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	COUNTRY HEIGHTS HOLDINGS BERHAD (119416-K)

	QUARTERLY REPORT ANNOUNCEMENT

	
	
	
	
	
	
	

	       Quarterly report on consolidated results for the first quarter ended 31 March 2003. 

	       The figures have not been audited.
	
	
	
	

	
	
	
	
	
	
	

	       CONDENSED 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

	
	
	
	31/3/2003
	31/3/2002
	31/3/2003
	31/3/2002

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

	
	
	
	
	
	
	

	1
	(a)
	Revenue
	68,138
	83,116
	68,138
	83,116

	
	
	
	
	
	
	

	
	(b)
	Cost of sales
	(31,858)
	(49,657)
	(31,858)
	(49,657)

	
	
	
	
	
	
	

	
	(c)
	Gross profit
	36,280
	33,459
	36,280
	33,459

	
	
	
	
	
	
	

	
	(d)
	Other operating income 
	2,684
	3,977
	2,684
	3,977

	
	
	
	
	
	
	

	
	(e)
	Selling and distribution expenses
	(3,099)
	(7,238)
	(3,099)
	(7,238)

	
	
	
	
	
	
	

	
	(f)
	Administrative expenses
	(2,742)
	(2,958)
	(2,742)
	(2,958)

	
	
	
	
	
	
	

	
	(g)
	Staff cost
	(10,911)
	(11,818)
	(10,911)
	(11,818)

	
	
	
	
	
	
	

	
	(h)
	Depreciation
	(6,639)
	(6,662)
	(6,639)
	(6,662)

	
	
	
	
	
	
	

	
	(i)
	Other operating expenses
	(4,638)
	(4,769)
	(4,638)
	(4,769)

	
	
	
	
	
	
	

	
	(j)
	Profit from operations
	10,935
	3,991
	10,935
	3,991

	
	
	
	
	
	
	

	
	(k)
	Finance costs
	(16,637)
	(14,390)
	(16,637)
	(14,390)

	
	
	
	
	
	
	

	
	
	
	(5,702)
	(10,399)
	(5,702)
	(10,399)

	
	
	
	
	
	
	

	
	(l)
	Share of results of associated
	(446)
	1,221
	(446)
	1,221

	
	
	companies
	
	
	
	


	
	
	
	
	
	
	

	
	
	
	         INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	
	
	CURRENT
	 PRECEDING YEAR 
	CURRENT
	 PRECEDING YEAR 

	
	
	
	YEAR
	 CORRESPONDING  
	YEAR
	 CORRESPONDING  

	
	
	
	QUARTER
	 QUARTER 
	TO DATE
	PERIOD

	
	
	
	31/3/2003
	31/3/2002
	31/3/2003
	31/3/2002

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

	
	
	
	
	
	
	

	
	(m)
	Loss before taxation
	(6,148)
	(9,178)
	(6,148)
	(9,178)

	
	
	
	
	
	
	

	
	(n)
	Taxation
	(1,140)
	(2,017)
	(1,140)
	(2,017)

	
	
	
	
	
	
	

	
	(o)
	Loss after taxation
	(7,288)
	(11,195)
	(7,288)
	(11,195)

	
	
	
	
	
	
	

	
	(p)
	Minority interest
	17
	33
	17
	33

	
	
	
	
	
	
	

	
	(q)
	Net loss for the period
	(7,271)
	(11,162)
	(7,271)
	(11,162)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	(r)
	Basic loss per ordinary share 
	(2.64)
	(4.05)
	(2.64)
	(4.05)

	
	
	(sen)
	
	
	
	

	
	
	
	
	
	
	

	
	(s)
	Diluted loss per ordinary share 
	NA
	NA
	NA
	NA

	
	
	(sen)
	
	
	
	


        (The Consolidated Income Statement should be read in conjunction with the Audited Financial Statements  

          for the year ended 31 December 2002)

	CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	AS AT
	
	

	
	
	END OF
	
	AUDITED

	
	
	CURRENT
	
	FINANCIAL

	
	
	QUARTER
	
	STATEMENTS

	
	
	(unaudited)
	
	YEAR ENDED

	
	
	31/3/2003
	
	31/12/2002

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	1
	Investment properties
	215,122
	
	215,122

	2
	Property, plant and equipment
	433,350
	
	439,088

	3
	Real property assets
	134,829
	
	134,409

	4
	Hotel properties and exhibition centre
	898,840
	
	898,840

	5
	Long term receivable
	19,683
	
	19,683

	
	
	
	
	

	6
	Investment in associated companies
	93,777
	
	94,223

	
	
	
	
	

	7
	Other investments
	4,674
	
	4,674

	
	
	
	
	

	8
	Goodwill on consolidation
	1,909
	
	2,033

	
	
	
	
	

	9
	Current assets
	
	
	

	
	     Inventories
	58,061
	
	61,055

	
	     Development properties 
	191,726
	
	186,884

	
	     Construction work in progress
	-
	
	652

	
	     Trade and other receivables
	246,819
	
	241,094

	
	     Bank balances held in trust
	80,091
	
	73,246

	
	     Deposits, bank and cash balances
	30,938
	
	62,741

	
	
	607,635
	
	625,672

	10
	Current liabilities
	
	
	

	
	     Trade and other payables
	312,507
	
	344,315

	
	     Short term borrowings
	243,550
	
	277,902

	
	     Provision for taxation
	88,105
	
	89,790

	
	
	644,162
	
	712,007

	
	
	
	
	

	11
	Net current liabilities
	(36,527)
	
	(86,335)

	
	
	
	
	

	
	
	1,765,657
	
	1,721,737


	CONDENSED CONSOLIDATED BALANCE SHEET

	
	
	AS AT
	
	

	
	
	END OF
	
	AUDITED 

	
	
	CURRENT
	
	FINANCIAL

	
	
	QUARTER
	
	STATEMENT

	
	
	(unaudited)
	
	YEAR ENDED

	
	
	31/3/2003
	
	31/12/2002

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	12
	Share capital
	275,699
	
	275,699

	13
	Reserves
	380,082
	
	387,500

	14
	Shareholders’ equity
	655,781
	
	663,199

	
	
	
	
	

	15
	Minority interests
	10,514
	
	10,531

	
	
	
	
	

	16
	Long term borrowings
	990,657
	
	941,075

	
	
	
	
	

	17
	Other long term liabilities
	80,756
	
	79,403

	
	
	
	
	

	18
	Deferred taxation
	27,949
	
	27,529

	
	
	
	
	

	
	
	1,765,657
	
	1,721,737

	
	
	
	
	

	
	
	
	
	

	19
	Net tangible assets per share (RM) 
	2.37
	
	2.40

	
	
	
	
	


       
        (The Consolidated Balance Sheet should be read in conjunction with the Audited 

                             Financial Statements for the year ended 31 December 2002)

	
	
	

	CONDENSED CONSOLIDATED CASH FLOW STATEMENT
	
	

	
	
	

	
	Period ended
	

	
	31/3/2003
	

	
	RM’000
	

	
	
	

	Loss before taxation and minority interest
	(6,148)
	

	
	
	

	Adjustments for:
	
	

	- Non cash items
	6,763
	

	- Non operating items (which are investing/ financing)
	446
	

	
	
	

	Operating profit before changes in working capital
	1,061
	

	
	
	

	- Net change in current assets
	(7,341)
	

	- Net change in current liabilities
	(25,633)
	

	
	
	

	Cash (used in)/ generated from operations
	(31,913)
	

	
	
	

	- Deferred income
	1,213
	

	- Interest paid
	(5,187)
	

	- Tax paid
	(3,253)
	

	
	
	

