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Notes
1.
The accounting policies and methods of computation applied in the preparation of the quarterly financial statements are consistent with those of the recent annual financial statements for the year ended 30th June 2001.

2. There are no exceptional items incurred for the current quarter and financial year-to-date.

3. There are no extraordinary items incurred for the current quarter and financial year-to-date.

4. There is a tax charge of RM20,000 being corporation tax borne by subsidiary company, AKI Labuan Ltd.

5.
There is no sale of unquoted investment or property for the current quarter and financial year-to-date.

6.
There are no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

7.
There are no changes in the composition of the Group for the current quarter and the financial year-to-date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

8.    (a)   Corporate Development 

On 17 September 2001, Danaharta approved the workout proposal in respect of the Company’s Corporate and Debt Restructuring (“Proposed Corporate and Debt Restructuring Scheme”) developed by the Special Administrators.  
On 19 October 2001, the Company submitted the Proposed Corporate and Debt Restructuring Scheme to the Foreign Investment Committee, Ministry of International Trade and Industry and the Securities Commission for approval.

The Foreign Investment Committee (“FIC”) had vide its letter dated 21 January 2002 stated that the FIC has no objection for AKI to undertake the proposals. The Ministry of International Trade and Industry (“MITI”) had vide its letter dated 20 February 2002 stated that MITI has no objection for AKI to undertake the proposals subject to the following conditions:

(i) the approval of the Securities Commission (“SC”) being obtained;
(ii) the approval of the FIC being obtained;
(iii) the SBI involving the issue of up to 25,000,000 new GHB Shares are treated as SBI Shares of which the allocation of the same will be determined separately by MITI after the SC’s approval on the proposals has been obtained; and
(iv) GHB is required to inform the MITI on the actual equity structure upon the implementation of the proposals. 
The approval from the Securities Commission for the proposals is still pending.


(b) Utilisation of Proceeds Raised from any Corporate Proposal 

Not applicable.

9.
There are no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale treasury shares for the current financial year-to-date.

10.
Group borrowings and debt securities (all in Ringgit Malaysia) at the end of reporting period:-

1.
Short Term Borrowings (Unsecured)
RM’000


Bank Overdrafts
13,481


Revolving credit
18,833


Short term loan
29,991



62,305



RM’000



2.
Other loans (Unsecured) [Danaharta has taken over the rights, title and interest of certain banking facilities and amount due to a  Bond guarantor]



Bank facilities
35,528


Amount due to a Bond guarantor
11,397



46,925





11.
(a)
The Company has contingent liabilities which are not readily ascertainable in respect of filling and levelling conditions on the Company’s mining leases.

(b) There is a legal dispute between the company and the labour union in respect of salary and bonus adjustments for its union workers under a Collective Agreement. This matter has been heard in the Industrial Court (“IC”) and the company is awaiting for the decision by the IC.  The estimated amount is approximately RM650,000.  No provision has been made as the outcome of the decision is still pending.

12.
There are no financial instruments with off balance sheet risk as at 22 May 2002.

13.
There is no pending material litigation as at 22 May 2002.
14. Segmental Results

By Industry:
Consolidated Turnover

RM’000
Consolidated Profit/(Loss) from

Operations

RM’000

Consolidated

Total Assets

At 31 Mac 02

RM’000

Kaolin
9,148
310

9,366

Trading and others
0
4

2,172

Logging Project
0
(2,734)

39,612

Rental of machinery
1,980
244

21,359

Investment 
0
(5,623)

4,109

Total
11,128
(7,799)

76,618



By Geographical Area:





Within Malaysia
9,148
(5,309)

15,647

Outside Malaysia
1,980
(2,490)

60,971

Total
11,128
(7,799)

76,618

15. The Group incurred a loss before tax of RM2.476M which was a 16.6% improvement amounting to RM0.494M over the immediately preceding quarter loss of RM2.970M.  This was mainly due to an increase in revenue of RM0.313M coupled with an increase in margin on sales which resulted in an increase in contribution of RM0.450M. The above was a result of an improvement in the kaolin market as experienced by the Group in the first quarter of 2002.

