NOTES
1. Accounting Policies
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
Nil.

3. Extraordinary Items
Nil.

4.
Taxation

The taxation in the cumulative period under review is as follows: -


31/7/01
31/7/00

GKMB & subsidiaries 
RM’000

(556)
RM’000

(600)

Associated cos.                                                                            
(141)
(23)

Deferred tax
-
-

Over/(under) provision for prior years
258
1,721

Total                                                                                                                             
(439)
1,098

      The effective tax rate is lower than the statutory rate mainly due to accumulated tax losses and capital allowances brought forward in George Kent (Malaysia) Berhad (“GKMB”). 

5.
Pre-acquisition Profits

There was no pre-acquisition profit in the quarter under review.

6. Sale of Investments and Properties
There was no sale of investments or properties in the quarter under review.

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


RM’ Million

Total Purchases
-

Total Disposals
-

-

0

6.4

Total Profit/(loss) on Disposal
-



(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
18.2

8. Changes in Group/ Capital Structure
Nil.

9. Status of Corporate Proposals
On 4 January 2001, the Securities Commission 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, on the basis of two (2) new ordinary shares for every three (3) existing 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;

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;

iii) Proposed issuance of up to 16.8 million 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;

iv) Proposed establishment of a new Employee Share Option Scheme.

On 17 July 2001, the Securities Commission approved the extension of time to complete the proposals from 3 July 2001 to 3 January 2002.

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
156.3
10.4

Long Term Borrowings
-
-

Total
156.3
10.4

13. Contingent Liabilities
The contingent liability for additional tax assessments for prior years was reduced by

RM133,000 to RM362,000 since the last annual Balance Sheet date. 

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 filed a defence and a counterclaim for RM11.2 million.  GKMB was advised by its solicitors that it has a good claim against the defendants and that the counterclaim by BKSB has no merits.  On 6 April 2001, GKMB was notified that the two guarantors had been declared bankrupt.  GKMB had made full provision for the debt due by BKSB in previous financial years.

b) Biografik (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 was advised by its solicitors that BMSB does not have a cause of action against GKMB as the goods were supplied to another company JSB.  On 21 June 2001, the High Court allowed GKMB’s application to strike out the case.  BMSB has filed a Notice of appeal to the judge in chambers.

There was no new material litigation since the last annual Balance Sheet date.

16.
Segmental Reporting




Turnover

Operating

Profit/(Loss)

Before Taxation

Total Assets

Employed




31/7/01

31/7/01

31/7/01




RM’000

RM’000

RM’000

(a)
Analysis by activity:

















Engineering

137,112

5,555

207,589


Investment

        10

(1,864)

  86,118


Total

137,122

3,691

293,707

(b)
Analysis by geographical

Location:
























Malaysia

134,375

2,168

233,183


Overseas

    2,747

1,523

  60,524


Total

137,122

3,691

293,707

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 improved operating profit before interest, depreciation and exceptional items of RM7.4 million on the back of a turnover of RM67.5 million, compared to the preceding year’s quarter operating profit of RM4.8 million on a turnover of RM32.6 million.  The profit after taxation and minority interest for the quarter was RM2.0 million compared to the preceding year’s quarter loss of RM2.2 million.

For the half year, GKMB Group generated an improved operating profit before interest, depreciation and exceptional items of RM14.0 million on a turnover of RM137.1 million, compared to the preceding year’s half-year operating profit of RM9.6 million on a turnover of RM60.5 million.  The profit after taxation and minority interest for the half-year was RM3.1 million compared to the preceding year’s half-year loss of RM2.2 million.

The Group’s concentration on its core businesses has resulted in improved operating results for the Group.  The Infrastructure Division is undertaking the M&E works for the Sungei Selangor Water Supply Scheme Phase 3 Rasa Treatment Works which is proceeding on schedule.  The Manufacturing Division continued to perform creditably from the manufacture of water meters and brass products.  The Industrial Marketing Division was affected by lower activities in new commercial construction.  However, it increased its sales to the Oil & Gas sector and its sales of fibreglass reinforced polyester water tanks.

19.
Current Year Prospects

The economic indicators in the Asean region are generally negative due to political and economic concerns.  The sentiment of the domestic equities market remains weak, precipitated by the gloom of a slowdown in USA.  The market for our products and services remains highly competitive.  However, the Group is optimistic of an improved performance in the current fiscal year.

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

21. Dividend
No dividend has been declared for the year under review ( 2000/01: Nil ).

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

By Order of the Board

Teh Yong Fah

Company Secretary

18 September 2001
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