COUNTRY HEIGHTS HOLDINGS BERHAD

EXPLANATORY NOTES FOR THE QUARTER ENDED 31 MARCH 2005
Part A - Explanatory Notes Pursuant to MASB 26


1 Accounting Policies

The quarterly report has been prepared in accordance with MASB 26 ‘Interim Financial Reporting’ and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 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 financial year ended 31 December 2004.
2  
      
Audit Opinion on 2004 Financial Statements

The auditors report on CHHB for the financial year ended 31 December 2004 was not qualified.

3
 
Seasonal or Cyclical Factors

The Group operations were not affected by any seasonal or cyclical factors.

 4
Unusual Items Due to Their Nature, Size or Incidence

There were no other unusual items affecting assets, liabilities, equity, net income or cash flows during the period under review.

5
Change in Estimate

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

6
Issuance or Repayment of Debt and Equity Securities

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


7
Dividends paid

There were no dividends paid during the period under review.

8 Segmental Information for the Current Period to Date
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31/3/2005 31/3/2004 31/3/2005 31/3/2004

RM’000 RM’000 RM’000 RM’000

Malaysian taxation 

- current period

          2,127           1,779           2,127           1,779 

- deferred tax

             710           1,469              710           1,469 

          2,837           3,248           2,837           3,248 

Shareoftaxationofassociated

companies

                 -              375                  -              375 
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3 months ended 3 months ended


9

Carrying Amount of Revalued Assets

The valuations of property, plant and equipment and investment properties have been brought forward without amendment from the financial statements for the year ended 31 December 2004.
10
 
Subsequent event

Further to our announcement dated 11 March 2004 pertaining to the Proposed Listing, the Securities Commission vide its letter dated 22 April 2005 has not approved the Proposed Listing. 
The Board of Directors of CHHB will deliberate on the next course of action to be taken including seeking other avenues to unlock the value of its property division with the aim of reducing its gearing and improving its cash flow.
11       
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current quarter and the period under review.
12     
Contingent Liabilities / Assets

A penalty of RM4.2 million was imposed by Majlis Perbandaran Subang Jaya on the late payment of the assessment in prior years. However, from the recent negotiations and subsequent amicable settlement with MPSJ, the penalty imposed will be deducted against cost of maintenance incurred by the Group in the past but subject to MPSJ’s verification and approval from the state authority.

There are no other material contingent liabilities except the above and as disclosed in note 23(a) and (b). No contingent assets except as disclosed in Note 23(d) as at the date of this report.

13 
Review of To Date Performance (against previous year)

The Group recorded lower revenue in current quarter/ period ended 31 March 2005 by RM42 million to RM57 million as compared to RM99 million in the period ended 31 March 2004. Lower revenue was recognized in the 1st quarter of 2005 as compared to 1st quarter of 2004 due to higher recognition of completion of work done in year 2004 mainly from the Country Heights Damansara Project.
The Group reported a loss before taxation in current quarter/ period ended 31 March 2005 of RM4 million against profit before taxation of RM5 million in the corresponding quarter/ period. The decrease is mainly due to softening of exhibition participants and also higher finance cost arising from Redeemable Convertible Secured Loan Stock – Series A 6% interest on RM420 million principal loan issued on 20 December 2004.
  14 
Material Changes in the Quarterly Results as Compared with the Immediate 
Preceding Quarter

The Group’s revenue for the current 1st quarter ended 31 March 2005 decreased by approximately RM20 million as compared to the 4th quarter 2004 ended 31 December 2004. The lower revenue was mainly due to higher recognition of work done in previous quarter from property development and lower floor space rented out in exhibition operations.
Loss before taxation of RM4 million reported by the Group for the current 1st quarter 2005 ended 31 March 2005 is mainly due to losses incurred by the exhibition division and higher finance costs accrued in this current quarter.

15         Current Year Prospects 

The Group is currently in the midst of completing its various corporate restructuring exercises to repay and restructure part of the Group’s borrowings. Upon the completion of all the exercises, the Board of Directors of CHHB will deliberate on the next course of action to be taken including seeking other avenues to unlock the value of its property division with the aim of reducing its gearing and improving its cash flow.
16         Variance on Profit Forecast / Profit Guarantee 

Not applicable.