16. The Group’s loss after tax of RM2.476M is also attributable to high financing costs of RM2.572M and non-cash provisions like depreciation and amortisation amounting to RM0.873M. Most of the contribution to the Group’s profitability came from the kaolin operations.

Compared to the same quarter last year, revenue decreased marginally by RM0.081M or 2.10% due to the kaolin industry not having fully recovered from the recent global recession affecting the Group’s sales and margin. Profit before finance cost, depreciation and amortisation, exceptional items, income tax, minority interest and extra-ordinary items was marginally lower by RM0.146M due to the above.

There are no other material factors that will affect the earnings and/or revenue of the Company except for the following:
On 21 October 1996, the Company entered into a sale and purchase agreement with Landzen Development Sdn Bhd (“Landzen”) to purchase the entire issued and paid up capital of Winnerpac Sdn Bhd (“WSB”), for a total consideration of RM36M to undertake logging activities in Gabon, West Africa.

WSB has a joint venture agreement with a concessionaire to undertake logging activities in Gabon.  As at 22 May 2002, the acquisition is not completed.

An amount of RM18M had been paid as deposit for the acquisition.  In addition, the Company had made advances of RM3.8M to WSB for the development of the logging project.  The Company had also purchased machinery for the logging operations with a net book value of RM10.6M as at 31 March 2002.  There is an arrangement where these machineries are leased to WSB via a third party where rental receivable amounted to RM10.8M as at 31 March 2002.

In 1996, the Company also paid a refundable deposit to secure a contract with Landzen for the supply of timber in Gabon, together with subsequent advances and interest totaling RM17.8M.  Todate, the supply of timber to AKI has yet to commence.

The recoverability of the above balances (RM39.6– deposits/advances and RM10.8M– rental receivable) is dependent upon the ability of the Company to complete the acquisition of WSB, the future viability of the logging project, obtaining all the relevant approvals and sufficient support from its bankers.  The recoverability therefore cannot be ascertained with reasonable certainty at this time and no provision has been made in the accounts.  The recoverability of the machinery for the logging operations would also be dependent on the viability of the logging project.  The total amount of RM50.4M has been re-classified as long-term receivables as the amount is only expected to be settled after 12 months.  
17. There are no material events subsequent to the end of the period reported on that have not been reflected in the financial statements for the said period as at 22 May 2002.

18. The company’s operations are not subjected to seasonality or cyclicality.

19. The ability of the Group to continue as a going concern entity in the foreseeable future is dependent on the successful outcome of the workout proposal, which is being developed by the Special Administrators as mentioned in note 8 above.  Currently the Group is not expected to generate any profits until some viable income generating businesses are injected into the Group.

20.
There are no profit forecast or profit guarantee to be met for the period.

21.
There is no dividend declared/recommended for the current financial year-to-date.

22.
Special Administrators Acting as Agents of Associated Kaolin Industries Berhad (‘AKI’)

As agents to AKI under Section 32 of the Pengurusan Danaharta Nasional Berhad Act 1998 (the Act), the Special Administrators confirm on behalf of AKI the information contained herein.

In confirming the information, the Special Administrators have placed reliance on representation made by the management of AKI under Section 36 of the Act.  The Special Administrators have not sought to verify all the statements or information and have not performed an examination in accordance with generally accepted accounting principles.  As such, the Special Administrators shall not be liable in the event of any of the information being submitted and / or caused to be submitted that is materially false or misleading or from which there is a material omission which would result in any data, information and / or statement therein misleading. 

23.
Certain comparative amounts have been re-classified to conform with current year presentation.

FOR AND ON BEHALF OF ASSOCIATED KAOLIN INDUSTRIES BERHAD
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KUALA LUMPUR
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