RNC CORPORATION BERHAD

(Special Administrators Appointed)


NOTES

MASB 26 Paragraph 16

(a) Basis of preparation

The interim financial statements for the second quarter ended 30th September 2003 have been 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. 

(b) Status of audit report on preceding annual financial statements

The audit report on preceding annual financial statements for the financial year ended 31st March 2003 was prepared with the following emphasis of matters:

(i) The financial statements of the Group and of the Company are prepared on a break up basis and in compliance with the provisions of the Companies Act, 1965 and applicable approved accounting standards in Malaysia. The Group and the Company incurred net losses of RM33,314,880 and RM33,180,803 respectively during the year ended 31st March 2003, and as of that date, the deficit in shareholders’ funds of the Group and the Company were RM286,173,237 and RM270,923,413. Thus, the Group and the Company are unable to continue as a going concern for the foreseeable future and are unable to repay their liabilities as and when they fall due; and

(ii) The Special Administrators of the Company have previously obtained approval from the relevant authorities for the Proposed Corporate and Debt Restructuring Scheme (“PRS”) as follows:-

(a) Foreign Investment Committee (“FIC”) on 12 July 2000;

(b) Ministry of International Trade and Industry (“MITI”) on 17 August 2000; and

(c) Securities Commission (“SC”) on 15 November 2000.

Approval from SC was conditional upon the approval of Kuala Lumpur Stocks Exchange (“KLSE”) for the listing and quotation of the shares and loan stocks in Aliran Ihsan Resources Berhad (“AIRB”) on the Main Board of KLSE.

However, on 18th April 2003, the SA of the Company announced a modification to the earlier approved PRS. The modification to the earlier approved PRS does not have any impact to the financial statements other than the impairment loss recognized in the income statement in respect of the revised disposal value of a subsidiary.

The modified PRS was submitted to the SC, FIC, MITI and Federal Economic Planning Unit (“FEPU”) for approvals on 18th April 2003. Approvals from MITI and FEPU were obtained on 10th June 2003 and 3rd July 2003 respectively. The SC has also vide the letter dated 30th October 2003 further extended the period for the implementation of the PRS to 16th April 2004. The moratorium period of the SA of the Company has also been further extended for a period of twelve (12) months from 28 July 2003 to 27 July 2004 by Pengurusan Danaharta Nasional Berhad.

The modified PRS, which in this respect, did not deviate from that previously approved, which includes the Company adopting a new entity as a water treatment and construction and waterworks group. The PRS also include a debt settlement via the issuance of debt instruments and a group reorganization involving the disposal and liquidation of the Company and its subsidiaries. Upon, completion of the PRS, the Company’s listing status on the Main Board of the KLSE will be transferred to the new entity, AIRB.

Upon fulfillment of the conditions and implementation of the modified PRS, the Group and Company will be liquidated except for a subsidiary, which would be disposed. The SA and the Directors have used their best estimate to determine the reasonableness of the carrying values of the assets and liabilities on a break up basis, assuming the successful implementation of the modified PRS, and necessary adjustments have been made. In assessing the adequacy of the provisions, consideration has been given to the proof of debts established at the cut off date for liabilities payable under the PRS.

In the event that the modified PRS is not successfully implemented, further adjustments may be required to reduce the value of the assets to their recoverable amounts and to provide for any further liabilities that may arise. In this circumstance, the quantum of the write down required for the assets and the provisions required for additional liabilities are presently not determinable.

The capital deficiency in the shareholders’ fund is to be addressed in the PRS. However, the PRS is still in the process of implementation. 

(c) Seasonality or Cyclically of interim operations

Demand for uPVC pipes is closely linked to the performance and growth of the construction and infrastructure sectors of the economy. In this respect, the Group does not expect any significant changes in performance seasonality or cyclically. 

The Company has stopped production in March 2003, and the disposal of  the “Plastics business” was completed in September 2003.

(d) Material unusual item

There was no material unusual item for the second quarter ended 30th September 2003.

(e) Changes in estimates of amount reported in prior interim periods

There was no changes in estimated of amount reported in prior interim periods.

(f) Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the period under review.

(g) Dividends paid       

No dividend is paid for the quarter ended 30th September 2003.

(h) Segmental revenue and results

Segmental revenue and results for the 6 months financial period ended 30th September 2003 is as follows: - 

	30th September 2003
	Turnover for the

6 months period ended 

30th September 2003 

RM’000
	Profit/(Loss) after taxation for the 

6 months period ended 

30th September 2003

RM’000

	uPVC pipes and compounding 
	24,935
	(4,358)

	Consolidation adjustment
	-
	-

	
	24,935
	(4,358)


The Group has only one business segment as most of the subsidiaries in other business have been de-consolidated upon the appointment of the receiver and manager and liquidator. 

(i) Valuation of Property, Plant and Equipment

The revalued land and building, and certain plant and machinery of a subsidiary, Syarikat Nam Ah Sdn. Bhd. has been brought forward since the last valuation and there are no adjustments from the previous annual financial statements.
(j) Material events subsequent to the end of the period reported

There were no material events subsequent to the end of the reporting period that have not been reflected in the financial statement for the period ended 30th September 2003 except that, on 17th November 2003, the Company obtained a conditional approval from the Securities Commission on the PRS, which the Company is in the process of complying with the conditions attached to the approval.

(k) Changes in the Composition of the Group

There were no changes in the composition of the Group for the financial period under review.

