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	COUNTRY HEIGHTS HOLDINGS BERHAD (119416-K)

	QUARTERLY REPORT ANNOUNCEMENT

	
	
	
	
	
	
	

	Quarterly report on consolidated results for the second quarter ended 30 June 2001. 

	The figures have not been audited.
	
	
	
	

	
	
	
	
	
	
	

	CONSOLIDATED INCOME STATEMENT
	
	
	
	

	
	
	
	        INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	
	
	         INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	
	
	CURRENT
	 PRECEDING YEAR 
	CURRENT
	 PRECEDING YEAR 

	
	
	
	YEAR
	 CORRESPONDING  
	YEAR
	 CORRESPONDING  

	
	
	
	QUARTER
	 QUARTER 
	TO DATE
	PERIOD

	
	
	
	30/6/2001
	30/6/2000
	30/6/2001
	30/6/2000

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

	
	
	
	
	
	
	

	1
	(a)
	Revenue
	88,077
	99,265
	194,161
	188,998

	
	
	
	
	
	
	

	
	(b)
	Investment Income
	-
	-
	-
	-

	
	
	
	
	
	
	

	
	(c)
	Other income (including interest 
	
	
	
	

	
	
	income)
	4,919
	5,223
	7,545
	7,453

	
	
	
	
	
	
	

	2
	(a)
	Profit before finance cost,
	
	
	
	

	
	
	depreciation and amortisation,
	
	
	
	

	
	
	exceptional items, income  tax,
	
	
	
	

	
	
	minority interests and extraordinary 
	
	
	
	

	
	
	items
	11,557
	18,097
	28,638
	36,749

	
	
	
	
	
	
	

	
	(b)
	Finance cost
	(7,201)
	(6,541)
	(14,141)
	(12,874)

	
	
	
	
	
	
	

	
	(c)
	Depreciation and amortisation
	(7,759)
	(7,314)
	(14,551)
	(14,272)

	
	
	
	
	
	
	

	
	(d)
	Exceptional items
	3,089
	4,088
	7,674
	13,161

	
	
	
	
	
	
	

	
	(e)
	(Loss)/ profit before income tax, 
	(314)
	8,330
	7,620
	22,764

	
	
	minority interests and extraordinary 
	
	
	
	

	
	
	Items 
	
	
	
	

	
	
	
	
	
	
	

	
	(f)
	Share of profits and losses of
	(8,549)
	(946)
	(8,830)
	(946)

	
	
	associated companies
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	INDIVIDUAL
	QUARTER
	CUMULATIVE QUARTER

	
	
	
	CURRENT

YEAR
	PRECEDING YEAR

CORRESPONDING
	CURRENT

YEAR
	PRECEDING YEAR

CORRESPONDING

	
	
	
	QUARTER
	QUARTER
	TO DATE
	PERIOD

	
	
	
	30/6/2001
	30/6/2000
	30/6/2001
	30/6/2000

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

	
	(g)
	(Loss)/ profit before income tax, 
	
	
	
	

	
	
	Minority interests and extraordinary 
	
	
	
	

	
	
	items after share of profits and losses of associated companies
	(8,863)
	7,384
	(1,210)
	21,818

	
	
	
	
	
	
	

	
	(h)
	Income tax
	(1,372)
	(1,306)
	(4,743)
	(2,692)

	
	
	
	
	
	
	

	
	(i)
	(i) (Loss)/ profit after income tax
	
	
	
	

	
	
	    before deducting minority interests
	(10,235)
	6,078
	(5,953)
	19,126

	
	
	
	
	
	
	

	
	
	(ii) Minority interests
	(11,735)
	(343)
	(12,309)
	570

	
	
	
	
	
	
	

	
	(j)
	Net (loss)/ profit from ordinary
	(21,970)
	5,735
	(18,262)
	19,696

	
	
	activities attributable to members 
	
	
	
	

	
	
	of the company
	
	
	
	

	
	
	
	
	
	
	

	
	(k)
	(i)   Extraordinary items
	          -
	          -
	          -
	          -

	
	
