AYER HITAM TIN DREDGING MALAYSIA BERHAD (27673-W)

NOTES TO THE INTERIM FINANCIAL REPORTING FOR THE SECOND QUARTER ENDED 31 DECEMBER 2004


1.
Basis of preparation

The interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2004.

The accounting policies and methods of computation used in the preparation of the quarterly financial report are consistent with those adopted in the audited financial statements for the financial year ended 30 June 2004.

2.
Qualification of audit report
The audit report of the annual financial statements for the year ended 30 June 2004 was qualified as the auditors expressed a disclaimer opinion in respect of the Group’s going concern in the audited financial statements. With the Group being classified under PN4/2001 condition, the Board of Directors is in the process of reviewing the operations and financial position before deciding the way forward for the Group. In this report, the Company has appointed Avenue Securities Sdn Bhd to advice the Company in formulating and implementing an appropriate restructuring/workout scheme to turnaround its business operations and financial position.

3. Seasonal or cyclical factors 


The Group's operations are not significantly affected by seasonal or cyclical factors.

4. Unusual items 

There were no unusual items affecting the assets, liabilities, equity, net income, or cash flows. However, as highlighted in the audit report of the annual financial statements for the year ended 30 June 2004, the auditors were unable to ascertain the carrying value of the property plant and equipment, the quantum of the contingent liabilities that will crystalise and whether further liabilities may arise or legal claims may be brought against the Group and Company. In view of this, we have, on this quarterly report, made additional accruals for certain liabilities.
5.
Changes in estimates
There were no changes in estimates of amount reported in previous financial year.

6.
Debt and equity securities
There were no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the current financial period to date.

7. Dividends paid 


There were no dividends paid for the current financial period to date.

8.
Segmental Information

Segmental report for the financial period ended 31 December 2004.

	
	Property
	Investment
	Trading and
	

	
	Development 
	Holding 
	Services
	Total

	
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	

	Revenue
	7,040 
	-
	234 
	7,274 

	
	
	
	
	

	Results
	
	
	
	

	(Loss)/Profit from operations
	(1,962)
	(3,916)
	16 
	(5,862)

	
	
	
	
	

	Interest expenses
	
	
	
	(1,473)

	Share of profit of Associate
	
	
	
	

	Company
	
	
	
	82 

	
	
	
	
	

	Loss Before Taxation 
	
	
	
	(7,253)

	Taxation
	
	
	
	(23)

	Net Loss For The Period
	
	
	
	(7,276)


Segmental report for the financial period ended 31 December 2003.

	
	Property
	Investment
	Trading and
	

	
	Development 
	Holding 
	Services
	Total

	
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	

	Revenue
	3,086 
	-
	220 
	3,306 

	
	
	
	
	

	Results
	
	
	
	

	(Loss)/Profit from operations
	(196)
	(458)
	3 
	(651)

	before intest income
	
	
	
	

	
	
	
	
	

	Interest expense
	
	
	
	(1,023)

	Interest income
	
	
	
	46 

	Share of loss of Associate
	
	
	
	

	Company
	
	
	
	(76)

	
	
	
	
	

	Loss Before Taxation 
	
	
	
	(1,704)

	Taxation
	
	
	
	(32)

	Net Loss For The Period 
	
	
	
	(1,736)


9.
Valuation of property, plant and equipment
The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.

10.
Material subsequent events
There were no material subsequent events other than that have been disclosed in the Financial Statements of the Group's financial statements for the year ended 30 June 2004.
11. 
Changes in the composition of the Group
There were no changes in the composition of the Group for the current quarter under review.
12. Contingent liabilities or contingent assets 


The contingent liabilities of the Company are as follows: -










As at
As at










31.12.04
30.09.04










RM’000
RM’000

 Guarantee in favour of banks for banking facilities 


 granted to wholly owned subsidiary companies

 - Secured







32,035
32,601










======
======

13.
Review of performance
The Group reported a revenue and net loss for the period of RM540,000 and RM2,571,000 respectively for the current period to date under review as compared to a revenue of RM1,485,000 and net loss for the period of RM1,006,000 respectively in the preceding period.

14.
Variation of results against preceding quarter
Higher losses incurred for the current quarter under review were mainly due to the recognition of additional costs of development.

15. Prospects

With the Group being classified under PN4/2001 condition, the Board of Directors is in the process of reviewing the operations and financial position before deciding the way forward for the Group. In this report, the Company has appointed Avenue Securities Sdn Bhd to advice the Company in formulating and implementing an appropriate restructuring/workout scheme to turnaround its business operations and financial position.
16.
Profit forecast / profit guarantee
Not applicable as no profit forecast was published.

17. 
Taxation
	
	Current 

Quarter 

RM'000
	Financial 

Period to date

RM'000

	Current year taxation
	(92)
	-

	Taxation of Associate Company
	11
	23

	Total taxation
	(81)
	23


18. Sale of unquoted investments and/or properties 

There were no sales of unquoted investments and/or properties for current quarter under review.

