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NOTES

	1.
	Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual financial statements. These statements have been prepared on the underlying assumption of a going concern basis, the appropriateness of which is dependent on the outcome of a Proposed Restructuring Scheme as set out in the Requisite Announcement released on 17 January 2002.  Accordingly, there is significant uncertainty on the underlying assumption used and the financial statements do not include any adjustment that might be necessary should the Group  and the Company, be unable to continue as a going concern.



	2.
	Exceptional Items

The exceptional items for the reporting period consist of the following:-



	
	  (i)
	An under-provision of RM10million in respect of crystallization of corporate guarantees given in respect of borrowings utilized by subsidiaries;



	
	(ii)
	A provision for estimated expenses for the Proposed Restructuring Scheme of RM2 million.



	3.
	Extraordinary Items

There was no extraordinary item for the reporting period.



	4.
	Taxation

There is no taxation for the reporting period as all companies within the Group are in a tax loss position.



	5.
	Sale of Investments and/or Properties

There is no sale of investment and/or properties for the current financial year to-date.
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	6.
	Quoted Securities

There is no purchase or disposal of quoted securities for the current financial year to-date. There is no investment in quoted securities as at end of the reporting period.



	
	

	7.
	Group Structure

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



	8.
	(a)
	Status of Corporate Proposals

On 17 January 2002, Arab-Malaysian Merchant Bank Berhad, as adviser to the Company, announced the Requisite Announcement pursuant to Practice Note 4/2001 of the Kuala Lumpur Stock Exchange to regularise the financial condition of the Company and Group.  The submission to the Securities Commission for approval is being finalised and will be submitted shortly.



	
	(b)
	Subsequently, on 23 April 2002, a general announcement was made to inform that the High Court of Malaya at Seremban  had on, 22 April  2002, granted a Restraining Order pursuant to Section 176 of the Companies Act, 1965 to  the Company and two of its subsidiaries namely, Hup Lee Coachbuilders Sdn Bhd (“HLC”) and Hup Lee Coachbuilders Holdings Sdn Bhd (“HLCH”).  The Restraining Order is valid for six (6) months effective from 22 April 2002 and is to facilitate the Company’s restructuring scheme.  



	9.
	Debt and Equity Securities

There were no issuance and 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.
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	10.
	Group Borrowings

	
	
	
	RM’000

	
	(a)
	Secured borrowings
	3,864

	
	
	Unsecured borrowings
	61,980

	
	
	
	65,844

	
	(b)
	Short term
	

	
	
	-
	bank overdraft and trade facilities
	65,567

	
	
	-
	hire purchase creditors *
	277

	
	
	
	65,844

	
	
	Long term
	

	
	
	-
	hire purchase creditors
	-

	
	
	
	
	

	
	
	Total borrowings
	65,844


	
	(c)
	No borrowings nor debt securities are denominated in foreign currency as at the end of the reporting period.

	
	*
	The short term portion of hire purchase creditors were included under other creditors.

	
	
	

	
	(d)
	As previously disclosed, the Company and its subsidiaries have defaulted in the payment of the principal and interest of the short-term borrowings.  Legal proceedings against the Company and/or its subsidiaries have commenced.



	
	
	

	11.
	Contingent Liabilities

	
	
	

	
	(i)
	As disclosed, the Company has made adequate provisions for crystallization of corporate guarantees given in respect of short-term borrowings utilized by the subsidiaries.



	
	(ii)
	As disclosed in note 13 hereinafter, the Company and/or its subsidiaries are defendants in various legal actions. The possible contingent losses arising from these legal proceedings have been adequately accounted for in the financial statements of the Group.
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	12.
	Financial instruments

There is no financial instrument with off-balance sheet risk.



	13.
	Material Litigation

	
	Save as disclosed below, the Group is not engaged in any material litigation, either as plaintiff or defendant, and the Directors, to the best of their knowledge and belief, do not know of any proceedings pending or threatened against the Company or its subsidiaries or of any fact likely to give rise to any proceedings which may materially affect the position and/or business of the Company and/or its subsidiaries:-



	
	(i)
	As previously reported, several winding-up petitions have been served on two subsidiaries namely, Hup Lee Coachbuilders Holdings Sdn Bhd and Hup Lee Coachbuilders Sdn Bhd. Based on the audited balance sheet as at 31 March 2001, the net book value of the Company’s aggregate investment in its subsidiaries has been written down to RM1.00 only.



	
	
	

	
	(ii)
	As disclosed in note 10(d) above, the Company and its subsidiairies have defaulted in the payment of principal and interest of the short-term borrowings.  Legal proceedings by the financial institutions against the Company and/or its subsidiaries are in progress.

	
	
	

	
	(iii)
	As previously reported, the Inland Revenue Board has served notices of civil proceedings against 4 subsidiaries for recovery of income tax amounting to RM6,930,509 as a debt due to the Government.



