EXPLANATORY NOTES

FOR THE PERIOD ENDED 30 SEPTEMBER 2000
1. Accounting policies
The unaudited quarterly accounts have been prepared based on the same accounting policies and methods of computation consistent with those adopted in the 1999 Annual Report.  There have been no changes to these policies and/or methods adopted for the current financial period to date.

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



                                                                      Individual quarter                   Cumulative quarter





Current year
   Preceding
Current year
Preceding





quarter
year  quarter
     to date
year to date





RM'000
RM'000
RM'000
RM'000

Current



(1,826)


-

(6,099)
-


Deferred taxation
-
-
-
-


Under/(over) provision in previous years
-
- 
-
-






______
_______
________
______





(1,826)
-
(6,099)
-


Taxation on share of results of associated companies


- current


(2)
-
(21)
-


- underprovision in previous years
-
(124)
-
(291)





______
_______
________
______









(1,828)


(124)
(6,120)
(291)















______
_______
________
______

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

6. Profit / (Loss) on sale of investment and/or properties
There were no disposals of investment and/or properties as at end of the financial period except for the disposal of a bungalow which resulted in a loss of RM839,000. 
7. Purchase or disposal of quoted securities
a)
There were no purchases and disposal of quoted securities during the financial period.

b)
Investment in quoted shares as at 30 Sept 2000



RM'000


Total investment at cost
153,601



=======


Total investment at carrying value/book value
17,111


(after provision for diminution in value)
=======


Total investment at market value at


end of reporting period
11,919


=======

8. Effect of changes in the composition of the Group for the current financial period to date
On 28 February 2000, a liquidator was appointed to wind up Damansara Forest Products (PNG) Pty Ltd, a subsidiary incorporated in Papua New Guinea and involved in agro-forestry in Papua New Guinea.

9. Status of uncompleted corporate announcement
On 29 June 1999 and 8 July 1999, the Company announced its plan to implement several proposals together referred to as Proposed Reconstruction and Restructuring Exercise in an effort to restore D Bhd to a stronger financial footing through the refinancing of its loan, rationalisation of its investments, and acquisitions of new assets

To recapitulate, the Proposed Reconstruction and Restructuring Exercise would involve:-
(i)

Proposed Capital Reduction;

(ii)
Proposed Share Exchange;

(iii)
Proposed Interim Financing;

(iv)
Proposed Redemption of Preference Shares;

(v)
Proposed Acquisition of Johor City Development Sdn. Bhd.(“JCD”)
(vi)
Proposed Restricted Offer for Sale ("ROS"); and

(vii)
Proposed Transfer of Listing


The Interim Financing was completed on 18 January 2000 and on 21 July 2000 the Company announced certain revisions to the Proposed Reconstruction and Restructuring Exercise, as well as acquisition of additional assets and termination of proposed Vital Esteem Bhd acquisition and proposed recovery of deposits from aborted sale and purchase agreements. Details are as follows:-



(i)
Proposed capital reduction of the existing share capital of D Bhd of 781,689,857 comprising 781,689,857 ordinary shares of  RM1.00 each to be reduced to RM234,506,957 comprising 781,689,857 ordinary shares of RM0.30 each, which thereafter, the issued and paid-up share capital of D Bhd shall be consolidated on the basis of three point three (3.3) ordinary shares of RM0.30  each into one (1) ordinary share of RM1.00 each.  As a result, the share capital of D Bhd will be RM234,506,957 comprising 234,506,957 ordinary shares of RM1.00 each;




(ii)
Proposed share exchange of ordinary shares of D Bhd into new ordinary shares of RM1.00 each in Newco on the basis of two (2) new ordinary shares and one (1) Warrant in Newco for every two (2) ordinary shares in D Bhd held after the Proposed Capital Reduction;




(iii)
Proposed redemption of “A” Redeemable Convertible Cumulative Preference Shares (“RCCPS”) of RM0.01 each on the basis of five (5) new ordinary shares and two (2) Warrants in Newco for five (5) “A” RCCPS;




