turnover of RM35.2 million for the current quarter.  The garment activities were operating under a tight financial liquidity position pending completion of the proposed restructuring exercise.  However, the garment activities were not affected by any seasonal or cyclical factors.
11. There have been 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 financial period ended 31 January 2001.

12. Group Borrowings

Total Group Borrowings as at 31 January 2001 are as follows:

Short Term Bank Borrowings
	
	RM (‘000)



	Secured:


	

	Bank Overdrafts & Trade Facilities


	  44,504

	Unsecured:


	

	Others


	143,317

	Total


	187,821


13. Contingent Liabilities

The Company previously reported a disputed claim for additional tax liabilities amounting to RM15.9 million due to differing methods in computing abatement of export incentives claims.  The claim is made up of additional tax raised of RM13.8 million and penalty of RM2.1 million for failure to settle the additional tax raised within the time frame stipulated in the Income Tax Acts.

The Inland Revenue Board (“IRB”) has since accepted the Company’s claim on export abatement incentives and issued Form JR dated February 2001 to discharge RM15.0 million.

There is no material contingent liability for the Group as at 24 March 2001.

14. Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at 23 March 2001, the latest practicable date which is not earlier than 7 days from the date of this report.

15. Material Litigation

The material litigation of the Group as at 23 March 2001 (the latest practicable date which is not earlier than 7 days from the date of this report) are those of a finance company and a stock-broking company claiming against the Company and a subsidiary for an amount of RM43.9 million and RM18.13 million respectively.

Both the finance and stock-broking companies have voted for the Debt Reconstruction Proposal presented to them in the formal Court convened Creditors Meeting.

16.
Segmental Reporting

	RM(‘000)
	Turnover
	Profit/(Loss) Before Taxation


	Assets Employed

	Investment holding

· Malaysia


	-
	   (4,742)
	23,291

	Manufacturing

· Malaysia


	145,004
	   (2,253)
	98,339

	Investment Trading

· Malaysia


	-
	(10,332)


	  1,910



	Total
	145,004
	(17,327)


	123,540


17. Financial Results Comparison for the Quarter

The major variance in the profit before taxation between the current and preceding quarter of the Group is attributable to the operating loss of RM2.2 million arising from the garments manufacturing activity carried out by Tai Wah Garments Industry Sdn. Bhd. (“TWGI”).  The loss arose mainly due to the Group’s tight financial position and hence was unable to commit and take additional orders from prospective buyers.

18. Review of the Performance of the Company and its Principal Subsidiaries

The Group recorded a turnover of RM35.2 million and loss before taxation of RM7.5 million respectively for the third quarter of the current financial year.  The wholly owned subsidiary, TWGI contributed to the turnover registered.  The Group’s loss was attributable mainly to the loss incurred by TWGI of RM2.2 million and the interest expenses of RM5.1 million, of which RM4.7 million is accrued in respect of the debts to be restructured.

The quarterly results have not been affected by any transaction or any event of a material nature that has arisen between 31 January 2001, and the date of this announcement.

19. Current Year Prospects

The Group expects its turnover to be lower in view of the limited trade financing facilities available to accept orders for the fourth quarter.  TWGI secured a RM30.0 million trade financing facility and was able to utilise it only starting from February 2001.  With the trade financing facility in place, TWGI expects the garments manufacturing performance to improve in the first quarter of 2002.

The Groups’ financial results are expected to return to profitability with the completion of the Proposed Restructuring Exercise.

20. Variance of Actual Profit and Forecast Profit

There is no profit forecast for the period concerned.

21. Dividend

The Board of Directors does not recommend any dividend for the financial period ended 31 January 2001.

4

