GLOBAL CARRIERS BERHAD

FINANCIAL REPORTING STATEMENT FOR

THE SECOND QUARTER ENDED 30 JUNE 2001

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. As announced on 13 August 2001 by our corporate advisors, Utama Merchant Bank Berhad (“UMBB”), that the Securities Commission had on 31 July 2001 approved the Company’s revised scenario to the Proposed Composite Scheme, the Proposed BSNCL Settlement Scheme and the Proposed Non Financial Creditors Settlement Scheme.  Details of the revised scenario have been set out in the said announcement.  As stipulated, the Company will present the revised scenario for the consideration of the creditors and shareholders.  Accordingly, the relevant notices and circulars containing details of the schemes shall be sent out in due course.  Barring unforeseen circumstances, the exercise is expected to be completed by end 2001.

We have been advised by our solicitors on 16 August 2001 that the sealed copy of the restraining order dated 11 June 2001 have been obtained from the courts.  The order, being the fourth extension, is for a period of 6 months up to 1 September 2001.  The previous extension was also for a period of 6 months from 2 September 2000 to 1 March 2001.  In view of its impending expiry and the need to obtain the approvals of the scheme creditors and shareholders, the Company and its affected subsidiary intend to apply for a further extension up to completion date. 

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 30 June 2001 are set out below:-


RM’000

Bank Overdrafts
9,878

Revolving Credits and Others
10,129

Term Loans (principal portion)
 375,362


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

Total
395,369


=======

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 liability as at the latest practicable date prior to this announcement is only in respect of the vessel taken back by BSNC Leasing (M) Sdn Bhd.  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 a settlement scheme.  Details of the settlement scheme are contained in the announcement dated 28 May 2001 on the revised scenario to the schemes.

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 BSNC Leasing (M) Sdn Bhd 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. BSNC Leasing (M) Sdn Bhd has filed a counter claim on the same an amount of RM14.8 million.  BSNC Leasing (M) Sdn Bhd 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 schemes 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
54,040
16,207
309,664


Property investment
1,341
2,494
47,049



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



55,381
18,701
356,664



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

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

17. There losses are largely attributable to the high interest charges, and high depreciation and amortisation charges.  The losses are also due to the scheduled repair and maintenance expenses during this period in line with the scheduled mandatory docking required by the classification societies and other shipping regulatory authorities.

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.

19. Barring unforeseen circumstances, the Directors are of the view that the performance of the Group’s operations shall remain stable amid the weakening economic conditions regionally and globally.  Nonetheless, apart from the scheduled downtime for repairs and maintenance, the vessels are substantially employed during the period.  The rates for the containerships are generally soft during this period but are compensated to some extent by the higher spot rates achieved by the product tanker division. 

The future financial performance of the Group will also be affected by the completion of the corporate restructuring exercise pursuant to the schemes of arrangement under Section 176 of the Act.  Following the approval of the Securities Commission on31 July 2001, this exercise is expected to be completed by end 2001.

20. Not applicable.

21. No decision regarding dividend has been made.
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