EXPLANATORY NOTES FOR QUARTERLY RESULTS FOR THE FINANCIAL QUARTER ENDING 31st DECEMBER 2002

1. ACCOUNTING POLICIES

The 2nd quarter financial statements of the Group have been prepared using the same accounting policies, methods of computation and basis of consolidation as compared with those used in the preparation of the most recent annual financial statements.

2. EXCEPTIONAL ITEM

There was no exceptional item for the current quarter and financial year-to-date.

3. EXTRAORDINARY ITEM

There was no extraordinary item for the current quarter and financial year-to-date.

4. TAXATION

Taxation charged for the quarter and year-to-date comprise of:-








Current 
Year








Quarter
To Date








RM’000
RM’000

Current





     -

   -

Under/(Over) provision in prior years

     -
               -

                                                               ______
           ______                                                                         








     -
 
   -






5. PROFIT ON SALE OF INVESTMENT AND / OR PROPERTIES

There was no sale of investments and properties for the current quarter and financial year-to-date.

6. QUOTED SECURITIES

There was no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

7. CHANGES IN THE COMPOSITION OF THE GROUP

There was no change in the composition of the Group for the current quarter and financial year-to-date.

8. STATUS OF CORPORATE PROPOSALS

On 22 November 2002, Alliance Merchant Bank Berhad had on behalf of the Company announced that the Board of Directors has aborted the proposed private placement of 4,400,000 new ordinary shares of RM1.00 each representing 10% of the existing total issued and paid up share capital of the Company in view of the current weak market sentiment.

9. ISSUANCE AND/OR REPAYMENT OF DEBT AND EQUITY SECURITIES, SHARE BUY-BACKS

The Company did not undertake any issuance and/or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year-to-date.

10. GROUP BORROWINGS

The Group’s borrowings as at 31st December 2002 are as follows:-





Secured
Unsecured
Total





RM’000
RM’000
RM’000

Short Term


54,060

     -
            54,060

Long Term


 9,716

     -
             9,716







63,776



63,776 

11. CONTINGENT LIABILITIES

As at the date of this report, the Group has no contingent liabilities.

12. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk during the current financial period ended 31st December 2002.

13.
MATERIAL LITIGATION

The progress of the legal suits served on the Group since the last quarter are as follows:-

a) Bumiputra-Commerce Bank Berhad against Syarikat Mustapha & Ngu Timber Sdn Bhd (“SMNT”) and Jin Lin Wood Industries Berhad (“JLWIB”) (Suit No. 22-80-2002-II)


SMNT is a wholly-owned subsidiary of JLWIB.

SMNT and JLWIB have been served with a copy of the Writ of Summons dated 17 June 2002 in relation to a claim by Bumiputra-Commerce Bank Berhad for amounts outstanding in respect of banking facilities amounting to RM23,755,749.90 together with interest  from 18 May 2002 until the full payment and costs. Subsequently, on 1 August 2002, SMNT and JLWIB were served with a copy of the Judgement in Default of Appearance dated 24 July 2002 ordering SMNT and JLWIB to pay the claim by Bumiputra-Commerce Bank Berhad.

The plaintiffs as to date have taken no further actions.

b) Standard Chartered Bank Malaysia Berhad against Jin Lin Trading Sdn Bhd (“JLT”) and JLWIB (Suit No. 22-4-2002(BTU)) 


JLT is a wholly owned subsidiary of JLWIB.

JLT and JLWIB have been served with a copy of the Writ of Summons dated 22 March 2002 in relation to a claim by Standard Chartered Bank Malaysia Berhad for amounts outstanding in respect of banking facilities amounting to RM2,839,294.64 together with interest thereon at the rate of 9.9% per annum from 1 November 2001 until the date of full and final settlement and costs of RM125. Subsequently, on 14 June 2002, JLT and JLWIB were served with a copy of the Judgement in Default of Appearance dated 22 April 2002 ordering JLT and JLWIB to pay the claim by Standard Chartered Bank Malaysia Berhad.


Standard Chartered Bank Malaysia Berhad has served a notice pursuant to Section 218 of the Companies Act, 1965 on 27 August 2002 demanding the judgement sum together with the interest
accrued in the sum of RM3,065,831.99. 

Standard Chartered Bank Malaysia Berhad has not proceeded to file a petition to wind-up based on this notice but instead has issued another notice on JLT and JLWIB pursuant to Section 218 of the Companies Act, 1965 on 15 October 2002 demanding the sum of RM 2,982,680.63. Standard Chartered Bank Malaysia Berhad alleges that this is the sum due as at 15 October 2002. 


The auction of the Third Party Charge has been fixed for hearing on 9 July 2003.


c)  Affin Bank Berhad against SMNT and JLWIB (Suit No. 22-10-2002(BTU)) 


Affin Bank Berhad against Akitiasa Sdn Bhd (“ATSB”) (Suit No. 24-38-2002 (BTU))

SMNT and JLWIB had on 18 July 2002 been served with a copy of the Writ of Summons dated 22 June 2002 in relation to a claim by Affin Bank Berhad for amounts outstanding in respect of banking facilities amounting to RM4,799,354.85 together with interest at the rate of 9.4% per annum  from 7 June 2002 until the full payment and costs. 


