3.
Notes

1) Accounting Policies And Method Of Computation

The financial statements of the Group have been prepared under the historical cost convention, and comply with the provisions of the Companies Act, 1965 and applicable accounting standards in Malaysia and is similarly observed as those used in the preparation of the most recent annual financial statements.

2) Exceptional Items

There were no Exceptional Items for the quarter ended 30 June 2002.
3) Extraordinary Items

There were no Extraordinary Items for the quarter ended 30 June 2002. 

4) Taxation


Current quarter

Year to Date


RM’000

RM’000






Current taxation
1

1

Deferred taxation
0

0

In respect of prior year
0

0


1

1






There were no provisions for deferred taxation included in the Group’s results for the financial quarter under review.  

5) Sale Of Investment and/or Properties

There were no Sale of Investment and/or Properties for the quarter ended 30 June 2002.

.

6) Quoted Securities

There were no Sale of Quoted Securities for the quarter ended 30 June 2002.

7) Changes In The Composition Of The Group

There are no changes in the composition of the Group for the financial period to date. 

8) Status of Corporate Proposals

With regards to Tajo’s restructuring scheme, Tajo has made announcements pursuant to Practice Note 1/2001 (PN1/2001) on 26 February 2002, 31 January 2002, 28 December 2001, 21 November 2001, 22 October 2001, 12 September 2001, 16 August 2001 and 5 July 2001. 

On 10 October 2001, Public Merchant Bank Berhad (PMBB), on behalf of Tajo, announced their appointment as Tajo’s Adviser with regards to Tajo’s revised plans to regularize its financial condition pursuant to PN4 of the Listing Requirements of the Kuala Lumpur Stock Exchange. In the same announcement, it was also announced that an application for an extension of time pursuant to Paragraph 5.1(c) of PN4 has been made to KLSE on 10 October 2001 as the deadline granted by KLSE to enable Tajo to make a resubmission of its regularization plans to the relevant authorities for approval was on 10 October 2001. 

On 01 November 2001, Public Merchant Bank Berhad (PMBB), on behalf of Tajo, announced that KLSE vide its letter dated 01 November 2001, has granted its approval for an extension of time from 11 October 2001 to 28 February 2002 to enable Tajo to :

1. Revise its regularization plan;

2. Make a revised Requisite Announcement to KLSE; and

3. Submit its revised plan to the regulatory authorities for approval.

Further to the above, Tajo is also required to provide KLSE with detailed progress reports on the development and/or latest status of its regularization plan in accordance with the following schedule :

1st progress report by 15 November 2001;

2nd progress report by 15 December 2001;

3rd progress report by 15 January 2002; and

4th progress report by 15 February 2002.

On 15 November 2001, Public Merchant Bank Berhad, on behalf of Tajo, submitted the 1st progress report on the developments and latest status of Tajo’s regularization plan to KLSE. On 14 December 2001, the 2nd progress report was submitted to KLSE and subsequently, the 3rd progress was submitted to KLSE on 14 January 2002. The fourth progress report was submitted on 15 February 2002.

On 28 February 2002, Public Merchant Bank Berhad, on behalf of Tajo announced that Tajo is still in the process of evaluating and negotiating with its potential “white knights”, which forms an integral part of its regularization plans. In view of that, Public Merchant Bank Berhad on behalf of Tajo announced that Tajo is unable to make the revised requisite Announcement by 28 February 2002. As such, Public Merchant Bank Berhad, on behalf of Tajo, had written to KLSE on 26 February 2002 for an extension of time of three (3) months from 28 February 2002 for Tajo to make the revised Requisite Announcement.

On 11 April 2002, Tajo announced that, KLSE, on even date, did not approve Tajo’s application for a further extension and imposed a suspension on the securities of the Company pursuant to paragraphs 8.14 and 16.02 of the listing requirements. The suspension took effect on 19 April 2002. 

