GEORGE KENT (MALAYSIA) BERHAD

Part A – Explanatory Notes Pursuant to FRS 134

1.
Basis of Preparation

The interim financial statements have been prepared under the historical cost convention except for the revaluation of freehold land included within property, plant and equipment and financial assets at fair value through profit or loss. 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 


The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 January 2008.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 January 2008.

2.
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 January 2008 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial year beginning 1 February 2008:


FRS 107
Cash Flow Statements

FRS 111
Construction Contracts


FRS 112
Income Taxes


FRS 118
Revenue


FRS 119 
Employee Benefits


FRS 120 
Accounting for Government Grants and Disclosure of Government Assistance


Amendments


  To FRS 121
The Effects of Changes in Foreign Exchange Rates (Net investment in a foreign 

operation)


FRS 134
Interim Financial Reporting


FRS 137
Provisions, Contingent Liabilities and Contingent Assets


These new/revised FRSs are expected to have no significant financial impact on the financial statements of the Group upon their initial application.  

3.
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the year ended 31 January 2008 was not qualified.

4.
Segmental Information

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

	
	
	
	3 months ended

	
	
	
	
	
	30.04.2008
	
	30.04.2007

	
	
	
	
	
	RM’000
	
	RM’000

	Segment Revenue
	
	
	
	
	
	
	

	Malaysia
	
	
	
	
	22,896
	
	13,831

	Overseas 
	
	
	
	
	2,702
	
	2,548

	Total revenue 
	
	
	
	
	25,598
	
	16,379

	
	
	
	
	
	
	
	

	Segment Results
	
	
	
	
	
	
	

	Malaysia
	
	
	
	
	566
	
	84

	Overseas
	
	
	
	
	1,288
	
	1,743

	Total results
	
	
	
	
	1,854
	
	1,827


5.
Unusual Items Due to their Nature, Size or Incidence



There were no unusual items affecting assets, liabilities, equity, net income or cash flow during the current quarter.

6.
Changes in Estimates

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

7.
Comments About Seasonality or Cyclical Operations
The Group’s performance was not affected by any significant seasonal or cyclical factors.
 

8.
Dividends Paid


No dividends have been paid for the current quarter.

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 2008.

10.
Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities during the current quarter.

11.
Changes in Composition of the Group

There are no material changes in the composition of the Group during the current quarter.  

12. Discontinued Operations

There were no discontinued operations during the current quarter.

13.
Capital Commitments


There were capital commitments of RM300,000 for plant and equipment as at the end of the current quarter.

14.
Changes in Contingent Liabilities and Contingent Assets


The Group does not have any contingent liabilities or contingent assets.  

15.
Subsequent Events

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

16.
Related Party Disclosures

The Group had the following transactions with related parties during the year:

	
	
	3 months ended

	
	
	30.04.2008
	30.04.2007

	
	
	RM’000
	RM’000

	Related companies: *
	
	
	

	Sale of products
	
	-
	18

	Purchase of products
	
	73
	86

	Rendering of services
	
	142
	36

	Rental income
	
	19
	19

	
	
	
	

	Associates:
	
	
	

	Sale of products
	
	-
	188

	
	
	
	


* Related companies are companies within the Johan Holdings Berhad group.

Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

17.
Performance Review

The Group recorded a revenue of RM25.6 million for the 1st quarter ended 30 April 2008 (1st quarter ended 30 April 2007 – RM16.4 million).

The revenue was higher by RM9.2 million or 56.3% for the 1st quarter ended 30 April 2008 due to higher sales of trading products and services. 

The Group’s profit before tax was RM2.8 million for the 1st quarter ended 30 April 2008 (1st quarter ended 30 April 2007 – RM2.2 million).

The profit before tax was higher by RM527,000 or 23.6% for the 1st quarter ended 30 April 2008,  contributed by the increase in revenue.

18.
Variation of Results Against Preceding Quarter 

	Group Results
	Current quarter

ended

30 April 

2008
	Preceding quarter

ended

31 January 2008

	
	RM’000
	RM’000

	Revenue
	25,598
	25,161

	Profit before tax
	2,759
	2,026


Revenue for the current quarter was RM25.6 million as compared to RM25.2 million in the preceding quarter and the profit before tax was RM2.7million as compared to RM2.0 million in the preceding quarter. 

