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 period ended 30 June 2002 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 RM261,000.00 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  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 30 June 2002.

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
None.

9.
Issuance or repayment of debts and equity securities
There were no repayments to lenders for the quarter ended 30 June 2002.

10.
Group Borrowings
Group borrowings and debt securities as at 30 June 2002.

Secured



RM’000 



Term Loans

 24,460     


LC/TR/BA

   3,096

Hire purchases
  
      123




 
   

 27,679
 




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 RM433,084 due on 30 June 2002. The total amount of interest payment defaulted to date amounts to RM2,586,739. The Group is still undergoing the financial restructuring exercise as reported in the previous quarter.

11.
Contingent Liabilities
i. A claim of RM68,250.00 was made by Thong Kee Trading Company against Westech Sdn Bhd. The matter has been settled amicably.

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 Sdn Bhd for the recovery of the sum of RM579,513.60 together with interest and costs for the breach of contract by Westech Sdn Bhd in completing a purchase transaction of a boat.  Westech Sdn Bhd has also filed a counter claim for refund of the deposit of RM108,900 and damages. Westech Sdn Bhd’s solicitors have proceeded with the counter claim after the completion of the company’s restructuring exercise in March 2000.

The Court  has allowed DMM’s application for summary judgement on 26 April 2001. The Notice of Appeal against the summary judgement was filed on 14  December 2001 and now is waiting for the 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 Sdn Bhd 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. The case was withdrawn with no order to cost.

iii. A claim was made in the High Court of Kuala Lumpur, Summons No. D5-22-3026-98 dated 25 August 1998, by Tenco Construction Sdn Bhd 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 full trial on 25 April 2002 was vacated due to it being a public holiday. No date has been given from the court yet.
iv. 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 and the case is still pending.
v. A claim was made in the High Court of Shah Alam, Civil Suit No. MT5-22-960-01, by an ex-director against Tenco Berhad for the recovery of amount due to the ex-director.  The Company has filed the Defence and also a counter claim against the ex-director.  The case is still pending. 

vi. Despite the on-going negotiation via Ernst & Young as the Company’s financial advisor with the lenders, the Company has received notice of demand from Malaysian Trustee Berhad dated 15 August 2002.  The Board of Directors held a meeting with Ernst & Young on 26 August 2002 and instructed them to revert to the lenders with the aim of continuing negotiation for amicable solutions. 

14.
Segmental Reporting

By Industry

Turnover
Profit/(loss) before

Total



 
  
Taxation

 
Assets




  




Employed
   RM

    RM


   RM


Manufacturing
 10,260,247
        106,011

29,352,135

Trading
    
   5,058,247 
      (261,479)

21,833,814


Investment holding
                0
      (545,381)

  7,910,753

Group
      
 15,318,494
     (700,849)

59,096,702


By Geographical Location
Turnover
(Loss) before

Total



 
  
Taxation

 
Assets




  




Employed
   RM

    RM


   RM


Malaysia

 15,055,412
   (588,390)

57,159,475

Singapore    
        66,810
     (35,436)

     180,574


Canada

      196,272
     (77,023)

  1,756,653

Group
      
 15,318,494
     (700,849)

59,096,702
15.
Comparison with Preceding Quarter’s Results
Turnover recorded for current quarter was RM 15,318,000,which showed an increase of RM956,000 compared to the preceding quarter. Operating profit before interest on borrowing, depreciation and amortisation and goodwill written off was RM351,000 compared to RM1,040,000 in the preceding quarter. 

16.
Review of Performance
For the quarter under review, the Group registered a turnover of RM15.3 million and an operating profit of RM351,000.00.  After interest, depreciation and amortisation and goodwill written off, the net loss after tax for the quarter under review is RM885,000. 

17.
Material events subsequent to the end of the period

Other than as disclosed under note 13(vi) 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 scenario.  The Group had undertaken an exercise to streamline its business operation by way of better credit management and distribution channels. The Group continue to strive for better results despite the escalating  raw material prices.  The Group is also continuously developing new products to complement its range of manufacturing and trading products.

20. Variance on Profit Forecast/Profit Guarantee
The audited shortfall in Profit Guarantee of RM2,496,499.00 due from Ridgemonde Chemicals and Resin Sdn Bhd and Quality Coatings Sdn Bhd shall be settled in the next financial quarter.

21. Dividends
No dividend are being proposed or paid for this quarter.