Tajo’s Requisite Announcement was made via Public Merchant Berhad on 10 June 2002 to the KLSE. Tajo has 2 months to submit their proposal to the Securities Commission for approval wherein the Securities Commission has up to 4 months to revert. With the Requisite Announcement being made, the issue of the KLSE not approving the extension of time is no longer relevant.

In relation to the above, Tajo has submitted its Proposed Restructuring Exercise to the Securities Commission (“SC”) on 10 August 2002. Tajo is currently waiting for SC to revert on the Proposed Restructuring exercise. 

9) Issuance And Repayment Of Debt And Equity Securities

There were no issuance of debt, share buy-back, share cancellation, share held as treasury share and resale of treasury share during the financial quarter ended 30 June 2002. 

10) Group Borrowings

Group borrowings for the financial quarter ended 31 March 2002 are as follows:



As at 2nd Quarter ending





30.06.2002

2001



RM’000

RM’000







Secured
- Bank overdraft
45,790

43,932

(short term)
- Term loan
48,797

45,791


- HP and lease payables
4,492

5,757



99,079

95,480

Unsecured
- Bank overdraft
5,230

5,014

(short term)
- Revolving credit
66,481

63,464


- Term loan
14,797

14,159



185,587

178,117

The above borrowings bear interest rates ranging from 7.7% to 16.0% (2001: 7.7% to 16.0%). The term loans are secured by the following:

a) First and second third party legal charges over certain land and buildings of the Company and a subsidiary;

b) Second legal charge over quoted Warrants of the Company owned by a related party.

The above borrowings are in default and repayment is dependent on the success of the proposed restructuring scheme.

11) Contingent Liabilities



As at 2nd  Quarter ending





30.06.2002

2001



RM’000

RM’000







Unsecured
- Corporate guaranteed given to banks for credit facilities granted to subsidiaries
68,165

68,165


- Creditors’ claims
-

-



68,165

68,165

The directors are of the opinion that the likelihood of the above contingencies crystallizing is remote due to the proposed restructuring exercise that the Company is undertaking.

12) Off Balance Sheet Financial Instruments

The Group has not entered into any financial instruments, which carry any off balance sheet risk as at the financial quarter ended 30 June 2002. 

13) Material Litigation

The following are pending material litigation as at the financial quarter ended 30 June 2002 and to the date of this announcement:

(i) 
BSN Merchant Bank Berhad –vs- Tajo Berhad 


Kuala Lumpur High Court Suit No. D1-22-716-1999 


----------------------------------------------------------------------------------


BSN Merchant Bank Berhad (“BSN Merchant”) has commenced an action against Tajo vide Civil Suit No. D1-22-716-1999 dated 17 March 1999 for the sum of RM5,231,114-92 plus interest. 


This was a claim made against the Defendant based on a revolving credit that was granted by the Plaintiff vide their letter of offer dated 22 October 1996 for a principal amount of RM5,000,000-00.


A Memorandum of Appearance was filed by the solicitors acting for Tajo Berhad on 12 May 1999 and a summons-in-chambers was filed on 16 June 1999 for an application pursuant to Order 14 Rules of the High Court 1980 being an application for summary judgment. This application was fixed for hearing 2 November 1999. 


However an application to amend the said application was made by the Plaintiff and order in terms was granted for the amendment. The hearing of the amended Order 14 application was fixed for 5 July 2000 which was postponed to 9 October 2000.    


In the interim, BSN Merchant had vide its letter dated 1 July 2000 agreed to participate in Tajo’s Proposed Debt Restructuring Scheme in which the amount due and owing to BSN Merchant shall be converted into loan stock and equity in Tajo Berhad. 


An order for extension of time to convene the Creditors meeting has been obtained by Tajo Berhad on 28 June 2000 at Kuala Lumpur High Court vide Originating Summons No. D2-2-346-99. The said order has been valid for 6 months and has expired on 2 October 2000 before which the creditors meeting was convened on 15 August 2000.