19.
Quoted securities
a) There were no purchases or disposals of quoted securities for current quarter under review.


b) 
 Investments in quoted securities as at 31 December 2004 are as follows: -

	
	RM'000

	At cost
	261

	At carrying value
	0

	At market value
	0


20.
Status of corporate proposals

a) The corporate proposal announced pending completion as at to date is as follows:-

	On 16 November 2001, the Company had entered into an irrevocable put option agreement (“Put Option”) with the purchaser of the Puchong land for the Company to sell and the purchaser to repurchase the RM10 million worth of properties received by the Company as part consideration for the Puchong land disposal. The Put Option is to be exercised in two (2) equal sums of RM5 million (Tranche 1 and Tranche 2) to be exercised within the period from 9 December 2001 to 16 December 2001 for Tranche 1 and from 9 January 2002 to 16 January 2002 for Tranche 2. The purchaser has defaulted both tranches subsequent to issuance of exercise notice by the Company on 10 December 2001 and 10 January 2002 for Tranche 1 and Tranche 2 respectively.  Todate, the purchaser had yet to respond formally on the matter. However, the purchaser has made cash payments of RM5.87 million to the Company as at 31 December 2004 as part payment of the principal sum.


b) Utilisation of proceeds raised from corporate proposals: Not applicable

21.
Group's borrowings 

Particulars of the Group's borrowings as at 31 December 2004 are as follows:-

	
	RM'000

	Current
	

	- Term loan (secured)
	32,035

	- Hire purchase (secured)
	37

	
	37,072


	Non Current
	

	- Term loan (secured)
	-

	- Hire purchase (secured)
	258

	
	258

	Total Borrowings
	32,330



There are no borrowings denominated in any foreign currency.

22.
Off balance sheet financial instruments
There were no financial instruments with off balance sheet risk issued to date.

23. Changes in material litigation

a) Kuala Lumpur Sessions Court Summons No. 2-52-13178-1998

KIY Design & Interior (M) Sdn Bhd (“KIY”) vs Motif Harta Sdn Bhd (“MHSB”)

As previously reported, a claim was made by KIY against MHSB, a 100% owned subsidiary, for the sum of RM164,743.73 being monies alleged to be commission for the procurement of supply of goods and services for the hotel-in-progress. MHSB has filed a counter claim for a sum of RM9,527.86 being balance of deposit due to the company. The trial of this suit was held on 15 July 2004 and 3 September 2004 and at the conclusion of which the Sessions Court instructed the parties to file their respective written submissions. The respective submissions were filed on 15 October 2004. The suit which was fixed for decision on 10 November 2004, has been rescheduled to 29 November 2004 as the learned Judge was not ready to deliver her decision. The Sessions Court has on 21 December 2004, allowed the plaintiff's claim with cost. The Company has lodged an appeal against the said judgment of the Sessions Court to the High Court and the decision of the appeal is still pending.

b) Kuala Lumpur High Court Suit No. DS-22-1698-2004

Alliance Bank Malaysia Berhad, EON Bank Berhad, Malayan Banking Berhad and Kewangan Bersatu Berhad vs Motif Harta Sdn Bhd ("MHSB") & Ayer Hitam Tin Dredging Malaysia Berhad ("AHTIN" or "the Company")

As previously announced, a Writ of Summons dated 29 November 2004 and Statement of Claim dated 26 November 2004 from the Kuala Lumpur High Court, naming the Company's wholly-owned subsidiary, MHSB as the First Defendant and AHTIN as the Second Defendant, was on 22 December 2004 served on AHTIN and MHSB by the solicitors of Alliance Bank Malaysia Berhad as the Lead Arranger and Agent for Alliance Bank Malaysia Berhad, EON Bank Berhad, Malayan Banking Berhad and Kewangan Bersatu Berhad ("the Plaintiffs"). The amount claimed is RM23,870,518.32 together with interest and cost thereon. The claim was filed against AHTIN and MHSB for the defaulted principal sum due and interest accrued up to 30 September 2004 in respect of a syndicated term loan granted by the Plaintiffs to MHSB. The Company has instructed its solicitors to file an appearance on its behalf. On 18 February 2005, the Company received the sealed application for summary judgement dated 3 February 2005 and the matter is fixed for hearing on 4 March 2005.

24.
Dividend
The Board of Directors does not recommend any interim dividend for the current quarter ended 31 December 2004.

25.
Loss per share

	
	
	Current Quarter RM’000
	Financial Period to date RM’000

	i)
	Basic
	
	

	Net Loss For The Period
	2,571
	7,276

	Number of ordinary shares in issue at the beginning

and at the end of the quarter/period
	67,760
	67,760

	Basic Loss Per Share (Sen)
	3.79
	10.74


	ii)
	Fully diluted
	
	

	Same as i) above
	
	


On behalf of the Board

AYER HITAM TIN DREDGING MALAYSIA BERHAD

WONG YEOW CHOR

Company Secretary

Kuala Lumpur

25 February 2005
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