EXPLANATORY NOTES AS PER MASB 26 – INTERIM FINANCIAL REPORTING

	M1.
	Basis of Preparation - MASB 26, Paragraph 16 (a)

The interim financial report is unaudited and has been prepared in compliance with Malaysian Accounting Standards Board 26 (MASB 26), Interim Financial Reporting and Malaysia Securities Exchange Berhad Listing Requirements (MSEB LR).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002. In addition, MASB 25, Income Taxes was adopted during the financial year ended 31 December 2003.
The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002.



	M2.
	Preceding Year’s Audit Report - MASB 26, Paragraph 16 (b)

The auditors’ report on the financial statements of the Group were not subject to any qualification and did not include any adverse comment made under subsection (3) of Section 174 of the Companies Act, 1965.



	M3.
	Seasonal or Cyclical Factors - MASB 26, Paragraph 16 (c)

The Group’s business operations were not materially affected by any seasonal or cyclical factors.



	M4.
	Nature and amount of items affecting assets, liabilities, equity, net income, or cashflows that are unusual because of their nature, size, or incidence - MASB 26, Paragraph 16 (d)
There were no items affecting the assets, liabilities, equity, net income or cashflows that were unusual because of their nature, size, or incidence for the quarter ended 31 December 2003.



	M5.


	Changes in Estimates - MASB 26, Paragraph 16 (e)
There were no material changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial year, that have a material effect in the current interim period.



	M6.
	Issuances, cancellations, repurchases, resale and repayments of debt and equity securities - MASB 26, Paragraph 16 (f)

During the quarter ended 31 December 2003, Tajo Berhad (“Tajo”) issued 500 shares pursuant to the exercise of 500 warrants 1995/2003. 
In the same quarter, there was a Capital Reconstruction of the share capital of Tajo pursuant to Section 64 of the Companies Act, 1965 (“Act”) involving the following :

(a) The Capital Reduction by the cancellation of RM0.99 from each existing ordinary share of RM1.00 each par value in Tajo;

(b) The issuance of 395,400 Consolidated Shares of RM1.00 each in Tajo (“Consolidated Shares”) on the basis of one (1) Consolidated Share for every one hundred (100) resultant ordinary shares of RM0.01 each after the Capital Reduction; and

(c) The reduction of the existing unexercised warrants of Tajo on the basis of one hundred (100) warrants into one (1) warrant (“Consolidated Warrant”).
The unexercised warrants 1995/2003 of Tajo expired on 27 December 2003.
As at 31 December 2003, the paid up share capital of Tajo stands at 395,400 ordinary shares of RM1.00 each.



	M7.
	Dividend Payout - MASB 26, Paragraph 16 (g)
No dividends have been paid since the beginning of the current financial year.



	M8.
	Segmental Reporting - MASB 26, Paragraph 16 (h)


	
	
	Cumulative

	
	
	Turnover
	Profit/(Loss)
	Total Assets

	
	
	
	Before Taxation
	Employed

	
	
	
	
	

	
	
	RM ‘000
	RM ‘000
	RM ‘000

	
	
	Unaudited
	Audited
	Unaudited
	Audited
	Unaudited
	Audited

	
	
	31.12.03
	31.12.02
	31.12.03
	31.12.02
	31.12.03
	31.12.02

	
	Manufacturing
	7,691
	7,066
	(25,192)
	(106,834)
	37,146
	40,032

	
	Trading/Retailing
	9,654
	3,477
	295
	(48)
	4,723
	3,190

	
	Property Development
	Nil
	Nil
	(4,375)
	(2,560)
	935
	340

	
	Others
	Nil
	Nil
	(26)
	(21)
	3,129
	3,699

	
	
	17,345
	10,543
	(29,298)
	(109,463)
	45,933
	47,261

	
	Consolidation adjustments
	(6,667)
	(3,221)
	(6)
	66,125
	(5,041)
	(3,235)

	
	
	10,678
	7,322
	(29,304)
	(43,338)
	40,892
	44,026

	
	
	
	
	
	
	
	

	M9.
	Valuations of Property, Plant and Equipment - MASB 26, Paragraph 16 (i)
For the quarter ended 31 December 2003, there were no valuations done for the property, plant and equipment for the group. The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statement.



