TIMBERMASTER INDUSTRIES BERHAD

(Company No. 240031-V)

(Incorporated in Malaysia)

(SPECIAL ADMINISTRATORS APPOINTED)

NOTES TO THE QUARTERLY REPORTING OF FINANCIAL STATEMENTS

1. Accounting Policies
The quarterly financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the most recent annual financial statement.

2. Exceptional Items
There were no exceptional items for the current financial year to date.

3. Extraordinary Items

There were no extraordinary items for the current financial year to date.

4. Taxation
There is no provision for taxation during the current financial year to date as the Company is in anticipation that the Group will continue in a tax loss position.
5. Pre-Acquisition Profits
There were no pre-acquisition profits for the current financial year to date.

6. Sale of Investments and/or Properties
For the current financial year to date, some motor vehicles and an apartment has been disposed by the Group. 

7. Quoted Investment

There were neither sales nor purchases of quoted securities for the current financial year to date and the Group does not hold any quoted investment as at the financial year to date.

8. Changes in the Composition of the Group
There were no changes in the composition of the Group for the current financial year to date.

9. Corporate Development
In December 1999 and January 2000, Pengurusan Danaharta Nasional Berhad (“Danaharta”) appointed Special Administrators to assume control over the assets and affairs of the Company and four (4) of its subsidiaries, namely Timbermaster (Malaysia) Sdn Bhd(“TMM”), Perkayuan T.M. (Malaysia) Sdn Bhd(“PTM”), Timbermaster Timber Complex (Sabah) Sdn Bhd(“TMTC”) and Kompleks Perkayuan Timbermaster Smallholders Sdn Bhd(“KPTS”). 

These companies have a twelve (12) months moratorium period, commencing from the date of appointment of the Special Administrators, during which creditors are prohibited from taking any legal action against the companies without prior consent of Danaharta. The Special Administrators shall as soon as reasonably practicable formulate a corporate and debt restructuring proposal “Propose Workout” that takes into consideration the interest of all stakeholder.

On 3 April 2000, the Special Administrators have made an invitation to the public to tender for the businesses and assets of the Company and its three (3) subsidiaries. The tender closed on 12 May 2000 and the tender proposals have been evaluated by the Special Administrators and submitted for Danaharta’s approval. 

On 22 June 2000, Danaharta announced that Foowood International Sdn Bhd (“ Foowood”) has been chosen as the white knight to acquire the business assets of KPTS and PTM, and to assume the listing status of the Company.

The Special Administrators, on behalf of the Company, KPTS and PTM have on 24 August 2000, entered into a Memorandum of Understanding (“MoU”) with Foowood, the shareholders of Foowood, Brilliant Vintage Sdn Bhd and Capital Salute Sdn Bhd to regulate and record the basic understanding of the key areas of agreement pending finalization and approval of the Proposed Workout.

10. Seasonal or Cyclical Factors
The business operations of the Group are not materially affected by any seasonal or cyclical factors.

11. Changes in Share Capital
There were no issuances or any movement in share capital for the current financial year to date.

12. Group Borrowings and Debts Securities

	
	As at end of current quarter 30.06.00
	
	As at preceding financial year-end 31.12.99

	
	RM’000
	
	RM’000

	Secured
	
	
	

	Revolving credit
	3,000
	
	3,000

	Short term loan
	18,993
	
	18,993

	Bonds
	75,000
	
	75,000

	
	
	
	

	Unsecured
	
	
	

	Bank overdrafts
	22,925
	
	22,925

	Bankers acceptance
	35,650
	
	35,650

	Al-Mudharabah facilities
	2,032
	
	2,032

	Trust receipts
	7,202
	
	7,202

	Revolving credit
	80,016
	
	80,016

	
	
	
	

	
	244,818
	
	244,818


None of the Group’s borrowings as at the financial year-end are denominated in foreign currency. 

