WOO HING BROTHERS (M) BERHAD (3010-D)


(Special Administrators Appointed)


A. 
NOTES TO THE CONDENSED FINANCIAL STATEMENTS
A1. Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Malaysia Securities Exchange Berhad (“MSEB”). 

The interim financial report should be read in conjunction with the audited annual financial statements of the Group for the year ended 31 December 2003. These explanatory notes attached to the interim financial statements provide an explanation of 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 2003.


The interim financial statements have been prepared based on the accounting policies and methods of computation consistent with those adopted in the audited financial statements for the year ended 31 December 2003.

Pengurusan Danaharta Nasional Berhad (“Danaharta”) and the secured creditors approved the Special Administrators’ Workout Proposal dated 8 August 2002 (“Workout Proposal”) pursuant to Section 45 and 46 of the Pengurusan Danaharta Nasional Berhad Act, 1998 (“Danaharta Act”) on 23 August 2002 and 28 August 2002 respectively. The Workout Proposal was approved by the Securities Commission on 7 January 2003. Based on the Workout Proposal, the Company and its subsidiary companies will eventually be liquidated.

Accordingly, the financial statements of the Group has been prepared on a break-up basis whereby adjustments have been made to the value of assets so as to reduce their carrying values to the estimated realisable values, to provide for any further estimated liabilities, and to reclassify property, plant and equipment and long term assets and liabilities as the current assets and current liabilities, where applicable. 

A2. Audit Qualification

The annual financial statements for the period ended 31 December 2003 are qualified in respect of the ability of the Group to continue as a going concern due to accumulated loss of RM119,023,130 resulting in a capital deficiency of RM101,798,130.  The legal suits against the Company are subject to a moratorium under Section 41 of the Danaharta Act unless the prior consent of Danaharta is obtained of the same.

The accumulated loss and capital deficiency of the Group for the period ended 31 March 2004 are RM119,379,644 and RM102,154,644 respectively. 

A3. Seasonality and Cyclicality Factors

The business operations of the Group were not materially affected by any seasonal or cyclical factors during the financial period under review.

A4. Nature and Amounts of Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flow
There was no unusual material event during the quarter.

A5. Changes in Estimates of Amounts Reported in Prior Interim Periods of the Current Financial Year or in Prior Financial Years

There was no material change in estimates reported in the preceding quarters of 2003.

A6. Issuance and Repayment of 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 quarter.
A7. Dividend

No dividend was paid or recommended during the financial period under review.

A8. Segmental Reporting

No segmental analysis is prepared, as the Group has ceased its business operations.

A9. Valuations of Property, Plant and Equipment

There were no valuations of property, plant and equipment during the financial period under review or being brought forward from the previous Annual Financial Statements.

A10.Material Events Subsequent to the End of the Period

There were no material events subsequent to the end of the period that will affect the financial results of the financial period under review.

A11.Changes in Composition of the Group

There were no changes in the composition of the Group during the financial period under review.

A12.Contingent Liabilities/Assets

There are no contingent liabilities or contingent assets since the last annual balance sheet date.

B :  ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING

       REQUIREMENTS

B1. Review of Performance 

For the quarter under review, the Group has not reported any revenue as compared to the revenue of about RM0.7 million in the same period last year.  The decrease in revenue was mainly due to the disposal of the retail watch business, which was the core business of the Group, and cessation of all business operations in the Group as disclosed in the preceding quarter. The Group recorded a loss before and after tax of RM0.36 million in the current quarter as compared to the loss before and after tax of RM2.39 million in the same period last year.

B2. Material Changes in the Quarterly Results as compared with the Preceding Quarter

For the quarter under review, the Group registered nil revenue and a loss before and after tax of RM0.36 million as compared to the preceding quarter’s of about RM0.7 million revenue and loss before taxation of RM2.39 million. 

The decrease in loss before taxation attributed mainly to the decrease in loss contributed by non-performing business, which had been disposed in the preceding quarter and cessation of the provision of finance cost during the period.