17         Taxation

Taxation comprises:
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The effective rate of taxation for the Group is higher than the statutory tax rate as losses of certain subsidiaries cannot be off set against taxable profits made by other subsidiaries and also certain expenses are not deductible for tax purposes.
18         Sale of Unquoted Investments/ Properties

There was no sales of unquoted investments/ properties during the period under review

19          Purchase and Sale of Quoted Securities 

(a) No marketable securities disposed in current quarter. Details of purchases of marketable securities in current quarter are as follows:
	
	RM’000

	Purchase consideration
	1,238


(b)  Investments in quoted securities as at 31 March 2005 are as follows: 

	
	RM’000

	Total investments at cost 
	11,752

	Total investments at carrying value/ book value (after provision for diminution in value)
	7,535

	Total investment at market value at end of reporting period
	5,074


20
Corporate Proposals
(a) 
Status of Corporate Proposals
(i) Public Offering Exercise Undertaken by Mines City Hotel Berhad (formerly known as Mines City Hotel Sdn Bhd)

The Company had embarked on the divestment of up to 49% interest in Mines City Hotel Berhad (‘MCH’), a wholly owned subsidiary of CHHB by way of a public issue/ placement of up to 200,000,000 new MCH Shares at an issue price of RM1.00 per MCH Share payable in full on application.
From 1 January 2005 to 31 March 2005, total applications received from the Public Issue/Placement of 200,000,000 new ordinary shares of RM1 each in MCH, amounted to 12,000 new ordinary shares or RM12,000.  The new ordinary shares of 2,000 and 10,000 were issued on 14 February 2005 and 12 April 2005, respectively. As at 31 March 2005, total applications received amounted to 51,997,000 new ordinary shares of RM1 each in MCH or RM51,997,000.  
20

Corporate Proposals (continue)
(a) 
Status of Corporate Proposals (continue)

(i) Public Offering Exercise Undertaken by Mines City Hotel Berhad (formerly known as Mines City Hotel Sdn Bhd)

The equity holding of CHHB in MCH was diluted to 81% with the issuance of these new shares.
On 29 December 2004, the Bondholders' approved the proposed extension of the redemption of the remaining RM150,000,000 of the Bonds to 31 December 2009 ("Proposed Extension").

On 14 March 2005, the Securities Commission conditionally approved the proposed extension and the proposed variation of other terms pursuant to the proposed extension.  All conditions have been met at the date of this report except for administrative conditions. The Board of Directors of the Company has accepted the conditions set forth by the Securities Commission in its letter of approval dated 14 March 2005.

On 29 December 2004, a bondholder made a written request (“Bondholder’s Request”) to the Trustee of the Bonds requesting for the requirement for the rating of the Bonds to be removed. All the bondholders have, on 14 March 2005, passed a circular resolution approving the Bondholder’s Request for the Proposed Non-Rating. The Bondholders have in the Circular Resolution agreed for the Bonds to be classified as non-transferable and non-tradable on RENTAS as a result of the Proposed Non-Rating. 

On 30 March 2005, the Proposed Non Rating was submitted to Securities Commission for approval. The Proposed Non Rating will not have any impact on the share capital, shareholdings or the net tangible assets of the Company.
20
Corporate Proposals (continue)
(a) 
Status of Corporate Proposals (continue)

(ii) Proposed asset based settlement to extinguish liabilities arising from the 5 sen Cumulative Redeemable Preference Shares of RM0.10 each (“CRPS 1”) in the Company (“Asset Based Settlement Exercise”)

Further to the announcements dated 11 March 2004 and 15 June 2004, the Securities Commission ("SC") had vide its letter dated 29 December 2004 (received on 30 December 2004) approved the Proposals, subject to the following certain conditions which mentioned in previous quarter ended 31 December 2004.

It was also informed in the SC's approval letter that CHHB's application has been approved under the Guideline on the Acquisition of Interests, Mergers and Take-Overs by Local and Foreign Interests.

On 29 March 2005, the shareholders of the Company approved the Asset Based Settlement Exercise.

