Notes
(Tenco Berhad)

1.
Accounting Policies
The same accounting policies and methods of computation used in the preparation of the Group’s Annual Report for the year ended 31 March 2001 have been applied in the preparation of the quarterly financial statements and these comply with applicable accounting standards in operation during the period under review.

2.
Exceptional Items
Exceptional items relate to the amortization of goodwill of RM261,000 for the current quarter and RM783,000 for the financial year to date arising on consolidation of Ridgemonde Chemicals & Resins Sdn Bhd and Quality Coatings Sdn Bhd.

3.
Extraordinary Items
There were no extraordinary items.

4.
Taxation
The tax charge relates wholly to the current year’s profit. The disproportionate tax charge in relation to the results of the Group is mainly due to the unavailability of Group relief to set off losses suffered by certain subsidiary companies against profits made by other subsidiary companies.

5.
Profit on Sale of Unquoted Investments and/or Properties
There were no disposal of unquoted investments or properties for the quarter ended 31 December 2001.

6.
Purchase or Disposal of Quoted Securities
a)
There were no purchases or disposals of quoted securities by the Group.

b)
There were no investments in quoted securities at the end of the reporting period.

7.
Changes in the composition of the Group
There is no change in the composition of the Group.

8.
Status of Corporate Proposals
Nil

9.
Issuance or repayment of debts and equity securities
There were no repayments to lenders for the quarter ended 31 December 2001.

10.
Group Borrowings
Group borrowings and debt securities as at 31 December 2001.

Secured



RM’000 



Term Loans

 24,460     


LC/TR/BA

   2,343
  





 
   

 26,803
 




Note:-
i.  The loans are all denominated in Ringgit Malaysia.

ii. The borrowings are secured against fixed deposits on a set-off basis by subsidiaries and against        National Land Code charge and assignment of land and buildings of the Group.

During the quarter under review, the Group has defaulted on the quarterly interest payment amounting to RM541,354 due on 31 December 2001. The total amount of interest payment defaulted to date amounts to RM1,618,184. The Group is still undergoing the financial restructuring exercise as reported in the previous quarter.

11.
Contingent Liabilities
i. A claim of RM768,627 was made by an ex-director against Tenco Berhad. The Company has sought legal opinion and the Company is of the opinion that no provision is necessary. The ex-director’s solicitors have not replied to our solicitor’s letter of 3rd September 2001.

ii. A claim of RM107,087.50 was made by Thong Kee Trading Company against Westech Sdn Bhd. The Company has appealed against the High Court decision and the hearing date is fixed on 19th April 2002.

12.
Off Balance Sheet Financial Instruments
None.

13.
Material Litigation
There is no pending material litigation for the Group as at the date of this report, other than disclosed as follows:-

i. A claim was made in High Court of Shah Alam, Civil Suit No. MT2-22-961-98 dated 29 July 1998, by DMM Engineering Sdn Bhd (“DMM”) against Westech for the recovery of the sum of RM579,513.60 together with interest and costs for the breach of contract by Westech in completing a purchase transaction of a boat.  Westech has also filed a counter claim for refund of the deposit of RM108,900 and damages. Westech’s Solicitors have proceeded with the counter claim after the completion of the company’s restructuring exercise in March 2000.

DMM have on 31st May 2000 filed an Application in Court to proceed with the Suit and the Application for Summary Judgement to be heard and the Court has on 26th April 2001 ordered DMM to proceed with their summons for Summary Judgement. Westech’s Solicitors are of the view that the Company has a strong defence against DMM’s claim. On 7th December 2001, the judgement was against Westech.  Notice of Appeal against Judgement was filed on 14th December 2001 and now is waiting for hearing date.
ii. A claim was made in the High Court of Kuala Lumpur, Summons No. D1-22-2794-98 on 10 August 1998, by Westech against Yakinasi Sdn Bhd for the sum of RM 5,765,950.00 in respect of the claim for the recovery of the sum of RM5,765,950.00 together with interest and costs for goods sold and delivered to Yakinasi Sdn Bhd. Westech is to serve Notis Untuk Menghadiri Pra-Perbicaran on 2nd April 2002. 

iii. A claim was made in the High Court of Kuala Lumpur, Summons No. D1-22-2795-98 dated 10 August 1998, by Westech against Arca Maya (M) Sdn Bhd for the sum of RM 1,844,920.00 in respect of the recovery of the sum of RM1,844,920.00 together with interest and costs for goods sold and delivered to Arca Maya (M) Sdn Bhd. The case is set for full trial on 8th July 2002 and 9th July 2002.

iv. A claim was made in the High Court of Kuala Lumpur, Summons No. D4-22-3027-98 dated 25 August 1998, by Tenco Construction Sdn Bhd (“TConstruction”), a wholly-owned subsidiary, against Cherating Construction Sdn Bhd for the sum of RM3,053,798.00 in respect of the claim for the recovery of the sum of RM3,053,798.00 together with interest and costs for goods sold and delivered to Cherating Construction Sdn Bhd. Cherating Construction Sdn Bhd has been wound up pursuant to a winding up order dated 17th January 2000. The solicitors have obtained the Certified True Copy of the Order to Wind Up.

