DATUK KERAMAT HOLDINGS BERHAD (19667 X)

(Incorporated in Malaysia)

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS FOR 

THE QUARTER ENDED 30 JUNE 2004

	
	Individual Quarter
	
	Cumulative quarter

	
	Current Year

 Quarter

(3 Months) 
	
	Preceding Year

Corresponding

Quarter

(3 months)
	
	Current Year-  

To-Date 

(9 Months) 
	
	Preceding Year Corresponding Period 

(9 months)

	
	30.6.2004
	
	31.12.2002
	
	30.6.2004
	
	31.12.2002

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM ‘000

	
	
	
	
	
	
	
	

	Revenue
	51,989
	
	77,681
	
	192,198
	
	205,617
	

	
	
	
	
	
	
	
	
	

	Operating expenses
	(59,226)
	
	(82,897)
	
	(213,247)
	
	(231,213)
	

	
	
	
	
	
	
	
	
	

	Other operating income 
	2,333
	
	6,197
	
	5,834
	
	13,039
	

	
	
	
	
	
	
	
	
	

	Operating (loss)/ profit before finance cost
	(4,904)


	
	981
	
	(15,215)


	
	(12,557)
	

	
	
	
	
	
	
	
	
	

	Finance cost
	(4,344)
	
	(4,209)
	
	(12,735)
	
	(13,031)
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	(Loss) / profit before taxation and minority interests 
	(9,248)
	
	(3,228)
	
	(27,950)
	
	(25,588)
	

	
	
	
	
	
	
	
	
	

	Taxation
	(498)
	
	-
	
	(619)
	
	5
	

	
	
	
	
	
	
	
	
	

	(Loss)/ profit after taxation, before minority interests
	(9,746)
	
	(3,228)
	
	(28,569)
	
	(25,583)
	

	
	
	
	
	
	
	
	
	

	Minority interests
	1,009
	
	465
	
	6,768
	
	6,456
	

	
	
	
	
	
	
	
	
	

	(Loss) / profit attributable to the shareholders
	(8,737)
	
	(2,763)
	
	(21,801)
	
	(19,127)
	

	
	
	
	
	
	
	
	
	

	Earnings per share (sen)
	
	
	
	
	
	
	
	

	- basic
	(3.64)
	
	(1.15)
	
	(9.08)
	
	(7.97)
	

	- diluted
	-
	
	-
	
	-
	
	-
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the period ended 30 September 2003.

Note 1:

As the Group changed its year-end from 31 March 2003 to 30 September 2003 in previous financial period, the comparative figures for the current quarter and the 9 months’ period ended 30 June 2004 are the results for the third quarter and 9 months’ results ended 31 December 2002 respectively.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET

AS AT 30 JUNE 2004

	
	
	As At
	
	(Audited)

As At

	
	
	End of Current

Quarter

30.6.2004
	
	Preceding Financial

Period End

30.9.2003

	
	
	RM ‘000
	
	RM ‘000



	Fixed Assets
	
	31,637
	
	35,201

	Long Term Receivable 
	
	91,926
	
	85,380

	Deferred Tax Asset
	
	2,698
	
	2,698

	
	
	
	
	

	Current Assets
	
	
	
	

	     Asset held for resale
	
	3
	
	3

	     Stocks
	
	24,690
	
	26,236

	     Trade Debtors
	
	392,590
	
	392,572

	     Other Debtors, Deposits and Prepayments
	
	10,675
	
	10,384

	     Tax Recoverable
	
	7,108
	
	7,164

	     Banking and Finance Current Assets
	
	75,208
	
	75,688

	     Deposits , Cash and Bank balances 
	
	12,394
	
	8,945

	         
	
	
	
	

	
	
	522,668
	
	520,992

	
	
	
	
	

	Current Liabilities
	
	
	
	

	    Trade Creditors
	
	59,759
	
	43,703

	    Other Creditors and Accruals 
	
	88,108
	
	76,205

	    Banking and Finance Current Liabilities
	
	8,156
	
	9,260

	    Short Term Borrowings
	
	106,801
	
	129,100

	    Provision for Taxation
	
	21,223
	
	20,577

	    
	
	
	
	

	
	
	284,047
	
	278,845

	
	
	
	
	

	Net Current Assets
	
	238,621
	
	242,147

	
	
	
	
	

