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Hai Ming Holdings Berhad (“The Company” or “Hai Ming”) And Its Subsidiary Companies (“The Group” or “Hai Ming Group”)

Quarterly report on consolidated results for the first quarter ended 31/07/2002

Notes to the quarterly financial statements

1. Accounting Policies & Method of Computation

The quarterly financial statements are prepared using the same accounting policies, methods of computation and basis of consolidation as those used in the preparation of the most recent annual financial statements and complies with approved accounting standards.

2. Nature and amount of each exceptional item for the current quarter and financial year-to-date.

There were no exceptional items.

3. Nature and amount of each extraordinary item for the current quarter and financial year-to-date.

There were no extraordinary items.

4. A breakdown of tax charge for the financial year-to-date and an explanation of the variance between effective and statutory tax rate for the current quarter and financial year-to-date.

There was no provision for current year tax.

	
	!st Qtr

RM
	Total

RM



	1. Tax provision
	Nil
	Nil

	2. Transfer from deferred tax
	Nil
	Nil

	3. Over-provision of tax in respect of prior years
	Nil
	Nil

	4. Under-provision of tax in respect of prior years
	Nil
	Nil

	
	Nil
	Nil


5. Profits/(losses) on any sale of unquoted investments and/ or properties for the current quarter and financial year-to-date.

There was no disposal of any unquoted investment and/ or properties for the current quarter and financial year-to-date. However, there was a gain on disposal of other fixed assets of RM6,000 for the current quarter and financial period to date.

6. Details of any purchase or disposal of quoted securities other than securities in existing subsidiaries and associated companies. 

There were no purchases or disposal of quoted securities for the current quarter and financial year to date. 

7. Effect of changes in the composition of the group for the current quarter and financial year-to-date.

There is no change in the composition of the Group and Company for the current year to date.

8. The status of corporate proposals announced but not completed and where applicable, the status of utilisation of proceeds raised from any corporate proposal.

At the Extraordinary General Meeting held on 17 August 2002, the Company had obtained shareholders’ approval for the following:

a. Debt restructuring agreement entered into between the Company, seven (7) of its subsidiary companies and the secured and unsecured bank lenders of the Hai Ming Group for the proposed settlement of debts amounting to RM53,588,638;

b. Proposed acquisition of the entire equity interest in KPS Plywood Sdn Bhd (formerly known as Koh Poh Seng Plywood Co. (M) Sdn Bhd) (“KSB”) for a purchase consideration of RM99.8 million to be satisfied by the issuance of 99.8 million new ordinary shares of RM1.00 each in Hai Ming;

c. Proposed acquisition of 30% equity interest in Yap Swee Thiam & Sons Industries Sdn Bhd for a purchase consideration of RM7,574,820 to be satisfied by the issuance of 7,574,820 new Hai Ming shares at par and

d. Proposed acquisition of 50% equity interest in Akateak Sdn Bhd for a purchase consideration of RM2,207,576 to be satisfied by the issuance of 2,207,576 new Hai Ming shares at par; and

(a) to (d) are collectively known as “Proposed Restructuring Exercise”

e. Proposed increase in authorised share capital of HMHB from RM25.0 million comprising 25 million HMHB shares to RM200.0 million comprising 200 million HMHB shares.

The Company is in the process of implementing the Proposed Restructuring Exercise and expects to complete the Proposed Restructuring Exercise by end of September 2002.

9. Details of issuances and repayment of debt and equity securities, share buy-backs and share cancellation for the current financial year-to-date.

This note is not applicable as the Group has not issued any debt or equity securities or made any share buy-backs during the current quarter and financial period to date.

10. The group borrowings and debt securities, a breakdown between secured and unsecured, short term and long term and denomination in each foreign currency, if applicable. 

Group borrowings (all denominated in Ringgit Malaysia) as at end of the reporting period are as follows:

(a) Bank borrowings – due within 1 year

Secured

	
	RM

	
	

	Bank overdrafts
	13,254,000

	Bankers’ Acceptances
	6,631,000

	Revolving Credits
	1,184,000

	Trust Receipts
	0

	
	21,069,000


Unsecured




	

	RM

	
	

	Bank overdrafts
	10,884,000

	Bankers’ acceptances
	1,618,000

	Revolving credits
	3,489,000

	Trust receipts
	0

	Others
	0

	
	15,991,000


	TOTAL
	37,060,000


(b) Bank borrowings – due after 1 year

Secured




  

	
	RM

	
	

	Bank overdrafts
	0

	Bankers’ Acceptances
	0

	Revolving Credits
	0

	Trust Receipts
	0

	
	0


Continue No 10…./-
Unsecured



  
	
	RM

	
	

	Bank overdrafts
	0

	Bankers’ acceptances
	0

	Revolving credits
	0

	Trust receipts
	0

	
	0


	TOTAL
	0


(c) Term Loans
Secured




  RM
	Due within 1 year
	6,634,000

	Due after 1 year

	0

	
	6,634,000


Unsecured




  RM
	Due within 1 year
	9,895,000

	Due after 1 year

	0

	
	9,895,000








  RM
	Due within 1 year
	16,529,000

	Due after 1 year
	0

	
	16,529,000


(d) TOTAL BANK BORROWINGS AND TERM LOANS

Due within 1 year



  

	
	RM

	
	

	Bank borrowings
	37,060,000

	Term loans
	16,529,000

	
	53,589,000


      
Due after 1 year



  
	
	RM

	
	

	Bank borrowings
	0

	Term loans
	0

	
	0


11. The changes in contingent liabilities (other than material litigation disclosed in Note 13) since the last annual balance sheet date.

