GLOBAL CARRIERS BERHAD

FINANCIAL REPORTING STATEMENT FOR

THE FOURTH AND FINAL QUARTER ENDED 31 DECEMBER 2003

NOTES TO THE FINANCIAL STATEMENTS

(A) 
Notes Required Under MASB 26 (Paragraph 16)

(a) Basis of Preparation
The same policies and methods are followed by Global Carriers Berhad (“GCB” or the “Company”) in this quarterly financial statement as compared with the annual financial statement for the year ended 31 December 2002, save and except for its policy of now recognizing impairment losses on its assets in compliance with MASB 23.  

Property, plant and equipment will be reviewed at each balance sheet date to determine whether there is any indication of impairment.  An impairment loss will be recognized whenever the carrying amount in the books of an item of property, plant and equipment exceeds its recoverable amount.  
This quarterly financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange.  

This quarterly financial report must be read in conjunction with the 2002 Annual Report.

(b) Qualification in Auditor’s Report
The qualifications stated in the Auditors’ Report of the 2002 annual audited accounts arose from the inherent uncertainties facing the Global Carriers Berhad group of companies in the light of the group’s restructuring exercise pursuant to Section 176 of the Companies Act, 1965. 

The Proposed Composite Schemes, the Proposed BSNCL Settlement Scheme and the Proposed Non-Financial Creditors Settlement Scheme (hereinafter referred to as the “Restructuring Schemes”) involving the Company and its subsidiary companies, and their scheme creditors, have been completed.

Pursuant to the Restructuring Schemes, a total of 210,265,947 new ordinary shares were issued to the scheme creditors on 7 April 2003.  The shares were listed on 30 April 2003, and were subsequently re-quoted on 16 June 2003.  Further, a total of 200,790,934 Redeemable Convertible Cumulative Preference Shares (“RCCPS”) and 160,257,699 Redeemable Unsecured Loan Stocks (“RULS”) were also issued to the scheme creditors on 29 April 2003 and 23 May 2003 respectively.

(c) Seasonality or Cyclicality of Operations
The operations of the GCB Group are generally not affected by seasonality or cyclicality of operations.

(d) Unusual Items
The few items which are unusual because of their nature, size, or incidence during the quarter under review are namely, the recognition of loss arising from the disposal of containerships and the consequent writing-off of brought-forward deferred expenditures relating to the disposed containerships.  Details of these are set out in the consolidated income statement.
Apart from the above, there are no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence.

(e) Changes in Estimates
There are no changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years, which may have a material effect in the current interim period.

(f) Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
There are no cancellations, repurchases, resale and repayments of debt and equity securities during the quarter ended 31 December 2003.
(g) Dividend Payment
No dividend has been paid during the current period or year.  However, provisions have been made in this quarter on a pro-rated basis for the 4% RCCPS dividends, which are payable annually in arrears.  The RCCPS were issued on 29 April 2003.
(h) Segmental Reporting
Segmental reporting by industries of the Group for the current financial period to-date is set out below:-

	
	Turnover

RM’000
	Pre-tax Profit/

(Loss) Before Adjustment

RM’000
	Net
Adjustments(See Note *)
RM’000
	Pre-tax Profit/

(Loss) After Adjustment

RM’000
	Total Assets

RM’000

	Shipping
	88,753
	4,020
	39,972
	43,992
	228,828

	Property Investment
	1,188
	(4,912)
	(2,305)
	(7,217)
	30,957

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

	Total


	89,941
========
	(892)

=========
	37,667
==========
	36,775
=========
	259,785
=======


Note * :

Net adjustments comprise the following:-

· interest write-back of RM180.1 million pursuant to the completed Restructuring Schemes;

· loss of RM30.2 million pursuant to the settlement of a legal suit under the Proposed BSNCL Settlement Scheme;

· loss of RM64.1 million arising from the disposal of the 4 containerships (Note : During this 4th quarter, RM40.3 million was reclassified from impairment losses due to the sale and delivery of 2 containerships in this quarter.);

· provision of RM7.6 million for impairment losses on vessels which classified under property, plant and equipment;

· provision of RM19.8 million for the impairment loss on investment property, Plaza Pekeliling;

· provision for doubtful debts of RM9.3 million;

· deferred expenditure of RM8.7 million written-off pursuant to the disposal of containerships; and
· ship inventories of RM2.7 million written-off pursuant to the disposal of the 4 containerships.
Segment reporting is not disclosed by geographical regions as the Group’s activities are pre-dominantly conducted from and/or in Malaysia.

