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QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 JUNE 2000





NOTES





Note 1 – Accounting Policies





The accounting policies adopted in the quarterly financial statements are in accordance with the accounting policies as stated in the annual financial statements of the Group for the year ended 31 December 1999. 





Note 2 – Exceptional Items





There were no exceptional items for the current period under review.





Note 3 – Extraordinary Items





There were no extraordinary items for the current period under review. 





Note 4 – Taxation





There were no deferred taxation and adjustment for under or over-provision in respect of prior years.





Note 5 – Pre-acquisition Profits or Losses





There were no pre-acquisition profits or losses for the half- year ended 30 June 2000.





Note 6 – Profits on Sale of Investments and/or Properties





There were no sales of investments or properties for the half- year ended 30 June 2000.





Note 7 – Purchase or Disposal of Quoted Securities





There were no purchases or disposals of quoted securities for the half- year ended 30 June 2000.





Note 8 –Effects of Changes in Composition of Company/Group





As referred to in Note 9 below, the Company completed the acquisitions of the entire equity interests in Sungai Harmoni Sdn Bhd (“SHSB”) and Taliworks (Langkawi) Sdn Bhd (“TLSB”)  on 31 July 2000 through the issue of 79,500,000 new ordinary shares of RM1.00 each in the Company at an issue price of RM2.00 per new ordinary share to satisfy the total purchase consideration of RM159,000,000. 





The business combinations of SHSB and TLSB meet the criteria for accounting under the principles of merger accounting as stated in Malaysian Accounting Standards No.2, Accounting for Acquisitions and Mergers. 





As the effective date of merger of SHSB and TLSB is 31 July 2000, the merger accounting of these two companies has not been incorporated in the consolidated financial statements in this  Report for the quarter ended 30 June 2000. Had the consolidated financial statements been presented as if the merger had been effected throughout the current and previous financial periods, the incremental effects on the consolidated financial statements are as disclosed below.





(1)   The turnover and profits of SHSB and TLSB prior to the effective date of merger that would have been included in the Consolidated Income Statement of this report are as follows:





				     Individual Quarter		     Cumulative Quarter


				Current     Preceding Year	Current	     Preceding Year 


				  Year	     Corresponding	   Year	      Corresponding


				Quarter	          Quarter		Quarter	           Quarter


				30.6.00.          30.6.99.		30.6.00.	30.6.99.		 


RM’000          RM’000		RM’000	RM’000





Turnover of SHSB and TLSB	22,919		N/A		45,168		39,077		       				======	=====		=====		=====





Profit before taxation,


minority interest, and


extraordinary items of 								


SHSB and TLSB		9,405		N/A         	18,824		17,738


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





Profit after taxation of


SHSB and TLSB 


attributable to members


of the Company			6,756		N/A		13,537		17,738


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





(2)   The aggregate book value of the net tangible assets of SHSB and TLSB that would have been included in the Consolidated Balance Sheet of this report are as follows:





								As at		As at


							           End of	          Preceding


							           Current	          Financial


							           Quarter	          Year End


           30.6.00.	          31.12.99.


							           RM’000	           RM’000





Net tangible assets of SHSB and TLSB				88,166		74,629


								=====		=====
































Note 9 – Corporate Proposals





The following corporate proposals announced were completed on 31 July 2000 :


(i)	Acquisition of Sungai Harmoni Sdn Bhd (“SHSB”)


Acquisition of the entire equity interest in SHSB comprising 5,000,000 ordinary shares of RM1.00 each for a purchase consideration of RM94,000,000 to be satisfied by the issuance of 47,000,000 new ordinary shares of RM1.00 each in the Company at an issue price of RM2.00 per new ordinary share credited as fully paid-up.





(ii)	Acquisition of Taliworks (Langkawi) Sdn Bhd (“TLSB”)


	Acquisition of the entire equity interest in TLSB comprising 3,000,000 ordinary shares of RM1.00 each for a purchase consideration of RM65,000,000 to be satisfied by an issuance of 32,500,000 new ordinary shares of RM1.00 each in the Company at an issue price of RM2.00 per new ordinary share credited as fully paid-up.