	
	
	

	
	(iv)
	A subsidiary has failed to make its instalment payments to the Royal Customs and Excise Department in respect of sales tax and penalty.  The total outstanding amount is RM2.25million and the said Department has served notice that legal proceedings will be taken.



	
	(v)
	As previously reported, all the employees of the subsidiaries (total of 46 persons) have claimed constructive dismissal as at 21 January 2002 due to the failure of the subsidiaries to settle their outstanding wages for December 2001.  The said employees have reported the matter to the Department of Industrial Relations.

The subsidiaries are currently seeking legal advice on this matter.
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	(vi)
	A bank has filed in an originating summons to obtain order for sale to foreclose property held by an indirect subsidiary namely, Zoomlink Development Sdn Bhd (“ZDSB”).  The said property is held under H.S.(D) 30968 No. P.T. 17395, Mukim Kapar, District of Klang in the State of Selangor Darul Ehsan.  The net book value of the said property as at 31 March 2001 is RM5.931 million for land and RM7.720 million for factory and office buildings thereon incurred by HLC.

	
	
	

	
	
	The said bank has granted a loan facility in 1995 to Ardent Link Sdn Bhd, a tenant at the said property.  In consideration of the said loan, ZDSB had charged the said property to the bank.



	
	
	ZDSB has filed in reply to oppose the said foreclosure action.  The matter is now fixed for hearing on 12 August 2002.



	14.
	Segmental Reporting

The Group has not prepared segmental information since the Group’s activities are predominantly in the sector of manufacturing, fabrication and assembly of body parts and accessories of buses and trucks, all of which are located in Malaysia.



	15.
	Quarterly Analysis

Not applicable as the Group has ceased operations in December 2001.



	16.
	Review of Performance

As its operations ceased in December 2001, there is no operating performance for review.   Following cessation of business operations and discovery of significant discrepancies in the accounting and other records which are also incomplete, there is significant uncertainty on the recoverability of assets.  Consequently, the carrying values of all assets have been written down to estimated net realisable values as follows:-



	
	   (i)
	a provision for dimunition in value and write-off of fixed assets of RM15,271,000;



	
	  (ii)
	A provision for write-off of plant and equipment of RM1,217,260;
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	(iii)
	a provision for write-off of inventories of RM1,582,479; and



	
	(iv)
	a provision for doubtful debts of RM2,000,000



	
	

	17.
	Material Events Subsequent to End Of Reporting Period



	
	  (i)
	As previously reported, a due diligence audit performed by a firm of Chartered Accountants has discovered inter alia that the records (including secretarial), books and documents of the Company and Group are incomplete.  Further investigations are continuing to determine the extent and ramifications of this discovery.



	
	 (ii)
	On 11 April 2002, two (2) properties held under GM121 Lot 837 (New Lot No. 3085) and GM253 Lot 3387, Mukim & District of Petaling, Selangor, registered in the names of  HLC and HLCH respectively were publicly auctioned at their reserved prices of RM4.5 milllion and RM2.7 million respectively.  These properties had been charged to Public Finance Berhad (“PFB”) in 1998 to secure a banking facility granted to the Company.



	
	
	The property registered in the name of HLCH, measuring approximately 1.824 acres with a total net book value of RM5.97 million as at 31 March 2001 was successfully sold for RM3.351 million.  However, PFB has yet to receive the 10% up-front payment nor the balance of the proceeds of sale.



	
	
	The property registered in the name of HLC, measuring approximately 3.062 acres with a net book value of RM3.0 million as at 31 March 2001 was not sold at the auction.  Subject to the approval of the High Court, a sale and purchase agreement was executed on 16 May 2002 for the sale of this property for a sum of RM4.0 million.



	
	(iii)
	On 22 April 2002, the High Court of Malaya at Seremban granted a Restraining Order pursuant to Section 176 of the Companies Act, 1965 to the Company, HLC and HLCH.  The Restraining Order is valid for six (6) months effective 22 April 2002 and is to facilitate the Company’s restructuring scheme.



	
	
	

	
	
	

	18.
	Seasonality or Cyclicality of Operations

The business operations of the Group have ceased in December 2001.
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	19.
	Current Year Prospects

As previously reported, all the subsidiaries have ceased operations in December 2001.

On 17 January 2002, a Requisite Announcement to regularize the financial condition of the Company and Group was made.  On 12 April 2002, the Company announced that the Exchange had approved an extension of time to 17 June 2002 for the Company to submit its applications to the relevant authorities for approval.  The prospects of the Group is dependent upon the successful implementation of the proposals set out in the Requisite Announcement.



	20.
	Dividend

No dividend has been declared by the Board.

	
	


By Order of the Board

Company Secretary

24 May 2002





