	(ii)  Less minority interests
	          -
	          -
	          -
	          -

	
	
	(iii) Extraordinary items attributable to
	          - 
	          - 
	          - 
	          - 

	
	
	      members of the company
	
	
	
	

	
	
	
	
	
	
	

	
	(l)
	Net (loss)/ profit attributable to 
	
	
	
	

	
	
	members of the company
	(21,970)
	5,735
	  (18,262)
	19,696

	
	
	
	
	
	
	

	3
	
	Earnings per share based on 2(l) 
	
	
	
	

	
	
	above after deducting any provision for preference dividends, if any :
	
	
	
	

	
	
	
	
	
	
	

	
	((i)(i)
	(a)  Basic (based on 275,699,400/  
	
	
	
	

	
	F
	       267,348,266 ordinary shares)  

       (sen)
	             (7.97)
	           2.15
	               (6.62)
	               7.36

	
	
	
	
	
	
	

	
	
	(b)  Fully diluted (based on          
	
	
	
	

	
	
	      275,699,400/ 295,412,298 

      ordinary shares)(sen)
	             (7.97)
	            1.94
	               (6.62)
	               6.67

	
	
	
	
	
	
	

	
	
	                   Remarks : Included in minority interests is an accrual made for dividend in respect of Cumulative Redeemable

                                    Preference Shares issued by a subsidiary company, Timbang Makmur Sdn Bhd, amounting to 

                                    RM11.3 million  


	
	
	
	

	CONSOLIDATED BALANCE SHEET
	
	
	

	
	
	AS AT
	
	AUDITED

	
	
	END OF
	
	FINANCIAL

	
	
	CURRENT
	
	STATEMENTS

	
	
	QUARTER
	
	YEAR ENDED

	
	
	30/6/2001
	
	31/12/2000

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	1
	Investment properties
	221,180
	
	220,907

	2
	Property, plant and equipment
	477,100
	
	484,938

	3
	Real property assets
	134,773
	
	151,571

	4
	Hotel properties and exhibition centre
	563,006
	
	562,776

	5
	Long term receivable
	28,381
	
	22,508

	
	
	
	
	

	6
	Investment in associated companies
	181,934
	
	191,427

	
	
	
	
	

	7
	Other investments
	8,279
	
	8,279

	
	
	
	
	

	8
	Goodwill on consolidation
	6,402
	
	6,404

	
	
	
	
	

	9
	Current assets
	
	
	

	
	     Inventories
	8,497
	
	7,209

	
	     Development properties 
	141,860
	
	141,917

	
	     Construction work-in-progress
	6,152
	
	-

	
	     Trade receivables
	112,273
	
	130,989

	
	     Other receivables 
	133,663
	
	167,900

	
	     Deposit with licensed banks
	20,159
	
	24,389

	
	     Cash and bank balances
	35,193
	
	16,280

	
	
	457,797
	
	488,684

	10
	Current liabilities
	
	
	

	
	     Trade payables
	90,786
	
	98,355

	
	     Other payables
	109,057
	
	102,416

	
	     Short term borrowings
	493,518
	
	545,713

	
	     Provision for taxation
	93,923
	
	95,997

	
	     Proposed dividend
	13,494
	
	13,494

	
	
	800,778
	
	855,975

	
	
	
	
	

	11
	Net current liabilities
	(342,981)
	
	(367,291)

	
	
	
	
	

	
	
	1,278,074
	
	1,281,519


	CONSOLIDATED BALANCE SHEET
	
	
	

	
	
	AS AT
	
	AUDITED 

	
	
	END OF
	
	FINANCIAL

	
	
	CURRENT
	
	STATEMENT

	
	
	QUARTER
	
	YEAR ENDED

	
	
	30/6/2001
	
	31/12/2000

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	12
	Shareholders' funds
	
	
	

	
	Ordinary shares
	275,699
	
	275,699

	
	Cumulative Redeemable Preference Shares
	19,048
	
	19,048

	
	Reserves
	
	
	

