Sportma Corporation Berhad (Special Administrators Appointed) (“SCB” or the “Company”) (188819-V) 


Interim report for the financial period ended 31 March 2003

(The figures have not been audited)

EXPLANATORY NOTES
a)
Basis of preparation and accounting policies

This interim financial report is unaudited and has been prepared in accordance with MASB 26 “Interim Financial Reporting”.  This report should be read in conjunction with the audited financial statements for the financial year ended 31 December 2002.

The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002.

b)
Audit Qualification

The audited report of the SCB and its subsidiary companies (“SCB Group” or the “Group”) for the preceding year’s financial statements was qualified on the following grounds:

1. On 9 September 1999, Pengurusan Danaharta Nasional Berhad appointed Special Administrators (“SA”) pursuant to section 24 of the Pengurusan Danaharta Nasional Berhad Act, 1998 to manage the affairs of the Company.  The SA is expected to preserve the assets of the Company and to formulate a corporate and debt restructuring proposal that maximises return to all stakeholders.

2. The SA had since prepared a Proposed Corporate and Debt Restructuring Scheme (“PRS”) for the Company and approval has been obtained from the relevant authorities as set out in Note 8.

3. The Company has several pending litigation in respect of claims for long overdue debts owing to creditors amounting to RM65,731.

4. As at 31 December 2002, the auditors were unable to ascertain the correctness of the liabilities due to trade creditors and other creditors by the subsidiary company amounting to RM173,310 and RM47,684 respectively.

5. The subsidiary companies of the Company, which have been placed under liquidation, were excluded from the consolidated financial statements.

6. As at 31 December 2002, the Group and the Company have a deficit of RM234,058,905 and RM233,842,534 in shareholder’s equity respectively.

The Company has ceased its operations since December 1999.  The subsidiary companies of the Company have also ceased operations and have either under liquidation or had been fully wound up.  The ability of the Group and the Company to continue as going concerns is therefore dependent upon the successful implementation of the PRS as managed by the SA.  If this is not forthcoming, adjustments shall have to be made to reduce the values of assets to their recoverable amounts, to provide for any further liabilities which may arise and to reclassify fixed and non current assets and long term liabilities as current.

Hence, in view of the above matters, the auditors are unable to form an opinion as to whether the financial statements of the Group and the Company have been properly drawn up in accordance with the Companies Act, 1965 and applicable approved accounting standards so as to give a true and fair view of:

a) the state of affairs of the Group and of the Company as at 31 December 2002 and of its results and cash flows of the Group and of the Company for the year ended on that date.

b) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements of the Group and of the Company.

Nevertheless, the auditors is of the opinion that, the accounting and other records and the registers required by the Act to be kept by the Company and its subsidiary company have been properly kept in accordance with the provisions of the Act.

In addition, the auditors are unable to determine that the financial statements of the subsidiary company that have been consolidated with the Company’s financial statements are in a form and content appropriate and proper for the purposes of the preparation of the consolidated financial statements as the auditors have not received satisfactory information and explanations required by the auditors for the purposes as stated in item 4 above.

The auditors’ report of the subsidiary company was subject to qualification and include adverse comments made under subsection (3) of Section 174 of the Companies Act, 1965.

c)
Seasonal and Cyclical Factors

The Group has ceased operations since December 1999.

d)
Unusual Items
There were no unusual items affecting the assets, liabilities, equity, net income and cash flows for the current financial period.

e)
Material Changes in Estimates of Amounts Reported


There were no changes in estimates of amounts reported in prior interim period or the financial year, which have a material effect in the current financial period.

f)
Details of Changes in Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial period.

g)
Dividend Paid

There was no dividend paid during the current financial quarter.

h)
Segment Revenue and Result

No industrial and geographical segment report is provided in view of the Group having ceased its operations in 1999.

i)
Valuation of Property, Plant and Equipment
There were no changes to the revalue amount of property, plant and equipment brought forward from the previous annual financial statements.

j)
Subsequent events
There were no material events subsequent to the end of the current quarter that have not been reflected in the interim financial statements.

k)
Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial period ended 31 March 2003.

l)
Contingent Liabilities
There were no significant changes in the contingent liabilities since the last annual balance sheet date.

Additional Information As Required by Appendix 9B of KLSE Listing Requirements.

1)
Review of the performance of the Group

The Group reported a loss before taxation of RM4.931 million for the current quarter 31 March 2003 as compared to a loss before taxation of RM4.821 million in the corresponding quarter.  The higher losses recorded in current quarter was mainly due to an increase in finance cost.  However, the overall losses was mitigated by the lower administrative expenses incurred during this quarter as opposed to previous year’s corresponding quarter.
2)
Variation of results against preceding quarter

For the current quarter under review, the Group recorded a loss before taxation of RM4.931 million as compared to a loss before taxation of RM7.267 million in the immediate preceding quarter.  The higher losses recorded in the immediate preceding quarter was mainly attribute to property, plant and equipment written off amounted to RM2.8 million.

3)
Current Year Prospects
In the opinion of the Directors, the prospect of the Group shall depend on the finalisation and the successful implementation of a debt-restructuring scheme to regularise the Group’s financial condition pursuant to Practice Note 4/2001 as disclosed in Note 8. 

4)
Variance of Actual Profit from Forecast Profit

Not applicable.

5)
Taxation
There is no provision of tax in respect of the current quarter as the Group is in a tax loss position.

6)
Profit on Sale of unquoted investment.

There were no purchases or disposals of unquoted investment for the quarter ended 31 March 2003.