B3. Prospect

As disclosed in Note B1 above, the Group has ceased business operations during the financial period under review.

B4. Profit Forecast and Profit Guarantee

There was no profit forecast or profit guarantee made during the financial period under review.

B5. Taxation

There was no provision for taxation during the financial period under review.

B6. Unquoted Investments/Properties

There were no sales of unquoted investment or properties during the financial period under review.

B7. Quoted Securities

There were no purchases or sales of quoted securities during financial period under review.

B8. Corporate Proposals

a. 
On 9 May 2002, the Company entered into an Agreement (“the Principal Agreement”) with Harsukhlal A/L Maganlal Kamdar, Rajnikant A/L Balvantrai Kamdar and Bipin Chandra A/L Balvantrai (collectively as “the Promoters”) for the Company to be restructured and the restructuring include the following:

i) 
the incorporation of a company in Malaysia (“Newco”) for the purposes of implementing the Promoters Proposal;

ii)
the acquisition of the Company by Newco through the issuance of One Million Five  Hundred and Sixty Thousand (1,560,000) ordinary shares of par value of Ringgit Malaysia One (RM1.00) each in Newco (“Newco Shares”) to the existing shareholders of the Company on the basis of One (1) new Newco Share for every Ten (10) shares held in the Company (“Proposed Share Swap”); 

iii) 
the acquisition by Newco of the entire issued and paid-up share capital of:

- Kamdar Sdn Bhd;

- Kamdar Holdings Sdn Bhd;

- Kamdar Stores Sdn Bhd;

- Pusat Membeli-Belah Kamdar Sdn Bhd;

- Pusat Membeli-Belah Kamdar (Penang) Sdn Bhd;

- Kamdar South Sdn Bhd:

- Kesar Sdn Bhd; and

- Mint Saga Sdn Bhd

(collectively, “Kamdar Group”)

for a total purchase consideration of Ringgit Two Hundred and Fifty Million One Hundred and Eighty Nine Thousand (RM250,189,000) to be satisfied by the issuance of One Hundred and Twenty Four Million Four Hundred and Twenty Nine Thousand (124,429,000) Newco Shares at an issue price of Ringgit Malaysia One (RM1.00) each by Newco, Seventy Two Million (72,000,000) irredeemable convertible unsecured loan stocks of nominal value of Ringgit Malaysia One (RM1.00) each by Newco (“ICULS”) and Fifty Three Million Seven Hundred and Sixty Thousand (53,760,000) bonds of nominal value of Ringgit Malaysia One (RM1.00) each by Newco (“Bonds”) together with Fifty Three Million Seven Hundred and Sixty Thousand (53,760,000) detachable warrants of nominal value of Ringgit Malaysia One (RM1.00) each by Newco (“Warrants”);

iv) 
the offer for sale by the shareholders cum vendors of the Kamdar Group (“Vendors”) to the shareholders of the Company of Five (5) Newco Shares, Five (5) ICULS and Five (5) Warrants, as a package, for every One (1) Newco Share held by the shareholders of the Company after the Proposed Issue to Woo Hing Shareholders of Newco Shares at a price to be determined in due course (“Proposed Restricted Offer”);

v) the placement by the Vendors to placees of Ten Million (10,000,000) Newco Shares and Ten Million (10,000,000) Warrants at a price to be determined in due course (“Proposed Placement”);

vi) the transfer of the listing status of the Company to Newco and from the Second Board to the Main Board of MSEB;

vii) 
the transfer by Newco of the entire issued and paid-up share capital of the Company to a special purpose vehicle nominated by the Special Administrators for a total nominal consideration of Ringgit Malaysia One (RM1.00) only;

viii)
the cash payment of Ringgit Ten Million (RM10,000,000) only by the Vendors to the creditors of the Company through the Special Administrators and/or the Creditors’ Agent in settlement of the debts of the Company;