	Net cash flows (used in)/ generated from operating activities
	(39,140)
	

	
	
	

	Investing activities
	
	

	- Increase in balances held in trust, sinking fund, HDA a/c
	(2,731)
	

	- Other investments
	(901)
	

	Net cash (used in)/ generated from investing activities
	(3,632)
	

	
	
	

	Financing activities
	
	

	- Borrowings
	47,215
	

	Net cash generated from/ (used in) financing activities
	47,215
	

	
	
	

	Exchange reserve fluctuation
	(147)
	

	
	
	

	Net increase in cash and cash equivalents
	4,296
	

	
	
	

	CASH AND CASH EQUIVALENTS BROUGHT FORWARD
	(3,085)
	

	
	
	

	CASH AND CASH EQUIVALENTS CARRIED FORWARD
	1,211
	

	
	
	

	
	
	

	
	
	

	
	
	

	CONDENSED CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
	

	
	
	

	
	31/3/2003
	

	
	RM’000
	

	
	
	

	Cash and cash equivalents consist of:
	
	

	Bank balances held in trust
	80,091
	

	Cash and bank balances
	30,938
	

	
	111,029
	

	Bank overdrafts
	(25,553)
	

	Less : Deposits pledged and sinking fund account
	(2,173)
	

	           Deposits placed pursuant to Housing Developers
	(2,001)
	

	                (Housing Development Account) Regulation 1991
	
	

	           Bank balances held in trust
	(80,091)
	

	
	1,211
	


                  (The Consolidated Cash Flow Statement should be read in conjunction with the Audited 

                    Financial Statements for the year ended 31 December 2002)

	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	For the period ended 31 March 2003
	

	
	
	
	
	
	
	
	

	
	Share
	Distributable
	                             Non-distributable reserves   

	
	capital
	reserve
	
	
	
	
	

	
	Ordinary
	Retained
	Share
	Reserve on
	Revaluation
	Exchange
	

	
	shares
	profits
	premium
	consolidation
	reserve
	reserve
	Total

	
	RM‘000
	RM‘000
	RM‘000
	RM‘000
	RM‘000
	RM‘000
	RM‘000

	
	
	
	
	
	
	
	

	At 1 January 2002
	275,699
	103,195
	57,232
	59,788
	319,042
	(6,581)
	808,375

	
	
	
	
	
	
	
	

	Net loss for the year
	-
	(142,009)
	-
	-
	-
	-
	(142,009)

	Dividend
	-
	(3,970)
	-
	-
	-
	-
	(3,970)

	Crystalisation of profit guarantee
	-
	-
	-
	699
	-
	-
	699

	Translation gain
	-
	-
	-
	-
	-
	104
	104

	As at 31 December 2002
	275,699
	(42,784)
	57,232
	60,487
	319,042
	(6,477)
	663,199

	
	
	
	
	
	
	
	

	Net loss for the period
	-
	(7,271)
	-
	-
	-
	-
	(7,271)

	Translation loss
	-
	-
	-
	-
	-
	(147)
	(147)

	As at 31 March 2003
	275,699
	(50,055)
	57,232
	60,487
	319,042
	(6,624)
	655,781

	
	
	
	
	
	
	
	


   (The Consolidated Statement of Changes in Equity should be read in conjunction with the Audited Financial   

     Statements for the year ended 31 December 2002)

1 (a) 
Accounting Policies

The quarterly report has been prepared in accordance with MASB 26 ‘Interim Financial Reporting’ and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are followed in the quarterly report as compared with the most recent annual audited financial statements of Country Heights Holdings Berhad (‘CHHB’) for the year ended 31 December 2002.

(b) Audit Opinion on 2001 Financial Statements

The audit opinion on CHHB’s 2002 financial statements were not qualified by the auditors.

(c) Seasonality or Cyclicality of Operations

There is no seasonality or cyclicality of operations.

(d) Exceptional/ Extraordinary items

There were no exceptional/extraordinary items during the period under review.

