Notes

1.
Accounting Policies
The Group financial statements for the 2nd quarter ended 30 June 2001 have been prepared on the basis of accounting policies and methods of computation consistent with those of the most recent annual financial statements for the year ended 31 December 2000.

2.
Exceptional Items
There was no exceptional item in the current quarter under review and financial year-to-date.

3.
Extraordinary Items

There was no extraordinary item for the current quarter under review and financial year-to-date.

4.
Taxation
No provision for taxation was made in respect of the results for the quarter under review and financial year-to-date as the Group incurred losses.

5.
Profits  /  (losses) on Sale of Investments and/or Properties
There was no sale of properties for the quarter ended 30 June 2001and financial year-to-date.

6.
Quoted Securities
The investments in quoted shares as at 30 June 2001 are as below: -


RM’000


Total investments at cost
115






Less: Provision for diminution in value
(98)


Total investments at carrying value /book value
17




Total investments at market value as at 30th June 2001
17







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

8.
Status of Corporate Proposal
On 24 November 2000, the Group announced the proposed rights issue of 36 million new United Bintang Berhad (“UBB”) Shares on the basis of two (2) new UBB shares for every one (1) existing UBB share held at an issue price of RM1.00 per share and proposed increase in authorised share capital from RM20 million comprising 20 million ordinary shares of RM1.00 each to RM100 million comprising 100 million ordinary shares of RM1.00 each. The proceeds from the rights issue would be utilised to repay short term bank borrowings, to construct new workshop and sales office, for purchase of heavy equipment for rental and working capital purposes.

The proposed rights issue has been approved by the Securities Commission on 4 April 2001. 

On 10 August 2001, the Group announced the following revision to the proposed rights issue in view of the weak sentiments on the Kuala Lumpur Stock Exchange:

(i) proposed rights issue of 22.5 million new UBB shares with 18 million free detachable warrants 2001/2006 on the basis of five (5) new UBB shares together with four (4) new warrants 2001/2006 for every four (4) existing UBB Shares held at an issue price of RM1.00 per new UBB share.

The Group is making the necessary arrangements to apply to the relevant authorities for approval of the aforesaid revision.

9.
Issuance and Repayment of Debt and Equity Securities, Share Buy Backs, Share Cancellations, Shares Held as Treasury Shares and Resale of Treasury Shares
There have been no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares for the current financial year-to-date.

10.
Group Borrowings and Debt Securities
As at the second quarter ended 30 June 2001, there were no debt securities while unsecured short term borrowings stood at RM51.147 million which included some foreign bills payable denominated in Japanese Yen of 72.72 million.

11.
Contingent Liabilities

The Company’s Rawang Workshop & Sales Office was flooded in early March 2001 and the loss arising from the flood was estimated to be approximately RM470,000. The Company has submitted and insurance claim for the said amount but to date, the compensation has not been finalized by the insurance company. The above loss has not been provided in the financial statements pending finalisation of insurance compensation.

12.
Financial Instruments with Off Balance Sheet Risk

Foreign Currency Contracts

As at the date of this announcement, the Group had the following outstanding foreign currency contracts to hedge its committed purchases in foreign currencies:

CURRENCY
CONTRACT

AMOUNTS

(‘000)
EQUIVALENT AMOUNT IN RINGGIT MALAYSIA

(‘000)
EXPIRY DATES

Japanese ¥
  5,450
167
05/08/2001

Japanese ¥
     850
  26
13/08/2001

Japanese ¥
  2,700
  83
14/08/2001

Japanese ¥
  1,850
  57
22/08/2001

Japanese ¥
  5,500
 169
29/08/2001

As foreign currency contracts are entered into to hedge the Group’s purchases in foreign currencies, the contracted rates will be used to convert the foreign currency amounts into Ringgit Malaysia.

13.
Material Litigation
There were no material litigation as at the date of issue of this quarterly report.

14.
Segmental Reporting

Segment analysis by geographical locations for the current financial period to date is appended below: -


Turnover

RM ‘ 000

Group Loss

Before tax

RM ‘000

Total Assets

Employed

RM ‘000

Overseas
22,644

3,018

78,893

Local
  3,288

   347

  2,832


25,932

3,365

81,725

15.
Material Changes in Quarterly Results Compared to the Results of the Preceding Quarter
Turnover of the Group for the current quarter has increased by 19.10% to RM14.09 million as compared to RM11.83 million reported in the preceding quarter mainly due to increase in export sales for the current quarter under review as a result of slightly improved business in spring and early summer months in the United States of America.

As a result, the Group reported a smaller net loss of RM1.49 million for the current quarter under review as compared to net loss of RM1.87 million for the preceding   quarter.

16.
Review of Performance of the Group and its Subsidiary


Turnover for the current quarter under review of the Company has declined by 51.66% from RM28.63 million to RM13.84 million compared to the preceding year corresponding quarter while its subsidiary company, (UBM) has experienced a 21.09% increase from RM1.47 million to RM1.78 million and group turnover has declined by 50.87% from RM28.70 million to RM14.10 million.

Year-to-date Group turnover has declined by 41.08% from RM44.013 million to RM25.932 million compared to the preceding year corresponding quarter due to slowdown in U.S. economy.

Due to the contraction in Group turnover the current year-to-date pretax net loss has increased by 71.25% compared to that of the preceding year-to-date loss from RM1.965 million to RM3.365 million. Reduced cash inflow due to low turnover has caused the Group to incur high finance cost.

17. Material Events Subsequent to the End of Period

There is no material events subsequent to the end of the period reported on that have not been reflected in the financial statement.

18. Seasonal or Cyclical Factors

As a major part of the Group’s turnover is derived from trade in the United States of America, the Group’s performance is very much affected by the four seasons. From past experience, sales are generally slow in the winters and also mid summers.

19. Prospects for the Current Financial Year

The United States of America still commands the major share of the Group’s export market. To improve on its export business, the Group has, commencing this May, set up 2 retail outlets in Houston. The Group will be able to achieve a higher profit margin due to better cost control as opposed to sales solely through auction houses and consignees. Before the retail outlets are fully operative, the Group will still sell through consignees and some selected auction houses which can offer reasonable profit margins. 

The state of economy in U.S. will always have an important bearing on the Group’s export business. Besides, the volatility of the Yen exchange rate will dictate the purchase price of heavy equipment imported mainly from Japan. The Group will also be affected by the fluctuation of USD which is currently pegged at RM3.80 to one USD.

The Group will spare no effort in penetrating other unexplored markets and also embark on new ventures to enhance the Group’s performance.

20.
Variance of Actual Profit from Forecast Profit 

Not Applicable.

21.       Dividend

The Directors do not propose any payment of interim dividend for the quarter under review.

22.
Comparative Figures

Comparative figures for turnover have been amended to conform with current period’s presentation to include rental income of RM89,000 for the quarter ended 30 June 2000 and for the preceding quarter which were previously included in other income. 
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