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 second quarterly financial statements have been prepared based on accounting policies and methods of computation in accordance to MASB and consistent with those adopted in the preparation of the Group’s annual financial statement for the financial period under review.

2. Exceptional Items

There were no exceptional items for the financial period under review.

3. Extraordinary Items

There were no extraordinary items for the financial period under review.

4. Taxation

There were neither prior year adjustments in respect of deferred tax nor provision for taxation during the financial period under review as the Company anticipates that the Group will continue to be in a tax loss position.
5. Pre-Acquisition Profits
There were no pre-acquisition profits for the financial period under review.

6. Quoted Investment

There were neither sales nor purchases of quoted securities for the financial period under review and the Group does not hold any quoted investments as at the end of the financial period.

7. Changes in the Composition of the Group
As part of the TMIB Group restructuring exercise, the Special Administrators (“SA”) had  announced on 7 July 2001, the sale of the entire issued and paid-up capital of Perkayuan T.M. (Malaysia) Sdn Bhd (Special Administrators appointed) (“PTM”), a wholly-owned subsidiary of TMIB.  The completion of the sale is currently pending fulfilment of certain conditions precedent.

8. Status of Corporate Proposal      
On 12 August 2002, the Special Administrator (“SA”), on behalf of TMIB, announced that TMIB had on 9 August 2002 entered into a memorandum of understanding with Leong Wei Kong, Abd Aziz bin Jantan, Yip Fong Ngoh @ Yep Fong Ngoh, Sarena Binti Abdullah @ Soo Kuan Thye, Mohamed Yusoff Bin Ismail, Puti Mahonom Binti Jantan and Syarikat Amiziz (M) Sdn Bhd to regulate and record basic understanding and the principal terms and conditions of the Workout Proposal for the corporate and debt restructuring of the TMIB, pending the execution of definitive agreements as to the terms and conditions of the Workout Proposal which shall consist of, but is not limited to the following:

· Proposed incorporation of NewCo;

· Proposed capital reconstruction involving a capital reduction and consolidation of TMIB shares (“Consolidated Shares”);

· Proposed acquisition of the entire reduced and consolidated share capital of TMIB by NewCo by way of a exchange of Consolidated Shares for new ordinary shares in NewCo at a ratio;

· Proposed acquisitions of Maju Weko Timber Industries Sdn Bhd, Maju Leweko Timber Sdn Bhd, Sykt Amiziz (M) Sdn Bhd, Kota Pinang Sdn Bhd, Sesenduk Air Sdn. Bhd and Petralman Sdn Bhd by NewCo;

· Proposed placement and/or offer for sale by the Vendors of NewCo shares to meet the Policies and Guidelines on Issue/ Offer of Securities issued by the Securities Commission and KLSE Listing Requirements on public spread;

· Proposed waiver of a mandatory offer;

· Proposed settlement of debts in TMIB; 

· Proposed transfer of the listing status of TMIB; and

· Proposed liquidation of TMIB.

As part of TMIB’s restructuring exercise, TMIB had on:-

· 10 September 2001, served petitions under Section 218 of the Companies Act 1965 to wind up 9 of its wholly owned subsidiary companies (as listed below) which are dormant and inactive.

(i)  Timbermaster Management Sdn Bhd

(ii)  Timbermaster Realty Sdn Bhd

(iii)  Timbermaster Products Sdn Bhd

(iv)  Dawning Enterprise Sdn Bhd

(v)  Lagenda Ria Sdn Bhd

(vi)  TM Capital Sdn Bhd

(vii)  SHDC Timbermaster Sdn Bhd

(viii)  Miracle Creation Sdn Bhd

(ix)  Forest Forever (M) Sdn Bhd

· 13 June 2002, sold the assets of Kompleks Perkayuan Timbermaster Smallholders Sdn Bhd (Special Administrators Appointed) (“KPTS”) and 3 pieces of land owned by Syarikat Yale Enterprise Sdn Bhd (a wholly owned subsidiary of KPTS).  The completion of the sale is currently pending fulfilment of certain conditions precedent.

KPTS is a 72.5% owned subsidiary of TMIB.

