NOTES
1. Accounting Policies
George Kent (Malaysia) Berhad (“GKMB”) has adopted equity accounting for the results of its 19% investment in PNG (Water) Limited (“PWL”) as allowed by MASB 12.  The effect of the change is to increase the profit after tax of GKMB Group by RM0.8 million and RM2.3 million respectively in the quarter and year under review.  Save as above, the same policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual financial statement.

2. Exceptional Items
The exceptional items for the year are the write down of a subsidiary company’s asset value of RM0.7 million and losses on sale of investments of RM2.6 million. 

3. Extraordinary Items
Nil.

4.
Taxation
The taxation charge of RM0.2 million for the year include taxation written back of RM1.7 million due to successful appeal against additional tax assessments raised by the Inland Revenue Board in respect of prior years.

5.
Pre-acquisition Profits

There were no pre-acquisition profits in the current financial year.

6. Sale of Investments and Properties
GKMB had completed the sale of Lot No. 606, Section 16, Bandar Shah Alam, District of Petaling for a cash consideration of RM 4.9 million.  The gain on disposal of the property was RM0.1 million. The land was utilised for the manufacturing operations of GKMB prior to its relocation to Puchong.

The disposal of investments is set out in Note 7(a) below.

7. Particulars of Purchase or Disposal of Quoted Securities
(a)


RM’ Million

Total Purchases
-

Total Disposals
6.4

Total Profit/(loss) on Disposal
(2.6)

(b)


RM’ Million

Total investments at cost
78.8

Total investments at carrying value/book value (after provision for diminution in value)
78.8

Total investment at market value at end of reporting period
21.9

8. Changes in Group/ Capital Structure
Nil.

9. Status of Corporate Proposals
On 12 January 2001, GKMB announced that the Securities Commission had approved the following proposals: -

i) Proposed Renounceable Rights Issue of up to 67.5 million new ordinary shares of RM0.50 each at an indicative issue price of RM0.90 per share on the basis of two (2) new ordinary shares for every three (3) ordinary shares of RM0.50 each held together with up to 50.6 million free detachable warrants on the basis of three (3) warrants for every four (4) ordinary shares subscribed (“Proposed Rights Shares with Warrants”);

ii) Proposed Renounceable Rights Issue of up to RM16.9 million nominal value of 5% ICULS on the basis of RM1.00 nominal value of ICULS for every six (6) ordinary shares of RM0.50 each held (“Proposed ICULS”);

iii) Proposed issuance of up to 16.8 million new replacement warrants to replace up to 16.8 million existing warrants currently held by warrant holders on the basis of one (1) replacement warrant for one (1) existing warrant surrendered for cancellation at an issue price of RM0.10 each (”Proposed Replacement Warrants”);

iv) Proposed establishment of a new Employee Share Option Scheme (“Proposed ESOS”).

The Proposed Rights Shares with Warrants, Proposed ICULS, Proposed Replacement Warrants and Proposed ESOS are now conditional upon the approval of the The Kuala Lumpur Stock Exchange and other relevant authorities and the shareholders of GKMB at an extraordinary general meeting to be convened.

10. Seasonal or Cyclical Factors
Nil.

11. Capital Issues and Dealings in Own Shares
Nil.

12. Group Borrowings and Debt Securities

Secured

(RM’ Million)
Unsecured

(RM’ Million)

Short Term Borrowings
150.3
10.3

Long Term Borrowings
-
-

Total
150.3
10.3

13. Contingent Liabilities
There is a contingent liability of RM495,000 for additional tax assessments for prior years.

14. Off Balance Sheet Financial Instruments
Nil.

15. Material Litigations
a) GKMB has an ongoing suit against Bumi Kejuruteraan Sdn Bhd (“BKSB”) and two individuals as guarantors to recover RM10.9 million for goods supplied and accrued interest.  BKSB has filed a defence and a counterclaim for RM11.2 million.  GKMB had been advised by its solicitors that it has a good claim against the defendants and that the counterclaim by BKSB has no merits.

b) Biographic (Malaysia) Sdn Bhd (“BMSB”) filed a suit for RM2.1 million against GKMB for losses due to allegedly defective goods valued at RM0.2 million supplied to Jentraco Sdn Bhd (“JSB”).  GKMB had been advised by its solicitors that BMSB does not have a cause of action against GKMB as the goods were supplied to another company JSB.

16.
Segmental Reporting



Turnover

Operating

Profit/(Loss)

Before Taxation

Total Assets

Employed




31/1/01

31/1/01

31/1/01




RM’000

RM’000

RM’000










(a)
Analysis by activity:

















Engineering

126,043

1,739

194,729


Investment

           1

(6,437)

  86,059













126,044

(4,698)

280,788



















(b)
Analysis by geographical

Location:
























Malaysia

120,251

(11,415)

221,987


Overseas

    5,793

 6,717

  58,801













126,044

(4,698)

280,788

17.
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter
Nil.

18. Review of Performance
In the quarter under review, GKMB Group generated an operating profit before interest, depreciation and exceptional items of RM3.8 million on a turnover of RM34.4 million, compared to the preceding year’s quarter operating profit of RM3.8 million on a turnover of RM38.5 million.  The loss after taxation and minority interest for the quarter was RM830,000.

In the year under review, GKMB Group generated an improved operating profit before interest, depreciation and exceptional items of RM16.4 million on a turnover of RM126.0 million, compared to the preceding year period operating profit of RM12.9 million on a turnover of RM126.7 million. 

The Group’s traditional engineering business, which is the supply and installation of industrial and technical equipment, was sluggish due to the deferment of several major planned infrastructure projects and private sector spending on new construction. The manufacture and assembly of water meters and brass forging and casting products performed strongly, buoyed by improved domestic and export orders.  The Group also secured the M&E works for the Sungei Selangor Water Supply Scheme Phase 3 Rasa Treatment Works.  Overall, the Group benefited from cost reduction measures implemented over the past three years.

19.
Current Year Prospects

The strategy of concentrating in our core businesses has paid off.  The results of the year just ended showed a remarkable turnaround for the Group albeit a small loss. With a strong order book into the current year, the Group is cautiously optimistic of the performance for the current year.

20. Variances from Profit Forecasts and Profit Guarantee
Not applicable.

21. Dividend
No dividend has been declared for the year under review ( 1999/00: Nil ).

22. Comparative Figures
Certain comparative figures had been reclassified to conform with current year’s presentation.

By order of the Board

Teh Yong Fah

Group Company Secretary

KUALA LUMPUR

31 March 2001