      (e) Change in Estimate

There were no major changes in method of estimating during the period under review.


(f) 
Issuance or Repayment of Debt and Equity Securities

There were no issuance or repayment of debt or equity securities during the period under review.

(g) Dividends paid

There were no dividends paid during the period under review.

(h) Segmental Information for the Current Financial Year to Date

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

	
	Property
	
	Hotel 
	Exhibition
	Leisure
	Rental
	
	
	

	
	development
	Construction
	operations
	operations
	operations
	operations
	Others 
	Elimination
	Total

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

	Revenue
	
	
	
	
	
	
	
	
	

	Group total
	      24,587 
	           -   
	      17,982 
	      6,609 
	      8,471 
	      8,593 
	      3,935 
	      (2,039)
	68,138

	Intersegment
	      (1,112)
	           -   
	           (76)
	           -   
	         (28)
	       (670)
	       (153)
	       2,039 
	            -   

	External
	      23,475 
	           -   
	      17,906 
	      6,609 
	      8,443 
	      7,923 
	      3,782 
	            -   
	68,138

	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	

	Segment results - external
	2,727
	(485)
	5,032
	874
	166
	1,869
	59
	-
	      10,242 

	Unallocated corporate expenses
	
	
	
	
	
	
	
	
	           (67)

	Interest income
	
	
	
	
	
	
	
	
	          760 

	Profit from operations
	
	
	
	
	
	
	
	
	      10,935 

	Finance costs
	
	
	
	
	
	
	
	
	     (16,637)

	Share of results of associated companies
	
	
	
	
	
	
	
	
	         (446)

	Loss before taxation
	
	
	
	
	
	
	
	
	      (6,148)

	Taxation
	
	
	
	
	
	
	
	
	      (1,140)

	Minority interest
	
	
	
	
	
	
	
	
	17

	Loss for the period
	
	
	
	
	
	
	
	
	      (7,271)


(i) 
Valuation of property, plant and equipment

There were no new revaluation of property, plant & equipment during the period under review. Included in the balance sheet are the following assets which are carried at revalued amounts from revaluations made in previous years:

	At valuation
	RM’000

	- Hotel properties and exhibition centre
	898,840

	- Property, plant and equipment
	22,383

	  Total
	921,223



 (j) 
Subsequent event

There is no material event subsequent to 31 March 2003 that has not been reflected in the quarterly report for the period except for the disposal of Country Heights Brickfields College Sdn Bhd (‘CHBC’), a subsidiary company, for a purchase consideration of RM3 million on 22 April 2003. 
       (k)
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 CHBC as mentioned under note 1(j). The disposal has resulted in a gain on disposal of RM4,006,740 at Group level. CHBC’s principal business was the provision of education services but it had ceased business in 2001. 

        (l)
 Contingent Liabilities / Assets

There are no material contingent liabilities except as disclosed in note 2(k) (i) and no contingent assets except as disclosed in note 2 (k) (iii) as at the date of this quarterly report.

2 (a) 
Review of To Date Performance (against previous year)

The lower turnover is mainly due to lower turnover recorded from the construction division as the infrastructure and office building contracts in Cyberjaya are nearing completion. Despite a lower turnover, the Group managed to record a lower cumulative pre-tax loss in the current year as compared to the previous corresponding period. The lower loss is mainly attributable to higher contribution from the Palace of Golden Horses Hotel (‘PGH’) and the progressive recognition of profits from the Country Heights Damansara Project in accordance to actual percentage of work completed. PGH was one of the participants for the recent Non-Alignment Movement (‘NAM’) Summit held in Malaysia recently. 