13. Contingent Liabilities and Litigations
The Group, through Timbermaster Group International Ltd, is contingently liable for the compensation on logs extracted, refund of profits and liabilities incurred in Bois et Scieries du Gabon (“BSG”) for the time BSG was under the Company’s management and operational control. No provision is made in the accounts, as the directors are unable to ascertain the extent to which such contingencies will crystallise. 

The extent of the commitment and contingencies cannot be quantified at this juncture but the Directors are of the view that its crystallisation is remote.

As disclosed in Note 9 above, five (5) companies in the Group, including Timbermaster Industries Berhad, is currently under the administration of Special Administrators appointed by Danaharta. These companies have a 12 months moratorium period commencing from the date of appointment of the Special Administrators, during which creditors are prohibited from taking any legal action against these companies without prior written consent of Danaharta.

14. Off Balance Sheet Risk Financial Instruments
There are no financial instruments with off balance sheet risk as at the date of the quarterly report.

15.
Material Litigation
As disclosed in Note 9 and 13 above, five (5) companies in the Group, including Timbermaster Industries Berhad, is currently under the administration of Special Administrators appointed by Danaharta. These companies have a 12 months moratorium period commencing from the date of appointment of the Special Administrators, during which creditors are prohibited from taking any legal action against these companies without prior written consent of Danaharta.

Currently, a subsidiary of the company is pursuing legal action on a third party to claim damages amounting to approximately RM6.22 million for non-performance of a machinery supply contract.

16. Segmental Reporting

	
	Turnover
	Cost of Sales
	Loss Before taxation
	Total assets

	
	RM’000
	RM’000
	RM’000
	RM’000

	Individual Period
	
	
	
	

	30.06.00
	
	
	
	

	Timber
	2,641
	5,204
	(9,585)
	N/A

	Property
	-
	-
	(432)
	N/A

	Others
	-
	-
	(5)
	N/A

	
	2,641
	5,204
	(10,022)
	N/A

	
	
	
	
	

	
	Turnover
	Cost of Sales
	Loss Before taxation
	Total assets

	
	RM’000
	RM’000
	RM’000
	RM’000

	30.06.99
	
	
	
	

	Timber
	N/R
	N/R
	N/R
	N/A

	Property
	N/R
	N/R
	N/R
	N/A

	Others
	N/R
	N/R
	N/R
	N/A

	
	N/R
	N/R
	N/R
	N/A

	
	
	
	
	

	Cumulative Period
	
	
	
	

	30.06.00
	
	
	
	

	Timber
	5,102
	10,560
	(20,038)
	182,386

	Property
	-
	-
	(340)
	1,966

	Others
	-
	-
	(9)
	0

	
	5,102
	10,560
	(20.387)
	184,352

	
	
	
	
	

	30.06.99
	
	
	
	

	Timber
	N/R
	N/R
	N/R
	N/A

	Property
	N/R
	N/R
	N/R
	N/A

	Others
	N/R
	N/R
	N/R
	N/A

	
	N/R
	N/R
	N/R
	N/A


Note

N/A
Not applicable

N/R
Not required (The report for the same quarter for the preceding year’s results were previously not required to be announced)  

17. Material Changes In The Quarterly Results

The losses reported in the second quarter amounting to RM 10.022 million as compare to previous quarter amounted RM 10.365 million as a result of continuous accrual of hefty interest expenses. There is no material transaction made in the current quarter as compared to the previous quarter.

18. Review of the Performance of the Group

The Group still continue to report losses as debt interests continue to accumulate. The management is of the opinion that the Group will not anticipate any major changes in its in the forthcoming period.

19. Comment on Current Year Prospects
The ability of the Group to continue as a going concern entity in the foreseeable future is dependent on the successful outcome of the Proposed workout, which is being developed by the Special Administrators as mentioned in Note 9 above. 

Currently, the Group is not expected to generate any profits until some viable income generating businesses are injected into the Group.
20. Variances from Profit Forecast

Not applicable.

21. Dividend

No interim dividend has been declared for the period under review.
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