	M10.
	Material Events Subsequent to the end of the Interim Period - MASB 26, Paragraph 16 (j)
In the opinion of the Directors, the financial statements for the interim period have not been affected by any material event that has occurred between the end of the interim period and the date of this report except as disclosed in note K8(a).



	M11.
	Changes in Composition of the Group - MASB 26, Paragraph 16 (k)
On 26 December 2003, Tajo became the wholly-owned subsidiary of Mithril Berhad.


	M12.
	 Contingent Liabilities - MASB 26, Paragraph 16 (l)

As at 4th Quarter             Year ended

ended                         31.12.2002

31.12.2003

(Unaudited)                     (Audited)

RM ‘000                        RM ‘000

Unsecured:

Corporate Guarantees given to banks for credit
facilities granted to a former subsidiary                       Nil                                 Nil
Creditors’ Claims                                                              Nil                                 Nil

                                                                                _______________________________

                                                                                         Nil                                 Nil

                                                                                _______________________________

There is no contingent liability at Group level for the quarter ended 31 December 2003.


	EXPLANATORY NOTES AS PER MALAYSIA SECURITIES EXCHANGE BERHAD LISTING REQUIREMENTS



	K1.
	Review of Performance of the Company and Principal Subsidiaries

The Group recorded a turnover of RM2.714 million for the fourth quarter ended 31 December 2003 as compared to RM2.879 million as announced for 31 December 2002. The following adjustments were made in the cumulative quarter ended 31 December 2002 :

1. An elimination of inter-company sales between Tajo Berhad and Tajo Marketing Sdn Bhd of RM2.170 million from 1 January 2002 to 30 September 2002 (9 months); and

2. A reclassification of RM1.659 million of deferred land cost written back from revenue to other operating income. This amount was recognized as revenue in 30 September 2002.

Hence, after taking into account the above adjustments in December 2002, the turnover for the fourth quarter ended 31 December 2002 is (RM0.95 million), as shown in Part A2 : Summary of Key Financial Information. 

Comparison of current quarter ended 31 December 2003 against the same quarter in comparison in 2002, i.e. the quarter ended 31 December 2002

The Group’s loss before taxation for the current quarter ended 31 December 2003 was RM6.692 million as compared to a loss of RM16.385 million for the same period last year. The higher losses last year was attributed to provision for impairment loss of property, plant and equipment of RM10.445 million made during the quarter ended 31 December 2002.



	K2.
	Material Change in Profit/Loss Before Taxation

Comparison of current quarter ended 31 December 2003 against immediate preceding quarter ended 30 September 2003

	
	


The Group‘s loss before taxation for the current quarter ended 31 December 2003 was RM6.692 million as compared to a loss of RM7.236 million in the immediate preceding quarter ended 30 September 2003. In comparison with the current quarter, the loss in the immediate preceding quarter was higher due to expenses incurred in relation to the Restructuring Exercise.

Turnover for the current quarter as at 31 December 2003 is RM2.714 million as compared to RM3.442 million in the preceding quarter ended 30 September 2003. The decrease in the turnover during the current quarter is mainly due to slowdown in sales during the festive seasons of Deepavali and Hari Raya Puasa during the last quarter of 2003.

	K3.
	Prospects for 2004 
Sale of brick products for the financial year ended 2003 has increased in tandem with demand and with better marketing strategies. Barring unforeseen circumstances, the group anticipates that business would maintain at the current level for 2004.



	K4.
	Variance on Forecast Profit and Shortfall in Profit Guarantee 
This note is not applicable.