	
	
	364,882
	
	365,426

	
	
	
	
	


UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET

AS AT 30 JUNE 2004 (CONT’D)

	
	
	As At
	
	(Audited) 

As At

	
	
	End of Current

Quarter

30.6.2004
	
	Preceding Financial

Period End

30.9.2003

	
	
	RM ‘000
	
	RM ‘000



	Shareholders’ Funds
	
	
	
	

	Share Capital

	
	120,000
	
	120,000

	Reserves
	
	
	
	

	    Share Premium
	
	181,921
	
	181,921

	    Reserve on Consolidation
	
	22,905
	
	22,905

	    Exchange Fluctuation Reserve
	
	9,086
	
	7,391

	    Accumulated Losses
	
	(132,486)
	
	(110,675)

	
	
	
	
	

	
	
	201,426
	
	221,542

	
	
	
	
	

	Minority Interests
	
	14,996
	
	17,538

	Long Term Borrowings
	
	148,009
	
	125,866

	Other Long Term Liabilities
	
	
	
	

	
Deferred Liabilities
	
	412
	
	412

	
Hire Purchase Creditors 
	
	39
	
	68

	
	
	
	
	

	
	
	364,882
	
	365,426

	
	
	
	
	

	Net Tangible Assets Per Share (sen)
	
	84
	
	92


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the period ended 30 September 2003.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 JUNE 2004

	
	Issued and fully paid up share capital
	
	Non – distributable
	
	

	
	Share capital
	
	Share premium
	Reserve on consolidation
	Currency translation difference
	Accumulated losses
	Total

	
	RM ‘000
	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	As at 1 April 2002
	120,000
	
	181,921
	22,905
	(2,532)
	(17,163)
	305,131

	
	
	
	
	
	
	
	

	Currency translation gain
	-


	
	-


	-


	7,596


	-


	 7,596

	Net loss for the period
	-
	
	-
	-
	-
	(19,127)
	(19,127)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	As at 31

 December 2002
	120,000


	
	181,921
	22,905
	5,064
	(36,290)
	293,600

	
	
	
	
	
	
	
	

	As at 1 October 2003
	120,000
	
	181,921
	22,905
	7,391
	(110,675)
	221,542

	
	
	
	
	
	
	
	

	Currency translation gain
	-


	
	-


	-


	1,695
	-
	1,695

	Net loss for the period
	-
	
	-
	-
	-
	(21,801)
	(21,801)

	
	
	
	
	
	
	
	

	Dividend
	-
	
	-
	-
	-
	(9)


	(9)



	As at 30 June 2004
	120,000
	
	181,921
	22,905
	9,086
	(132,485)
	201,427


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the period ended 30 September 2003.

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT 

FOR THE PERIOD ENDED 30 JUNE 2004

	
	Current period

To Date

(9 Months)
	
	Preceding Year Corresponding Period  

	
	30.6.2004
	
	(9 months)

31.12.2002



	
	    RM ’000
	
	 RM’000

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	
	

	Loss after taxation and minority interest 
	(21,801)
	
	(19,127)

	
	
	
	

	Adjustments for non - cash flow items:-
	
	
	

	Non -  cash items
	(475)
	
	(1,884)

	Non -  operating items
	10,693
	
	11,145

	
	
	
	

	Operating loss before changes in working capital 
	(11,583)
	
	(9,866)

	Changes in net current assets 
	5,220
	
	117,710

	Changes in net current liabilities
	13,251
	
	(107,004)

	
	
	
	

	Net cash flow used in operations
	6,888
	
	840

	Tax paid/(refund)
	30
	
	(226)

	Net interest received/(paid)
	(2,215)
	
	(4,481)

	Net cash flow used in operating activities
	4,703
	
	(3,867)

	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	
	

	Equity investments
	-
	
	2,233

	Other investments
	178
	
	33,154

	
	178
	
	35,387

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	

	Bank borrowings granted / (repaid)
	(2,543)
	
	(11,269)

	Dividend paid
	(9)
	
	-

	Dividend paid to minority shareholders

Others
	(51)

(28)
	
	(9)

-

	
	(2,631)
	
	(11,278)

	
	
	
	

	NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS
	2,250
	
	20,242

	
	
	
	

	CURRENCY TRANSLATION DIFFERENCE
	81
	
	658

	
	
	
	

	CASH AND CASH EQUIVALENTS AT THE BEGINNING OF PERIOD
	(2,084)
	
	(3,870)

	
	
	
	

	CASH AND CASH EQUIVALENTS AT THE END OF PERIOD 
	247
	
	17,030


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the period ended 30 September 2003.