Tajo Berhad in its letter dated 16 August 2000 has confirmed that BSN Merchant has approved Tajo Berhad’s Proposed Debt Restructuring Scheme. 


An application for Stay of Proceedings via summons in chambers was been filed into court on 30 June 2000 for stay of the proceedings against Tajo Berhad by BSN Merchant and this application was fixed for hearing on 8 December 2000. 


However, a Notice of Discontinuance has been filed in by the Plaintiff’s solicitors on 7 September 2000 upon the instructions of the Plaintiff to withdraw all proceedings against the Defendant in view of the Plaintiff’s acceptance of the Proposed Debt Restructuring Scheme. We are still awaiting the extraction of the sealed fair order of the same. 


It is in our opinion that in view of the notice of discontinuance being filed, there is no impending legal suit by BSN Merchant Bank against Tajo. 

(ii)
HSBC Bank Malaysia Berhad –vs- Alpha Glow Sdn Bhd & Tajo Berhad 

Kuala Lumpur High Court Suit No. D1-22-1020-1999 


-----------------------------------------------------------------------------------------------

Hong Kong Bank Malaysia Berhad (“HSBC”) has commenced an action against Alpha Glow Sdn Bhd (“AGSB”) and Tajo Berhad vide Kuala Lumpur High Court Civil Suit No. D1-22-1020-1999. 


The Writ of Summons and Statement of Claim has been filed against the Defendants on 12 April 1999 for two (2) bank loan facilities granted by HSBC to Alpha Glow Sdn Bhd for the sum of RM735,428.74 and RM174,530.64. A memorandum of appearance was filed on 12 May 1999. 


The claim made against 1st Defendant was pursuant to the letter of offer signed on 23 March 1998 as the principal borrower and the 2nd Defendant as the guarantor to this loan facility. The 1st Defendant is the subsidiary of the 2nd Defendant. 


Accordingly, both parties have agreed to negotiate and pending the outcome of the negotiation. The solicitors for AGSB had applied to court to discharge themselves as solicitors and order in terms was granted on 29 January 2001. The order has been duly served on both parties. Parties are currently in negotiation on terms of settlement. 


As to date, still awaiting for the outcome of the aforesaid negotiations.   

The plaintiff’s have indicated that they are willing to settle this matter as and are awaiting the outcome of the Proposed Debt Restructuring Scheme if which is approved then would dispose of this matter in its entirety.  

(iii) 
Notice of Demand under Section 218 of the Companies Act 1965 for the sum of RM3,224,653.41 due and owing to Arab Malaysian Bank Berhad as at 31/10/1998


------------------------------------------------------------------------------------------------------------


Arab Malaysian Bank Berhad (“AMBB”) has issued a letter of demand to Tajo Berhad on 17-11-1998 for the sum of RM3,224,653.41 being the amount due and owing by Tajo Berhad to AMBB pursuant to a Revolving Credit Facility by AMBB to Tajo Berhad. As to date there has been no legal action commenced against Tajo Berhad. 


AMBB has vide its letter dated 25 October 1999 agreed to participate in Tajo’s Proposed Debt Restructuring Scheme in which the amount due and owing to AMBB shall be converted into loan stock in Tajo Berhad. 


There is no legal action commenced against Tajo as yet and as AMBB have agreed to the Proposed Debt Restructuring Scheme there is no impending legal action that is foreseen against Tajo in this respect. 

(iv)
Claim against Tajo Berhad by Pacific Bank 


-----------------------------------------------------------


Pacific Bank Berhad (“PBB”) has issued a letter of demand to Tajo Berhad on      5 May 1999 for the amount of RM210,861.07 recalling the overdraft facility granted by PBB to Tajo Berhad and also for the payment of the sum of RM262,000-00 being cash cover for the bank guarantee facility granted by PBB. 


PBB has vide its letter dated 23 June 1999 agreed to participate in Tajo’s Proposed Debt Restructuring Scheme in which the amount due and owing to PBB will be converted into loan stock and equity in Tajo Berhad. 