(iv)
Proposed acquisition of the enlarged issued and paid-up share capital of JCD by Newco from Johor Corporation (“JCorp”) comprising 172,500,002 ordinary shares of RM1.00 each and 380,300,000 nominal amount of loan stocks in JCD for a total purchase consideration of RM552,800,002 to be satisfied entirely by the issuance of 552,800,002 new ordinary shares of RM1.00 each in Newco;




(v)
Proposed acquisition of 20% equity interest in Bertam Properties Sdn Bhd (“Bertam”) comprising 12,000,000 ordinary shares of RM1.00 each in Bertam from JCorp for a purchase consideration of RM49,007,705 and the assignment in favour of D Bhd of shareholders’ advances made to Bertam by JCorp amounting to RM8,400,535 altogether to be satisfied by the assignment of debt of RM57,408,000 currently owed to D Bhd by a group of third parties;




(vi)
Proposed acquisition of 70% equity interest in Bennes Engineering Berhad (“Bennes”) comprising 11,900,000 ordinary shares of RM1.00 each in Bennes from the Vendors of Bennes for a purchase consideration of RM74,478,000  to be satisfied partly by the assignment of debt currently owed to D Bhd by a third party of RM22,000,000 and the balance by the issuance of 52,478,000 new Newco Shares at an issue price of RM1.00 per Newco Share;




(vii)
Proposed acquisition of a piece of freehold land known as Larkin Business Park from Changkat Fajar Sdn Bhd for a total purchase consideration of RM70,000,000 to be satisfied partly by the assignment of debt currently owed to D Bhd by a group of third parties of RM12,000,000 and the balance by the issuance of 58,000,000 new Newco Shares at an issue price of RM1.00 per Newco Share; and




(viii)


Proposed acquisition of industrial land known as Gebeng Land from Landpac Resorts Sdn Bhd for a total purchase consideration of RM87,000,000 to be satisfied by the issuance of 87,000,000 new Newco Shares at an issued price of RM1.00 per Newco Share.

(ix)
Proposed restricted offer for sale by Johor Corporation (“JCorp”), offering certain number of Newco ordinary shares of RM1.00 each (to be attached with Newco Warrants) to the existing shareholders of D Bhd at an offer price to be determined later, and




(x)
Proposed transfer of the listing status of D Bhd to Newco and the listing of and quotation for the entire issued and paid-up share capital of Newco on the Main Board of KLSE;





a) 

b) 


c) 

d) 


e) 

f) 


The submissions to the relevant authorities for their respective approvals in respect of the above proposals are expected to be made by December 2000.

10. Seasonality or cyclicality of operations
The result of the Group was not affected by cyclical or seasonal factors for the period ended 30 September 2000.

11. Issuance and repayment of debt and equity securities, share buy-backs, share cancellation, share held as treasury shares and resale of treasury shares
There was no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, share held as treasury shares and resale of treasury shares for the period under review.






12. Group borrowings and debts securities


 Group borrowings and debts securities as at 30 September 2000



RM'000


Short term


Syndicated term loan (secured)
35,000


Bridging loan (secured)
4,806


Revolving credit
15,500




-----------



55,306




=======


Long term


Syndicated term loan (secured)
32,926


Term loan (secured)
677

Advance from shareholders of a subsidiary
3,000


Lease and hire purchase creditors
122



-----------



36,725


=======

13. Contingent liabilities as at the end of financial period
a)   The Group is contingently liable to the extent of RM 56.4 million in respect of property held for development pledged as security for credit facilities extended to a buyer of a portion of a subsidiary's development property.  The discharge of the charge is pending subdivision of the master title and transfer of the charge to the subdivided title of the disposed portion.

b) The Company and its subsidiary, Damansara Forest Products (PNG) Ltd (“DFP”) received a claim from its logging and stevedoring contractor for the Pai timber concession in Papua New Guinea arising out of the cessation of logging activities by DFP. Interim judgement on liability was recorded by the National Court in PNG whereas assessment of damages was referred to mediation. The Company is disputing liability since it was not a party to the logging contract. Further, there were no instructions given to the solicitors for DFP to enter an appearance and/or defence for the Company and the  Company has issued instructions to its solicitors in PNG to apply for the judgement to be set aside. The Contractor has also filed a parallel suit in the Kuala Lumpur High Court for claim of special damages amounting to USD 1,648,000 and general damages of RM6,102,000 wherein pleadings have closed and awaiting further directions from the Court. 
c) The Group is in dispute with a third party in the calculation of tribute relating to quarrying activities amounting to RM637,924.  The Company is of the opinion that no provision is required for the disputed amount.