(ix) the transfer of Twelve Million and Two Hundred Thousand (12,200,000) Newco Shares or the proceeds of sale thereof by the Vendors to the creditors of the Company through the Special Administrators and/or the Creditors’ Agent in settlement of the debts of the Company (“Proposed Transfer of Newco Shares”) whereby the Vendors shall in priority to the Proposed Placement (so long as the sale price of such Newco Shares are equivalent to or lower than the placement price of the Newco Shares under the Proposed Placement) use their best endeavours to cause or procure the sale of Nine Million and Two Hundred Thousand (9,200,000) of such Newco Shares at the Promoters’ sole cost and expense (save and except for any brokerage and placement fee payable) and shall cause or procure the underwriting of the remaining Three Million (3,000,000) of such Newco Shares at the Promoters’ sole cost and expense (“Proposed Transfer”);

(x)
the transfer of Ringgit Malaysia Ten Million and Two Hundred Thousand (RM10,200,000) nominal value of ICULS by the Vendors to the creditors of the Company through the Special Administrators and/or the Creditors’ Agent in settlement of the debts of the Company; and

xi)
the put option in respect of the ICULS after the Proposed Transfer of ICULS to be granted by the Vendors to the creditors of the Company (“Proposed Put Option”).

The above Kamdar Proposals have not been completed during the financial period under review. 
b. On 31 May 2002, the Company entered into a conditional Sale of Business and Assets Agreement with Tema Anggun Sdn Bhd for the disposal of the business of retail sales of watches, assets related to the watch business and entire equity interest in Philippe Charriol (M) Sdn Bhd for a cash consideration of RM5 million. The transaction was completed on 1 April 2003.

c. On 6 August 2002, the Company entered into four (4) conditional Sale and Purchase Agreements with Reward Empire Sdn Bhd for the proposed disposal of the following properties for a total cash consideration of RM7,329,100:

-
Shoplot No. G066, Ground Floor, Sungei Wang Plaza, Jalan Sultan Ismail, Kuala Lumpur

- 
Shoplot No. G067, Ground Floor, Sungei Wang Plaza, Jalan Sultan Ismail, Kuala Lumpur

- Land held under Geran 8417, Lot 43840, Daerah Wilayah Persekutuan, Negeri Wilayah Persekutuan with buildings thereon known as No. 38 Jalan Telawi, Bangsar Baru, 59100 Kuala Lumpur

-
Land held under Geran 8418, Lot 43841,Daerah Wilayah Persekutuan, Negeri Wilayah Persekutuan with buildings thereon known as No. 40 Jalan Telawi, Bangsar Baru, 59100 Kuala Lumpur

The above transactions were completed on 31 March 2003. 

d.
On 6 August 2002, the Company entered into four (4) conditional Sale and Purchase Agreements with Orbit Master Sdn Bhd for the proposed disposal of the following properties for a total cash consideration of RM5,670,900:
-
Land held under CT 12577, Lot 574, Section 57, Town of Kuala Lumpur, District of Kuala Lumpur with the building(s) thereon known as 25 Changkat Bukit Bintang, 50200 Kuala Lumpur
-
Land held under CT 12578, Lot 575, Section 57, Town of Kuala Lumpur, District of Kuala Lumpur with the building(s) thereon known as 27 Changkat Bukit Bintang, 50200 Kuala Lumpur

-
Land held under CT 12579, Lot 576, Section 57, Town of Kuala Lumpur, District of Kuala Lumpur with the building(s) thereon known as 29 Changkat Bukit Bintang, 50200 Kuala Lumpur

-
Lot B-1, Block B, Kuala Lumpur Plaza, 179 Jalan Bukit Bintang, 55100 Kuala Lumpur