(l) Contingent Liabilities since the last annual balance sheet date

There were no new material contingent liabilities since the last annual balance sheet as at 31st March 2003.

EXPLANATORY NOTES OF KLSE REVISED LISTING REQUIREMENTS

(1) Review of performance of the company and its principal subsidiaries

The Company, RNC ceased production in February 2003. Consequently, the subsidiary, Arensi Plastics Sdn. Bhd. (“APSB”) has ceased its trading upon the cessation of production by RNC. Hence, there is no performance review for RNC and APSB for this reported quarter.

The Group reported a loss before taxation of RM1.72 and RM4.36 million respectively for the current quarter and for the year-to-date. This was mainly due to the accrual of interest charges of RM1.56 and RM3.88 million which is non-operational expense as the borrowings have been frozen since the appointment of the Special Administrators. 

The principal subsidiary, Syarikat Nam Ah Sdn. Bhd., which is involved in the manufacturing and trading of uPVC compounds and pipes, recorded a loss before taxation of RM0.98 million and RM1.12 respectively for current quarter and year-to-date. The interest charged for the year-to-date on the borrowings by the subsidiary company was RM1.43 million.

(2) Material Change in the Profit Before Taxation 

The Group reported a loss before taxation for this quarter of RM1.72 million compared to a loss before taxation of RM2.64 million for last quarter ended 30th June 2003. The loss before taxation was lower, for this quarter due to other income of RM1.09 million. The other income reported was in respect of a gain on disposal of property, plant and equipment and the recovery of provision of doubtful debts of RM0.50 million and RM0.47 million. There was a reported interest received from Pengurusan Danaharta Nasional Berhad of RM0.11 million.

(3) Commentary on Prospects for the remaining period to the end of the financial year

The principal subsidiary, Syarikat Nam Ah Sdn. Bhd., which is involved in the manufacturing and trading of uPVC compounds and pipes, do not foresee any significant change in the prospect for the remaining period. 

(4) Explanatory notes for variance of actual profit and forecast profit and shortfall in profit guarantee      

Not applicable as there is no profit forecast provided in a public document.

(5) Taxation

No taxation was charged for the period under review, as RNC has ceased its operation since February 2003. The potential deferred tax benefits on unutilized tax losses and other timing differences will not be realized upon implementation of the PRS of the Company as RNC’s business has been disposed to Beta Network Sdn. Bhd. and the former shall be liquidated under the PRS.

(6) Profits / (losses) on any sale of unquoted investments and / or properties

During the current quarter and the year to-date, there was no sale of any unquoted shares or properties.

(7) Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for this quarter ended 30th September 2003.

Investment in quoted securities as at 30th September 2003 was as follows:-

	
	
	RM’000

	(i)
	At cost
	40

	(ii)
	At carrying value/book value
	3

	(iii)
	At market value
	3


As at 30th September 2003, the carrying value of the quoted securities has been stated at its previous written down value. There were no further write down as the Special Administrators and the Directors are of the opinion that the further decline in value was temporary. 

(8) Status of corporate proposal announced 

As at the date of this report, the status of the PRS was announced as follows:

On 18th April 2003, the Special Administrators of the Company announced a modification to the earlier approved PRS. The modification of the PRS was submitted to the SC, FIC, MITI and FEPU for approvals on 18th April 2003 for the listing and quotation of the 237,165,972 new ordinary shares of RM1.00 each and RM56,924,082 nominal value of RCULS in AIRB pursuant to the revised PRS on the Main Board of KLSE. 

On 17th November 2003, the SC has given a conditional approval for implementation of the PRS. The Special Administrators and the adviser, OSK Securities Berhad are presently making arrangement to satisfy the conditions attached to the approval.

As at the date of this report, there were no proceeds raised from any corporate proposal.

(9) Group Borrowings

Details of the Group borrowings as at 30th September 2003 (unsecured and secured) are as follows:

	
	Unsecured

RM’000
	Secured

RM’000
	Total

RM’000

	Current
	
	
	

	Bank overdraft
	5,403
	11,327
	16,730

	Bankers acceptances
	9,545
	-
	9,545

	Revolving credit facilities
	18,700
	-
	18,700

	Term Loans
	6,350
	-
	6,350

	Bills payable
	5,349
	24,289
	29,638

	Trust receipts
	655
	-
	655

	
	46,002
	35,616
	81,618

	
	
	
	

	Non-current
	-
	-
	-

	
	
	
	

	
	46,002
	35,616
	81,618


The above borrowings are entirely denominated in Ringgit Malaysia. As such, no breakdown on foreign currency is presented.

(10) Off Balance Sheet Financial Instruments 

There were no material off balance sheet financial instruments during this second quarter ended 30th September 2003.

(11) Material Litigation 

There are litigations pending in the ordinary course of business which are not material as at the date of this announcement, and there were no changes in these litigations since the last annual balance sheet as at 31st March 2003.

(12) Dividends       

No interim dividend is recommended for the quarter ended 30th September 2003.

(13) Earnings per share

There is only one class of ordinary shares of RM1.00 each issued by RNC. Thus, there was no weighted average number of ordinary shares. RNC has not issued any bonus shares or shares split or which will cause share dilution. The calculation for basic earning per share was based on shareholders’ fund divided by the number of ordinary shares of RM1.00 each.

By Order of the Special Administrators Appointed.

Yeap Kok Leong

Secretary

Kuala Lumpur

27th November 2003
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