7)
Purchase Or Disposal Of Quoted Securities

(a) There were no purchases or disposals of quoted securities for the quarter ended 31 March 2003.

(b) There were no investments in quoted securities as at 31 March 2003.

8)
Status Of Corporate Proposals

The Securities Commision, vide its letter dated 8 May 2003, has approved the extension of time for the implementation of the proposed corporate and debt restructuring scheme of the Company until 31 July 2003.

In relation to the implementation of the proposed corporate and debt restructuring scheme, the Company had on 12 May 2003 given notice to shareholders of the Company vide a Information Circular dated 12 May 2003, that the Register of Depositors of the Company will be closed on 22 May 2003 for the following purposes:

i) recalling of all the existing issued and paid-up capital of the Company;

ii) swapping and replacing 10 existing ordinary shares of RM1.00 each in the Company for one new ordinary shares of RM1.00 each in Harn Len; and

iii) closure of books pursuant to the proposed share swap and transfer of listing.

The proposed corporate and debt restructuring scheme is expected to be completed by 31 July 2003.

9)
Group Borrowings

Details of the Group borrowings as at 31 March 2003 are as follows:-

	
	Secured
	
	Unsecured
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	Short term borrowings
	
	
	
	
	

	-Denominated in RM
	73,489
	
	159,166
	
	232,655

	-Denominated in USD
	-
	
	-
	
	-

	
	73,489
	
	159,166
	
	232,655


The Company and its subsidiaries have defaulted on all of the above bank borrowings. Consequently, the bank borrowings become repayable on demand and therefore the entire borrowings have been reclassified as short-term borrowings. 

10)
Off Balance Sheet Financial Instruments


There was no financial instrument with off balance sheet risk during the current financial period under review.

11)
Changes in Material Litigation

The Company has several pending litigation in respect of claims for long overdue debts owing to creditors amounting to RM65,731.

Notwithstanding the above, pursuant to Section 41 of the Pengurusan Danaharta Nasional Berhad Act, 1998, on the appointment of the Special Administrators in the Company, a moratorium shall take effect and no proceedings or execution or other legal process may be commenced or continued against the Company.

12)
Dividend


No dividend has been recommended or declared for the quarter ended 31 March 2003.

13)
Loss per share
	
	
	Current
	Comparative
	Current
	Comparative

	
	
	Year
	Year
	Year
	Year

	
	
	Quarter
	Quarter
	To Date
	To Date

	
	
	31/03/2003
	31/03/2002
	31/03/2003
	31/03/2002

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

	
	a) Basic
	
	
	
	

	
	
	
	
	
	

	
	Net loss for the period
	(4,931)
	(4,821)
	(4,931)
	(4,821)

	
	
	
	
	
	

	
	Weighted average number of 
	25,000
	25,000
	25,000
	25,000

	
	ordinary shares in issue
	
	
	
	

	
	
	
	
	
	

	
	Basic loss per share (sen)
	(19.72)
	(19.28)
	(19.72)
	(19.28)


14)
Minimum Paid-up Capital Requirement
As at the date of this announcement, the Company has yet to meet the minimum paid-up capital requirement of RM40 million. However, after the implementation of the restructuring scheme as disclosed under Note 8, the company will be liquidated and the listing status will be transferred to a newly incorporated company, where the minimum paid-up capital requirement will be met.

15)
Compliance with Paragraph 15.10 (1)(a), 15.11 and 15.20 of the Kuala Lumpur Stock Exchange Listing Requirement (“LR”)


As at date of this announcement, the Company does not meet the following requirements of the LR:

Paragraph 15.10 (1)(a): The audit committee must be composed of no fewer than 3 members.

Paragraph 15.11: The members of an audit committee shall elect a chairman from among their number who shall be an independent director.

Paragraph 15.20: In the event of any vacancy in an audit committee resulting in the non-compliance of subparagraphs 15.10 (1) above, a listed issuer must fill the vacancy within 3 months.

The Company wishes to inform that it has not been in compliance with the aforesaid Paragraphs for the following reasons:

i) the Company and its subsidiaries have ceased operations and has not generated any income of its own after the appointment of the Special Administrators (“SA”) on 9 September 1999;

ii) since the appointment of SA, the Company’s directors’ fees are on deferred payment basis. Todate, the Company has yet to settle any fees to its directors in office;

iii) steps taken by the Company to ensure an individual is appointed as a director of the Company and as a member of the Audit Committee is futile as the financial position of the Company requires the individual to agree to the fees on deferred payment basis;

iv) Sportma is in the process of undertaking a Proposed Corporate and Debt Restructuring Scheme (“Proposal”).  It is anticipated that the shareholders, Board of Directors and management of Sportma will change in line with the successful restructuring of the Company

Notwithstanding the above, the Kuala Lumpur Stock Exchange (“KLSE”) had on 20 December 2002 granted the Company an extension of time until 2 May 2003 to comply with the above requirement. The Company had on 30 April 2003 applied for further extension to   3 November 2003 to comply with Paragraphs 15.10(1)(a) and 15.20 of the LR. The said application is still pending the approval of the KLSE. With respect to compliance with Paragraph 15.11, the Company will comply with the said requirement by appointing its Independent Non-executive Director, Encik Ahmad Mokhtar bin Zainal Abidin to be the Chairman of the Audit Committee.  

By Order of the Special Administrators
Cynthia Gloria Louis

Company Secretary

(MAICSA 7008306)

30 May 2003

Kuala Lumpur
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