	K5.
	Taxation – MSEB LR, App 9B (Notes 4)
The taxation charge comprises:

Current Quarter        Current year to date

RM ‘000                       RM ‘000

Current Taxation                                                                Nil                                Nil

Overprovision of Taxation                                                  Nil                                42

Deferred Taxation                                                              Nil                                Nil

                                                                                _______________________________

                                                                                           Nil                                42

                                                                                _______________________________

This amount refers to tax refund from the Inland Revenue Board during the immediate preceding quarter for one of Tajo’s subsidiaries, Tajo Marketing Sdn Bhd, in respect of financial years 1997 and 1998.




	K6.
	Profit / (Loss) on Sale of Unquoted Investments and/or Properties 
There were no sale of unquoted investments and/or properties for the quarter ended 31 December 2003.



	K7.
	Quoted Securities 
There were no purchase or sale of quoted securities for the quarter ended 31 December 2003.




	K8.


	a) Status of Corporate Proposals 
Reference is made to the monthly announcements made by Tajo Berhad in relation to Practice Note 1/2001 – Default in Payment.

On 12 December 2003, Public Merchant Bank Berhad (“PMBB”), on behalf of the Board of Directors (“BOD”) of Tajo Berhad (“Tajo”), announced that the Malaysia Securities Exchange Berhad (“MSEB”) had vide its letter dated 11 December 2003, granted approval-in-principal to Mithril Berhad (“Mithril”) for the admission of the Official List and the listing of and quotation for the entire issued and paid-up capital of Mithril and other securities issued pursuant to the Restructuring Exercise of Tajo on the Second Board of the MSEB.
On 18 December 2003, an announcement was made on the Book Closure Date for the Capital Reconstruction and the Scheme of Arrangement which is undertaken as part of the Restructuring Exercise of Tajo.
On 19 December 2003, a circular to shareholders and warrantholders was issued in relation to the following:

(i) 
The Capital Reconstruction of the share capital of Tajo pursuant to Section 64 of the Companies Act, 1965 (“Act”) involving the following : 

(a) The Capital Reduction by the cancellation of RM0.99 from each existing ordinary share of RM1.00 each par value in Tajo;
(b) The issuance of 395,400 Consolidated Shares of RM1.00 each in Tajo (“Consolidated Shares”) on the basis of one (1) Consolidated Share for every one hundred (100) resultant ordinary shares of RM0.01 each after the Capital Reduction; and
(c) The reduction of the existing unexercised warrants of Tajo on the basis of one hundred (100) warrants into one (1) warrant (“Consolidated Warrant”)

(collectively referred to as the “Capital Reconstruction”)

(ii) 
The Share Exchange of 395,400 Consolidated Shares for 395,400 new ordinary shares of RM1.00 each in Mithril (“Mithril Shares”) on the basis of one (1) new Mithril Share for each Consolidated Share held by the existing shareholders of Tajo after the Capital Reconstruction (“Share Exchange”);
(iii) 
The Warrant Exchange of 147,980 Consolidated Warrants for 147,980 new warrants A in Mithril (“Mithril Warrants”) on the basis of one (1) new Mithril Warrant for each Consolidated Warrant held by the existing shareholders of Tajo after the Capital Reconstruction (“Warrant Exchange”); and
(iv) 
The closure of books relating to the entitlement to the Consolidated Shares and the Consolidated Warrants and consequently the new Mithril Shares and new Mithril Warrants arising from the Share Exchange and Warrant Exchange respectively.
The Notice of Book Closure was on 24 December 2003.
The Capital Reconstruction, Share Exchange and Warrant Exchange was completed on 26 December 2003.