(iii)	Acquisition of C.G.E. Utilities (M) Sdn Bhd (“CGEU”)


Acquisition of 45,000 ordinary shares of RM1.00 each in CGEU representing 45% of the equity interest for a purchase consideration of RM36,000,000 to be satisfied by an issuance of 18,000,000 new ordinary shares of RM2.00 each at the issue price of approximately RM2.00 per new ordinary share credited as fully paid-up.





(The above mentioned are collectively referred to as “Acquisitions”)





As at the date of this announcement, the following corporate proposals have not been completed:


(i)	The transfer of the enlarged issued and paid-up share capital of the Company after the Acquisitions from the Second Board to the Main Board of the KLSE.





(ii)	The proposed internal restructuring of the Company, wherein the Company will transfer its original carpet business (ie. assets and liabilities) to a new wholly-owned subsidiary.





SHSB is the plant operator for the operation and maintenance of the Sungai Selangor Water Supply Scheme Phase 1 Project at Bukit Badong and other associated facilities, which supply treated water to the Klang Valley, Shah Alam and Klang. TLSB operates and maintains the entire water supply facilities on Langkawi Island, and the Sungai Baru water treatment plant. CGEU is a sub-contractor which operates and maintains twenty seven (27) water treatment plants in Selangor Darul Ehsan and the Federal Territory of Malaysia.





With the completion of the above-mentioned Acquisitions, the principal activities of the Group had changed from the design, manufacture, distribution and laying of carpets and rugs (“carpets business”) to the management, operation and maintenance of water treatment plants and the supply of treated water (“water business”). 





Note 10 – Seasonal or Cyclical Factors





There were no significant seasonal or cyclical factors affecting operations.














Note 11 – Issuance or Repayment of 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.





Note 12 – Group Borrowings and Debt Securities





Group borrowings and debt securities as the end of the reporting period :-





RM’000


Short term - secured					   6,160   


     - unsecured					      540   										-----------		


							  6,700


							-----------


Long term - secured					          -


    - unsecured				                 2,408


							-----------


							    2,408


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


Note 13 – Contingent Liabilities





There were no contingent liabilities as at the date of this report.





Note 14 – Financial Instruments





There were no contracts on financial instruments with off balance sheet risk as at the date of this report.





Note 15 – Material Litigation





There were no pending material litigation against the company or its subsidiaries as at the date of this report.





Note 16 – Segmental Reporting





Information on segmental reporting is not applicable as the Group’s principal activities for the current reporting period consist of the manufacturing and distribution of carpets and rugs in Malaysia.


						


Note 17 – Comparison with Preceding Quarter’s Results





Group loss after taxation reported for the second quarter ended 30 June 2000 was RM1.14 million as compared with the group loss after taxation of RM0.67 million reported in the preceding quarter ended 31 March 2000. The increase in loss in the second quarter ended 30 June 2000 was due mainly to the decrease in turnover.





Note 18 – Review of performance





Group turnover of the carpets business for the second quarter ended 30 June 2000 was RM4.25 million while the Group loss after taxation amounted to RM1.14 million.





Group turnover of the carpets business for the half-year ended 30 June 2000 was RM9.39 million against RM12.12 million for the corresponding period in 1999, a decrease of 2.7%. Group loss after taxation was RM1.81 million as compared with RM2.13 million previously. 





There has not arisen in the interval between the end of the second quarter and the date of this announcement, any item, transaction or event of a material and unusual nature likely in the opinion of the Directors to affect substantially the results of the operations of the Company and of the Group for the period ended 30 June 2000 in respect of which this announcement is made.





Note 19 – Current year prospects





Barring unforeseen circumstances, the Group’s performance in the current year is expected to improve with the acquisition of the companies in the water business and the expected reduction of losses in the carpets business through implementation of costs control measures. 





Note 20 – Variance from Profit Forecast





Not applicable





Note 21 – Dividend





No interim dividend has been declared.














By Order of the Board


Ng Yim Kong


Company Secretary
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