PJ DEVELOPMENT HOLINGS BERHAD

(COMPANY NO. 5938-A)

2 QUARTER ENDED 31 DECEMBER 1999

NOTES 

1 Accounting Policies

The accounting policies and methods of computation followed in this quarterly financial statements are the same as compared with the financial statements for the year ended 30 June 1999.

2 Exceptional Items

There were no exceptional items for the financial period under review.

3
Extraordinary Items


There were no extraordinary items for the financial period under review.

4
Taxation

Taxation comprises :
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The tax charge for the period under review does not include any deferred taxation or any adjustments in respect of prior years.

The disproportionate tax charge for the Group for the financial period under review is mainly due to tax losses and unabsorbed capital allowances of certain subsidiary companies that cannot be set-off against the taxable profits of other subsidiary companies.

5
Pre-acquisition Profits


There were no pre-acquisition profits or losses for the financial period under review.

6 Profit on Sale of Investments and/or Properties

There were no profits on sale of investments and/or properties during the period under review.

7
Quoted Securities

(a) There were no purchases and sales of quoted securities for the period under review.

(b) Investment in quoted shares as at 31 December 1999 :
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8
Changes in the Composition of the Group

There were no changes in the composition of the Company for the financial period under review including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

9
Status of  Corporate Proposals

In the financial quarter review, the Company has successfully placed out 20,785,000 new ordinary shares of  RM1.00 each.  A further 5,000,000 new ordinary shares was placed out in January 2000.  The total gross proceeds received from this placement exercise amounts to RM27,924,250.

The Company has on 14 January 2000 announced a Proposed Rights Issue of up to 247,020,929 new ordinary shares of RM1.00 each in the Company (‘PJD’) with up to 164,680,619 free detachable warrants on the basis of  3 new PJD ordinary shares with 2 free detachable warrants for every 5 existing PJD shares.  The proposal is pending submission to the relevant authorities for approval.

10 Explanatory Comments about the Seasonality or Cyclicality of Operations

Not Applicable.

11
Issuances and Repayment of Debt and Equity Securities

There has been no new issuances and repayment of debt and equity securities, and no share buy-back, share cancellations, share held as treasury shares and resale of treasury shares for the financial period under review except for the following ordinary shares issue in respect of the private placement :-

· 20,785,000 ordinary shares of RM1.00 each at an issue price of RM1.05 per share.

12
Group Borrowings and Debt Securities

Total Group borrowings as at 31 December 1999 are as follows :
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13
Contingent Liabilities
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14
Financial Instruments with Off  Balance Sheet

As at 23 February 2000, the Group does not have any financial instruments with off balance sheet risk.

15
Material Litigation

Since the date of our last report dated 25 November 1999, there was no significant progress on the material litigation of the Group.  As at 23 February 2000, the material litigation of the Group are as follow :

(i) A subsidiary company is involved in a civil suit with a contractor of the subsidiary company regarding two alleged debts totalling RM7,089,099 said to be owing by the subsidiary company to the contractor.  These said alleged debts were premised on several building contracts and an earthworks contract.  The debts are disputed by the subsidiary company on substantial grounds as the contractor is reluctant to produce the supporting documents to verify its claims despite repeated requests.  The inter partes application by the subsidiary company for an injunction restraining the contractor from filing any winding-up petition and/or taking any steps to wind-up the subsidiary company has been heard and on 10 March 1999, the High Court Judge dismissed the subsidiary company’s inter partes application for the aforesaid injunction but granted an Erinford injunction to restrain the contractor from commencing any winding-up proceedings.  On 22 March 1999 the subsidiary company has filed a Notice of Appeal with the Court of Appeal but no date has been fixed for the hearing of the appeal in the Court of Appeal yet.

The directors of the subsidiary company with the advice of the legal advisors are of the opinion that should the Court of Appeal’s decision be in favour of the contractor, the subsidiary company could still resist the claims in the winding-up Court.