19.
Commentary on Prospects


The Group will remain focused on its core competencies in manufacturing and marketing of meters and other water works products, water infrastructure investments and M&E projects. It will continue with its strategy of enhancing its operating margins through cost efficiencies and technology.


The Board remains optimistic of the prospects for the current year but recognises the challenges in coping with the increasing cost of doing business in view of the spike in the price of oil.

20.
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.

21.
Income Tax Expense

	
	
	3 months ended

	
	
	
	30.04.2008

RM’000
	30.04.2007

RM’000

	Current tax:
	
	
	
	

	Malaysian income tax
	
	
	32
	25

	Foreign tax
	
	
	873
	371

	
	
	
	905
	396

	Reversal of deferred tax asset
	
	
	-
	9

	Total income tax expense
	
	
	905
	405


The effective tax rate for the quarter was higher than the statutory tax rate due to the withholding taxes of RM396,000 on dividend declared by a subsidiary.

22.
Sale of Unquoted Investments and Properties


There were no sales of unquoted investments and properties in the current quarter.

23.
Marketable Securities
	Details of disposal of quoted securities is as follows:

	
	3 months ended

	
	30.04.2008
	30.04.2007

	
	RM’000
	RM’000

	
	
	

	Purchase consideration/Acquired from trade debt settlement
	5
	381

	Sales proceeds
	5
	599

	Gain on disposal
	0
	218



There were no purchases of quoted securities during the quarter.

	Details of investments in quoted securities:
	
	

	
	As at
	As at

	
	30.04.2008
	31.01.2008

	
	RM’000
	RM’000

	
	
	

	Marketable securities:-
	
	

	At cost
	405
	410

	At book value 
	378
	400

	At market value 
	378
	400


24.
Corporate Proposals

There were no corporate proposals that have not been completed.

25.
Borrowings

	

	As at

30.04.2008

RM’000
	As at

31.01.2008

RM’000

	
	
	

	Short Term Borrowings
	2,286
	5,242

	Long Term Borrowings
	12,772
	11,546

	Total Borrowings
	15,058
	16,788


The total borrowings were secured.  All of the borrowings are denominated in Ringgit Malaysia.

26.
Off Balance Sheet Financial Instruments


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

27.
Changes in Material Litigation
On 22 September 2006, the Company, as co-plaintiff with Elster Metering Limited, served a Writ of Summons and Statement of Claim each on Damini Corporation Sdn Bhd, Delta Perdana Sdn Bhd, Premier Amalgamated Sdn Bhd and Dura-Mine Sdn Bhd in relation to their infringement of copyright of the design of the Kent PSM water meter.  The matters are still on-going.

Save as above, the Group is not involved in any other material litigation.

28.

Dividend Payable
No ordinary dividend has been declared for the quarter ended 30 April 2008 (30 April 2007: Nil).

29.
Earnings per Share
Basic earnings per share amounts are calculated by dividing the profit for the quarter attributable to ordinary equity holders of the Company by the adjusted weighted average number of ordinary shares in issue during the quarter.  In accordance with FRS133, the ICULS unissued shares are included as they are mandatorily convertible instruments.

For the purpose of calculating diluted earnings per share, the profit for the quarter attributable to ordinary equity holders of the Company and the weighted average number of ordinary shares in issue during the quarter have been adjusted for the dilutive effects of all potential ordinary shares, i.e. ICULS.  The ESOS shares are not included as the effect is anti-dilutive.

	
	
	3 months ended

	
	
	
	30.04.2008
	30.04.2007

	
	
	
	
	

	Profit attributable to ordinary equity holders
	
	
	
	

	  of the Company (RM’000)
	
	
	1,867
	1,809

	
	
	
	
	

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

	Adjustment for assumed conversion of ICULS (‘000)
	
	
	66,764
	66,764

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	
	
	225,219
	225,219

	
	
	
	
	

	Earnings per share attributable to equity holders of the Company (sen):
	
	
	
	

	Basic/diluted, for profit for the quarter
	
	
	0.8
	0.8


By Order of the Board

Teh Yong Fah

Company Secretary

25 June 2008
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