GENERAL LUMBER FABRICATORS & BUILDERS BHD 

(Company No.: 4748-W)

Notes to the Unaudited Quarterly Report on the Consolidated Results for the Financial Quarter ended 31st March 2003.

A :
Explanatory Notes to the Interim Financial Statements – MASB 26

A1.
Basis of Preparation
The financial statements are prepared in accordance with MASB 26 and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirement and applying the same accounting policies and methods of computation used in the preparation of the financial statements in respect of the year ended 31st December 2002 being the most recent unaudited financial statements.

The financial statements for the year ended 31 December 2002 are still in the midst of finalizing its draft audited accounts.

The Exchange had on 21 March 2003 granted the Group an extension of time as follows :-

(i) 2 months until 30 June 2003 to submit the annual audited accounts for the financial year ended 31 December 2002.

(ii) 1 month until 31 July 2003 to release the annual report for the financial year ended  31 December 2002.


The Group is at the stage of finalization and implementation of its Proposed Restructuring Scheme (“Scheme”). Nevertheless the quarterly report was prepared on a going concern basis as it is unable to determine for the time being the impact on the financial reports once the Scheme is implemented. Accordingly, the report did not reflect any adjustments that may be necessary relating to the implementation of the Scheme, should the Financial Statements would require to be prepared on different accounting policies and method.
A2.
Audit Report
The audit report of the Group for the year ended 31 December 2001 was not subject to any qualification, but with some modification as the Auditors were unable to express an opinion as to whether the financial statements have been prepared in accordance with the provisions of the Companies Act 1965 and the applicable approved accounting standards in Malaysia.
A3.
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.

A4.
Extraordinary/Exceptional Items
There are no extraordinary/exceptional  items in the financial statements for the quarter.

A5.
Changes in Estimates

Not applicable as there were no estimates being reported during the prior periods.
A6.
Capital Issues and Dealings in Own Shares

There were no capital issues and dealings in own shares in the period under review, such as 

6.1 issuances and repayment of debt or equity securities

6.2 share buy-backs

6.3 share cancellation

A7.
Dividend
No dividends have been proposed, declared or paid in respect of the period under review.

A8.
Segmental Reporting
	
	Turnover

(RM)
	Profit/(Loss) Before Taxation

(RM) 

	
	
	

	Manufacturing and trading of timber related products
	1,350,258
	(3,421,328)

	Logging and Sawmilling
	0
	(388,946)

	
	1,350,258
	(3,810,274)

	
	
	


A9.
Valuation of Property, Plant and Equipment

The Group has not revalued its property, plant and equiptment.

A10.
Material Events Subsequent To The End of The Quarter Under Review
The Company had on 10 April 2003 obtained its creditors’ approvals to the Scheme during a Court Convened Meeting (“CCM’).
An Extraordinary General Meeting (“EGM”) and CCM between its shareholders shall be convened accordingly upon approval being granted by relevant authorities, which is anticipated towards the end of Q2/2003.

A11.
Change in Group/Capital Structure
There were no changes in the composition of the Company/Group including business combinations, acquisitions or disposals of subsidiaries.

A12.
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. 

B:
Additional Information Required by Kuala Lumpur Stock Exchange Listing Requirement
B1.
Review of Performance

The revenue dipped drastically by 68% from RM4.24 million during the previous year corresponding quarter, to RM1.35 million in the current quarter.

The closure of its operation in Peninsular Malaysia at the end of the previous quarter has contributed to the decline on the revenue of the Group in the current quarter.


The revenue for the quarter was solely generated by its subsidiary Company in Sabah, Keningau Kilning & Moulding Sdn Bhd (“KKM”).
B2.
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter
On the other hand, the Loss Before Tax (“LBT”) of the Group recorded a slight improvement from RM3.94 million as at 31 March 2002 as compared to RM3.81 million in the current quarter.
Accordingly the LBT for the current quarter has also reduced by RM0.81 million as compared to the previous quarter, Q4/2002. The LBT recorded then was RM4.62 million.
The reduction in LBT for Q1/2003 was contributed by the savings in operating expenses mainly by the salary related cost due to the retrenchment of most of its employees in Peninsular Malaysia at the end of Q4/2002 in concurrent with the closure of its 0operations. 
B3.
Current Year Prospects


The Group has ceased all its operation in Peninsular Malaysia at the end of the previous quarter, Q4/2002, except for some outstanding sales order that shall be completed by the end of first quarter 2003.

Its subsidiary company in Sabah, Keningau Kilning & Moulding Sdn Bhd (“KKM”) is however still operating.


The finalisation and implementation of the Group’s Plan is anticipated to be carried out during the financial year ended 31 December 2003.


In view of the above, the Group is unable to anticipate the prospect for the year as it is solely dependent on the implementation of the Plan.

B4.
Variance in Profit Forecast and Profit Guarantee 


Not applicable for the quarter.
B5.
Taxation
There is no provision for taxation for the period under review due to the losses incurred.