     (b) Material Changes in the Quarterly Results as Compared with the Immediate 
Preceding Quarter

The Group recorded better results in the current quarter as compared to the immediate preceding quarter. The results of the immediate preceding quarter have been overshadowed by an impairment loss of RM5.9 million relating to a project in Port Dickson, Negeri Sembilan as well as the provision for diminution in value of its investment of RM71.8 million in the Group’s associated company, Nusa Pasifik Sdn Bhd. The provision for diminution in value was made in view of continued losses suffered by Nusa Pasifik Sdn Bhd’s exhibition operations in United Kingdom.

(c) 
Current Year Prospects 

The double blow of the Iraq war and the deadly Severe Acute Respiratory Syndrome (‘SARS’) in recent months has cast uncertainties over the economy particularly the tourism industry whereby domestic travel were slashed by some 60%. This worrying trend has led our Prime Minister, Datuk Seri Dr Mahathir Mohamad to announce a RM8.1 billion growth plan to generate economic activities by mobilizing domestic sources of growth, boosting consumption and encouraging investments. The Group is already embarking on the necessary plan of actions to counter this negative impact.  

Although the property overhang situation in Malaysia continues to depress the property market in general, the Group expects to perform better in its property development division in 2003 with the expected launching of a new project adjacent to Country Heights Kajang. With our expertise and experience in the development of high end and strategically located development projects, we are confident of adding yet another successful project. We also anticipate the completion of development activities at the Country Heights Damansara Project in 2003 which will contribute significantly to our results. To date, we have achieved sales of over RM300 million for the Country Heights Damansara Project.

(d) 
Variance on Forecast Profit/ Profit Guarantee 

Not applicable.

      (e) 
Taxation

Taxation comprises:

	
	Quarter 1
	Cumulative Quarter

	
	Current

31/3/2003

RM’000
	Preceding

31/3/2002

RM’000
	Current

31/3/2003

RM’000
	Preceding

31/3/2002

RM’000

	Malaysian taxation 

· current period

· deferred tax
	720

420
	1,675

-
	720

420
	1,675

-

	Share of taxation of associated 

      companies
	-
	342
	-
	342

	
	1,140
	2,017
	1,140
	2,017


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.

(f) 
Sale of Unquoted Investments/ Properties

There were no sale of unquoted investments/ properties during the period under review except for the disposal of CHBC as mentioned under note 1(j).

(g)
 Purchase and Sale of Quoted Securities

(i)
There were no purchase of quoted securities during the period under review.

(g) Purchase and Sale of Quoted Securities (continue)
(ii) Investments in quoted securities as at 31 March 2003 are as follows: 

	
	RM’000

	Total investments at cost 
	4,479

	Total investments at carrying value/ book value (after provision for diminution in value)
	4,006

	Total investment at market value at end of reporting period
	766


No further provision for diminution is made to take into account the decline in value of investments in quoted securities as these investments are held for long term and the decline in value is deemed temporary.

(h) 
Status of Corporate Proposals  

(i) 
Proposed Rights Issue, Special Issue and Bonus Issue of new ordinary shares in CHHB
The Company has proposed a Rights Issue, Special Issue and Bonus Issue of new ordinary shares in CHHB. The Proposed Rights Issue of up to 401,176,000 new ordinary shares of RM1 each is on a basis of one Rights Issue share for every one existing ordinary share held, at an indicative issue price of RM1 each. The Special Issue of 100,000,000 new ordinary shares of RM1 each at an indicative price of RM1 each will be made to Bumiputra investors approved by the Ministry of International Trade and Industry (‘MITI). The Proposed Bonus Issue shares will be issued as fully paid shares of RM1 each on the basis of one Bonus Issue share for every two Rights Issue shares and one Bonus Issue share for every two Special Issue shares.

Based on the existing issued and fully paid-up share capital of 275,699,400 ordinary shares of RM1 each, the number of Rights Issue shares that will be issued will amount to 275,699,400 ordinary shares, and the Bonus Issue shares to be issued for these Rights Issue shares will amount to 137,849,700. Together with the revised proposed Special Issue of 100,000,000 ordinary shares, the total number of new shares to be issued pursuant to these proposals will amount to 513,549,100 and the number of ordinary shares in the issued and paid up share capital will be 789,248,500. 