v. A claim was made in the High Court of Kuala Lumpur, Summons No. D5-22-3026-98 dated 25 August 1998, by TConstruction against Cherating Development Sdn Bhd for the sum of RM1,100,000.00 in respect of the claim for the recovery of the sum of RM1,100,000.00 together with interest and costs for goods sold and delivered to Cherating Development Sdn Bhd. The case is set for full trial on 25th April 2002.

vi. A claim was made in the High Court of Kuala Lumpur, Summons No. D3-22-3483-98 dated 24 September 1998, by Westech against Cherating Development Sdn Bhd for the sum of RM 23,309,471.41 in respect of the claim for the recovery of the sum of RM23,309,471.41 together with interest and costs for goods sold and delivered to Cherating Development Sdn Bhd. The matter has been set down for full trial on 10th December 2001.  The trial is to be continued on 28th February 2002.

vii. A claim was made in the High Court of Kuala Lumpur, Summons No. D3-22-3482-98 dated 24 September 1998, by Westech against Cherating Construction Sdn Bhd for the sum of RM 1,066,199.39 in respect of the claim for the recovery of the sum of RM1,066,199.39 together with  interest and costs for goods sold and delivered to Cherating Construction Sdn Bhd. Cherating Construction Sdn Bhd has been wound up pursuant to a winding up order dated 17th January 2000. The solicitors have requested for the Certified True Copies of the Adjudication and Receiving Orders from the Penang High Court to enable them to file the Proof of Debt with the Official Assignee and are still awaiting the Certified True Copies from Court.

viii. A claim was made in the High Court of Kuala Lumpur, Summons No. D3-22-3931-98 dated 26 October 1998, by TConstruction against Arca Maya (M) Sdn Bhd for the sum of RM2,663,485.00 in respect of the claim for the recovery of the sum of RM2,663,485.00 together with interest and costs for goods sold and delivered to Arca Maya. The case is still pending.

ix. A claim was made in the High Court of Ipoh, Civil Suit No.22-7-1998 dated 8th January 1998, by Ipmuda Utara Sdn Bhd against Westech Sdn Bhd for the sum of RM416,617.69 in respect of the recovery of the sum of RM416,617.69 together with interest and costs for goods sold and delivered to Westech Sdn Bhd. On 7th November 2001, the Court allowed our application to strike out the amended Suit filed by the Plaintiff dated 22nd February 2001.  The Notice of Appeal was dismissed with costs on 4th February 2002
14.
Segmental Reporting

By Industry

Turnover
Profit/(loss) before

Total



 
  
Taxation

 
Assets




  




Employed
   RM

    RM


   RM


Manufacturing
 29,050,445
   1,065,989

25,799,366

Trading
    
 15,731,106
 (2,109,636)

21,436,366


Investment holding
          1,307
 (1,411,608)

  9,546,069

Group
      
 44,782,858
(2,455,255)

56,781,801


By Geographical Location
Turnover
Profit/(loss) before

Total



 
  
Taxation

 
Assets




  




Employed
   RM

    RM


   RM


Malaysia

 44,039,413
(1,793,351)

54,749,252

Singapore    
      226,207
   (172,155)

     132,566


Canada

      517,238
   (489,749)

  1,899,983

Group
      
44,782,858
(2,455,255)

56,781,801

15.
Comparison with Preceding Quarter’s Results
Despite an improved turnover at RM15 million for the quarter under review, the Group’s performance declined slightly, recording a lower operating profit of RM588,000 compared to RM685,000 in the previous quarter.  As a result, loss before tax increased from RM513,000 in the previous quarter to RM605,000 in this quarter.  This is mainly due to the adverse domestic and global market condition where the Company have to compete aggressively at the expense of lower profit margin. 

16.
Review of Performance
For the quarter under review, the Group registered a turnover of RM14.8 million and an operating profit of RM588,000. After interest, depreciation and amortisation and goodwill written off, the net loss after tax for the quarter under review is RM750,000. 

For the financial year to date, the Group registered a turnover of RM44.8 million and an operating profit of RM1,157,000. After interest, depreciation and amortisation and goodwill written off, the net loss after tax for the financial year to date is RM2,785,000. 

17.
Material events subsequent to the end of the period

There were no material events subsequent to the end of the period.

18.
Seasonality or cyclicality of operations
There were no seasonal or cyclical patterns that have a material impact on the operations.

19.
Future Prospects
The future prospects for the Group remain challenging in view of the present global economic slowdown.  The Group will continue to improve its profit margins by focussing on higher margin products as well as by expanding its product lines. The Group is reviewing certain loss making operations with the view of improving overall profitability.  Going forward, the Group will also position itself strongly in the niche through reliable quality assurance and strong research and development while aggressively looking for new markets.  Should the current economic conditions improve, the Group will be in a position to capitalise on these strengths and strategies to improve its performance correspondingly.

20. Variance on Profit Forecast/Profit Guarantee
a) Variance of actual profit after tax and minority interest and the forecast profit after tax and minority interest – not applicable.

b) Shortfall in the profit guarantee – not applicable.

21.
Dividends
a)
The Directors do not propose any dividend for the current quarter ended 31 December  2001.


b)
The total dividend for the current financial year ending 31st March 2002 is nil.

