KIARA EMAS ASIA INDUSTRIES BERHAD

UNAUDITED 2ND QUARTER REPORT ON CONSOLIDATED RESULTS

FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2001


Page 5

NOTES

1.
Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual financial statements. These statements have been prepared on a going concern basis, the appropriateness of which is dependent on the outcome of a Proposed Restructuring Scheme inter alia announced on 18 October 2001.  Accordingly, the financial statements do not include any adjustment that might be necessary should the Group  and the Company, be unable to continue as a going concern.



2.
Exceptional Items
There was no exceptional item for the reporting period. 



3.
Extraordinary Items
There was no extraordinary item for the reporting period.



4.
Taxation




There is no taxation for the reporting period as all companies within the Group are in a tax loss position.



5.
Pre-acquisition Profit
There is no pre-acquisition profit for the current financial year to-date.



6.
Sale of Investments and/or Properties
There is no sale of investment and/or properties for the current financial year to-date.



7.
Quoted Securities
There is no purchase or disposal of quoted securities for the current financial year to-date. There is no investment in quoted securities as at end of the reporting period.
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8.
Group Structure
There was no change in the composition of the Group for the current financial year to-date.



9.
Status of Corporate Proposals

On 18 October 2001, Arab-Malaysian Merchant Bank Berhad, as adviser to the Company, announced the execution of a Memorandum of Understanding for a Proposed Scheme to regularise the financial condition of the Company and Group.  A financial due diligence audit on the Group is being carried out by a firm of public accountants.  Negotiations are on-going with all parties to the Proposed Scheme.



10.
Seasonality or Cyclicality of Operations

The principal business operations of the Group are not significantly affected by seasonal or cyclical factors.



11.
Debt and Equity Securities
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to-date



12.
Group Borrowings






RM’000


(a)
Secured borrowings
3,491



Unsecured borrowings
50,751




54,242


(b)
Short term




-
bank overdraft and trade facilities
53,457



-
hire purchase creditors *
785




54,242



Long term




-
hire purchase creditors
-









Total borrowings
54,242
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(c)
No borrowings nor debt securities are denominated in foreign currency as at the end of the reporting period.




*
The short term portion of hire purchase creditors were included under other creditors.





(d)
As previously disclosed, the Company and its subsidiaries have defaulted in the payment of the principal and interest of the short-term borrowings.  Legal demand letters have been received from solicitors acting on behalf of the financial institutions.



13.
Contingent Liabilities




(i)
As previously disclosed, the Company has made provision of approximately RM40.42 million for crystallization of corporate guarantees given in respect of short-term borrowings utilized by the subsidiaries.




(ii)
As at the latest practicable date, corporate guarantees given in respect of short-term borrowings granted to the subsidiaries amounted to RM59.5 million and the total borrowings utilised by the subsidiaries amounted to approximately  RM50 million.




(iii)
As disclosed in note 15 hereinafter, the Company and its subsidiaries are defendants in various legal actions. The possible contingent losses arising from these legal proceedings have been adequately accounted for in the financial statements of the Group.



14.
Financial instruments
There is no financial instrument with off-balance sheet risk.



15.
Material Litigation


Save as disclosed below, the Group is not engaged in any material litigation, either as plaintiff or defendant, and the Directors, to the best of their knowledge and belief, do not know of any proceedings pending or threatened against the Company or its subsidiaries or of any fact likely to give rise to any proceedings which may materially affect the position and/or business of the Company and/or its subsidiaries:-
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(i)
As previously reported, two winding-up petitions were served on two subsidiaries namely, Hup Lee Coachbuilders Holdings Sdn Bhd and Hup Lee Coachbuilders Sdn Bhd on 29 September 2000. These petitions are fixed for mention on 17 January 2002.




(ii)
As previously reported, the Inland Revenue Board (“IRB”) has served a notice of civil proceedings dated 9 March 2001 against Hup Lee Coachbuilders Sdn Bhd for the recovery of income tax amounting to RM5,663,691.29 as a debt due to the Government. Prior to the aforesaid notice, the IRB had served similar notices, all dated 25 November 2000, to the following subsidiaries:-






RM



Hup Lee Coachbuilders Holdings Sdn Bhd

632,851.17



Hup Lee Repairs Sdn Bhd
257,511.87



Hup Lee Ticketing Sdn Bhd
376,452.12




1,266,815.16






The total outstanding tax liability is RM6,930,506.45 (inclusive of penalties). The subsidiaries are unable to settle the outstanding liability immediately and will negotiate with the IRB on proposals for deferred settlement.



16.
Segmental Reporting
The Group has not prepared segmental information since the Group’s activities are predominantly in the sector of manufacturing, fabrication and assembly of body parts and accessories of buses and trucks, all of which are located in Malaysia.



17.
Quarterly Analysis


Operating results of the Group remained unfavourable with losses before tax of RM1.535 million for the reporting quarter compared to RM1.785 in the preceding quarter.  The steep decline in revenue was slightly off-set by cost-cutting measures. 



18.
Review of Performance

Operating performance of the Group continued to worsen due to difficult trading conditions and lack of working capital.  This trend is expected  to continue for the foreseeable future.


Page 9




19.
Current Year Prospects
Overall, the prospects for the current financial year are extremely bad. The existing businesses of the Group will continue to be severely hampered by weak market conditions and lack of working capital funds due to very low collection of trade receivables and cancellation of banking facilities. The viability of the existing businesses will be reviewed and all options will also be considered.

The Group is not expected to be able to generate sufficient cash flows from its existing operations to satisfy its liquidity requirements.



20.
Dividend

No dividend has been declared by the Board.






By Order of the Board.

SUJATA MENON A/P K.R.D.S. CHANDRAN (LS 02004)

Company Secretary

30 November 2001




