(iii) Proposed internal reorganization; and Proposed listing of the property division of the Group on the Bursa Malaysia Securities Berhad (“Proposed Listing”)

During the year, the Company proposed an internal reorganisation to further streamline the Group's two core businesses namely, property development and property investment (which includes tourism and leisure related services) with the intention to seek a listing of the property development division of the Group on the Main Board of the Bursa Malaysia Securities Berhad ("Proposed Listing"). The Proposed Listing was not approved by Securities Commission on 22 April 2005. 
(b) Status of Utilisation of Proceeds from Public Offering Exercise Undertaken by Mines City Hotel Berhad (formerly known as Mines City Hotel Sdn Bhd)
The Company has utilised the proceeds of RM50 million derived from the Public Issue/Placement as an early redemption of the total RM100 million due on 31 December 2004. The early redemption was made on 8 November 2004.

21
Borrowings

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


[image: image2.emf]Short termLong term Total

RM’000 RM’000 RM’000

Secured

Bank overdrafts 25,739       -               25,739        

Working capital loan 12,000       7,034        19,034        

Revolving credits 74,540       -               74,540        

Term loan

   - local 5,900         29,280      35,180        

   - foreign (New Zealand Dollar) -                486           486            

Bonds -                150,000     150,000      

Redeemable Convertible Secured Loan Stock 

("RCSLS")

  - RCSLS 2002/2007 -                82,879      82,879        

  - RCSLS Series A 2004/2011 -                420,000     420,000      

Redeemable Secured Loan Stock  (‘RSLS’)  -                68,822      68,822        

Hire purchase and lease creditors 63             -               63              

Total secured borrowings 118,242     758,501     876,743      

Unsecured

Bank overdrafts

   - local 8,097         -               8,097          

   - foreign (South African Rand) 692            -               692            

Revolving credits 44,800       -               44,800        

Hire purchase & lease creditors 262            1,517        1,779          

Cumulative Redeemable Preference Shares  190,478     -               190,478      

Total unsecured borrowings 244,329     1,517        245,846      

Comprising: 

Local borrowings 361,879     759,532     1,121,411   

Foreign borrowings 692            486           1,178          

Total borrowings

362,571     760,018     1,122,589   


All borrowings are denominated in Ringgit Malaysia unless indicated otherwise.

22      Off Balance Sheet Financial Instruments

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

23      Pending Material Litigation

The pending material litigations are:

(a) On 25 June 2001, Protemp Exhibition Sdn Bhd 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 pursuant to an Appointment Agreement dated 7 January 1999. The claim is for alleged loss of management fee and commission amounting to RM300,000 and RM865,376 respectively plus other damages. The Court has fixed 4 July 2005 for case management.

(b) On 5th May 2005, Azizan Bin Ismail and Razali Bin Zaihidin (“Plaintiff”) filed a claim against Mines Engineering & Technical Services Sdn Bhd, a wholly owned subsidiary of CHHB (“Defendant”) for alleged unfair termination of their employment. Azizan Bin Ismail and Razali Bin Zaihidin are both claiming RM342,924.00 and RM 593,844, respectively. The Court has fixed 3 October 2005 and 4 October 2005 for hearing.

(c) Master Strike Sdn Bhd (‘Master Strike’), a wholly-owned subsidiary of CHHB, commenced an action in 1998 against Sterling Heights Sdn Bhd (‘Sterling Heights’) 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 dated 20 March 1997 ("SPA”) which was forfeited on the ground of non-completion of the SPA by Master Strike. The High Court dismissed Master Strike’s claim with costs in October 2001. Master Strike filed an appeal against the decision of the High Court to the Court of Appeal. The Court of Appeal dismissed Master Strike appeal with costs on 26 April 2005. The Management has until 25 May 2005 to decide whether to appeal further to the Federal Court.  

(d) Mines Exhibition Management Sdn Bhd (“MEM”), a subsidiary of CHHB, has on 28 January 2005 commenced action against Chua Lee Seng and Cha Hoo Peng (“Defendants”) for the breach of Joint Venture Agreement dated 3 September 2001 and recovery of outstanding debt amounting to RM770,000 due to MEM. The Judge has yet to fix a hearing date for this matter.

24
Dividend

No interim dividend declared for the financial period ended 31 March 2005 (31 March 2004: Nil).
25      Loss per share

Basic loss per share is calculated by dividing the loss after taxation and minority interest of RM6 million by the number of ordinary shares in issue of 275,699,400 during the period under review.