Liabilities of RM4,522,013 has been recognised in the accounts of the subsidiary company in relation to the litigation, resulting in an amount not provided for of RM2,567,086.

However, pursuant to the Share Sale Agreement between the immediate holding company of the above mentioned subsidiary company and the vendor on the acquisition of the subsidiary company, the vendor shall forthwith pay to the immediate holding company or the subsidiary company such shortfall of the liability should the decision be unfavourable to the subsidiary company. 

(ii) A claim was also filed by a developer against the subsidiary company mentioned in (i) above for the sum of RM661,500 allegedly being the sum due under a tripartite agreement dated 31 May 1990 for cost sharing between the subsidiary company, the developer and another third party company for earthworks to raise the level of land located at Bukit Antarabangsa, Ulu Kelang.  The claim is disputed by the subsidiary company on the ground that based on the correct interpretation of the aforesaid agreement, the claim cannot be sustained.

Furthermore, the subsidiary company has counter claimed against the developer to provide for an account of the costs of the construction work and for the refund of any payment made by the subsidiary company which is in excess of what the subsidiary company is liable to pay, if any.

Pursuant to the Order for Directions given by the High Court on 11 January 1999, the subsidiary company has filed its list of documents with the Court on 8 April 1999.  A simultaneous inspection of documents was held on 14 May 1999 at the developer’s solicitors’ office.  This matter has been fixed for mention on 1 March 2000.

The directors of the Company are of the opinion that the subsidiary company has a valid defence and counter claim and have more than an even chance of resisting the developer’s claim successfully.

(iii) Another subsidiary company is involved in a civil suit whereby the contractor is suing for wrongful termination of a contract for the construction of a golf course and is claiming RM4,198,858 and a further amount of RM378,434 for loss suffered due to wrongful retention of machinery.

It is the subsidiary company’s contention that there was no wrongful termination of the contract but it was in fact the contractor who had breached the contract by failure to complete the contract within the period stipulated pursuant to the supplementary agreement entered into by both parties.  As a result of the failure to complete the contract, the subsidiary company had no choice but to consider the contract as terminated and to counter claim RM580,762 for losses suffered and liquidated and ascertained damages of RM10,000 per day from 1 January 1997 to 15 June 1998.

The subsidiary company denies that the contractor is entitled to its claims as all payments certified by the Consulting Engineers have been made to the contractor.

The directors of the subsidiary company are of the opinion that the contractor’s case against the subsidiary company is frivolous and would be dismissed.

A winding-up petition has been filed against the contractor by other parties.  The civil suit is adjourned pending the hearing of the winding-up petition on 30 June 2000.


The subsidiary company was given notice that  Special Administrators were appointed for the contractor on 9 September 1999 pursuant to Section 24 of the Pengurusan Dahaharta Nasional Act 1998.

16
Segmental Reporting

Segment information for the current financial period :
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17 Material Change in the Quarterly Results Compared to the Results of the Preceding Quarter

The Group showed an improved result compared with the previous quarter attributed to better performance of the Construction division and lower loss of the Hotel division. 

18 Review of the Performance of the Company and Its Principal Subsidiaries

For the second quarter ended 31 December 1999, the Group registered a profit before tax and minority interest of RM1,660,000.  All the business divisions except Hotels, contributed positive earnings to the Group.  The Hotel division, although improved its performance as compared to the previous quarter, still recorded unfavourable results.

19 Prospects for the Current Financial Year

Barring unforeseen circumstances, the Group’s performance is expected to sustain or improve in the remaining quarters of the financial year.  The properties and construction divisions are expected to be the main profit contributors.

20
Variance of Actual Profit from Forecast Profit and Shortfall in the Profit Guarantee


Not applicable.

21
Dividend

No decision regarding dividend has been made for the quarter under review.

By Order of the Board

Dato’ Dr Haji Dzulkarnain bin Shafiee

Executive Chairman
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