Contingent Liabilities

Contingent liabilities (at Company level) exist in respect of guarantees given by the Company for banking and other credit facilities extended to the subsidiary companies amounted to approximately RM53.79 million at the date of the issue of this report.

12. A summary of financial instruments with off balance sheet risk by type and maturity profile.

There are no financial instruments with off balance sheet risk.

13. The details (including status) of any pending material litigation since the last annual balance sheet date.

There is no pending material litigation.

14. Segmental reporting

a. Analysis by activities:
	
	Turnover

RM
	Profit/ (Loss)

Before Taxation

RM
	Assets

Employed

RM



	Manufacturing
	4,390,000
	(877,000)
	41,168,000

	Trading
	4,159,000
	379,000
	7,101,000

	Investment, management and others
	0
	(98,000)
	1,439,000

	
	8,549,000
	(596,000)
	49,708,000


b. Analysis by geographical location:
	
	Turnover

RM
	Profit/ (Loss)

Before taxation

RM
	Assets

Employed

RM



	Malaysia
	8,549,000
	(608,000)
	49,708,000

	Overseas
	0
	12,000
	-

	
	8,549,000
	(596,000)
	49,708,000


15. An explanatory comment on any material change in the profit before tax for the quarter reported on as compared with the immediate preceding quarter.

Turnover increased by RM2.6 million or 45% (1st Qtr 2003: RM8.5 million, 4th Qtr 2002: RM5.9 million) due to higher sales from the woodfree paper division. Hai Ming Enterprise Sdn Bhd, a wholly owned subsidiary company of Hai Ming, was appointed a dealer for the central region of West Malaysia by the 99 Group of Thailand. Operating profit before interest, depreciation and tax increased by RM441,000 or 76% (1st Qtr 2003: RM1,025,000, 4th Qtr 2002: RM584,000) due to higher sales from all division.

Loss before tax, minority interest and extraordinary items declined by RM391,000 or 25% (4th Qtr: RM1,165,000, 3rd Qtr: RM1,556,000) due to the higher turnover and hence margin to cover overheads.

16. A review of the performance of the company and its principal subsidiaries for the current quarter and financial year-to-date.

(This financial year’s year to date results in comparison with the preceding year)

The Company is an investment holding company and has no dividend income for the current quarter and financial year-to-date.

Turnover increased by RM594,000 or 7.5% to RM8.5 million mainly due to higher turnover at the woodfree paper division.

The Group achieved a higher operating profit before interest, depreciation, exceptional items, tax, minority interest and extraordinary items of RM1,025,000 (May-July 2001: RM428,000) as a result of higher turnover from the woodfree division and from higher margin achieved by the trading division.

Hence, the Group’s results after deducting finance cost and depreciation before taxation (loss of RM596,000) as compared to the preceding financial period (loss of RM1.4 million) was correspondingly lower.

17. Material events between the end of the reporting period and the date of issue of this quarterly report

(a) As mentioned in Note 8 above, on 17 August 2002, the Company obtained shareholders approval at an EGM held to approve the Company’s Proposed Restructuring Exercise to regularise its financial condition to comply with the Kuala Lumpur Stock Exchange (“KLSE”) Practice Note 4 (“PN4”) requirements.

(b) On 2 September 2002, the Company announced the fixing of the conversion price of the 5-year 4.5% redeemable convertible secured loan stocks (“RCSLS”) and the 5-year 4.5% irredeemable convertible unsecured loan stocks (“ICULS”) at RM1.57 for every one (1) ordinary share of RM1.00 each in Hai Ming (“Hai Ming Shares”). The RCSLS and ICULS will be issued as consideration for part settlement of the total debts owing to the bank lenders of the Hai Ming Group and formed part of the Proposed Restructuring Exercise approved by shareholders at the EGM held on 17 August 2002.
The conversion price of RM1.57 is set based on the five (5) days weighted average market price of Hai Ming Shares for the period from 26 August to 30 August 2002.

18. An explanatory comment about the seasonality or cyclicality of operations.

The Group’s operations are not materially affected by seasonal or cyclical factors.

19. Commentary on future year prospects.

The current year’s prospects and the Group’s ability to remain as a going concern hinge on the successful implementation of the Proposed Restructuring Exercise noted in Note 8. The Board of Directors is confident that with the successful implementation of the Proposed Restructuring Exercise, the Company will remove itself from the purview of KLSE PN 4 and the Group will be put on a stronger footing to compete in future years.

20. Variances between actual profit and forecast profit & shortfall in profit guarantee.

The Company had submitted a profit/(loss) forecast to the Authorities during the submission of the Proposed Restructuring Exercise. The variances between the actual and forecast (scenario before the Proposed Restructuring Exercise) position of the Group are as follows:

	
	Unaudited

3-month ended 31/07/02

RM’000

(A)


	Forecast

3-month ended 31/07/02

RM’000

(B)
	Variance

+/(-)

RM’000

(A – B)
	Variance

%

	Turnover


	8,549
	6,777
	1,772
	20.73

	Gross profit


	1,377
	693
	684
	49.67

	Profit/ (Loss) before taxation


	(596)
	(1,640)
	1,044
	>100

	Profit/ (Loss) before taxation


	(596)
	(1,671)
	1,075
	>100


The substantial increase in turnover and lower loss reported for the 3-month ended 31 July 2002 as compared to the forecast (scenario before the Proposed Restructuring Exercise) is mainly due to cash advanced by the White Knight for used as working capital.

21. Dividend: To be completed if a decision regarding dividend has been made.

No dividend has been declared / recommended.

WONG MUN WAI

Executive Director

For And On Behalf Of The Board Of Directors Of

HAI MING HOLDINGS BERHAD

Date: 18 September 2002
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