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
The exceptional items in the quarter are in respect of debt restructuring agreements which comprise RM49.5 million for provision for dimunition in value of investments and RM2.6 million for debt restructuring/rights issue expenses. 

The other exceptional item in the financial year is RM2.1 million for the provision for diminution in value of fixed assets of GK-Hardie Sdn Bhd (“GKH”), a wholly owned subsidiary of George Kent (Malaysia) Berhad (“GKMB” or the “Company”).

3. Extraordinary Items
There were no extraordinary items in the quarter and financial year.

4.
Taxation

The taxation for the financial year is as follows: -


31/1/02
31/1/01

Taxation based on results for the year
RM’000

(1,333)
RM’000

(1,002)

Over/(under) provision for prior years                                                     
258
1,618

Deferred taxation                     
1,339
-

Share of taxation of associated cos.  


(352)
(855)

Total                                                                                                                             
(88)
(239)

      The effective tax rate is lower than the statutory tax rate due to accumulated tax losses and capital allowances brought forward in GKMB and the non-availability of group tax relief.

5. Sale of Investments and Properties
On 31 January 2002, GKMB announced that GKH had entered into a sale and purchase agreement with Seong Henng Engineering Works (M) Sdn Bhd for the sale of its property at Lot No. 20 Rawang Integrated Industrial Park and its plant and machinery for a cash consideration of RM5.5 million.  The disposal will generate a gain of RM70,000.  The assets have not been in use since GKH ceased operations in March 1999.

There were no sale of investments in the quarter and financial year.

6. Quoted Securities
(a) There were no purchase or sale of quoted securities in the quarter and financial year.

(b)
 The investment in quoted securities is as follows: -


RM’ 000

Investment at cost
78,836

Investment at book value 
29,362

Investment at market value 
12,725

7. Changes in Composition of the Group
There were no changes in the composition of the Group in the quarter and financial year.

8. Status of Corporate Proposals
On 3 January 2002, the Securities Commission approved an extension of time to 2 July 2002 to complete the following proposals: -


(a) 
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 (“Proposed Replacement Warrants”);

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

The Company intends to implement the Proposed Replacement Warrants and Proposed ESOS concurrently with its debt restructuring exercise.

9. Capital Issues and Treasury Shares
There were no issuance or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares in the financial year.

GKMB intends to achieve the minimum issued and paid up share capital requirement of RM60.0 million by 31 December 2002 via its proposed debt restructuring scheme. 

10. Group Borrowings and Debt Securities
The short term borrowings are as follows: -


RM’000

Secured
151.5

Unsecured
10.7




Total
162.2

11. Contingent Liabilities
(a) The contingent liability for additional tax assessments for prior years was reduced by RM133,000 to RM362,000 since the last audited accounts.

(b) There is a contingent liability for default bank interest of approximately RM700,000 if the restructuring scheme is not completed.

12. Off Balance Sheet Financial Instruments
The Group does not have any financial instruments with off balance sheet risk.

13. Material Litigations
a) The Company 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 BKSB and that the counterclaim has no merits.  On 6 April 2001, GKMB was notified that the two guarantors had been declared bankrupt. The Company’s application to continue litigation against BKSB was approved by the High Court on 3 February 2002.  GKMB made full provision for the debt owing 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 worth RM0.2 million.  The High Court allowed GKMB’s application to strike out the case.  BMSB has filed a notice of appeal.

14.
Segmental Reporting




Revenue

Profit/(loss)

before taxation

Total assets

Employed




31/1/02

31/1/02

31/1/02

(a)
Analysis by activity:-
RM’000

RM’000

RM’000










Engineering
192,620

8,040

179,737


Investment
26

(60,223)

30,732










Total
192,646

(52,183)

210,469

(b)


Analysis by geographical

segments:-















Malaysia

187,073

(27,506)

176,137


Overseas

5,573

(24,677)

34,332











Total

192,646

(52,183)

210,469

15.
Material Changes in the Profit Before Taxation Compared With the Preceding Quarter
The material changes in the profit before taxation were due to the exceptional items under Note 2 in this quarter as compared with the preceding quarter.

16.  Review of Performance

In the quarter under review, GKMB Group generated profit before finance cost, depreciation and exceptional items of RM1.1 million from a revenue of RM25.8 million, compared to the preceding year’s corresponding quarter loss of RM500,000 on a revenue of RM34.0 million.  The net loss attributable to members of the company for the quarter was RM53.7 million compared to the preceding year’s corresponding quarter loss of RM5.1 million. This net loss is after exceptional items of RM49.5 million for dimunition in value of investments and RM2.6 million for debt restructuring/rights issue expenses.

For the financial year, GKMB Group achieved an improved profit before finance cost, depreciation and exceptional items of RM20.1 million on revenue of RM192.6 million, compared to the preceding year’s profit of RM12.1 million on revenue of RM125.6 million.  The net loss attributable to members of the company for the financial year was RM52.5 million compared to the preceding year’s loss of RM8.9 million.

17. Material Events Subsequent to the End of the Year

On 22 March 2002, the Company announced that GKMB and its wholly-owned subsidiaries, GK Equities Sdn Bhd and GKH entered into Debt Restructuring Agreements to restructure their outstanding sums arising from credit facilities granted by financial institutions. As a result of these Agreements entered into with the financial institutions, GKMB have taken into account the values assigned to certain assets and liabilities as a matter of prudence although these Agreements are conditional. This has reduced the shareholders fund substantially. However, on completion of the debt restructuring scheme, the balance sheet will be restored to a healthy position as a result of the issuance of shares and ICULS on the completion of the scheme. 

      Saved as disclosed in these notes, there were no material events subsequent to the end of the year that have not been reflected in the financial statement. 

18.  Seasonal or Cyclical Factors
The Group’s business operations are affected by cyclical economic trends.

19.
Current Year Prospects

GKMB Group will continue to focus on its core activities of manufacturing, industrial marketing and water infrastructure.  The market for the Group’s technical products and services remain competitive. The successful completion of the debt restructuring scheme will place the Group on a firm financial footing and enable it to achieve future profitability and growth. Barring unforeseen circumstances, the Group is cautious about the outlook for the year ahead.

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

21. Dividend
No dividend has been declared. 

By Order of the Board

Teh Yong Fah

Secretary

27 March 2002
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