26      Authorisation for issue

The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the Directors on 18 May 2005.

By Order of the Board

Tan Sri Lee Kim Yew

Managing Director

� EMBED Excel.Sheet.8  ���














5

[image: image3.wmf]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

24,945

         

 

-

                

 

11,932

     

 

1,254

        

 

6,224

        

 

10,497

     

 

5,592

      

 

(3,019)

       

 

57,425

    

 

Intersegment

(148)

              

 

-

                

 

(1,470)

      

 

-

            

 

(156)

          

 

(808)

          

 

(437)

        

 

3,019

        

 

-

           

 

External

24,797

         

 

-

                

 

10,462

     

 

1,254

        

 

6,068

        

 

9,689

        

 

5,155

      

 

-

             

 

57,425

    

 

Results

Segment results - external

11,908

         

 

(6)

                   

 

(388)

          

 

(3,130)

      

 

(1,750)

      

 

4,731

        

 

(63)

           

 

11,302

    

 

Finance costs, net

(2,968)

          

 

-

                

 

(3,613)

      

 

-

            

 

(230)

          

 

129

           

 

(8,954)

     

 

(15,636)

   

 

Share of results of 

associates

-

           

 

Profit before taxation

(4,334)

     

 

Taxation

- Company and subsidiaries 

(2,837)

     

 

- Associates

-

           

 

Profit after taxation

(7,171)

     

 

Minority interest

738

          

 

Profit for the period

(6,433)

     

 

_1177833526.xls
Sheet1

				3 months ended				3 months ended

				Current		Preceding		Current		Preceding

				31/3/2005		31/3/2004		31/3/2005		31/3/2004

				RM’000		RM’000		RM’000		RM’000

		Malaysian taxation

		- current period		2,127		1,779		2,127		1,779

		- deferred tax		710		1,469		710		1,469

				2,837		3,248		2,837		3,248

		Share of taxation of associated companies		-		375		-		375

				2,837		3,623		2,837		3,623






_1177834143.xls
Sheet1

				Short term		Long term		Total

				RM’000		RM’000		RM’000

		Secured

		Bank overdrafts		25,739		-		25,739

		Working capital loan		12,000		7,034		19,034

		Revolving credits		74,540		-		74,540

		Term loan

		- local		5,900		29,280		35,180

		- foreign (New Zealand Dollar)		-		486		486

		Bonds		-		150,000		150,000

		Redeemable Convertible Secured Loan Stock ("RCSLS")

		- RCSLS 2002/2007		-		82,879		82,879

		- RCSLS Series A 2004/2011		-		420,000		420,000

		Redeemable Secured Loan Stock  (‘RSLS’)		-		68,822		68,822

		Hire purchase and lease creditors		63		-		63

		Total secured borrowings		118,242		758,501		876,743

		Unsecured

		Bank overdrafts

		- local		8,097		-		8,097

		- foreign (South African Rand)		692		-		692

		Revolving credits		44,800		-		44,800

		Hire purchase & lease creditors		262		1,517		1,779

		Cumulative Redeemable Preference Shares		190,478		-		190,478

		Total unsecured borrowings		244,329		1,517		245,846

		Comprising:

		Local borrowings		361,879		759,532		1,121,411

		Foreign borrowings		692		486		1,178

		Total borrowings		362,571		760,018		1,122,589






_1177745014.xls
per quarterly

		

		SEGMENTAL INFORMATION

		- 31 DECEMBER 2003

				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		24,945		- 0		11,932		1,254		6,224		10,497		5,592		(3,019)		57,425

		Intersegment		(148)		- 0		(1,470)		- 0		(156)		(808)		(437)		3,019		- 0

		External		24,797		- 0		10,462		1,254		6,068		9,689		5,155		- 0		57,425

		Results

		Segment results - external		11,908		(6)		(388)		(3,130)		(1,750)		4,731		(63)				11,302

		Finance costs, net		(2,968)		- 0		(3,613)		- 0		(230)		129		(8,954)				(15,636)

		Share of results of associates																		- 0

		Profit before taxation																		(4,334)

		Taxation

		- Company and subsidiaries																		(2,837)

		- Associates																		- 0

		Profit after taxation																		(7,171)

		Minority interest																		738

		Profit for the period																		(6,433)