B6.
Sale of Investments and Properties

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

B7.
Particulars of Purchase or Disposal of Quoted Securities
a) There were no disposals or purchase of quoted securities during the quarter under review.
b) The details of investment in quoted securities are as follows :-

	Particulars
	(RM 000)

	Investment at Cost

Investment at book value

Investment at market value
	350

350

103


B8.
Status of Corporate Proposals
Pursuant to the approvals granted by relevant authorities mainly during the end of the previous quarter, a Court Convened Meeting (“CCM”) was held on 10 April 2003 between the Company and its different class of creditors, for the purpose of obtaining their approvals to the Scheme. The approval were obtained and announced on the same day.
The Group is expected to convene an Extraordinary General Meeting (“EGM”) and a CCM between its shareholders upon approval granted by relevant authorities which is anticipated towards the end of Q2/2003.
B9.
Group Borrowings and Debt Securities
	
	Secured

(RM)
	Unsecured

(RM)

	Short Term
	47,562,982
	53,425,580

	Long Term
	0
	87,579

	
	
	

	
	47,562,982
	53,513,159


B10.
Off Balance Sheet Financial Instruments
There are no financial instruments with off balance sheet risk as at the date of this announcement.

B11.
Material Litigation
Save as disclosed below, neither GLFB nor any of its subsidiaries is engaged in any material claims, arbitration and litigation, either as plaintiff or defendant and there are no proceedings pending or threatened or any fact likely to give rise to any proceedings which might materially or adversely affect the financial position or the business of GLFB or any of its subsidiary companies:

1. Litigation for payment and recovery of debts. 
2. A suit was filed against GLFB as second defendant for the sum of RM1,159,544.72 as at 9 January 2002 together with interest thereon and costs by RHB Bank Berhad (“RHB”) at the High Court of Kuala Lumpur. Hearing for summary judgement filed by RHB has been scheduled to be heard on 9 June 2003. The Directors of the Company, are of the opinion that the matter would be resolved upon the successful completion of the Proposed Restructuring Scheme as the claims of RHB (being a Scheme Creditor) will be settled and compromised under the Proposed Creditors’ Schemes.

3. A suit was filed against GLFB for the sum of RM5,651,607.45 as at 9 January 2002 together with interest thereon and costs by RHB at the High Court of Kuala Lumpur. Hearing for summary judgment filed by RHB has been scheduled to be heard on 28 May 2003.  The Directors of the Company, are of the opinion that the matter would be resolved upon the successful completion of the Proposed Restructuring Scheme as the claims of RHB (being a Scheme Creditor) will be settled and compromised under the Proposed Creditors’ Schemes.
4. A judgement in default of appearance has been obtained against GLFB as second defendant by RHB on 18 February 2001 for sum of RM1,016,042.37 as at 18 September 2001 together with interest and costs in the High Court of Borneo at Kota Kinabalu Civil Suit No. K22-348-2001 wherein GLFB had extended a corporate guarantee to RHB in consideration of facilities granted by RHB to the subsidiary of GLFB, Keningau Kilning and Moulding Sdn Bhd, the first defendant.  The said judgement was served on GLFB on 6 August 2002. It is expected that the claim by RHB in the judgement will be settled and compromised by GLFB pursuant to the Proposed Creditors’ Schemes.

5. A judgement in default of appearance has been obtained against GLFB as second defendant by RHB on 18 February 2001 in sum of RM1,016,042.39 as at 18 September 2001 together with interest and costs in the High Court of Borneo at Kota Kinabalu in Civil Suit No. K22-349-2001 wherein GLFB had extended a corporate guarantee to RHB in consideration of facilities granted by RHB to the subsidiary of GLFB, Sinar Kita Sdn Bhd, the first defendant. The said judgement was served on GLFB on 6 August 2002. It is expected that the claim by RHB in the judgement will be settled and compromised by GLFB pursuant to the Proposed Creditors’ Schemes. 

6. An originating summons number MT2-24-305-02 in The High Court of Malaya at Alor Setar was served on GLSB by Mayban Finance Bhd (“MFB”) on 14 August 2002 for an order for sale of land held under Lot No 1846, SPK No 7412, Mukim Sidam Kiri, Daerah Kuala Muda, Negri Kedah Darul Aman to recover the sum of RM1,235,969.14 as at 30 November 2001 together with interest and costs.  It is expected that the claim by MFB in the summons will be settled by GLFB pursuant to the Proposed Creditors’ Schemes.

