GEORGE KENT (MALAYSIA) BERHAD (1945-X)

Part A – Explanatory Notes Pursuant to MASB 26

1.
Basis of Preparation
The unaudited interim financial statements have been prepared in accordance with the requirements of MASB 26 Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 


The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 January 2004. 

2.
Auditors’ Report on Preceding Financial Statements
The auditors’ report on the financial statements for the year ended 31 January 2004 was not qualified.

3.
Comments About Seasonality or Cyclical Operations
The Group’s performance was not affected by seasonal or cyclical factors.

4.
Unusual Items Due to their Nature, Size or Incidence


There were no unusual items affecting assets, liabilities, equity, net income or cash flows.

5.
Changes in Estimates

There were no changes in estimates that have had a material effect in the current quarter results.

6.
Debt and Equity Securities
The tenure of the outstanding 16,844,417 Warrants 1994/2004 ceased to be exercisable on the expiry date of 17 July 2004.  The Warrants were removed from the Official List of Bursa Malaysia with effect from 9:00 am on 19 July 2004.  

Save as above, there were no issuance, repurchases, resale and repayments of debts and equity securities during the quarter.

7.
Dividends Paid

The Company did not pay any dividends.

8.
Segmental Information

The Group is organised on a worldwide basis into two major geographical segments, namely Malaysia and Overseas.



3 months

6 months



Ended

ended



31 July 2004

31 July 2004



RM’000

RM’000

Segment Revenue





 





Malaysia

21,652

42,061

Overseas 

1,991

3,926

Total revenue

23,643

45,987







Segment Results











Malaysia

3,235

4,560

Overseas

1,249

2,615



4,484

7,175

Eliminations

-

108

Profit from operations

4,484

7,283

9.
Carrying Amount of Revalued Assets
The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 January 2004.

10.
Subsequent Events

There were no material events subsequent to the end of the current quarter.

11.
Changes in Composition of the Group

There were no changes in the composition of the Group during the current quarter except that Asialink Pacific Ltd, a wholly owned subsidiary of the Company, subscribed for Kina 5.4 million (equivalent to RM6.5 million) Class B debentures in PNG Water Ltd.

12.
Changes in Contingent Liabilities and Contingent Assets


There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 January 2004. 

13.
Capital Commitments


There were no capital commitments as at the end of the period.

14.
Significant Related Party Transactions


6 months ended


31 July 2004


RM’000

a)  Transactions with associate :-


   Purchases from Pakar Sains Sdn Bhd
950

   Sales to Pakar Sains Sdn Bhd


14,386

b)  Transactions with corporations in which the directors, Dato’ Tan Kay Hock and Datin Tan Swee Bee, are deemed interested through their interest in Johan Holdings Bhd:-


Sales to George Kent (Singapore) Pte. Ltd.
533

Purchases of air tickets from Diners World Travel (M) Sdn. Bhd.
232

Share registration charges and secretarial fees paid to Johan Management Services Sdn. Bhd.
39

Rental income from Nature’s Farm (Health Food) Sdn. Bhd.
38




The directors are of the opinion that all the transactions above have been entered into in the normal course of business and have been established on terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.
Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

15. Performance Review

It is pleasing to note that the turnaround in profitability achieved by the Group in the 1st Quarter continued to be sustained and improved in the 2nd Quarter.

In the quarter under review, the Group recorded substantially improved profit before tax of RM4.4 million compared to a profit before tax of RM171,000 in the preceding year’s corresponding quarter. Revenue was lower at RM23.6 million compared to RM28.6 million previously due to reduced project billings and lower sales of manufactured products. The net profit for the current quarter was RM2.6 million compared to the preceding year’s corresponding quarter net loss of RM621,000. The turnaround in net profit was due to reduced operating expenses and finance costs. 


In the 6-month period under review, the Group recorded profit before tax of RM7.1 million compared to a loss before tax of RM270,000 in the preceding year’s corresponding period. Revenue was lower at RM46.0 million compared to RM55.1 million previously due to reduced project billings and lower sales of manufactured products.  The net profit for the current period was RM4.8 million compared to the preceding year’s corresponding period net loss of RM1.7 million.  The turnaround in net profit was due to better margins and reduced operating expenses and finance costs. 

16.
Comments on Material Change in Profit Before Taxation


The Group’s profit before taxation for the current quarter ended 31 July 2004 of RM4.4 million represents an increase of RM1.6 million or 59% from the previous quarter ended 30 April 2004 of RM2.7 million.  This was mainly attributable to higher revenue from sales of manufactured products and collection of doubtful debt of RM500,000.

17.
Commentary on Prospects

For the current year, the Group‘s strategy is to apply its resources to its core businesses in brass manufacturing and water infrastructure.  It will continue its strategy to protect its operating margins.  The manufacturing division is expected to continue to perform strongly whilst market conditions for the Group’s technical products and services remain competitive.


Barring unforeseen circumstances, the Board expects to maintain its profitability for the rest of the year.                             

18.
Profit Forecast or Profit Guarantee


The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

19.
Taxation                    


3 months

ended

31 July 2004

RM’000
6 months

ended

31 July 2004

RM’000





Income tax:



  Malaysian income tax
650
650

  Foreign tax
455
910


1,105
1,560

  Overprovision of Malaysian income tax in prior years
-
(260)


1,105
1,300

Deferred tax
604
870

Share of taxation of associates
72
128


1,781
2,298

20.
Sale of Unquoted Investments and Properties


There were no sales of unquoted investments and properties.

21.
Marketable Securities
Details of purchases and disposals of marketable securities are as follows: -


3 months ended 

31 July 2004

6 months ended 

31 July 2004


RM’000

RM’000






Purchases consideration

-



-


Sales Proceeds

-



-


Loss on investments

18



18



The loss on investments was due to the expiry of warrants amounting to RM18,000.

Investment in quoted securities:
As at

31 July 2004


RM’000




At cost

5,566


At book value 

1,034


At market value 

961


22.
Corporate Proposals

There were no corporate proposals announced but not completed as at date of this report.

23. Borrowings and Debt Securities


As at

31 July 2004

RM’000




Short Term Borrowings
3,321

Long Term Borrowings
35,543


38,864

The total borrowings amounting to RM38.9 million as at 31 July 2004 were secured. All of the borrowings are denominated in Ringgit Malaysia.

24.
Off Balance Sheet Financial Instruments


The Group does not have any off-balance sheet financial instruments.

25.
Changes in Material Litigation
There is no material litigation as at date of this report.

26. Dividend Payable
No interim ordinary dividend has been declared for the financial period ended 31 July 2004 (financial period ended 31 July 2003: Nil).

27.
Earnings per Share
a) Basic

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the financial period.


3 months ended

31 July 2004
6 months ended

31 July 2004

Net profit for the period (RM’000)
2,603
4,841





Weighted average number of ordinary shares in issue (‘000)
158,455
158,450





Basic earnings per share (sen)
1.6
3.1

b) Diluted

For the purpose of calculating diluted earnings per share, the net profit for the period and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares from conversion of the 10-year ICULS and ESOS shares.


3 months

ended

31 July 2004
6 months

ended

31 July 2004






Net profit for the period (RM’000)
2,603
4,841





Weighted average number of ordinary shares in issue (‘000)
158,455
158,450

Adjustment for assumed conversion of ICULS and ESOS (‘000)
39,844
39,844

Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
198,299
198,294





Diluted earnings per share (sen)
1.3
2.4

28.
Authorised for Issue
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 30 September 2004.

By Order of the Board

Teh Yong Fah

Secretary

30 September 2004
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