	
	     Share premium
	228,662
	
	228,662

	
	     Retained profit
	242,010
	
	260,272

	
	     Exchange reserve
	1,150
	
	978

	
	     Reserve on consolidation
	1,554
	
	1,554

	
	
	473,376
	
	491,466

	
	
	
	
	

	13
	Minority interests
	359,215
	
	347,145

	
	
	
	
	

	14
	Long term borrowings
	41,083
	
	44,596

	
	
	
	
	

	15
	Other long term liabilities
	104,801
	
	99,453

	
	
	
	
	

	16
	Deferred taxation
	4,852
	
	4,112

	
	
	
	
	

	
	
	1,278,074
	
	1,281,519

	
	
	
	
	

	
	
	
	
	

	17
	Net tangible assets per share (RM)
	2.07
	
	2.14


1
Accounting Policies

The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual audited financial statements of Country Heights Holdings Berhad (‘CHHB’) for the year ended 31 December 2000. The accounting policies comply with approved accounting standards issued by the Malaysian Accounting Standards Board in all material respects.

2 Exceptional Items

	
	Quarter 2
	Cumulative Quarter

	
	Current

30/6/2001

RM’000
	Preceding

30/6/2000

RM’000
	Current

30/6/2001

RM’000
	Preceding

30/6/2000

RM’000

	Guaranteed sum receivable from affiliated companies on :

· MIEC *

· Acquisition of various property and leisure related interests and assets **
	-

3,089
	2,217

3,751
	-

7,674
	7,000

8,041

	Write-off of bidding expenses in respect of the unsuccessful bid for the Millennium Dome.
	-
	(1,880)
	-
	(1,880)

	
	3,089
	4,088
	7,674
	13,161


* The sum receivable represents the shortfall in profit guaranteed pursuant to the sales and purchase agreement entered into between the vendor and a subsidiary of the CHHB for the acquisition of the entire issued and paid up capital of Mines International Exhibition Centre Sdn Bhd (‘MIEC’).

** The sum receivable represents the shortfall in profit guaranteed arising from the acquisition of various property and leisure related interests and assets.

3 Extraordinary items

There were no extraordinary items during the financial period under review.

4 Taxation

Taxation comprises :

	
	Quarter 2
	Cumulative Quarter

	
	Current

30/6/2001

RM’000
	Preceding

30/6/2000

RM’000
	Current

30/6/2001

RM’000
	Preceding

30/6/2000

RM’000

	Malaysian taxation

· current period

· deferred
	863

180
	1,620

-
	4,341

180
	3,006

-

	Share of taxation of associated companies
	329
	(314)
	222
	(314)

	
	1,372
	1,306
	4,743
	2,692


The effective rate of taxation for the Group is higher than the statutory tax rate as losses of certain subsidiary companies cannot be set off against profits made by other subsidiary companies.

5 Sale of Unquoted Investments/ Properties

There were no profits or losses arising from the disposal of its entire equity interest in an associated company during the financial period under review.

6 Purchase and Sale of Quoted Securities

(a)
There were no purchase or sale of quoted securities during the financial period under review.

(b) Investments in quoted securities as at 30 June 2001 are as follows: -

	
	RM

	Total investments at cost 
	5,913,902

	Total investments at carrying value/ book value 

(after provision for diminution in value)
	5,440,632



	Total investment at market value at end of reporting period
	1,626,677


7 Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial period under review except for the disposal of its entire equity interest in an associated company, Carster World Sdn Bhd, on 18 May 2001.

CHHB has acquired 100% of the issued and paid up capital of Country Heights Dot Com Sdn Bhd (formerly known as Asia Bee Dot Com Sdn Bhd) comprising 2 ordinary shares of RM1.00 each at par for a cash consideration of RM2.00 on 28 September 2000.

Country Heights Dot Com Sdn Bhd will be used as a vehicle to set up a Country Heights e-centre to utilise available information and communication technology to enhance the sale and marketing functions in the Group.

The nature of the internet related e-commerce activity is to be an online brochure and retailer of the Group’s products and services.

