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

NOTES TO THE UNAUDITED 3rd QUARTERLY RESULTS – 31 JANUARY 2003

A1
Accounting Policies

The interim financial report of the Group has been prepared in accordance with MASB 26 – Interim Financial Reporting and Kuala Lumpur Stock Exchange Listing Requirements.  The same accounting policies and methods of computations as those used in the preparation of the most recent financial statements have been adopted in the preparation of these interim financial statements.

A2
Qualification of Financial Statements

The audited financial statements of the Group and Company for the financial year ended 30 April 2002 were not subject to any audit qualification.

A3
Seasonal or Cyclical Factors

The principal activity of the Group, i.e garments manufacturing is subject to seasonal factors.  The demand for garments and apparels normally is higher towards the year end during the festive seasons.

A4
Unusual Items

There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence for the current financial quarter.

A5
Nature and Amount of Changes in Estimates

There were no changes in estimates of amounts reported in the previous financial years which have material effect in the current quarter under review.

A6
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt & Equity Securities

There were no issuance, cancellation, repurchase, resale and repayments of debt and equity securities for the current quarter under review.

A7
Dividends

No dividend was paid for the financial quarter under review.

A8
Segmental Information

The segmental results for the current financial year to date are as follows:

	
	Revenue

RM (‘000)


	Loss before Taxation

RM (‘000)

	Investment Holding - Malaysia


	-
	13,068

	Export and overseas business


	124,421
	19,285

	Total


	124,421
	32,353


A9
Valuations of Property, Plant & Equipment

The values of property, plant & equipment have been brought forward without amendment from the previous annual financial statements except for the net book values of the property and equipment where depreciation have been provided for in the current quarter and current financial year.  Any additions to the property and equipment are carried at cost less depreciation charge for the current quarter and current financial year.

A10
 Material Subsequent Events

The material event not reflected in the financial statements subsequent to the quarter ended 31 January 2003 up to 24 March 2003 ( the latest practicable date which is not earlier than 7 days from the date of issue of this report) is as follows:

· On 7 March 2003, Ramatex Textiles Industrial Sdn. Bhd. (“RTI”) has pursuant to their rights under the Share Charge Agreement dated 8 October 2001 foreclosed the entire equity interest of Tai Wah Garments Industry Sdn Bhd. (“TWGI”) pledged to RTI.  Both TWGB & TWGI were not able to settle RM 30,084,288.26 pursuant to the fabric supply arrangement, demanded by RTI on 27 February 2002.

As a result thereof, TWGI ceased to be a subsidiary of TWGB with effect from 7 March 2003 and accordingly TWGB without any core business is an affected listed issuer under Practice Note 10/2001.

A11
 Effect of Changes in the Composition of the Group

There were no changes in the composition of the Group during the current quarter.

A12
 Contingent Liabilities and Assets

As at the date of issue of this interim report, there were no contingent assets and liabilities that had arisen since the last annual financial statements.

Additional Information Required by The KLSE Listing Requirements

B1
Review of Performance and its Principal Subsidiaries

The Group recorded a turnover of RM 172.3 million and loss before taxation of RM 32.4 million respectively for the three quarters of the current financial year.  The Group’s operating profit before finance cost, depreciation and exceptional item has dropped substantially from a profit of RM 10.3 million of the corresponding period of the preceding year to the current loss of RM 14.7 million.

The garments operating subsidiary, TWGI has been making losses consecutively for the three quarters ended 31 January 2003.  For the three quarters ended 31 January 2003, TWGI recorded total unaudited losses of RM 19.3 million.  The management of TWGI attributed the following reasons for the losses:

· Mismatch between the sales orders against the production capacity.

The orders confirmed was beyond the capacity of TWGI can cope with.  As a result, the excess orders would could not complete in accordance with the client’s specified delivery schedule would needed to be air freighted.  The total air freight costs that were incurred for the three quarters ended 31 January 2003 amounted to RM 11.76 million.

· Low productivity in house factories

· Worldwide price pressure in particular from the new economic zone such as Vietnam and China

B2
Material Change in the Quarterly Results Compared to the Immediate Preceding Quarter

The variance in the profit before taxation between the current and preceding quarter of the Group is solely attributable to the additional operating loss of about RM 1 million recorded at the garments operating subsidiary.

B3
Current Year Prospects

The decision by Ramatex Berhad to terminate the Sale of Shares Agreement and foreclose the shares of TWGI (please refer Note A10) would invariably affect the cash settlement to the scheme creditors as the settlement to the scheme creditors under the Proposed Restructuring Scheme comprises of part cash from the Proposed Disposals to Ramatex Berhad and part shares from the Reverse Take Over Exercise (“RTO”) with Versatile Paper Boxes Groups of Companies.

The Company is appealing to its scheme creditors to proceed with the RTO Exercise with Versatile.

The Company could return to profitability only upon the scheme creditors agreeing to proceed with the RTO Exercise and the RTO Exercise is successfully completed. 

B4
Variance of Actual Profit from Forecast Profit & Shortfall in Profit Guarantee

Not applicable as no profit forecast and profit guarantee was published.

B5
Taxation

There is no tax figure in the quarterly statement under review.

B6
Profit/(Losses) on Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and properties for the quarterly statement under review.

B7
Purchase or Disposal of Quoted Securities

There was no purchase or disposal of quoted securities for the quarterly statement under review.

B8
Status of Corporate Proposals

The Company has received approvals from FIC & MITI in relation to the Reverse Take Over Exercise involving Versatile Paper Boxes Group of Companies.

B9
 Borrowings and Debts Securities

The Group’s borrowings as at 31 January 2003 were as follows:

Short Term Borrowings

	
	RM (‘000)



	Secured:


	

	Bank Overdrafts & Trade Facilities
	57,956




B10 Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risk as at 24 March 2003 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B11
 Material Litigation

Save as disclosed in the previous quarterly reports, neither the Company nor its subsidiaries are engaged in any material litigation either as a plaintiff or defendant.

B12
 Dividend

The Board of Directors does not recommend any dividend for the quarter under review.

B13
 Earnings Per Share (“EPS”)

The EPS (basic) is calculated based on the net loss of RM 12.98 million for the period divided by the number of shares in issue of 106.0 million.

3

