
DENKO INDUSTRIAL CORPORATION BERHAD

QUARTERLY REPORTS – QUARTER ENDED 30/06/2002

NOTES TO THE ACCOUNTS

1) The quarterly financial statements have been prepared under the same accounting policies and method of computation as compared with the most recent annual financial statements.

17) There were no exceptional items for the 1st quarter ended 30 June 2002.

2) There were no extraordinary items for the 1st quarter ended 30 June 2002.

3) Taxation:

RM’000

Based on results for the year to date


Nil

Under / (over) provision in respect of prior years
Nil

Transfer to / (from) Deferred Taxation
Nil


Nil








==

4) There were no sale of unquoted investments and/or properties for the 1st quarter ended 30 June 2002. 

5) a) Purchase and Sale of Quoted Securities:



Total Purchases
Nil



Total Disposals
Nil



Total Profit / Loss on Disposal
Nil

b) Investment in quoted shares as at 30/06/2002:

Total investments at cost
Nil

Total investments at carrying value/book value

  (after provision for diminution in value)
Nil

Total investment at market value as at 30/06/2002
Nil

7)
Denko Labuan Corporation, a wholly owned subsidiary of the Company has been struck off from the register by Labuan Offshore Financial Services Authority (LOFSA) on 19 August 2002. 

8) The Securities Commission vide, its letter dated 4 April 2002, has approved Denko's application for an extension of time for a six-month period, up to 15 October 2002 to implement the Corporate Proposals.

In September 2000, Denko Industrial Corporation Berhad submitted the following Corporate Proposals to Securities Commission :-

a)
Proposed acquisition of 99.9% equity interest in Rich Data Gallery Sdn Bhd and Relang Murni Sdn      Bhd (“Proposed Xylog acquisitions”)

b)
Proposed acquisition of property

c)
Proposed renounceable rights issue of 65,783,723 new ordinary shares of RM1.00 each on the basis   of three (3) new ordinary shares for two (2) existing ordinary shares held at an issue price of RM1.00 per Denko share with 65,783,723 free detachable warrants on the basis of one (1) free detachable warrant for each rights issue share 


d)
Proposed establishment of an employees’ share option scheme



e)
Proposed waiver to Denko from the obligation to extend a mandatory take-over offer for the remaining shares in Relang Murni Sdn Bhd, Rich Data Gallery Sdn Bhd and the Xylog group not already owned by Denko after the proposed Xylog acquisition



f)
Proposed increase in the authorised share capital




On 16 April 2001, items b, c, d and f were approved by the Securities Commission.

18) 
On 5 June 2002, the Company announced the abortment of the proposals due to the weak market price of the Company's shares which rendered the renounceable rights issue of shares with warrants attached as well as the capital reconstruction scheme no longer feasible and a new scheme was formulated.

On behalf of Denko Industrial Corporation Berhad ("Denko"), Public Merchant Bank Berhad had on 5 June 2002 announced that the Company's Proposed Corporate and Debt Restructuring Scheme as follows:-

(i) Proposed capital reconstruction which involves the reduction of the issued share capital of Denko and the proposed part cancellation of share premium account of Denko ("Proposed Capital Reconstruction");

(ii) Proposed acquisition of income generating companies for a total purchase consideration of RM76,005,000 to be satisfied by the issuance of 76,005,000 new ordinary shares at an issue price of RM1.00 per share ("Proposed Acquisitions");

(iii) Proposed settlement of debts amounting to RM35,880,470 as at 31st December 2001 through the issuance of

· Up to RM5,443,033 nominal amount of five (5) year 5% Redeemable Convertible Secured Loan Stocks at 100% of the nominal value together with up to 1,088,607 free detachable warrants;

· Up to 20,480,206 two (2) year  5%  cumulative Irredeemable Convertible Preference Shares ("ICPS") of RM1.00 each in Denko on an issue price of RM1.00 per ICPS together with up to 4,096,041 free detachable warrants;

· Up to RM8,777,231 nominal amount of three (3) year zero coupon Irredeemable Convertible Unsecured Loan Stocks at 100% of the nominal value together with up to 1,755,446 free detachable warrants;

· Up to RM1,180,000 nominal amount of debts will be settled through the set-off of assets.