On 4 February 2004, PMBB, on behalf of the BOD of Tajo announced that the Securities Commission (“SC”) had vide its letter dated 28 January 2004, which was received on 29 January 2004, approved the Exemption from the obligation to extend a mandatory offer for the remaining ordinary shares of RM1.00 each in Mithril not already owned by MAA Holdings Berhad, Malaysian Assurance Alliance Berhad and MAA Credit Sdn Bhd (collectively referred to as "MAAH Group"), which may arise from the exercise of the new warrants held by MAAH Group (i.e. Warrants B which are the warrants to be issued pursuant to the Debt Settlement) upon completion of the Restructuring Exercise.
On 5 February 2004, PMBB announced on behalf of the BOD of Tajo that the SC had vide its letter dated 30 January 2004 approved the revised conversion period of the Redeemable Convertible Unsecured Loan Stocks (“RCULS”) to be issued pursuant to the Proposed Saferay Acquisition. The revised conversion period shall commence immediately upon issue instead of from the beginning of the second year from the date of the issue.
The BOD of Tajo also announced on 17 February 2004 that Mithril had on 16 February 2004 entered into Underwriting Agreements with :
a) 
MIDF Sisma Securities Sdn Bhd (“MIDF”) in respect of MIDF agreeing to underwrite:
(i) 
Fifty Nine Million (59,000,000) 3% 8-Year Redeemable Convertible Secured Loan Stocks ("RCSLS"); and
(ii) 
Sixty Million and Seven Hundred Thousand (60,700,000) 8% 5-Year Irredeemable Convertible Unsecured Loan Stocks ("ICULS") and
b) 
Avenue Securities Sdn Bhd (“ASSB”) in respect of ASSB agreeing to underwrite Fifteen Million Eight Hundred and Sixteen Thousand and Eighty (15,816,080) new ordinary shares in Mithril with a par value of RM1.00 each to be issued pursuant to the Proposed Rights Issue ("Rights Shares") together with the attached Five Million Two Hundred and Seventy Two Thousand and Twenty Seven (5,272,027) Mithril warrants on the basis of one (1) Mithril Warrant B for every three (3) Rights Shares ("Mithril Warrants B") upon completion of the Restructuring Exercise. 
On the same date, PMBB announced on behalf of the BOD of Tajo that MSEB had vide their letter dated 13 February 2004, approved the Company’s application for an exemption for the trading of the rights in relation to the Rights Issue.
Tajo is in the midst of implementing its Restructuring Exercise and any updates will be announced.

b) Status of Utilisation of Proceeds Raised 

This note is not applicable.




	K9.
	Group Borrowings 

Group borrowings for the financial quarter ended 31 December 2003 are as follows:

As at 4th Quarter      

       ended                       Year ended

   31.12.2003                    31.12.2002

   (Unaudited)                     (Audited)

      RM ‘000                        RM ‘000

Short Term Borrowings

Secured (short term)

 - Bank Overdraft                                                           51,592                           47,564

 - Term Loan, due within 12 months                              59,351                           52,075

 - HP and Lease Payables                                               6,017                             4,975

 - Hire Purchase Interest Payable                                    5,850                            3,888

 - Hire Purchase penalty on interest payable                   1,803                            1,430

_______________________________

                                                                                     124,613                          109,932    

                                                                               _______________________________  Unsecured (short term)
 - Bank Overdrafts                                                            6,116                              5,727

 - Revolving Credits                                                        74,561                            69,684

 - Term Loan, due within 12 months                              17,715                            16,293

 ______________________________                                                                                                                                                                                    

         98,392                             91,704

_______________________________

                                                                                       223,005                          201,636

_______________________________

Long Term Borrowings

Unsecured (long term)

 - HP and Lease Payables                                               11,272                            12,416

                                                                                _______________________________

The above borrowings bear interest rates ranging from 7.7% to 16.0% (2002: 7.7% to 16.0%) per annum. The term loans are secured by the following:

a) First, second and 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 Restructuring Exercise.




	K10.
	Off Balance Sheet Financial Instruments 

There were no financial instruments with off-balance sheet risk as at 24 February 2004 being the latest practicable date from the date of the issue of this quarterly report.




	Changes in Material Litigation (Cont’d)

On 30 September 2003, BSN Merchant together with the scheme lenders of the Tajo Group has entered into a Debt Settlement Agreement (“DSA”) with Tajo and Mithril. The settlement date as per the DSA is no later than 31 March 2004. Based on this, there is no impending legal action that is foreseen against Tajo in this respect. 