7. Writs of summon no. S1-22-373-2001 was filed by Samling International Limited (“Samling”) against GLFB for the sum of USD450,000.00 being fees advanced by Samling to consultants through a subsidiary of GLFB in respect of services rendered by the consultants to secure a timber concession agreement with state of Papua New Guinea. A summary judgment was filed by Samling and was dismissed by the Senior Assistant Registrar (“SAR”) of High Court on 13 November 2001. Subsequently, Samling appeal to Judge in Chambers against the decision of the SAR which was fixed for hearing on 21 January 2003.  After hearing arguments from both sides, the Learned Judge has allowed the said appeal and ordered that a Summary Judgement be entered in respect of Samling’s claim. Pursuant to the said decision, GLFB had on 18 February 2003 filed the Notice of Appeal at the High Court in Kuala Lumpur.  Subsequently, GLFB had filed an application to vacate the decision made by the High Court on 21 January 2003 and hearing of the said application in now fixed on 26 May 2003 before the Managing Judge who will then fix a later date to hear the arguments.  At this stage, the Directors of the Company and the Company’s solicitors are unable to determine the outcome in the case.  In the event that Samling is successful in its claim against GLFB, such claim will be settled and compromised pursuant to the Proposed Creditors’ Schemes.
8. A winding-up petition was served on GLFB by Pakatan Reka Arkitek Sdn Bhd (“Pakatan Reka”) on 31 October 2002. The said winding up petition has been presented to the High Court of Malaya at Shah Alam by Pakatan Reka against GLFB on 5 September 2002.  The winding-up petition was filed on the grounds that GLFB is unable to pay its debts pursuant to a consent judgment which was entered between the parties on 31 October 2001.  The amount claimed by Pakatan Reka against GLFB is RM131,588.57 together with interest and cost. The hearing date for the hearing of the petition has been fixed on 21 November 2003. It is expected that the claim by Pakatan Reka will be settled by GLFB pursuant to the Proposed Restructuring Scheme as the claims of Pakatan Reka (being a Scheme Creditor) will be settled and compromised under the Proposed Creditors’ Schemes.

9. Judgement was obtained on 13 June 2002 by the Employees’ Provident Fund (“EPF”) against GLFB in respect of a failure to contribute by GLFB to EPF for the contribution identified as managerial category under Summons No 87-741-02 in the sum of RM390,519.00 for the periods August 2000 to September 2001 and instalment payments were to commence from 1 July 2002 to 1 December 2002. On 20 December 2002, the court has granted an extension of time to 7 July 2003 for GLFB to pay in accordance with the instalment scheme set out in the said judgement. EPF has  agreed to participate in the Proposed Restructuring Scheme and shall withhold execution of the said judgement.

10. Judgement was obtained on the 13 June 2002 by the EPF against GLFB in respect of a failure to contribute by GLFB to EPF for the contribution identified as non exempt category under Summons No 87-141-02 in the sum of RM244,725.00 for the periods August 2000 to July 2001 and instalment payments were to commence from 1 July 2002 to 1 December 2002. On 20 December 2002, the Court has granted an extension of time to 7 July 2003 for GLFB to pay in accordance with the instalment scheme set out in the said judgement. EPF has agreed  to participate in the Proposed Restructuring Scheme and shall withhold execution of the said judgement.

11. There is another summons filed by EPF in respect of a failure to contribute by GLFB to EPF for the same category under Summons No 87-1604-02 in the sum of RM72,963.00 for the periods August 2001 to December 2001. The hearing date for the said summons has been fixed on 7 July 2003. In the event judgement is granted to EPF on the said hearing date, EPF has agreed in-principle to withhold execution of the judgement as EPF has agreed to participate in the Proposed Restructuring Scheme. No further action has been taken by EPF to-date, as the claims of EPF are expected to be settled pursuant to the Proposed Creditors’ Schemes.

12. A summons was filed by EPF in respect of a failure to contribute by GLFB to EPF for the contribution identified as exempt category under Summons No 87-3508-02 in the sum of RM237,064.00 for the periods August 2000 to December 2001. The hearing date for the said summons has been fixed on 7 July 2003.  In the event judgement is granted to EPF on the said hearing date, EPF has agreed to withhold execution of the judgement as EPF has agreed in-principle to participate in the Proposed Restructuring Scheme. No further action has been taken by EPF to-date, as the claims of EPF are expected to be settled pursuant to the Proposed Creditors’ Schemes.

13. A summons known as Kuala Lumpur Sessions Court Summons No 11-52-12346-01 was served on GLRS by Telemong Tong Leong Sawmills Sdn Bhd (“Telemong”) for the sum of RM180,953.76 together with interest and costs in respect of timber sold to GLRS. The hearing of the application for summary judgement by Telemong has been fixed on 4 July 2003. The Directors of the Company, after consulting with the Company’s legal adviser, believe that the prospects of success of the case is not favourable. 

14. A notice of demand was served on GLFB on 19 April 2002 by Affin Bank Berhad (“ABB”) pursuant to Section 218 of the Act. The total amount claimed by ABB is RM8,320,567 (being the payment of overdraft, term loan and revolving credit facilities) together with interest accrued thereon and RM210.00 being the cost of the said notice. It is expected that the claim by ABB in the said notice will be settled and compromised by GLFB pursuant to the Proposed Creditors’ Schemes. 

B12.
Dividend
No dividends have been proposed, declared or paid in respect of the period under review.

B13.
Earnings per Share
	
	INDIVIDUAL QUARTER
	CUMULATIVE 

QUARTER

	
	31/03/03
(RM’000)
	31/03/02
(RM’000)
	31/03/03
(RM’000)
	31/03/02

(RM’000)

	
	
	
	
	

	Net loss for the period
	(3,810)
	(3,939)
	(3,810)
	(3,939)

	Ordinary Shares
	53,732
	53,732
	53,732
	53,732

	
	
	
	
	

	Loss per share (sen)
	(7.09)
	(7.33)
	(7.09)
	(7.33)
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