All necessary approvals for the Proposed Rights Issue, Special Issue and Bonus Issue of new ordinary shares in CHHB have been obtained, including the approval from shareholders of the Company in an EGM held on 6 November 2002. Due to the depressed stock market, the Directors have decided to hold in abeyance the above proposals.

(h)
Status of Corporate Proposals  (continue)

(ii)
Proposed Public Offering Exercise To Be Undertaken by Mines City Hotel Sdn Bhd

The Company has proposed a divestment of up to 49% interest in Mines City Hotel Sdn Bhd (‘MCH’), a wholly owned subsidiary of CHHB. The proposed divestment will be by way of a proposed public issue/ placement of up to 200,000,000 new MCH Shares at an indicative issue/ placement price of RM1.00 per MCH Share payable in full on application. MCH is the owner and operator of the Palace of the Golden Horses Hotel (‘PGH Hotel’). PGH Hotel is a five-star luxury hotel and conference centre situated within the Mines Resort City. The proceeds to be raised from this Proposed Public Offering will be mainly utilized by MCH to repay the RM250,000,000 nominal amount of 3% Redeemable Bonds 1996/2001 (‘Bonds’) and interests on the Bonds of which RM200,000,000 is outstanding, on behalf of CHHB, in order to secure the release of the charge on PGH Hotel. The proceeds from the issuance of the Bonds were earlier utilized primarily for the construction of PGH Hotel.

The Proposed Public Offering has been approved by the relevant authorities and shareholders of the Company and the Bondholders. The prospectus is pending the finalisation and approval of the SC. 

    
(h)
Status of Corporate Proposals  (continue)
(iii) 
Proposed Acquisition of 100% stake in Mega Palm Sdn Bhd (in receivership) and Proposed Settlement by way of issue of RM148.5 million nominal value of Redeemable Cumulative Secured Loan Stocks (‘RCSLS’).

Mega Palm owns the lands in relation to the Country Heights Damansara project. The proposed settlement between Affin Merchant Bank Berhad (representing itself and other Term Loan Lenders), Mega Palm Sdn Bhd, Avenue Assets Berhad (‘AAB’) and CHHB in respect of the settlement of all claims of the Term Loan Lenders relating to Mega Palm Sdn Bhd’s RM220,000,000 Term Loan, has been completed with the registration of the legal charges on the lands to secure the RM148,500,000 0% to 8% Redeemable Convertible Secured Loan Stock 2002/ 2007 (‘RCSLS’). The RCSLS have been issued by CHHB on 5 December 2002. 

The Receivers and Managers of Mega Palm Sdn Bhd have been discharged and the acquisition of Mega Palm and the proposed settlement are henceforth fully completed.

(i)
Borrowings

The Group borrowings and debt securities as at end of the current reporting period are:

	

	Short term
	Long term
	          Total

	Secured

  Bank overdrafts

   - local

  Revolving credits

   - local

  Term loan

   - local

   - foreign (South African Rand) 

   - foreign (New Zealand Dollar)

  Bonds

  Cumulative Redeemable Preference Shares *

  (‘CRPS’)  

  Redeemable Convertible Secured Loan Stock

  ( ‘RCSLS’)

  Deferred cash consideration
	RM’000

4,073

167,238

5,136

-

132

-

-

-

-
	RM’000

-

-

86,700

4,873

485

200,000

333,436

148,500

25,750
	RM’000

4,073

167,238

91,836

4,873

617

200,000

333,436

148,500

25,750

	Total secured borrowings
	176,579
	799,744
	976,323

	Unsecured

  Bank overdrafts

   - local

   - foreign (South African Rand)

  Revolving credits

   - local

  Hire purchase & lease creditors

  Cumulative Redeemable Preference Shares 
	13,472

8,008

44,800

691

-
	-

-

-

435

190,478
	13,472

8,008

44,800

1,126

190,478

	Total unsecured borrowings
	66,971
	190,913
	257,884

	Comprising: 
	
	
	

	Total borrowings as at 31 March 2003
	243,550
	990,657
	1,234,207

	Local borrowings
	235,410
	985,299
	1,220,709

	Foreign borrowings
	8,140
	5,358
	13,498


* 
CHHB has granted separate put options to two financial institutions which are secured over the Mines Shopping Fair and Mines Waterfront Business Park.   