Note 1:

As the Group changed its year-end from 31 March 2003 to 30 September 2003 in previous financial period, the comparative figures for the 9 months’ period ended 30 June 2004 are the results for the 9 months’ period ended 31 December 2002.

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004

1.
Accounting policies

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting  and Chapter 9 Part K of the Listing Requirements of Malaysia Securities Exchange Berhad (“MESB”) and should be read in conjunction with the audited annual financial statements for the period ended 30 September 2003. 

The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the period ended 30 September 2003.

2.
Audit qualifications


There were no audit qualifications in the annual financial statements for the period ended 30 September 2003 of the Group. 

3.
Seasonal or cyclical factors

The overall performance of the Group except for the retail division during the festive seasons is not affected by any seasonal or cyclical factors. 

4.
Unusual items 


There were no unusual items that have a material effect on the assets, liabilities, equity, net income or cash flow for the period. 

5.
Material changes in estimates

There were no material changes in estimates in amounts, reported in prior interim periods of the current financial year or in prior financial periods/years which will give material effect in the current interim period.

6.
Debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities since the last annual financial statements. 

7. Dividend
The final dividend of 0.01% per share less 28% tax (2003: 0.1% per share less 28% tax) amounting to RM 8,640 in respect of the financial period ended 30 September 2003 has been approved by the shareholders during the Annual General Meeting held on 31 March 2004. The dividends were subsequently paid on 30 June 2004.

8.  
Segmental reporting

Analysis of turnover and results for the current financial year to date (by activity):  

	

	Group

	
	Turnover
	Loss Before Taxation

	
	RM ‘000
	RM ‘000

	Retailing
	189,501
	(7,954)

	Services/ manufacturing
	1,005
	(2,009)

	Property holding/ investment
	228
	(15,911)

	Banking and Finance
	1,464
	(2,076)

	
	
	

	Group total
	192,198
	(27,950)


NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
9.
Valuation of property, plant and equipment 


The valuation of property, plant and equipment were brought forward without amendment from the annual financial statements for the period ended 30 September 2003. 

10. 
Material subsequent event 

There was no material event subsequent to the end of the period reported on.

11.
Changes in composition of the Group

There were no changes in the composition of the Group since the last annual financial statements.

12.
Changes in contingent liabilities or contingent assets


The contingent liabilities comprise corporate guarantees of RM23,395,374 issued by a subsidiary company, George Town Holdings Berhad to secure the banking facilities of the companies’ subsidiaries.

Other than the above, there were no material changes in contingent liabilities or contingent assets since the last annual financial statement.

13.
Review of performance

When compared to the previous year’s corresponding period, the Group’s revenue has decreased by 6.5% due to the Mega sales was held during the previous year’s corresponding period but not in current period. Although festive sales were held in both of the period but the Group still recorded a loss due to stiff competition in the local retail sector.

14.
Comparison with preceding quarter

Turnover for the current quarter has decreased when compared to the preceding quarter’s results mainly due to off peak season in retail division. Better sales was achieved by the retail division in the preceding quarter due to festive sales. However when compared to the preceding quarter, loss before tax has reduced by 29.8% even though the turnover has decreased. This decreased in loss occurred mainly due to translation gain of certain foreign currency during the quarter under review.

15.
Current year prospects









The Directors expect the retail market to grow in line with the country’s Gross Domestic Product (GDP) which is forecasted to hit 6.5% resulting from higher consumer confidence in the local economy. Consumers are expected to be more optimistic about the economy’s outlook and this is expected to boost the local retail sector.

16. Comparison with profit forecast

This is not applicable to the Group as there is no profit forecast or profit guarantee issued.

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
17.
Taxation


For the 9 months period under review, no provision for tax was made as most of the companies in the Group were in tax loss position.  The taxation for the period represented adjustment of under provision of taxation for previous financial periods.

18.
Profits on sales of unquoted investments and/or properties


There were no disposals of investments for the financial period under review. However, profit on sale of fixed asset was RM56,000.