(i) Valuations of Property, Plant & Equipment
The carrying amounts of property, plant and equipment have been reviewed since the 3rd quarter for impairment losses on all vessels (classified under property, plant and equipment) and an investment property.  Details of the provisions are set out in both the consolidated income statements and Notes (A)(h) above.
In compliance with MASB 23, the Group’s policy now is that property, plant and equipment will be reviewed at each balance sheet date to determine whether there is any indication of impairment.  An impairment loss will be recognized whenever the carrying amount in the books of an item of property, plant and equipment exceeds its recoverable amount.
(j) Material Events Subsequent to End of Interim Period
There are no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period.

(k) Changes in the Composition of Enterprise
During the interim period, there are no changes in the composition of the enterprise including business combination, acquisition or disposal of subsidiaries and long term investments, restructurings and discontinuing operations.

(l) Changes in Contingent Liabilities
There are no changes in the Group’s contingent liabilities since the last annual balance sheet date except for the resolution and the consequent reduction in the contingent liability involving BSNC Leasing (M) Sdn Bhd. The contingent liability arose from the repossession of a subsidiary’s ship and the ensuing legal suit under the industrial hire purchase arrangement by BSNC Leasing (M) Sdn Bhd. The case has now been resolved with the recent completion of the Restructuring Schemes.
(B)
Notes Required Under the KLSE Listing Requirements 

(Revised Part A of Appendix 9B)

1. Material Factors Subsequent to End of Quarter
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.

2. Material Changes for the Current and Preceding Quarter
The Group’s recorded a loss before taxation of RM2.5 million on a slightly lower turnover of RM20.2 million in the current quarter, as compared to a loss of RM111.1 million on a turnover of RM24.6 million in the previous quarter.  
The material difference is largely attributable to the significant provisions made during the previous quarter on impairment losses on assets in line with MASB 23.  Arising from the disposal of 4 containerships, the Group also recognised disposal losses, including any related deferred expenditures and inventories on-board these vessels.  Details of these have been set out in Note (A)(h) above.
3. Prospects 
Presently, the Group has 6 tankers and 2 containerships, all of which are fully utilized on various time and continuous voyage charters.  With the support of the local oil majors coupled with the recent improvement in the shipping market, the Directors are of the view that, barring unforeseen circumstances, the performance of the Group’s shipping operations in both the tanker and containership divisions up to the end of the financial year ending 31 December 2004 will continue to remain stable.
4. Provision of Profit Forecast or Profit Guarantee in Public Document
The Company did not provide a profit forecast or profit guarantee in a public document.

5. Provision for Tax Liabilities
During the period under review, the Group made a tax provision of RM110,528 for interest income on fixed deposits.
6. Profit/Loss on Sale of Unquoted Investments and/or Properties
There is no profit/loss on the sale of unquoted investments and/or properties for the current financial year to-date.

7. Purchase/Disposal of Quoted Securities
There is no purchase/disposal of quoted securities by the company or any of its subsidiary companies.

8. Status of Corporate Proposals
As stated in Note (A)(b) above, the Restructuring Schemes have been completed.  Further to our announcement made on 29 August 2003 in relation to the disposal of the 4 containerships, the Group has delivered to the purchasers all the vessels on 4 September 2003, 25 September 2003, 1 October 2003 and 11 October 2003 respectively.
9. Group Borrowings
The Group borrowings, all of which is in Ringgit-denominated, as at the end of this period are set out below:-

RM’000



Secured




Term Loan (principal portion)

35,000



Unsecured


RULS
160,258




-----------


195,258




======

The term loan facility is short term and secured by a legal charge over the building, Plaza Pekeliling, owned by the Group.  The tenure of the RULS is 5 years from and including the date of issue on 23 May 2003.
10. Financial Instruments with Off Balance Sheet Risks
There are no financial instruments with off balance sheet risks.

11. Changes in the Material Litigation
There are no changes in the material litigation of the Group since the last annual balance sheet date except for the settlement of a legal suit under the industrial hire purchase arrangement by a financial institution.  The legal suit has been withdrawn with the completion of the Restructuring Schemes.
The only other material litigation pending involves the arbitration proceedings where the claimant seeks damages estimated at US$2.21 million arising from contractual relations between the claimant and certain third parties.  Upon the advice of the Company’s solicitors, the directors are of the opinion that these claims are disputed as being remote.  The Group has counter claims against the claimant which, if established, would significantly reduce the claimant’s claims.

12. Dividend
The Board did not recommend any dividend for the quarter under review.  However, provisions have been made in this quarter on a pro-rated basis for the 4% RCCPS dividends, which are payable annually in arrears.  The RCCPS were issued on 29 April 2003.
13. Earnings/Loss per Share
The earning per ordinary share of the Group as at the end of this period calculated as follows:-


Profit after tax (RM’000)

36,584

Profit after tax and RCCPS dividends (RM’000)

31,398

Share capital (no. of ordinary shares in issue)

236,579,751

Earnings per ordinary share 
- Basic (sen)

13.27

- Diluted (sen)

8.49
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