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THE FIGURES HAVE NOT BEEN AUDITED



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 except for the consolidation of the subsidiaries, Sungai Harmoni Sdn Bhd (SHSB) and Taliworks (Langkawi) Sdn Bhd (TLSB), in accordance with the principles of merger accounting. Under the merger method of accounting, the results of these subsidiaries are presented as if the companies had been combined throughout the current and previous financial years.



Note 2 – Exceptional Items



There were no exceptional items for the current quarter and financial year-to-date.



Note 3 – Extraordinary Items



There were no extraordinary items for the current quarter and financial year-to-date. 



Note 4 – Taxation



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



The effective tax rate of the Group was higher than the statutory tax rate due to the non-availability of group relief for losses suffered by certain companies in the Group. 



Note 5 – Pre-acquisition Profits or Losses



There were no pre-acquisition profits or losses for the quarter ended 31 December 2000.



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



There were no sales of investments or properties for the current quarter and financial year-to-date.



Note 7 – Purchase or Disposal of Quoted Securities



There were no purchases or disposals of quoted securities for the current quarter and financial year-to-date.



�

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



The Company completed the acquisitions of the entire equity interests in SHSB and 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.

 

As referred to in Note 1 above, the financial statements of SHSB and TLSB have been consolidated in accordance with the principles of merger accounting. The consolidated financial statements for current periods are presented as if the merger had been effected on 1 January 2000. The comparative consolidated income statements for preceding year corresponding periods combine the results of SHSB, TLSB and the Group for these periods. The comparative consolidated balance sheet as at 31 December 1999 combines the balance sheets of SHSB, TLSB and the Group as at 31 December 1999.



In addition, the consolidated balance sheet as at 31 December 1999 has been presented as if the shares issued to effect the merger had been in issue as at that date.



As referred to in Note 11(iii) below, the Company had on 31 July 2000 acquired 45% of the equity interest in C.G.E. Utilities (M) Sdn Bhd through the issue of new ordinary shares. The Group’s share of the results of this associated company had been accounted for with effect from 31 July 2000.



Note 9 – Corporate Proposals



Internal Restructuring of the Company



As at the date of this announcement, the proposed internal restructuring of the Company, wherein the Company will transfer its original carpet business to a new wholly owned subsidiary, has not been completed.



The internal restructuring will take the form of a transfer of assets, liabilities, rights and employees in relation to the carpets business of the Company to a wholly owned subsidiary, Carpets International Malaysia Manufacturing Sdn Bhd (CIMMSB)(previously known as Handal Permai Sdn Bhd)



To implement the above, the Company and CIMMSB has entered into a Sale and Purchase of Assets Agreement for a consideration of RM2,473,000. The consideration shall be adjusted to take into account any subsequent increase or decrease in the value of the acquired assets and/or assumed liabilities as at the completion date, which is expected to be 1 April 2001. The consideration will be satisfied via inter-company balances in amounts due to the Company.



The issued and paid-up capital of CIMMSB will be increased from RM2 to RM2,500,000 on the completion date.



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 except for the following issues of new ordinary shares in the Company on 31 July 2000:

(i)     Issue of 47,000,000 new ordinary shares of RM1.00 each at an issue price of RM2.00 per new ordinary share credited as fully paid-up for the acquisition of the entire equity interest in SHSB.



(ii)     Issue of 32,500,000 new ordinary shares of RM1.00 each at an issue price of RM2.00 per new ordinary share credited as fully paid-up for the acquisition of the entire equity interest in TLSB.



(iii)     Issue of 18,000,000 new ordinary shares of RM1.00 each at an issue price of RM2.00 per new ordinary share credited as fully paid-up for the acquisition of 45% of the equity interest in C.G.E. Utilities (M) Sdn Bhd (CGEU).



