GLOBAL CARRIERS BERHAD

FINANCIAL REPORTING STATEMENT FOR

THE FOURTH QUARTER ENDED 31 DECEMBER 2000

Notes to the Financial Statements

1. The same policies and methods are followed by Global Carriers Berhad (“GCB” or the “Company”) in this quarterly financial statement as compared with the most recent annual financial statement.

2. There are no exceptional items during the period under review.

3. There are no extraordinary items during the period under review.

4. There are no provisions for tax liabilities during the period under review.

5. There are no pre-acquisition profit/loss for the current financial year to-date.

6. There are no profit/loss on the sale of investments or properties for the current financial year to-date.

7. There are no purchase/disposal of quoted securities by the Company or any of its subsidiary companies.

8. There are no changes in the composition of the Company for the current financial year to-date.

9. On 27 October 2000, our merchant bankers, Utama Merchant Bank Berhad (“UMBB”), announced on behalf of the Company and its affected subsidiary companies, that the Foreign Investment Committee has no objections to the Proposed Composite Scheme (pursuant to Section 176 of the Companies Act, 1965), the Proposed BSNCL Settlement Scheme and the Non-Financial Creditors Settlement Scheme, subject to the condition that the Company maintains a 51% Bumiputera equity content at all times.

Further, the Securities Commission has also approved the Company’s application on the waiver from having to obtain a rating for the loan stocks issued pursuant to the abovesaid proposed schemes subject to certain conditions, details of which are set out in the announcement of even date.  Meanwhile, the above schemes are pending the approval of the Securities Commission.

10. There are no material seasonal or cyclical factors that have favourably or unfavourably affected the operations of the Group during the period under review.

11. There are no issuances and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares or re-sale of treasury shares for the current financial year to-date.

12. The Group borrowings as at 31 December 2000 based on the unaudited accounts are set out below:-


RM’000

Bank Overdrafts
9,021

Revolving Credits and Others
10,554

Term Loans
374,843


------------

Total
394,418


=======

Certain bank overdrafts of the Group amounting to RM100,000 are secured by a fixed deposit.  The revolving credit facility is secured by a corporate guarantee from GCB.  

The term loan facilities are secured by legal charges over the buildings, assignment of rights and titles of the vessels, assignment of insurance, property rental and certain charter hire proceed, and specific debenture over the fixed assets of the Group.  The Group has defaulted on the repayment of the above facilities, resulting in all term loans – long and short – becoming due and payable.  Presently, the Group has obtained the approvals from the affected financial institutions to restructure the above borrowings.

13. The Group’s contingent liabilities as at the latest practicable date prior to this announcement are set out below :- 

· Interest in dispute with a financial institution amounting to RM837,339.

· Termination of shipbuilding contracts in August 1998 for the construction of 2 vessels which was due for completion in 1999. The shipbuilders have legal rights to complete the 2 vessels and dispose them to meet the construction costs.  Any shortfall, together with interest thereon, shall be compensated by the Company.  The extent of the above 2 contingent liabilities cannot be quantified at this juncture but the directors are of the view that their crystallisation is remote.

· The subsidiary’s vessel taken back by BSNC Leasing (M) Sdn Bhd (“BSNCL”).  The extent of this contingent liability cannot be quantified at this juncture but the directors are of the view that its crystallisation is remote. GCB has proposed to settle this legal suit via the Proposed BSNCL Settlement Scheme.

14. There are no financial instruments with off balance sheet risks.

15. The material litigation of the Group as at the latest practicable date prior to this announcement is set out below:-

· A suit was filed by Budisukma Sdn Bhd against BSNCL on 15 August 1998 for various declarations on a purported Industrial Hire Agreement over a vessel including a claim for the amount of about RM48.7 million.  BSNCL has filed a counter claim on the same an amount of RM14.8 million.  BSNCL has agreed a scheme of settlement, and thus, the amount shall be settled accordingly.

· Arab-Malaysian Bank Berhad has filed legal actions on 28 May 1998 against Budisukma Satria Sdn Bhd, Budisukma Damai Sdn Bhd and GCB for the amount of RM2.6 million and RM18.8 million respectively on the facilities agreement.  The bank has also filed a legal action on 25 August 1998 against Budisukma Teguh Sdn Bhd and GCB for a sum of RM31.5 million on a facility agreement.  The said amounts have been included under the schemes of arrangement pursuant to the Section 176 restructuring exercise.  The bank has accepted the schemes and thus, the amount claimed shall be settled accordingly.

· Amanah International Finance Sdn Bhd has filed a legal action in May 1998 against Budisukma Sdn Bhd and GCB for the amount of RM47.1 million on a facility agreement.  The said amount has been included under the scheme of arrangement pursuant to the Section 176 restructuring exercise.  The finance company has accepted the scheme and thus, the amount claimed shall be settled accordingly.

16. Segmental reporting by industries of the Group for the current financial quarter to-date is set out below :-


Pre-Tax


Turnover
Loss
Total Assets


RM’000
RM’000
RM’000


Shipping
103,987
19,831
291,997


Property investment
3,359
4,998
51,053



----------
----------
------------



107,346
24,829
343,050



======
======
=======

Segment reporting is not disclosed by geographical regions as the Group’s activities are pre-dominantly conducted in Malaysia.

17. There are no material changes in the loss for the quarter reported on as compared to the preceding quarter’s result.

18. In the opinion of the Directors, there are no material factors affecting the earnings of the Company or Group, which may have occurred between the end of the reporting period and the latest practicable date prior to this announcement.

All of the Group’s vessels are presently employed, with most of them under time-charters for various durations.  The income stream of the Group’s tanker and container operations are therefore generally not affected during the period under review.  Most of the time charters are contracted in US Dollar, or its equivalent conversion.

The management will continue to negotiate with foreign and local oil majors for long-term charter of its existing product tankers on spot charters.  We are also in continuous negotiations with foreign charterers and brokers for the medium to long-term charters of the containerships, to ensure full employment at all times.

During the year, the Company disposed 10 small and old dry bulk vessels due mainly to the lack of demand for such vessels in this region.  These vessels had been progressively laid-up from active operations during the crisis since 1998.  The estimated total net book value of the vessels is only RM12.5 million.  Nine of the 10 vessels were disposed off in 2000 whilst another was disposed in January 2001.  Most have been disposed off as scrap due to its age (built between 1968 and 1979) and condition.  The total consideration was about RM16.8 million.  The disposal has “released” some funds previously required to maintain such non-operating vessels.  These funds can now be used for more productive purposes in maintaining the operational efficiency of other operating vessels namely, the product tankers and containerships.

19. Following from the above, barring unforeseen circumstances, the Directors are of the view that the performance of the Group’s operations shall remain satisfactory.

The future financial performance of the Group will certainly be affected by the completion of the corporate restructuring exercise pursuant to the schemes of arrangement under Section 176 of the Act.  With the reduction in interest expense arising from the issuance of the cheaper loan stocks (as compared to the present loan facilities), the financial performance of the Group is expected to improve accordingly.  Further, the restructuring of the present debts into loan stocks and/or equity will ensure that the surplus cashflow generated by the Group’s shipping operations can be utilised for expanding and improving such operations, rather than channeled towards the high principal debt and interests repayments.

20. Not applicable.

21. No decision regarding dividend has been made.
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