19.
Purchase or disposal of quoted securities
There were no purchase or disposal of quoted securities for the current quarter and year-to-date.

(a)
As at 30.06.2004, the Group did not hold any quoted securities, except the following:-

	
	
	As at 30.06.2004

	
	
	   RM’000

	At cost
	
	56,744

	At carrying value 
	
	56,741

	At market value
	
	19,775


20.
Status of corporate proposals
There were no corporate proposals announced but not completed as at reporting date.

21.
Group borrowings
	

	
	As at

	
	
	30.6.2004

	
	
	RM ’000

	(a) Short term borrowings: - secured  
	
	22,943

	                                            - unsecured
	
	83,858

	
	
	106,801

	(b) Long term borrowings:  
	
	

	      Term loans – secured
	
	-

	                         -  unsecured
	
	   148,009

	
	
	148,009

	
	
	

	Borrowings denominated in foreign currency:-
	Foreign currency
	

	
	’000
	             RM’000

	(a) Short term borrowings – secured
	GBP542
	3,721

	(b) Term loans – unsecured


	CHF10,258
	30,853


NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
22.
Off balance sheet financial instruments 


The Group does not have any financial instrument with off balance sheet risk as at the reporting date.

23.
Material litigation
There was no pending material litigation as at 24 August 2004, being a date not earlier than 7 days from the date of issue of this quarterly report. The status and updates of the material litigation since the last annual financial statements are as follows:

a) The Company’s subsidiary company, George Town Holdings Berhad (“GTHB”) had on 13 May 2003 became aware of an advertisement of petition on 10 May 2003 in the Star newspapers (“Advertisement”) for the winding up of GTHB by Belleview Resources Sdn Bhd (“Belleview”) wherein, it was stated that the petition under Section 218 of the Companies Act was presented on 30 April 2003 at the High Court of Malaya in Penang. The Petition was NOT served on GTHB. 

GTHB has been advised by its solicitors that the Petition filed by Belleview and/or its representative was mala fide in order to cause embarrassment to GTHB and/or its group of companies.  

This unconscionable and malicious action done and perpetrated to create a false impression that GTHB was to be wound up, even though Belleview and/or their representative were clearly notified through our solicitors, by registered mail and fax that their notice to claim for RM6.98 million was clearly disputed and denied, the very same subject matter vis-a-vis the Super Tanjung’s (GTHB’s subsidiary) RM45,193,516 claim in a writ dated 13 September 2003 at the High Court at Kuala Lumpur vide Civil Suit No.S-22-1043-2002 (“High Court Suit”) and Belleview’s claim for RM6,982,121.22 relating to the Lease Agreement.

In view of the above, GTHB had immediately on the next working day, on 16 May 2003 (after becoming aware of the Advertisement on 13 May 2003) filed an application for stay of  the Petition based inter alia on, the following grounds:-

(i) there is no debt of RM6,982,121.22 due and owing by GTHB to Belleview and on the contrary, there is inter alia a claim for RM45,193,516 by GTHB’s subsidiary, Super Tanjung, against Belleview in the High Court Suit;

(ii) the Letter of Guarantee cannot be invoked as there is a dispute as to the Lease Agreement pursuant to which the Letter of Guarantee was given and which was presently pending in the High Court Suit;

(iii) destruction of GTHB which was established since 1901 and being the first public listed company in Malaysia with several thousand of employees in Malaysia, more particularly in Penang, Ipoh, Selangor and the Federal Territory;

(iv) there is no judgment against GTHB for presenting the Petition. 

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
23.
Material litigation (Cont’d)
Following GTHB’s application, the HIGH COURT OF MALAYA IN PENANG had on 16 May 2003 granted a Court Order (“the Court Order”) stating inter alia that:-

“All proceedings, process, matters under or in connection with or relating thereto under the Petition including but not limited to all proceedings, advertisements, services, gazetting or any other process be STAYED AND BE OF NO EFFECT without leave of the Honourable Court obtained in an inter-partes hearing pending the Company’s application for the Petition to be struck off.”

In view of the Court Order, the Petition and all proceedings, process and/or matters relating thereto is STAYED AND IS OF NO EFFECT as per the Court Order.  As a result, there is no financial nor operational impact of the Petition on GTHB and/or its group of companies and for the same reason, there is no expected loss (if any) arising from the Petition at the present time.  