7 Changes in the Composition of the Group (continued)
The company is in the process of developing interactive websites for the Group’s products and has developed promotional materials and mass electronical communication. The company has completed Club Tourtoise website on www.clubtourtoise.com.

8 Status of Corporate Proposals

a
Proposed Disposal of RM50,000,000 Nominal Value of ICULS in Sunrise Bhd to Tan Sri Lee Kim Yew and Proposed Option Agreement for Tan Sri Lee Kim Yew to Purchase the Remainder of RM39,000,000 Nominal Value Of ICULS in Sunrise



Bumiputra Merchant Bankers Berhad was appointed to act in respect of the corporate proposal.



The Proposals will be conditional upon the following approvals being obtained from:

· The Board of Directors of CHHB for the disposal of ICULS; obtained on 16 June 1999.

· The Board of Directors of Sunrise for the transfer of ICULS; obtained on 30 September 1999.

· The shareholders of CHHB obtained on 21 August 1999.

· The Foreign Investment Committee.  Proposal submitted on 13 September 1999; approval obtained on 20 November 1999.

Tan Sri Lee Kim Yew (‘the Purchaser’) has confirmed his intention to purchase the remainder of RM39,000,000 nominal value of ICULS in Sunrise Bhd on 30 March 2000. The Purchaser has applied for several extensions for the settlement of the balance on the purchase consideration of the Sunrise ICULS. The principal sum for RM50,000,000 tranche was finally settled on 27 April 2001. With respect to late payment interest calculated at the rate of 9.5% per annum payable by the Purchaser,  the Audit Committee as well as the Board of Directors of CHHB have deliberated and approved the waiver of interest amounting to RM2,000,000 on 27 July 2001. The remaining interest payable of RM1,374,114 was subsequently fully settled by the purchaser on 28 July 2001.

The remaining RM39,000,000 tranche was extended to 31 March 2002 with an option to extend for a further one year to 31 March 2003.

8     Status of Corporate Proposals (continued)
b
Proposed Bonus Issue, Rights Issue And Special Issue of New Ordinary Shares in CHHB
· RHB Sakura Merchant Bankers Berhad was appointed to act in respect of the corporate proposal.

· KPMG Corporate Services Sdn Bhd was appointed to act as Independent Advisor to the minority shareholders of CHHB.

· CHHB’s shareholders’ approval was obtained on 30 August 2000.

· MITI’s approval obtained on 1 September 2000

· FIC’s approval obtained on 12 September 2000

· SC’s approval obtained on 2 October 2000

Approval-in-principle from KLSE was obtained for CHHB’s additional shares listing application on 21 November 2000.

· Proposed revised rights issue was announced on 13 February 2001.

   The Securities Commission has approved the above proposals vide its letter dated 6 April 2001.

   With the receipt of the SC’s approval, the Proposed Revisions remain conditional upon: -

i. The approval from the shareholders of the Company; and

ii. The waiver to be granted by the SC to Country Heights Venture Sdn Bhd (“CHVSB”) and parties acting in concert with CHVSB (“Concerted Parties”) exempting them from their obligation under Rule 6 of Malaysian Code of Takeovers and Merges, 1998, to extend a mandatory general offer for the Company’s Shares, which obligation may arise pursuant to CHVSB’ s subscription of its entitlement and the Rights Share which are not taken up by other entitled shareholders of the Company pursuant to the Proposed Revised Rights Issue. 

8     Status of Corporate Proposals (continued)
b
Proposed Bonus Issue, Rights Issue And Special Issue of New Ordinary Shares in CHHB (continued)

Further to the SC’s letter dated 6 April 2001 above, SC has indicated to the Company that it will consider granting the proposed waiver but subject to inter-alia: -

· Approval of the shareholders of the Company.

· Competent independent advice being provided to the shareholders of the Company. Hwang DBS Securities Berhad was subsequently appointed as an Independent Adviser on 20 June 2001. The appointment was approved by SC on 12 July 2001; and

· The Concert Parties furnishing an undertaking to the SC that they have not purchased any of the Company’s shares in the 6 months prior to the posting of the shareholders of the Company but subsequent to the negotiation, discussion, understanding or agreement with the Directors of the Company in relation to the Proposed Revised Rights Issue until the grant of the Proposed Waiver by the SC. 