On 9 October 2000, PBB has through its solicitors agreed to stay any legal action that has been commenced against Tajo Berhad until completion of the Proposed Scheme of Arrangement. 


In view of the above, it is in our opinion that there is no impending legal action against Tajo by PBB in this respect as they have intimated their approval of the Proposed Scheme during the creditors meeting held on 15 August 2000. 

(v) 
Revolving Credit Facility of RM2,000,000-00 granted to Tajo Berhad by Bumiputra Commerce Bank Berhad 


------------------------------------------------------------------------------------------------------------


Bumiputra Commerce Bank Berhad (formerly known as Bank of Commerce (M) Berhad [“BCB”]) has through its solicitors on 31 May 1999 issued a letter of demand to Tajo Berhad for the sum of RM2,086,037.85 being the sum due and owing by Tajo Berhad pursuant to the Revolving Credit Facility granted by BCBB. 


No legal action has been commenced as yet pending the outcome of the Proposed Debt Restructuring Scheme. On 30 August 2000, BCBB has through its solicitors agreed not pursue any legal proceedings against Tajo Berhad. 


As such it is in our opinion that there is no impending legal action against Tajo by BCBB in this respect as they have agreed to the Proposed scheme and are awaiting the outcome of the same. 

(vi) 
Solicitors Opinion


---------------------------


We are of the opinion that the claims and/or the prospective claims that are made against Tajo have merit as it is mainly for credit facilities granted to Tajo and/or its subsidiaries. The parties thus far have managed to negotiate the claims made during the creditors meeting duly convened on 15 August 2000the Plaintiffs have expressed the willingness to settle this matter amicably by participating in the Proposed Debt Reconstruction Scheme for the benefit of all parties concerned and are awaiting sanctioning of the same upon which Tajo Berhad would then be free from any legal implications.      

14) Segmental Information

The Group’s Analysis by Activities is as follows:


Cumulative


Turnover

Profit/(Loss) before taxation

Total assets employed


RM’000

RM’000

RM’000








Manufacturing
2,112

(11,692)

56,082

Trading/Retailing
1,917

(111)

1,271

Property development
      -

1,655

97

Construction
      -

-

0

Others
    -

(2,055)

3,153


4,029

(12,203)

60,603

Less: Intra-Group transaction
(823)

-

-


3,206

(12,203)

60,603

15) Comparison With Preceding Quarter’s Results

The Group loss before taxation for the current quarter ended 30 June 2002 was RM7.049 million compared to a loss of RM5.154 million for the preceding quarter ended 31 March 2002. 

16) Review of Performance

The Group recorded a turnover of RM2.079 million for six months period ended 30 June 2002 as compared to the preceding year of 0.945 million. The increase can be attributed to the gradual improvement in demand as a result of the continued government efforts aimed and targeted at revitalizing the local construction industry.

17)
Material Events

There were no material events subsequent to the end of the period reported on that have not been reflected in the financial statement 

18) Seasonality Or Cyclicality of Operations

The operations of the Group are not subject to seasonal or cyclical fluctuations

19) Year 2002 Prospect

The sales of building material, particularly, quality bricks has picked up domestically. Tajo has also identified certain niche opportunities in the local and export market and will be concentrating on this new areas.

Armed with its latest innovation (Veneer Bricks), Tajo is anticipating better revenues for 2002. This is also supported by the results of the government’s continued efforts to stimulate growth in the local economy with its construction related expenditure and the revival of major housing and infrastructure projects.

Tajo’s Proposed Restructuring Exercise will also include the injection of revenue generating assets. With the stable and guaranteed income from these assets to be injected into Tajo, the Company can look forward to a promising future as a profit making entity.

20) Variance On Forecast Profit

Not applicable.

21) Dividend

The Directors do not recommend any dividend for the financial period ended 30 June 2002. 
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