On or about 13 September 2002, Super Tanjung Department Stores Sdn Bhd (“Super Tanjung”) a subsidiary of GTHB commenced a writ action against Belleview and others for the aggregate sum of RM45,193,516 (“RM45.19 million”), damages and other ancillary reliefs at the High Court of Kuala Lumpur vide Civil Suit No. S-22-1043-2002 (“High Court Suit”), in respect of a Lease Agreement dated 28 February 2001 signed between Super Tanjung and Belleview (“the Lease Agreement”).

On 30 October 2002, Belleview filed a writ of distress against Super Tanjung for RM1,404,518 being rental in arrears allegedly owing under the Lease Agreement in the Sessions Court, Penang (“Sessions Court Suit”).

Super Tanjung, GTHB’s subsidiary subsequently, filed an application to set aside the distress action dismissed by the Sessions Court in Georgetown, Penang and which is now on appeal to the High Court vide Civil Appeal No. 12-414-2002. A stay had been granted by the said Sessions Court pending determination of the appeal at the High Court.

Meanwhile, Belleview had been interfering with essential services of Super Tanjung in the complex premises.

On 5 December 2002, Super Tanjung  obtained an  injunction from the High Court of Penang (“High Court Injunction”) vide Suit No. 22-665-2002 (MT-2) against Belleview to restrain them from interfering with electricity, water and air-conditioning (essential services) in connection with the demised premises and matters under the Lease Agreement.   Inspite of this, they interfered in the said essential services again and this was in clear breach of the High Court injunction. 

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
23.
Material litigation (Cont’d)
There upon Super Tanjung  obtained leave from the High Court of Penang to institute contempt proceedings against Belleview’s directors and officers for breach of the High Court Injunction. The proceeding was set to continue on 28 May 2003.

On 15 January 2003, Belleview filed their defence and counterclaim to the High Court Suit of RM45.19 million for, inter alia, an aggregate sum of RM5,577,603.23 and other reliefs against Super Tanjung in respect of the High Court Suit in relation to the Lease Agreement.

On 18 February 2003, Super Tanjung, GTHB’s subsidiary, filed their reply to the defence and counterclaim clearly disputing the counterclaim and denying liability.

Belleview through its solicitors issued a letter of demand dated 23 January 2003 against GTHB, in respect of GTHB’s purported obligations under a Letter of Guarantee dated 28 February 2001 (“Letter of Guarantee”) for the sum of RM6,982,121.22 (RM5,577,603.23 + RM1,404,518) allegedly owing by Super Tanjung under the Lease Agreement.

Subsequent to the said letter of demand, Belleview had caused its solicitors to issue a Notice pursuant to Section 218(1)(e) of the Companies Act, 1965 dated 7 February 2003 (“Section 218 Notice”) against GTHB claiming the said sum of RM6,982,121.22 (RM6.98 million).

GTHB on 21 February 2003, through its solicitors, replied to the said demand and Section 218 Notice denying and disputing Belleview’s claim of RM6.98 million stating that Super Tanjung, the Company’s subsidiary, is not in default of the Lease Agreement which is the very subject matter of Super Tanjung’s claim for RM45.19 million in the High Court Suit. 

Accordingly, GTHB denies and disputes liability to Belleview for any claims under the purported Letter of Guarantee or otherwise. Clearly, this should totally bring this Section 218 Notice matter to an end, as clearly there is a dispute and clearly is never a matter for any winding up notice or petition. 

However, instead of ending this outrageous matter, and without serving the Petition on GTHB, Belleview and/or their representatives maliciously proceeded to advertise the Petition in the Star newspaper, which GTHB only became aware of on 13 May, 2003.  As such, the Company had on 16 May 2003 (the next working day after it became aware of the Advertisement) filed an application at the High Court of Penang for the Petition to be stayed and be of no effect and obtained the Court Order. The Petition was initially fixed for hearing on 9th September 2003. On 9th September 2003, the solicitor for Belleview requested for an adjournment of the hearing for Belleview to file an inter-partes application to set aside the Court Order. The hearing  of the petition was therefore adjourned to 10th February 2004. To date there is no application filed to set aside the Court Order. The Directors have received legal opinion that the outcome of the petition would be favourable. The Court Order of STAY AND of NO EFFECT is in full force.
NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
23.
Material litigation (Cont’d)
Pulau Pinang High Court Companies Winding–up no MT2-28-46-2003

Belleview Resources Sdn Bhd Vs George Town Holdings Berhad

George Town Holdings Berhad (“GTHB”) has obtained a court order to stay the Winding –Up Petition.  Belleview Resources Sdn Bhd (“Belleview”) has filed an application to set aside the Order for.  GTHB has also filed an application to strike out the Winding-Up Petition.  The Court has fixed both applications for hearing on the 7.12.2004.