ATSB, a wholly-owned subsidiary of JLT had on 18 July 2002 been served with a copy of the Originating Summons dated 3 July 2002 under which Affin Bank Berhad sought an order to sell by public tender ATSB’s land described as Lot 2605, Block 32, Kemena Land District charged in favour of Affin Bank Berhad to satisfy the sum of RM4,799,354.85 together with interest at the rate of 9.4% per annum from 7 June 2002 until the full payment or sale.


The Hearing for the application for Order for Sale was fixed on 27 November 2002 and has been adjourned to 15 March 2003.

d) Arab-Malaysian Finance Berhad against SMNT (Sessions Court Summons No. 52-49-2002)

SMNT had on 29 June 2002 been served with a copy of the Writ of Summons dated 10 May 2002 in relation to a claim by Arab-Malaysian Finance Berhad for the outstanding amount of RM59,531.65 together with interest at the rate of 18.44% per annum  from 5 April 2002 until the full payment and costs. The first mention of the Summons was on 24 July 2002 and has now been fixed for further mention on 25 September 2002. 

A copy of the sealed Judgement dated 5 November 2002 in relation to the legal suit filed by Arab-Malaysian Finance Berhad against SMNT demanding for payment of RM59,531.65 together with interest on the said sum of RM54,118.55 at the rate of 18.44% per annum from 5 April 2002 until date of full and final payment and costs, had been served on the Company’s solicitors on 22 November 2002.

The plaintiffs as to date have taken no further actions.

e) HSBC Bank Malaysia Berhad Against Syarikat Mustapha & Ngu Timber Sdn Bhd (“SMNT”), Ko Kung Hai and Chan Lan Ngai (Suit No. 22-18-2002(BTU))

SMNT is a wholly owned subsidiary of JLWIB. Ko Kung Hai and Chan Lan Ngai are the Managing Director and Executive Director if JLWIB respectively.

SMNT, Ko Kung Hai and Chan Lan Ngai had on 11 December 2002 been served with a copy of the Writ of Summons dated 14 November 2002 in relation to a claim by HSBC Bank Malaysia Berhad for amounts outstanding in respect of banking facilities as follows:

a) The sum of RM166,994.32 (Packing Credit Account) with interest thereon from 18 October 2002 at the rate of 7.9% p.a. (BLR + 1.5% p.a.) until full and final settlement;

b) The sum of RM1,007,230.79 (Bankers Acceptances) with interest thereon from 18 October 2002 at the rate of 8.9% p.a. (BLR + 2.5& p.a.) until fill and final settlement;

c) Costs on a solicitor and client basis and based on the Advocates’ Remuneration Rules 1988; and 

d) Such further and other relief that the Court deems fit and proper to grant.

The Company solicitors had on 20 December entered appearance and the plaintiff's advocates had agreed to filing for defense on or before 3 February 2003. The plaintiff had on 18 February 2003 served a sealed copy of their application for summary judgement and the hearing of the same is fixed on 18 June 2003.  

Ko Kung Hai and Chan Lan Ngai are guarantors of the aforesaid banking facilities.

The Company’s solicitors are taking necessary steps to defend the claims made by the aforesaid banks against the Group.

The Company is still in the process of formulating a debt-restructuring scheme acceptable to its bank creditors to restructure the bank borrowings of the JLWIB Group and to strengthen its financial position. The debt-restructuring scheme will be announced when the scheme has been finalised and approved by the Board of Directors.

14.       SEGMENTAL REPORTING

The Group is principally involved in the manufacturing and trading of timber and timber products and thus does not have segmental analysis on its financial results. 

15.      COMMENT ON FINANCIAL RESULTS

For the 2nd quarter under review, the Group recorded a loss before taxation of RM 3.295 million compared to a loss before taxation of RM3.730 million in the immediate preceding quarter. The Group’s turnover decreased by 46% to RM2.79 million from RM5.516 million recorded in the preceding year corresponding quarter. Due to the financial and cash constraints of the Group, the working capital for the operations to attain full capacity has been affected. 

16.
REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

For the current quarter and financial year-to-date, the Group recorded a turnover of RM2.790 million and RM7.665 million respectively. The low turnover resulted in a loss after taxation of RM 3.295 million.  

17.
MATERIAL EVENTS


The Directors are not aware of any transactions or events of a material or unusual nature, which may have an effect on the results of the Group from the end of the reporting period to the date of this quarter result.

18.
SEASONAL OR CYCLICAL FACTORS

Due to the diversity of Jin Lin Group’s products and markets, the Group is of the opinion that the seasonal or cyclical factors will not have a material impact on its operation.  However, being an export-based company, the Group would be susceptible to any adverse change in the world economic situation.

19.
PROSPECT FOR THE CURRENT FINANCIAL YEAR


The timber market demand and prices for wood products remains firm and is forecast to be on an uptrend especially for China, Korea and India. The Group is confident of better performance.

20. VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

Not applicable.

21. DIVIDEND

No dividend has been declared in respect of the financial quarter ended 31st December 2002.

