GLOBAL CARRIERS BERHAD

FINANCIAL REPORTING STATEMENT FOR

THE FIRST QUARTER ENDED 31 MARCH 2002

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 is no profit/loss on the sale of unquoted investments and/or properties for the current financial year to-date.

6. There is no purchase/disposal of quoted securities by the company or any of its subsidiary companies.

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

8. As announced on 30 May 2002 by the Company, all except two schemes of arrangement had obtained the approvals of their respective creditors during the creditors’ meetings held on 18 April 2002.  One of the adjourned meeting involving Global Carriers Property Sdn Bhd and its sole secured creditor, Danaharta Managers Sdn Bhd, was subsequently held, and the relevant scheme approved (with certain variations) on 28 May 2002.  Details of the variations have been set out in the announcement made on even date and on 30 May 2002.
Meanwhile, the last of the adjourned meetings involving Marina Shipping (M) Sdn Bhd and its secured creditors has been scheduled for 3 June 2002 at the registered office of the Company.  The Board is confident that the scheme creditors will approve the relevant scheme.  Upon conclusion of this meeting, the Company and its subsidiary companies would have completed the convening of all its creditors' meetings.

The above schemes of arrangement had been approved by the Securities Commission on 31 July 2001 and the shareholders on 31 December 2001.  The Company shall advise the relevant authorities on any variations (imposed by the scheme creditors) made to the original approved schemes.
Meanwhile, the restraining order shall expire on 2 June 2002.  The Board has decided, barring unforeseen circumstances, not to extend the order in view of the favourable response from all its scheme creditors to participate in the Proposed Revised Schemes.
9. 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.

10. The Group borrowings as at 31 March 2002 are set out below:-


RM’000


Bank Overdrafts
10,437


Revolving Credits and Others
10,200


Term Loans (principal portion)
375,612


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


Total
396,249


=======

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 becoming due and payable.  Presently, the Group has obtained the approvals from the affected financial institutions to restructure the above borrowings.

11. The Group’s contingent liabilities as at the latest practicable date prior to this announcement are as follows:-

· BSNC Leasing (M) Sdn Bhd has taken possession of a subsidiary’s vessel and has also filed a legal claim to recover the outstanding amount.  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, which has been agreed by BSNC Leasing (M) Sdn Bhd during the court-convened creditors’ meeting held on 18 April 2002.

· Two subsidiary companies are parties to an arbitration proceedings wherein the claimant seeks damages estimated to be in the amount exceeding US$2.2 million, of which a significant portion of the claims are for damages arising from a contractual relationship between the claimant and certain third parties.  Based on the advice of the solicitors, the directors are of the opinion that the crystallization is remote.  The 2 subsidiaries have counter claims against the claimant, which would, if established, will significantly reduce the claimant’s claims in any event.  Arising from this, another subsidiary had deposited a security deposit of US$1.128 million for the purpose of securing the release of a vessel which was arrested by the claimant to secure the claimant’s claims.

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

13. 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.
· Two subsidiary companies are parties to an arbitration proceedings wherein the claimant seeks damages estimated to be in the amount exceeding US$2.2 million, of which a significant portion of the claims are for damages arising from a contractual relationship between the claimant and certain third parties.  Based on the advice of the solicitors, the directors are of the opinion that the crystallization is remote.  The 2 subsidiaries have counter claims against the claimant, which would, if established, will significantly reduce the claimant’s claims in any event.  Arising from this, another subsidiary had deposited a security deposit of US$1.128 million for the purpose of securing the release of a vessel which was arrested by the claimant to secure the claimant’s claims.

14. 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
18,989
13,129
275,602


Property investment
482
662
51,730



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



19,471
13,791
327,332



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

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

15. The losses are largely attributable to the high interest charges, and high depreciation and amortisation charges, all of which are non-cash items.  The losses are also due to overcapacity in the global market leading to falling freight rates in the months post-September 11, 2001.  Further, the losses are also due to the scheduled dry-docking expenses during this period in line with the scheduled mandatory docking required by classification societies and other shipping regulatory authorities.

16. 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.

17. The Directors are of the view that the performance of the Group’s operations will be affected by the slowdown in the global economy following the “September 11” event.  Some of the Group’s vessels particularly the product tankers division will not be adversely affected by the global slowdown as some of the charters will only be expiring in 2003.  However, most of the time charters for the containership division has either expired in the quarter under review, or will be expiring during the coming quarter.  The renewal of the charters will certainly be lower than the rates contracted pre-September 11, 2001.  Due to the overcapacity in the global market, most of the containerships are on spot charters.  The management is making every effort to ensure full utilization of vessels amid the weak market sentiment.  The freight rates in the coming months are still expected to be soft.
18. As mentioned in the earlier reports, the future financial performance of the Group is expected to improve with the completion of the corporate restructuring exercise pursuant to the schemes of arrangement under Section 176 of the Act.  This exercise is expected to be completed in the 2nd quarter of this year. 

19. The operations of the GCB Group are generally not affected by seasonality or cyclicality of operations.

20. As mentioned in Note 17, after the completion of the Proposed Revised Schemes, the GCB Group shall continue to focus on expanding its core business of providing shipping freight services.  Having been in the tanker, dry bulk and containership business since its inception, the management of GCB is of the view that the strength of the Group lies more particularly in the tanker division and hence, shall be its focus in the future years.

21. Not applicable.

22. No decision regarding dividend has been made.
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