8     Status of Corporate Proposals (continued)
c
Proposed Acquisition of 100% Stake in Mega Palm Sdn Bhd (‘MPSB’) ; and Proposed  

       Settlement

Arab-Malaysian Merchant Bank Berhad was appointed to act in respect of the corporate proposal.

The corporate proposal was submitted to Securities Commission (“SC”) on 14 February 2001.

On 10 July 2001, 

(i) FIC’s approval on the abovementioned acquisition was obtained on the condition that CHHB increases the Bumiputera equity to at least 20% of the total paid up of the Company before 31 December 2001.

(ii) SC has approved the above proposal except for the following :

- the proposed settlement between Affin Merchant Bank Berhad, MPSB, CHHB and Avenue Assets Berhad (‘AAB’) is to be by way of issuance of up to RM135 million nominal amount of 0% - 8% Redeemable Convertible Secured Loan Stock 2001/ 2006 (‘RCSLS’) at 100% of the nominal value of RCSLS by CHHB and the payment of RM65 million by AAB to the TL Lenders as opposed to the originally proposed issuance of RM220 million nominal amount of RCSLS by CHHB to the TL Lenders.

The proposals are still subjected to the following approvals: -

(i) Appeal to SC’s decision on 10 July 2001 with regards to the variation to the proposed settlement and instead proposed a settlement by way of issuance of RM200 million nominal amount of RCSLS at 100% of the nominal value by CHHB to the TL Lenders

(ii) Shareholders of CHHB at an EGM to be convened;

(iii) Shareholders of Avenue Assets Berhad at an EGM to be convened;

(iv) KLSE for the listing of and quotation for the new ordinary shares to be issued upon conversion of the Redeemable Convertible Secured Loan Stocks 2001/2006 (“RCSLS”); and

(v) Any other relevant authorities.

9 Issuance or Repayment of Debt and Equity Securities

There has been no new issuance and repayment of debt and equity securities, no share buy back, share cancellations, share held as treasury shares and resale of treasury shares for the current quarter and financial year to date other than the partial redemption of Bonds amounting to RM50,000,000 on 6 May 2001. On 4 May 2001, CHHB had obtained the approval of the Bondholders to extend the tenure of the Bonds for 8 months so that the maturity date as defined in the Trust Deed dated 26 April 1996 (as amended) of the Bonds was deferred from 6 May 2001 to 31 December 2001. The coupon rate of the remaining balance of the RM200,000,000 Bonds was revised from 3% per annum to 6% per annum.

10 Borrowings
	

	Short term
	Long term
	          Total

	Secured :

  Bank overdrafts

  Revolving credits

  Hire purchase and lease creditors

  Term loan

   - Ringgit Malaysia

   - South African Rand

  Redeemable bonds 1996/ 2001
	RM’000

16,617

116,372

1,358

6,805

-

200,000
	RM’000

-

-

1,079

34,842

5,162

-
	RM’000

16,617

116,372

2,437

41,647

5,162

200,000

	Total secured borrowings
	341,152
	41,083
	382,235

	
	
	
	

	Unsecured :

  Bank overdrafts

   - Ringgit Malaysia

   - South African Rand

  Revolving credits

   - Ringgit Malaysia

   - South African Rand
	40,505

6,861

92,916

12,084
	-

-

-

-
	40,505

6,861

92,916

12,084

	Total unsecured borrowings
	152,366
	-
	152,366

	
	
	
	

	Borrowings denominated in Ringgit Malaysia
	474,573
	35,921
	510,494

	Borrowings denominated in South African Rand
	18,945
	5,162
	24,107

	Total borrowings as at 30 June 2001
	493,518
	41,083
	534,601


     All borrowings are denominated in Ringgit Malaysia unless indicated otherwise.

11 Contingent Liabilities

There are no contingent liabilities (other than a material litigation as disclosed in Note 13) as at the date of the quarterly report.

12 Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risk as at the date of the quarterly report.