The above transactions were completed on 31 March 2003.
e. On 18 June 2003, the Company executed a Settlement Agreement with Malayan Banking Berhad (“MBB”) to transfer the Company’s remaining three (3) properties as part settlement to MBB outstanding debts pursuant to the Workout Proposal. The details of the remaining properties are as follows:
-
Two (2) 4 ½ storey shoplots held under Geran No G23554/Lot 770 and Geran No G23555/Lot 771 all in Section 67, Bandar Kuala Lumpur, Wilayah Persekutuan  (postal address : No 110 & 112, Jalan Imbi, Kuala Lumpur);

-
One (1) apartment erected on part of Lot No 12207, Mukin of Bentung, District of Bentung, Pahang (postal address: Unit D1.16.01, Genting View Resort (Phase 4), Genting Highlands, 69000 Pahang Darul Makmur); and

-
Four (4) adjoining shoplot land held under Geran No 24865/Lot 445, Geran No 24866/Lot 446, Geran No 24867/Lot 447 and Geran No 24868/Lot 448 all in Section 46, Bandar Kuala Lumpur, Daerah Kuala Lumpur (postal address: Lot No 445, 446, 447 and 448, Jalan Chow Kit, Kuala Lumpur).

f. The Securities Commission (“SC”), via its letter dated 10 July 2003, approved a further extension of time of seven (7) months up to 7 February 2004 to complete the implementation of the Kamdar Proposals.
g. Eleven (11) of the wholly owned subsidiaries of the Company were placed in provisional liquidation with effect from 24 June 2003 by the respective company’s directors under Section 255 (1) of the Companies Act, 1965 (“Companies Act”). The subsidiaries involved are Luxury Graph Sdn Bhd, The Watch Gallery Sdn Bhd, Variawati Corporation Sdn Bhd, Media Direction Sdn Bhd, The Brown Boutique Sdn Bhd, Victorian Deluxe Sdn Bhd, Alfamaxi Sdn Bhd, Pan Viva Sdn Bhd, Scanwide Corporation Sdn Bhd, Seroja Menarik Sdn Bhd and Seroja Kembangan Sdn Bhd (“the wholly-owned Subsidiaries”). The special resolution for the creditors’ voluntary liquidation was approved by the Special Administrators at the Extraordinary General Meeting of the wholly-owned Subsidiaries held on 21 July 2003 and 22 July 2003 respectively.

h. On 17 September 2003, a supplementary agreement was executed between the Special Administrators and the Promoters to revise certain terms and conditions to the above Principal Agreement and as supplemented on 6 August 2002. The Proposed Revisions include the following:

(i)
The ICULS of NewCo, Kamdar Group (M) Bhd (formerly known as Positive Noble Sdn Bhd) (“KGMB”) to be issued pursuant to the Proposed Acquisitions of Revenue-Based Companies shall be convertible into KGMB Shares on the basis of one (1) new KGMB Share for every RM1.00 nominal value KGMB ICULS held, instead of two (2) new KGMB Shares for every RM3.00 nominal value KGMB ICULS held as per the original Kamdar Proposals;

(ii)
The exercise price of the KGMB Warrants to be issued pursuant to the Proposed Acquisitions of Asset-Based Companies shall be at RM1.00 instead of at RM1.20 as per the original Kamdar Proposals;

(iii)
The Proposed Restricted Offer for sale of the KGMB ICULS together with KGMB Warrants is to be aborted;

(iv) The vendors shall make a cash payment of RM27,500,000 instead of transferring RM10,000,000 cash, 12,200,000 KGMB Shares and RM10,200,000 nominal value KGMB ICULS to the Special Administrators, as consideration for the proposed listing transfer of the Company to KGMB;

(v) The securities to be placed out by the KGMB Vendors shall be revised as follows:

1. 
Up to 30,000,000 KGMB Shares, instead of 22,200,000 KGMB Shares;

2. 
Up to 15,000,000 KGMB Warrants, instead of 10,000,000 KGMB Warrants; and

3. 
Up to RM14,800,000 nominal value KGMB ICULS which was previously not offered under the original Kamdar Proposals.
(vi)
The 12,200,000 KGMB Shares to be transferred by the KGMB Vendors to the Special Administrators and placed out on a best efforts basis shall be aborted; and