(collectively referred to as the "Proposed Debt Restructuring")

(iv) Proposed renounceable two-call rights issue of up to 5,481,977 new ordinary shares of RM1.00 each at an issue price of RM1.00 per share ("Rights Share") with up to 5,481,977 free detachable warrants to the existing shareholders of Denko on the basis of one (1) Rights Share and one (1) warrant for every two (2) existing Denko Shares held after the Proposed Capital Reconstruction ("Proposed Two-Call Rights Issue");

(v) Proposed liquidation of two subsidiary companies, Trimate Industries Sdn Bhd and Giantmate Industries Sdn Bhd ("Proposed Liquidation"); 

(vi) Proposed amendments to the Memorandum and Articles of Association of Denko ("Proposed Amendments"); and

(vii) Proposed increase in the authorised share capital of Denko from RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each to RM200,000,000 comprising 200,000,000 ordinary shares of RM1.00 each ("Proposed Increase in Authorised Share Capital").


9)
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 year to date.

10) Group borrowings & debt securities as at 30/06/2002:

Type of borrowing
Secured RM’000
Unsecured RM’000
Total

RM’000

Bank Overdraft
8,765
0
8,765

Bills Payable & Bankers Acceptance
4,691
0
4,691

Revolving Loans
5,000
4,500
9,500

Term Loan – payable < 12 months
22,873
3,000
25,873

Long Term – payable > 12 months
3,119
0
3,119

Total
45,448
7,545
51,948

11)
Details of contingent liabilities:

19) Corporate Guarantee of RM54,843,040.00 given to financial institutions for facilities granted to subsidiaries.

12)
There were no financial instruments with off balance sheet risk as at the date of issue of quarterly report.

13) Details of pending litigation

(i)
Utama Merchant Bank Berhad Vs Denko Industrial Corporation Berhad & Another

Kuala Lumpur High Court Civil Suit No. D5-22-904-2001


A writ of summons and statement of claims dated 25 May 2001 was filed by Utama Merchant Bank Berhad against Denko as the first defendant, in respect of banking facilities granted by the Bank and guaranteed by the second defendant for a sum of RM3,128,817.65  (i.e. principal outstanding RM3,000,000.00 and interest outstanding of RM128,817.65) together with continuing interest, allegedly due from default in payment. The Bank has obtained Summary Judgement on 17 June 2002 and the Defendants have filed an Appeal to the Judge. No date has been fixed for the Appeal.



(ii)
HSBC Bank Malaysia Berhad Vs Denko Industrial Corporation Berhad

Kuala Lumpur High Court Civil Suit No. D9-22-2259-2000


An amended writ of summons and statement of claims dated 7 December 2000 was filed by HSBC Bank Malaysia Berhad against Denko for a sum of RM5,840,494.38 (i.e. principal outstanding RM4,500,000 and interest outstanding of RM1,340,494.38) together with continuing interest, allegedly due from default in payment for revolving credit facilities extended to Denko. The Bank has filed an application for Summary Judgement and the Court has directed the parties to file written submission. The hearing date has been adjourned to 6 September 2002.

 

(iii)
PricewaterhouseCoopers Vs Denko Industrial Corporation Berhad

Kuala Lumpur Sessions Court Suit No. 3-52-2067-02


A writ of summons and statement of claim had been served to Denko Industrial Corporation Berhad on 5 March 2002, filed by PricewaterhouseCoopers for a sum of RM96,700.00, allegedly due from default in payment for professional fees. The Plaintiff's Order 26A Application has been adjourned to 20 September 2002.



(iv)
Arab-Malaysian Finance Berhad Vs Trimate Industries Sdn Bhd & 3 Others

Ipoh High Court No. 3 Civil Suit No. 22-206-2001


20) A writ of summons dated 22 October 2001 and statement of claim dated 27 September 2001 was filed by Arab-Malaysian Bank Berhad against Trimate and 3 others for a total sum of RM1,657,072.08 and continuing interest, allegedly due from default in payment for hire purchase facilities under 8 hire purchase agreements  extended to Trimate and was secured against corporate guarantee  by Denko. The Defendants have filed application to separate the actions into individual suits. The hearing date has been adjourned to 18 September 2002.



(v)
Fagerdala Singapore Pte Ltd Vs  Denko-HLB Sdn Bhd

Singapore High Court Case No. S1241/2001/C


A writ of summons and statement of claim dated 28 September 2001 was filed by Fagerdala Singapore Pte Ltd against Denko-HLB for a sum of S$731,252.49 (RM1,552,734.16 equivalent assuming an exchange rate of RM1.00 : S$2.123), being the price of goods sold and delivered to Denko-HLB. The Plaintiff has obtained Summary Judgement against the Defendant for the sum of S$771,351.78 together with continuing interest. Plaintiff has registered the judgement in Penang High Court. Defendant filed an application for extension of time to make an application to set aside of the registration of the judgement in Penang. 