13 Material Litigation

There is no material litigation as at the date of issue of the quarterly report except for the following:

(i) On 18 July 2001, Output Combination Sdn Bhd (‘OCSB’), an indirect wholly owned subsidiary of CHHB, was served with a Writ of Summons dated 22 June 2001 in the High Court of Malaya at Kuala Lumpur. 

The plaintiff, Protemp Exhibitions Sdn Bhd, as exhibition managers of Malaysia Furniture Export Exhibition 99 (‘MAFEX 99’) has allegedly claimed that Persatuan Peniaga-peniaga Perabut Muar, Johor (the first defendant) and OCSB (the second defendant), both as Joint Organisers, are in breach of the provisions of the appointment agreement and has wrongfully terminated the appointment agreement and the plaintiff’s appointment as exhibition managers for MAFEX 2001 and MAFEX 2002, thus causing loss and damage to the plaintiff.

The plaintiff’s alleged claims are loss of management fee and commission amounting to RM300,000 and RM865,375.86 respectively plus general damages, interest costs, and other incidental costs which the Court may deem fit. OCSB will be filing its appearance, defence and counterclaim to the writ in due course upon consultation with its solicitors.

14 Segmental Information for the Current Financial Year to Date

The revenue, results and total assets employed by the Group analysed by industry segments are as follows:

	
	Revenue

RM’000
	Profit/ (loss)

before taxation

RM’000
	Total assets

employed

RM’000

	Malaysian operations:

   Property development and construction

   Property investment & management

   Share of losses in associated companies

   Others
	121,003

66,659

-

489
	14,234

(4,978)

(8,830)

1,591
	305,507

1,474,769

181,934

55,457

	Foreign operations:
	
	
	

	   Property development
	6,010
	(3,227)
	61,185

	
	194,161
	(1,210)
	2,078,852


15 Material Changes in the Quarterly Results as Compared with the Preceding Quarter

The decline in performance in the current quarter is mainly due to :

(a) decrease in share of results of associated companies amounting to RM8.3 million. The share of losses for the current quarter includes CHHB’s share of write off of pre-operating expenses and CHHB’s share of post operating expenses of London International Exhibition Centre Holdings Limited (‘LIEC(H)’) amounting to RM5.2 million and RM4.7 million respectively. LIEC(H), an associated company of Nusa Pasifik Sdn Bhd, commenced operations recently resulting in the pre-operating expenses of LIEC(H), which were earlier capitalised, to be written off.

(b) higher operating losses from property management division which is in line with the overall depressed market sentiments, selective consumer spending and a slowing global economy. This is consistent with a lower revenue of RM29.8 million achieved by the division in the current quarter as compared to RM36.9 million in the preceding quarter.

15
Material Changes in the Quarterly Results as Compared with the Preceding Quarter 

     (continued)

(c) included in the minority interests is an accrual made for dividend in respect of Cumulative 

     Redeemable Preference Shares issued by a subsidiary company, Timbang Makmur Sdn Bhd 

     amounting to approximately RM11.3 million.

16 Review of Performance 

The decline in performance is mainly due to :

(a)  increase in share of losses in associated companies as explained earlier in note 15,

(b) decrease in the guaranteed sum receivable on the shortfall in profit guarantee, 

(c) increase in operating losses from property management and investment division, and

(d) accrual made for dividend in respect of Cumulative Redeemable Preference Shares issued by a 

     subsidiary company as explained earlier in note 15.

17 Subsequent event

There are no material events subsequent to 30 June 2001 that will affect the financial results of the financial period under review.

18 Seasonality or Cyclicality of Operations

There is no seasonality or cyclicality of operations.

19 Current Year Prospects     

The Group expects the second half of 2001 to be challenging and difficult. Nevertheless, the Group will be cautious and will continuously strive to maintain the competitiveness of our businesses. 

20 Variance on Forecast Profit/ Profit Guarantee 
Not applicable in this quarterly report.

21 Dividend

Not applicable in this quarterly report.

By Order of the Board

Ng Nyi Hong

Director
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