(vii) 
The Proposed Put Option to be granted by the KGMB Vendors to the creditors of the Company in respect of the RM10,200,000 KGMB ICULS to be transferred by the KGMB Vendors to the Special Administrators shall be aborted.
Save for the Proposed Revisions, the other principal terms and conditions of the Kamdar Proposals remain unchanged. The Proposed Revisions are subject to the approvals from the following parties:

· Danaharta;

· The secured creditors of the Company, if required;

· The SC;

· The Foreign Investment Committee, if required; and

· Any other approvals, if required.


On 18 November 2003, the Independent Adviser appointed by Danaharta pursuant to Section 26 of the Danaharta Act, Horwath, opined that it is not necessary to convene any meeting of the secured creditors to consider the Proposed Revisions. Accordingly, the Special Administrators may implement the Proposed Revisions without the approval of Danaharta and the secured creditors pursuant to Section 48(7) of the Danaharta Act.

On 16 December 2003, the application to the SC in respect of the Proposed Revisions was made by Commerce International Merchant Bankers Bhd (“CIMB”) on behalf of the Company.

i
On 22 September 2003, the Special Administrators paid the first interim distribution of 4.26% totaling RM5.1 million to unsecured creditors.
j.
On 19 January 2004, an application was made to the SC for a further extension of time of up to six (6) months in order to complete the implementation of Kamdar Proposals. The approval on a second extension of time of six (6) months up to 6 August 2004 was granted by the SC on 3 March 2004.

k.
Danaharta, via its letter dated 26 February 2004, approved a further extension of the moratorium of the Company for a period of twelve (12) months to 1 March 2005.

l.
On 31 March 2004, the SC approved the application of Proposed Revisions made on 16 December 2003 by CIMB, save for the following:

	As approved by the SC on 7 January 2003
	Proposed Revision
	Revision as approved by the SC on 31 March 2004

	Proposed restricted renounceable offer for sale by the Kamdar Group Vendors to the existing shareholders the following securities:

(a)  Up to 6,240,000 ordinary shares of KGMB of RM1.00 per share ("KGMB Shares") on the basis of four (4) KGMB Shares for every one (1) KGMB Share held after the Proposed Share Swap at an offer price of RM1.00 per share; and

(b)  Up to RM7,800,000 nominal value KGMB ICULS and 7,800,000 KGMB warrants on the basis of RM5.00 nominal value KGMB ICULS and five (5) KGMB warrants for every one (1) ordinary KGMB share held after the Proposed Share Swap, at an offer price of RM1.00 for every RM1.00 nominal value ICULS and one (1) warrant, collectively.


	Proposed restricted renounceable offer for sale by the Kamdar Group Vendors to the existing shareholders of the Company of up to 6,240,000 KGMB Shares on the basis of four (4) KGMB Shares for every one (1) KGMB Share held after the Proposed Share Swap at an offer price to be determined at a later date.
	(a) Restricted renounceable offer for sale by the Kamdar Group Vendors to the existing shareholders of the Company of up to 6,240,000 KGMB Shares on the basis of four (4) KGMB Shares for every one (1) KGMB Share held after the Proposed Share Swap at an offer price to be determined at a later date

	
	
	(b) Restricted non-renounceable offer for sale by the Kamdar Group Vendors to the existing shareholders of the Company of RM7,800,000 nominal value KGMB ICULS and 7,800,000 KGMB warrants on the basis of RM5.00 nominal value KGMB ICULS and five (5) KGMB warrants for every one (1) ordinary KGMB share held after the Proposed Share Swap, at an offer price of RM1.00 for every RM1.00 nominal value ICULS and one (1) warrant, collectively.