Note 12 – Group Borrowings and Debt Securities



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





Short term - secured

- unsecured



�RM’000

  5,482

     501

----------

   5,983

----------

��Long term - secured

                  - unsecured�   1,793

      -

----------

   1,793

----------

��

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



�Individual�Quarter�Cumulative�Quarter��By Activities�31.12.2000�31.12.1999�31.12.2000�31.12.1999��Water business



Turnover

Profit before taxation

Total assets�RM’000



        25,395

          8,094

      138,581

�  RM’000



  23,634

   9,163

  82,889�RM’000



     98,570

     37,451

   138,581

�  RM’000



  85,279

  34,948

  82,889

��Carpets business



Turnover

Loss before taxation

Total assets

�



         4,071

        (1,315)

        25,413�



   6,745

  (1,665)

  24,028�



    18,039

    (4,377)

    25,413�



  26,308

  (7,525)

  24,028

��Consolidated



Turnover

Profit before taxation

Total assets�



       29,466

         6,779

      163,994�



 30,379

  7,498

106,917�



   116,609

     33,074

   163,994�



 111,587

  27,423

106,917

��						



An analysis by geographical location has not been presented as the Group’s activities are primarily in Malaysia.



Note 17 – Comparison with Preceding Quarter’s Results



Group profit before taxation reported for the current quarter was RM6.8 million as compared with the group profit before taxation of RM9.2 million reported in the preceding quarter ended 30 September 2000. The decrease in profit in the current quarter was due to the increase in operating costs in line with the increase in production of treated water and higher turbidity of raw water, and year-end accrual of staff costs.



Note 18 – Review of performance



Group profit before taxation for the fourth quarter ended 31 December 2000 was RM6.8 million as compared with RM7.5 million for the preceding year corresponding quarter. The higher pre-tax profit in the previous quarter was due to the recognition of arrears in water revenue claims approved by the water authority in that quarter. Group profit after taxation for the current quarter was RM4.5 million compared with RM7.5 million for the previous quarter in which there was a waiver of income tax. 



Group profit before taxation for the current financial year was RM33.1 million against RM27.4 million for the previous financial year, an increase which was derived mainly from the water business and the decrease in losses for the carpets business. Group profit after taxation was RM22.5 million as compared with RM26.7 million previously, a decrease which was mainly attributed to the waiver of income tax in the previous financial year.



The increase in pre-tax profits of the companies in the water business for the current financial year was achieved on the back of increase in operating revenue and the maiden contribution from the associated company. The decrease in losses of the companies in the carpets business was attributed to better margins on sales and decrease in operating costs.



There has not arisen in the interval between the end of the fourth 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 31 December 2000 in respect of which this announcement is made.



Note 19 – Current year prospects



There is likely to be some negative impact on the volume off-take of treated water from Sungai Harmoni Sdn Bhd (SHSB) with additional water supply capacity coming on-stream into the water distribution system in the State of Selangor in the second half of 2001. However, a strong contribution from the water operations of Taliworks (Langkawi) Sdn Bhd and the associated company, C.G.E. Utilities(M) Sdn Bhd, will help to mitigate the anticipated weaker performance from SHSB.



The Board of Directors believe that the weaker contribution from SHSB to be only temporary. In 2002, stronger earnings growth at the group level is expected with the increase in contractual bulk sales rates and continued overall water demand growth.



In relation to the carpets business, management is implementing action plans to reduce the operating losses through costs reduction and broadening of the products and markets base.



Note 20 – Variance from Profit Forecast



The Group has recorded a profit after taxation of RM22,466,000 as compared to the forecasted profit after taxation of RM23,976,000 in the Circular to Shareholders dated 21 January 2000. The variance from the profit forecast is 6.3% due mainly to delay in completion of the acquisition of the associated company from 31 January 2000 to 31 July 2000; resulting in only five months actual profit being recognised for the associated company as compared with eleven months in the profit forecast.



Note 21 – Dividend



A first and final dividend of 7 sen less tax at 28% per share (1999 : Nil) has been declared. 





By Order of the Board







Ng Yim Kong

Company Secretary

28 February 2001