(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 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.

HSBC vide their letter to Tajo dated 23 December 2002, had agreed to participate in the Restructuring Exercise which was submitted to the Securities Commission on 10 August 2002. 

On 30 September 2003, HSBC together with the scheme lenders of the Tajo Group has entered into a Debt Settlement Agreement (“DSA”) with Tajo and Mithril. The settlement date as per the DSA is no later than 31 March 2004. Based on this, there is no impending legal action that is foreseen against Tajo in this respect. 

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

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

AmBank 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 AmBank shall be converted into loan stock in Tajo.

Subsequently, on 25 September 2002 AmBank gave their approval in principal to participate in the revised Proposed Debt Restructuring Exercise of Tajo. 

Changes in Material Litigation (Cont’d)

On 30 September 2003, AmBank together with the scheme lenders of the Tajo Group has entered into a Debt Settlement Agreement (“DSA”) with Tajo and Mithril. The settlement date as per the DSA is no later than 31 March 2004. Based on this, 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 on 5 May 1999 for the amount of RM210,861.07 recalling the overdraft facility granted by PBB to Tajo 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. 

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

Subsequently to the above, PBB had merged with Malayan Banking Berhad (‘Maybank”). On 7 October 2002 Maybank gave their approval in principal to participate in the revised Proposed Debt Restructuring Exercise of Tajo. The approval includes the debt owed by Tajo to PBB. 

On 30 September 2003, Maybank together with the scheme lenders of the Tajo Group has entered into a Debt Settlement Agreement (“DSA”) with Tajo and Mithril. The settlement date as per the DSA is no later than 31 March 2004. Based on this, there is no impending legal action that is foreseen against Tajo in this respect. 

(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 for the sum of RM2,086,037.85 being the sum due and owing by Tajo 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. 

Subsequently, on 28 December 2002 BCB gave their approval in principal to participate in the revised Proposed Debt Restructuring Exercise of Tajo. 

On 30 September 2003, BCB together with the scheme lenders of the Tajo Group has entered into a Debt Settlement Agreement (“DSA”) with Tajo and Mithril. The settlement date as per the DSA is no later than 31 March 2004. Based on this, there is no impending legal action that is foreseen against Tajo in this respect. 

Changes in Material Litigation (Cont’d)

(vi)
Solicitors’ Opinion 

It is in the opinion of Tajo’s Solicitors 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. As the Plaintiffs have entered into a Debt Settlement Agreement with Tajo on 30 September 2003, Tajo’s solicitors do not anticipate any impending legal action against the Defendants. 


	

	K12.
	Dividend 

The Directors do not recommend any dividend for the financial period ended 31 December 2003.



	K13. 
	Earnings Per Share

a) Basic Earnings per share

The basic earnings per ordinary share has been calculated by dividing the Group’s net loss for the quarter to date of RM6,691,543 (2002 : RM16,443,351) by the weighted average number of ordinary shares of the Company in issue during the current financial year to date of 395,400 shares (2002 : 39,540,000).

b) Fully diluted earnings per share

This note is not applicable.




ADDITIONAL EXPLANATORY NOTE

	A1.
	Minimum Paid-up Capital Requirement of RM40 million

The Group notes that the minimum paid-up capital of all Second Board companies is RM40.0 million and has taken the necessary steps to comply with this requirement.

It is also to be noted that the trading of Tajo’s shares has been suspended since 19th April 2002. Tajo has on 10th August 2002 submitted its Restructuring Exercise to the Securities Commission and approval from the Securities Commission has been given vide the Securities Commission’s letters dated 24th December 2002 and 25 August 2003. 

As explained in note K8, Tajo is now in the process of implementing the Restructuring Exercise.

It is anticipated that upon the successful implementation of Tajo’s Restructuring Exercise, the issue of the requirement to meet the minimum paid-up capital would no longer arise.
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