Kuala Lumpur High Court Civil Suit No. S3-22-1043-02

Super Tanjung Department Stores Sdn Bhd V

1. Belleview Resources Sdn Bhd

2. Sonny Ho Kiong Chan 

3. K.S.Wong

4. Tan Chuan Kang

5. Caryn Lim

Belleview had on the 16 March 2004 obtained summary judgment against Super Tanjung for vacant possession, RM5,238,852.14 in liquidated damages, interest on late payment of rental amounting to RM55,974.47 as at 28 October 2002, interest on late payment of services charge amounting to RM1,873.02 as at 28 October 2002, interest at 10.45% and cost.  Super Tanjung has filed an application to stay the execution of the judgment which was fixed for hearing on 30 June 2004.

On the said date the Judge had directed parties to file in their Written Submissions and fixed 3 November 2004 for Decision.  The judge had also granted an interim stay conditional upon the payment of the monthly rental and service charges from July onwards.  These amount is to be paid by the 7th of each month.

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
23.
Material litigation (Cont’d)
b) Kuala Lumpur High Court Companies Winding-Up No. D4-28-1076-2003

AmBank Bhd v Datuk Keramat Holdings Bhd
The Company had on 12 January 2004 become aware of an advertisement of petition on 12 January 2004 in the Sun newspapers and the New Straits Times newspapers for the winding-up of the company, by Ambank Bhd (“Ambank”) wherein, it was stated that the petition under Section 218 of the Companies Act was presented on 5 December 2003 at the High Court of Malaya in Kuala Lumpur (“the Petition”). The Petition was served on 22 December 2003 but not at the registered office of the Company. The Company had announced the change of its registered office on 2 December 2003. Our solicitors had on January 5, 2004 written to Ambank’s solicitors that the petition had been served at the wrong address.

The Company therefore contends that the Petition is NULL AND VOID as it was not served on the Company’s registered office.

In the Petition, Ambank claims for the sum of RM6,408,843.37 (based on the sum of RM4,698,018.16 together with interest at the rate of 2.5% per annum above Ambank’s costs of fund at 5.00% per annum from 1.3.2000 until 13.3.2000 and thereafter at the rate of 2.5% per annum above Ambank’s costs of fund at 6.8% per annum from 14.3.2000 until 15.9.2003 till dated of full settlement together with penalty interest at the rate of 1% per annum above the aforesaid rates is calculated from 1.3.2000 until 15.9.2003) and the sum of RM7,254,373.81 (based on the sum of RM5,313,951.60 together with interest at the rate of 2.5% per annum above Ambank’s costs of fund at 6.8% per annum till date of full settlement together with penalty interest at the rate of 1% per annum above the aforesaid rate is calculated with penalty interest at the rate of 1% per annum above the aforesaid rate is calculated from 1.3.2000 until 15.9.2003) and the sum of RM725,437.22 (based on the sum of RM531,395.15 together with interest at the rate of 2.5% per annum above Ambank’s costs of fund at 6.8% per annum till date of full settlement together with penalty interest at the rate of 1% per annum above the aforesaid rate is calculated from 1.3.2000 until 15.9.2003) and cost of RM350.00 in respect of revolving credit facilities granted to the company.

