GENERAL LUMBER FABRICATORS & BUILDERS BHD 

(Company No.: 4748-W)

Notes to the Unaudited Quarterly Report on the Consolidated Results for the Financial Quarter ended 30th June 2002.

1.
Accounting Policies
The financial statements are prepared under the same accounting policies and methods of computation used in the preparation of the financial statements in respect of the year ended 31st December 2001 being the most recent financial statements.


The Group has adopted the policy of amortising and writing off goodwill on consolidation commencing from the financial year ended 31st December 1999.  The Group would continue to amortise the balance of goodwill over the next 10 years period effective from financial year 2000.

2.
Exceptional Items
There are no exceptional items in the accounts of the quarter.

3.
Extraordinary Items
There are no extraordinary items in the financial statements for the quarter.

4.
Taxation
There is no provision for taxation for the period under review due to the losses incurred.

5.
Sale of Investments and Properties

There were no significant disposals of fixed assets or investments in the period under review.

6.
Particulars of Purchase or Disposal of Quoted Securities
There were no disposals or purchase of quoted securities during the quarter under review. 

7.
Change in Group/Capital Structure
There were no changes in the composition of the Company/Group including business combinations, acquisitions or disposals of subsidiaries.

8.
Status of Corporate Proposals

The Group has first made an announcement (“first announcement”), on 4 March 2002, that it was an affected listed issuer under the Practice note 4/2001 (“PN4”). On 16 July 2002, the group has announced that it had received a proposal for a restructuring scheme from a ‘white knight’. A memorandum of Understanding (‘MOU’) was executed on 5 August 2002 with 14 existing shareholders of Kin Yip Wood Industries Sdn Bhd (“KYWI”). The Group through its Advisor, PM Securities Sdn Bhd has on 15 August 2002 applied to the Kuala Lumpur Stock Exchange (“KLSE”) for an extension of time to make the Requisite Announcement (“RA”) which shall be by 3 September 2002, to 15 October 2002.

9.
Capital Issues and Dealings in Own Shares

There were no capital issues and dealings in own shares in the period under review.

10.
Group Borrowings and Debt Securities
	
	Secured

(RM)
	Unsecured

(RM)

	Short Term
	47,116,986
	51,817,639

	Long Term
	0
	109,656

	
	
	

	
	47,116,986
	51,927,295



The above borrowings are in Ringgit Malaysia.

11.
Contingent Liabilities

As at the date of announcement there are Corporate Guarantees given by the Company to financial institutions for credit facilities granted to subsidiary companies amounting to RM108,890,000-00 out of which RM53,692,704.00 represent the total facilities utilized by the Group. 

12.
Off Balance Sheet Financial Instruments
There are no financial instruments with off balance sheet risk as at the date of this announcement.

13.
Material Litigation
There is no pending material litigation as at the date of this announcement other than the following :-

1. Litigation for payment and recovery of debts. 

2. Judgment sum of RM7.8 million by Affin Bank Berhad (“ABB”) but there is an on going negotiation between the bank and the Company over the settlement of this sum. A Notice of Demand pursuant to Section 218 of Companies Act, 1965 was served by ABB on 19 April 2002 for a total amount of RM8.3 million.
3. Judgment sum of RM2,000,732.82 by Malinta Corporation Sdn Bhd (“Malinta”) in relation to the dispute in the final account for a Joint Venture project with the Company in 1993. A winding-up petition was served on the Company by Malinta on 14 March 2002. The Company and Malinta have finally agreed to a Settlement Agreement which was signed on 17th May 2002, for an agreed settlement sum of RM1,592,912.28 only together with interest thereon at 8% per annum. 

4. Daya Sejati Sdn Bhd (“DSSB”) filed a winding up petition on General Lumber Construction Sdn Bhd. The debt owing amount to RM270,428.90 for interior decoration works for our office building. The Company and DSSB have finally agreed to a settlement agreement, which was signed on 11 June 2002.

5.
An Originating Summon was served on the Company by Mayban Finance Berhad on 15 August 2002 for an amount of RM1,312,471 as at 31 July 2002

14.
Segmental Reporting
	
	Turnover

(RM)
	Profit/(Loss) Before Taxation

(RM) 
	Net Assets Employed

(RM)

	
	
	
	

	Manufacturing and trading of timber related products
	7,545,051
	(5,770,105)
	107,377,850

	Logging and Sawmilling
	0
	(2,103,056)
	25,095,102

	
	7,545,051
	(7,873,161)
	132,472,952

	
	
	
	


15.
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter
There were no material changes in the quarterly results as compared to the preceding quarter.
16.
Review of Performance

The Group recorded a decline in turnover by RM0.93m as compared to Q1/2002. The turnover achieved for Q2/2002 was RM3.31m and for Q1/2002 was RM4.24m respectively.


The lower turnover recorded during the quarter was contributed by weak demand from the export market due to summer holidays in Europe. The deficiency in working capital compounded the poor performance for the current quarter.


Though the turnover was reduced, the net loss for both quarters (Q1/2002 and Q2/2002) remained at RM3.93m, due to higher recovery of bad debts written off during the current quarter.

17.
Material Events Subsequent To The End of The Quarter Under Review
There is no material even subsequent to the end of the quarter under review except that the Group anticipates a further contraction in the demand for its products especially from the US and Europe.

18.
Seasonal or Cyclical Factors
The Group’s operation is subject to the following factors:-

i. seasonal demands in respect of the export products 

ii. fluctuation in timber supplies brought about by prolonged inclement weather.

19.
Current Year Prospects


The Group’s existing business is expected not to show significant improvement until it can address and resolve its lack of working capital.

The export market especially Europe has shown signs of improved demand as the holiday season is coming to a close. Demand for wood products is expected to remain buoyant until the end of the year. However, on the other hand, the domestic market is expected to remain ‘flat’ for the balance of the year due to lack of activities in the construction sector which has been affected by the recent shortage of labour.


The performance of the Group, however, is primarily dependent on its ability to generate adequate volume and this can be achieved through the injection of fresh additional working capital funds.

20. Variance

Not applicable for the quarter.

21.
Dividend
The Directors do not recommend any dividend in respect of the period under review.
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