                All borrowings are denominated in Ringgit Malaysia unless indicated otherwise.

(j) Off Balance Sheet Financial Instruments

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

(k) Pending Material Litigation

The pending material litigations are:

(i) 
In July 2001, a third party filed a claim against Output Combination Sdn Bhd, a wholly owned subsidiary of CHHB, as the second defendant for wrongful termination of its appointment as exhibition managers. The alleged claims are for loss of management fee and commission amounting to RM300,000 and RM865,376 respectively plus other damages. The Court has fixed the matter for further case management hearing on 23 July 2003.
(ii) 
Master Strike Sdn Bhd (‘Master Strike’), a wholly-owned subsidiary of CHHB, has in 1998 commenced action against a third party for the refund of a deposit sum of RM7,140,985 (‘the Deposit) paid by Master Strike as purchaser pursuant to a Sale and Purchase Agreement which was forfeited on the ground of non-completion of the SPA by Master Strike. The Court dismissed Master Strike’s claim with costs in October 2001. Master Strike has filed in a Notice of Appeal to the Court of Appeal and the hearing date for the appeal has not been fixed. 

(iii) Country Heights Sdn Bhd (‘CHSB’), a wholly-owned subsidiary of CHHB, has filed a claim against the Government for the compulsory acquisition of land at RM4,672,494. CHHB was awarded a sum of RM4,462,958. There is a current appeal by CHSB concerning an addition of 83 lots of land, which have been affected as a result of the compulsory land acquisition. This appeal involves a total claim of RM1,523,373.The matter is now fixed for mention on 11 March 2003. The relevant State Legal Advisor has proposed a certain sum as settlement and we have counter proposed another figure. We are now awaiting reply from the State Legal Advisor. The Court has fixed the next hearing date on 30 October 2003.

(k)  Pending Material Litigation (continue)

(iv) Affin Merchant Bank Berhad (‘AMBB’), the Plaintiff, acting as Facility Agent and Security Agent for Mega Palm Sdn Bhd’s  (‘MPSB’) RM220,000,000 term loan facility lenders, namely AMBB and certain other lenders (‘TL Lenders’), has commenced proceedings before the High Court of Malaya at Kuala Lumpur against MPSB and Avenue Assets Berhad (‘AAB’) for the repayment of an amount of approximately RM232.2 million being the amount outstanding pursuant to a Facility Agreement dated 5 December 1996. The case was adjourned pending out of court settlement.

AAB, AMBB (acting on instructions of the TL Lenders), MPSB and CHHB had on 14 November 2000 and 31 December 2001 respectively entered into a Settlement Agreement and a Supplemental Settlement Agreement, where the parties thereto had agreed to settle this suit and the principal sum owed by MPSB to the TL Lenders together with interest accruing thereon and all other sums or money outstanding in full.

The proposed settlement has been substantially completed as per note 2(h)(iii) and the Receivers and Managers of MPSB has been discharged on 29 April 2003. The case has been adjourned but has not yet been withdrawn by the term loan facility lenders.

(l)      Dividend

   Not applicable.

(m)    Loss per share

Basic loss per share is calculated by dividing the loss after taxation and minority interest of RM7.3 million by the weighted average number of ordinary shares in issue of 275,699,400 during the period under review.

By Order of the Board

Tan Sri Lee Kim Yew

Managing Director
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