The Company states that the Petition is premature as the claim is genuinely disputed by the company. Circumstances leading or related to the filing of the Petition are as follows:-

By a Writ and Statement of claim dated 5 April 2000 vide Kuala Lumpur High Court Civil Suit NO: 22-617-2000, Ambank claimed against the company the following sums in respect of revolving credit facilities granted to the Company RM4,698,018.16 with interest at the rate of 2.5% above Ambank’s costs of fund (5.00%) per annum from 1.3.2000 to 13.3.2000 and at the rate of 2.5% above Ambank’s costs of fund (6.8%) p.a. after maturity on 14.3.2000, until date of full settlement, together with penalty interest at the rate of 1.0% per annum at the prevailing rate until the date of full settlement and RM5,313,951.60 with interest at the rate of 2.5% above Ambank’s cost of fund (6.8%) per annum from 1.3.2000 until the date of full settlement together with penalty interest at the rate of 1.0% per annum at the prevailing rate until the date of full settlement and 

NOTES TO THE FINANCIAL STATEMENTS – 30 JUNE 2004 (CONTINUED)
23.
Material litigation (Cont’d)
RM531,395.15 together with interest at the rate of 2.5% above Ambank’s cost of fund (6.8%) per annum from 1.3.2000 until the date of full settlement together with penalty interest at the rate of 1.0% per annum at the prevailing rate until the date of full settlement and costs.

On 25 May 2000, the Company filed a Defence. On 24 November 2000, Ambank entered summary judgment against the Company. The Company’s appeal to the Judge in Chambers was dismissed. On 14 June 2001, the Company filed an appeal to the Court of Appeal. No hearing date has been fixed yet for this appeal. On 19 June 2001, the Company also filed an application for a stay of execution pending appeal, which has been fixed for hearing on 26 January 2004.

The Company genuinely disputes the debt on the grounds that Ambank and the Company by their representatives had agreed by teleconversation and letter to vary and/or waive the terms of the original agreement by accepting the Company’s proposal for restructuring of the facilities, on condition that the Company settle the overdue interest demanded. Relying on the aforesaid, the Company had on 11 February 2000 settled the overdue interest of RM239,326.02 to Ambank. Ambank accepted the said payment without any protest or reservation and rolled over the revolving credit facilities of RM4.5 million for a month from 14 February 2000. Subsequently, Ambank altered its stand and stated that is was no longer agreeable to the Company’s proposal. Ambank then arbitrarily raised the interest rates of the facilities granted, with immediate effect. The Company’s stand is that Ambank is estopped and precluded from reverting to the original agreement, after the Company had already relied on the variation and paid the overdue interest.

The Company further contends that the Petition is NULL AND VOID as the Petition was not served on the Company’s registered office.

On 7 January 2004, the Company has filed an ex-parte application for stay of the winding-up proceedings for amongst other things following orders:-

All proceedings, process, matters under or in connection with or relating thereto under the Petition including but not limited to all proceedings, advertisement, service, gazetting or any other process BE STAYED and be of no effect without leave of the Honourable Court obtained in an inter partes hearing pending the Company’s application to strike out the Petition and alternatively, all proceesings, process, matters under or in connection with or relating thereto under the Petition including but not limited to all proceedings, advertisements, service, gazetting or any other process BE STAYED and be of no effect pending the disposal of the Company’s application for stay of execution pending appeal in Kuala Lumpur High Court Suit No: D3-22-617-2000.

The matter was fixed for hearing on 12 January 2004. However, the judge postponed all hearings scheduled on the said date as the Commercial Courts are in the midst of packing and moving to its new premises. The stay application was fixed for hearing on 26 January 2004.
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23.
Material litigation (Cont’d)
The Company will take all further necessary action to protect its rights.

The winding-up proceedings has no financial or operational impact on the Company or its group of companies and there is no expected loss arising therefrom.

The Company has filed an application to strike out the Winding-Up Petition and the Court has fixed the 22.10.2004 for mention of both the winding-up petition and striking out application.

c) Advertisement on winding-up petition by Eon Bank Berhad  

The Company had on 17th June 2004 noted of an advertisement of petition on 17th June 2004 in The Star and Malay Mail newspapers for the winding-up of the Company, by Eon Bank Berhad (“Eon Bank”) wherein, it was stated that the petition under Section 218 of the Companies Act was presented on 12th May 2004 at the High Court of Malaya in Kuala Lumpur (“the Petition”). The Petition was NOT served on the Company.

The Company therefore contends that the Petition is NULL AND VOID as it was NOT duly served against the Company.