 

(vi)
Kerajaan Malaysia Vs Skiva Marketing Sdn Bhd

Kuala Lumpur High Court Civil Suit No. S1-21-157-2002 


A writ of summons dated 25 March 2002 and statement of claim dated 6 September 2001 was filed by Kerajaan Malaysia (Lembaga Hasil Dalam Negeri) against Skiva Marketing for a sum of RM505,405.59 and continuing interest, allegedly due from default in payment of tax for year of assessment 1993 and 1997. Skiva Marketing does not intend to challenge the case and will allow the Plaintiff to obtain a summary judgement. Negotiation is being carried out for an amicable settlement plan.



(vii)
Kerajaan Malaysia Vs Skiva Holdings Sdn Bhd

Kuala Lumpur High Court Civil Suit No. S2-21-184-2001 


21) A writ of summons dated 22 October 2001 and statement of claim dated 5 September 2001 was filed by Kerajaan Malaysia (Lembaga Hasil Dalam Negeri) against Skiva Holdings for a sum of RM1,455,340.68 and continuing interest, for non payment of tax for year of assessment 1991,1992, 1993 and 1997. Consent judgement was made on 31 July 2002 and the company has negotiated with the Plaintiff to settle in several payments.



(viii)
Arab-Malaysian Bank Berhad Vs Skiva Holdings Sdn Bhd and DICB

Kuala Lumpur High Court Civil Suit No. D6-22-1518-2001


22) A writ of summons and statement of claim dated 23 August 2001 was filed by Arab-Malaysian Bank Berhad. The Bank is claiming the sum of RM1,447,473.55 together with continuing interest against Skiva Holdings, as the first Defendant, in respect of banking facilities granted by the Bank and guaranteed by the second Defendant. The Bank has filed an Application for Summary Judgement. The hearing date has been adjourned to 2 October 2002. 



14) Segmental Reporting


Turnover

RM’000
Profit before tax

RM’000
Assets Employed

RM’000

Manufacture and sales of consumer and industrial products
9,376
(1,800)
48,728

Investment holding and others
1,378
(1,369)
14,455

Inter Group Sales
(1,520)
(84)
0

Total
9,234
(3,253)
63,183

23) The group registered a loss before tax of RM3,253,104 for the 1st quarter ended 30 June 2002 compared to a loss before tax of RM2,709,742 for the same quarter ended last year. The revenue for the 1st quarter ended 30 June 2002 recorded at RM9,233,836 as compared with RM11,126,379 recorded 1st quarter last year. 

16)
Review of Current Quarter Performance

Packaging Division

24) Revenue from the packaging division for the 1st quarter ended 30 June 2002 increased to RM3,897,839 compared to the immediate preceding quarter which recorded at RM3,462,847.  Profit before tax was RM241,184 for 1st quarter compared with profit before tax of RM285,301 for the 4th quarter ended 31 March 2002 in last financial year.

Garment Division

25) Revenue from Garment Division for the 1st quarter ended 30 June 2002 decreased to RM3,282,108 compared to RM4,257,646 in 4th quarter ended 31 March 2002 in last financial year. While the Loss before tax for the 1st quarter reduced to RM555,711 compared to Loss before tax of RM6,612,873 in 4th quarter ended 31 March 2002 in last financial year. The huge loss in 4th quarter in last financial year was due to provision for doubtful debt for the debtor.

Infrastructure Division

26) Revenue from Infrastructure Division for the 1st quarter ended 30 June 2002 decreased to RM1,603,000 compared to RM2,590,723 in 4th quarter ended 31 March 2002 in last financial year. The Loss before tax was RM1,677,971 in 1st quarter ended 30 June 2002 compared to Loss before tax of RM4,568,463 in 4th quarter ended 31 March 2002 in last financial year. The huge loss in previous quarter was due to provision for doubtful debt for the debtor.

27) There were no material events subsequent to the end of the 1st quarter. 

28) Demand for industrial division usually slowing down towards the end of the year, while demand for garment division increase during festive seasons.

29) The corporate restructuring proposal which was submitted to the Securities Commission ("SC") in September 2000 was approved by the SC on 16 April 2001 but pending implementation resulted from the current stock market which is not conducive. On 5 June 2002, the Company announced the abortment of the proposals and on the same day announced the undertaking of the new Proposed Corporate and Debt Restructuring Scheme as disclosed in Note (8) above. With the implementation of the proposals the Group will be well positioned to achieve a complete recovery. Simultaneously, the Group continues to formulate, implement and monitor the progress of operation units and believe that Denko Group will emerge stronger and more resilient upon successful realization of the restructuring scheme.

30) Not applicable.

31) The Directors do not recommend any interim dividend.