· 23 August 2002, advertised for the sale of assets of Timbermaster Timber Complex (Sabah) Sdn Bhd (Special Administrators Appointed)(“TMTC”).  TMTC is a wholly owned subsidiary of TMIB.

9. Changes in Share Capital

There were no issuances and repayments of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale treasury shares for the current financial year-to-date.
10. Group Borrowings and Debts Securities

	
	As at end of current quarter 31.06.02
	
	As at preceding financial year-end 31.12.01

	
	RM’000
	
	RM’000

	Secured
	
	
	

	Revolving credit
	3,000
	
	3,000

	Short term loan
	19,794
	
	19,633

	Bonds
	75,000
	
	75,000

	HP & Leasing
	6,704
	
	6,704

	
	104,498
	
	104,337

	Unsecured
	
	
	

	Bank overdrafts
	24,938
	
	24,905

	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

	
	149,838
	
	149,805

	
	
	
	

	Total
	254,336
	
	254,142


None of the Group’s borrowings are denominated in foreign currency. 

11.       Contingent Liabilities

There were no changes in contingent liabilities since the last annual balance sheet as at 31 December 2001.

12.     Off Balance Sheet Risk Financial Instruments

There are no financial instruments with off balance sheet risk as at the date of this quarterly report.

13.     Material Litigation

TMIB and four (4) companies in the Group, namely KPTS, Timbermaster (Malaysia) Sdn Bhd (Special Administrators Appointed)(“TMM”), TMTC and PTM are currently under the administration of Special Administrators appointed by Pengurusan Danaharta Nasional Berhad (“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. 

Pursuant to Section 41(3) of the Danaharta Act, the 12 months moratorium granted to TMIB and the affected subordinates has been extended twice with the latest extension to expire on 13 December 2002 for TMIB, KPTS, TMM and TMTC and 23 January 2003 for PTM. 

14. Segmental Reporting

	
	Turnover
	Cost of Sales
	Loss Before taxation
	Total assets

	
	RM’000
	RM’000
	RM’000
	RM’000

	Individual Period
	
	
	
	

	30.06.02
	
	
	
	

	Timber
	-
	3,019
	(8,311)
	N/A

	Property
	-
	-
	(178)
	N/A

	Others
	-
	-
	(2,923)
	N/A

	
	-
	3,019
	(11,412)
	N/A

	
	
	
	
	

	
	Turnover
	Cost of Sales
	Loss Before taxation
	Total assets

	
	RM’000
	RM’000
	RM’000
	RM’000

	30.06.01
	
	
	
	

	Timber
	-
	2,865
	(4,514)
	N/A

	Property
	-
	-
	(315)
	N/A

	Others
	-
	-
	(5,478)
	N/A

	
	-
	2,865
	(10,307)
	N/A

	
	
	
	
	

	Cumulative Period
	
	
	
	

	30.06.02
	
	
	
	

	Timber
	-
	6,032
	(15,681)
	63,689

	Property
	-
	-
	(333)
	3,109

	Others
	-
	-
	(5,819)
	298

	
	-
	6,032
	(21,833)
	67,096

	
	
	
	
	

	30.06.01
	
	
	
	

	Timber
	-
	5,730
	(15,118)
	66587

	Property
	-
	-
	(315)
	3,293

	Others
	-
	-
	            (5,644)                
	1,787

	
	-
	5,730
	(21,077)
	71,667


N/A denotes Not applicable

15. Material Changes In The Quarterly Results

The Group incurred a loss before tax of RM 11.41 million compared to the immediate preceding quarter loss of RM 10.42 million.

16.    Review of the Performance of the Group

The Group still continued to report losses for the current quarter and financial year-to-date, as debt interests continued to accumulate. The management is of the opinion that the Group will not anticipate any major changes in the forthcoming period.

17.    Material Events

As at 30 August 2002, there were no material events subsequent to the end of the first quarter of the financial year that have not been reflected in the financial statement for the said period. 
18.    Seasonal or cyclical Factors

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

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 Workout Proposal, which will be developed by the Special Administrators as mentioned in Note 8 above.  


Currently, the Group is not expected to generate any income until some viable income generating businesses are injected into the Group.

20.    Variances from Profit Forecast

         There were no profit forecast or profit guarantee to be met for the period. 

21.    Dividend

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