Based on the notice pursuant to Section 218 of the Companies Act dated 11th March 2004 (“S.218 Notice”) issued by Eon Bank’s solicitors to the Company, Eon Bank claims for the sum of RM2,601,947.82 as at 6th June 2002 together with interest at the rate of 1.50% p.a. above Eon Bank’s Base Lending Rate (as at 6th June 2002 then fixed at 6.40% p.a. but currently fixed at 6.00% p.a.) calculated on daily basis with monthly rests from 7th June 2002 until the date of full settlement on the amount of RM2,500,000.00 and further additional interest at the rate of 3.50% p.a. above Eon Bank’s Base Lending Rate (as at 6th June 2002 then fixed at 6.40% p.a. but currently fixed at 6.00% p.a.) calculated on daily basis with monthly rests on any excess over RM2,500,000.00 from 7th June 2002 until the date of full settlement (“Said Sum”) being the outstanding amount and costs of RM350.00 pursuant to the Judgment dated 21st October 2003 entered against the Company (“the Judgment”). The Company has appealed against the Judgment to the Court of Appeal, which is pending hearing.

The Company states that the Petition is ERRONEOUS as the claim is genuinely disputed by the Company. 

Circumstances leading or related to the filing of the Petition are as follows:-

· By a Writ and Statement of Claim dated 13th August 2002 vide Kuala Lumpur High Court Civil Suit No: D6-22-1261-2002, Eon Bank claimed against the Company for the Said Sum in respect of an overdraft facility granted to the Company.
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· On 29th October 2002, the Company filed a Defence and Counter-Claim. The Company counter-claimed against Eon Bank for the sum of RM4,093,182.10 together with interest thereon at the rate of 7.9% p.a. calculated on monthly rests from 14th January 2000 until date of full settlement thereof. The Company’s counter-claim has been struck out by the KL High Court upon application of Eon Bank and the Company has filed an appeal to the Court of Appeal. No hearing date has been fixed yet for this appeal.

· On 21st October 2003, Eon Bank entered summary judgment against the Company. The Company’s appeal to the Judge in Chambers was dismissed and the Company has filed an appeal to the Court of Appeal.  No hearing date has been fixed yet for this appeal. 

· On 11th March 2004, Eon Bank’s solicitors issued the S.218 Notice against the Company and the Company’s solicitors had on 31st March 2004 replied that the Company is under no duty to comply with the S.218 Notice on the ground that the Judgment dated 21st October 2003 is subject to appeal by the Company (then pending decision of the KL High Court) as the said claim is genuinely disputed by the Company and that the Company has a counter claim against Eon Bank for an amount more than the amount claimed by Eon Bank. As such, any commencement of winding-up proceedings based on the Judgment would be ERRONEOUS as the amount claimed therein is still a disputed debt.

The Company will take all necessary action to protect its rights.

As at the date hereof, the winding-up proceeding has no financial or operational impact on the Company or its group of companies and there is no expected loss arising therefrom. 

There is no contingent liability or other liability that has become enforceable or is likely to become enforceable within a period of 12 months from the date hereof which will or may affect the ability of the Company or its group of companies to meet their obligations as and when they fall due.

The Winding Up Petition was served on the Company on 25th June 2004.  The Company filed an application to strike out the winding up petition and the Court has fixed the 29th October 2004 for mention of both the winding up petition and striking out application

The Company states that the Petition is ERRONEOUS as the claim is genuinely disputed by the Company. 

Kuala Lumpur High Court Civil Suit : D6-22-1261-2002
Eon Bank Bhd v Datuk Keramat Holdings Bhd

· The Company has applied for stay of execution of the summary judgment. The Court has granted on interim stay of the Judgment until the disposal of the stay of Execution application on the 13th of September 2004.
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24. Dividend
No interim dividend has been declared (2003:NIL).

25.
Earnings per share (EPS)

The calculation of basic EPS for the periods are based on the net profit attributable to ordinary shareholders and the weighted average numbers of ordinary shares outstanding during the periods as follow:

	
	Current quarter
	
	Cumulative year-to-date

	
	30.6.2004
	
	30.6.2004

	Net loss attributable to shareholders (RM’000)
	(8,737)
	
	(21,801)

	Weighted average number of ordinary shares (‘000)
	240,000
	
	240,000

	Basic EPS (sen)
	(3.64)
	
	(9.08)


The Group does not have in issue any financial instrument or other contract that may entitle its holder to ordinary shares therefore, diluting to its basic EPS.

BY ORDER OF THE BOARD

KONG YOKE YING

LIM TENG JEN

Secretaries

Dated this 30 August 2004

Kuala Lumpur

3qJun04 DKHB
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