The approval of the SC for the Kamdar Proposals is also conditional upon the following:

(i)
CIMB notifying all parties associated with the issuance of ICULS, Bonds, and Warrant of KGMB on the proposed revisions;

(ii)
CIMB obtaining the approval of all parties associated with the Proposed Revisions, if necessary;

(iii) CIMB must submit to the SC a copy each of the complete revised term sheets and principal terms and conditions of the ICULS, Bonds and Warrants of KGMB in hard copy and on a diskette prior to the issuance of the KGMB ICULS, Bonds and Warrants; and

(iv) CIMB must submit to the SC a written confirmation on compliance to the above conditions.

m.
On 8 April 2004, pursuant to an exchange of letters dated 16 March 2004 and 7 April 2004 between the Company and MBB, the deadline of the perfection of the transfer and assignment for the remaining properties to MBB as stipulated in the Settlement Agreement dated 18 June 2003 was extended to 31 July 2004.

n. The subsidiaries of the Company, namely Golden Linear Marketing Sdn Bhd and Soon Hee Goldsmith Jewellery Sdn Bhd were placed in provisional liquidation with effect from 7 May 2004 by the respective company’s directors under Section 255 (1) of the Companies Act. On 19 May 2004, the shareholders of Golden Linear Marketing Sdn Bhd, namely Persona Biru Sdn Bhd and the Company approved the Special Resolution for the creditors' voluntary liquidation at the Extraordinary General Meeting held on 19 May 2004.

o. On 15 May 2004, the notice of final meeting of the member and creditors to be held on 22 June 2004 and 23 June 2004 respectively pursuant to Section 272(2) of the Companies Act 1965 for each of the eleven (11) wholly-owned Subsidiaries under creditors' voluntary liquidation were issued by the Liquidator, Mr Michael Joseph Monteiro.

The above final meetings will held at 22-M, Jalan Tun Sambanthan 3, 50470 Kuala Lumpur to consider the Liquidator's Statements of Accounts and the disposal of the subsidiaries' books, records and documents.

B9. Group Borrowings and Debt Securities 

The Group borrowings and debt securities as at the end of the fourth quarter are as follow:

	
	As at
	As at

	
	31.3.2004
	31.12.2003

	
	RM’000
	RM’000

	
	
	

	Bank overdraft – secured
	-
	           - 

	Bank overdraft – unsecured
	21,984
	21,984

	Term loan – secured
	35,117
	35,117

	Revolving credit – unsecured
	42,692
	42,692

	
	
	

	
	99,793
	99,793

	
	
	

	Amount payable within 12 months
	99,793
	99,793

	Amount payable after 12 months
	-
	-


All borrowings are denominated in Ringgit Malaysia.

B10.Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this announcement.

B11.Material Litigation

There are demands for settlement actions from the financial institutions stated in Note B9 above.  These are subject to twelve months moratorium period under Section 41 of the Act, which took effect from the appointment of the Special Administrators on 2 March 2000 and subsequently extended to 1 March 2005 pursuant to Section 41(3) of the Danaharta Act.

B12.Earnings Per Share  

Earnings per share for the current quarter is calculated by dividing net loss after tax and minority interest of RM0.36 million by 15.6 million ordinary shares in issued during the financial period.

B13.Appointment of the Special Administrators   

On 2 March 2000, Danaharta appointed Mr. Heng Ji Keng and Mr. Kelvin Edward Flynn as the Special Administrators for the Company pursuant to Section 24 of the Danaharta Act. On 10 October 2001, Danaharta appointed Mr. Bradley Dean Norman to replace Mr. Kelvin Edward Flynn as the Special Administrators for the Company pursuant to Section 24 of the Danaharta Act. With the appointment, the Special Administrators have assumed full control of the Company’s affairs and assets. 

The twelve (12) months debt moratorium period, which took effect from the date of appointment of the Special Administrators on 2 March 2000 and subsequently extended to 1 March 2005 pursuant to Section 41(3) of the Danaharta Act.

HENG JI KENG

Special Administrator


Date : 28 May 2004
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