d)   
On 5 June 2000, D Bhd was served with a Writ of Summons by Spectra Heights Sdn. Bhd. ("Spectra Heights"), a logging contractor who had entered into a logging contract with a subsidiary (currently in liquidation) to fell and extract timber in the Batai timber concession in Papua New Guinea.  The said logging contract had become incapable of performance since the relevant Authorities did not issue a Timber Authority for the Batai Tract. Spectra Heights is also seeking indemnity and loss of profits on other business propositions that were merely in the preliminary stages with no formal contracts being executed. The total amount of damages claimed by Spectra Heights amounts to approximately RM180 million for expenses and loss of profits. D Bhd is exploring the possibility of striking out the summons on the basis that the action should have commenced against the subsidiary in Papua New Guinea. The case is still in the preliminary stages and the Company’s solicitors are of the opinion that even if Spectra Heights manages to succeed on establishing liability, the quantum of damages recoverable would be limited to the disbursements and expenses incurred by Spectra Heights which would be further subjected to strict proof to the satisfaction of the Court.



b) 
14. Financial instrument with off balance sheet risk
During the financial period ended 30 September 2000, the Group and Company has not entered into any contract involving off balance sheet financial instruments.

15. Pending material litigation
i)
 On 24 September 1992, D Bhd had entered into an Assignment Agreement with Sun Swee Development Sdn. Bhd. ("Sun Swee") to assign its rights and interest in title to the hotel for a cash consideration of RM45,000,000.  A subsequent agreement dated 2 November 1993 was entered into by the Company with Pembinaan Kota Laksamana (Melaka) Sdn. Bhd. ("PKL") to acquire land with reclamation rights for RM55,000,000.  These two agreements were formulated under a Recovery Scheme that was endorsed by the Securities Commission to address the issue of the "missing asset" in the books of D Bhd, due to the failure of the developer of Regency Hotel to procure and transfer to the Company, the land title of the hotel.  Due to the failure of both Sun Swee and PKL to comply with the conditions precedent in their respective agreements under the Recovery Scheme, D Bhd proceeded to terminate both the said agreements in December 1995 and entered into an agreement with Puteri Hotels Sdn. Bhd. ("Puteri") to dispose Regency Hotel for a cash consideration of RM50,000,000.  The sale to Puteri resulted in Sun Swee and PKL applying from the Kuala Lumpur High Court ("the Court") an Injunction Order to restrain D Bhd from any form of dealings in relation to Regency Hotel.  The Court had granted the Injunction Order to Sun Swee and PKL on 29 January 1996 and submissions to court have been made in December 1996.  However, the Court has todate yet to issue its decision and the matter has now been fixed for hearing on 17 January 2001. The Injunction Order is now redundant since Puteri is no longer desirous to complete the acquisition of the hotel and the only issue to be decided is the beneficial ownership of the hotel and whether specific performance of the Recovery Scheme would be ordered.  As far as beneficial ownership is concerned, this would be a non-issue since the Company has fully paid the purchase price of RM36,000,000 to the vendors.  An order for specific performance of the Recovery Scheme is highly unlikely due to the non-compliance of Sun Swee and PKL with the conditions precedent, but if it is ordered such, then D Bhd would have to release the hotel to Sun Swee and obtain the PKL lands with reclamation rights by merely topping-up the short fall of RM10,000,000.
(ii) An impending legal action by D Bhd against the developer of Regency Hotel and Resorts, Tanjung Tuan Resort Development Sdn. Bhd. ("TTRD"), to procure the transfer of the title to the hotel which is currently registered under the name of the Developer. This suit can only be filed when a decision has been made in the case brought by Sun Swee and PKL against D Bhd.  
(iii) On 26 November 1996, Tanjung Tuan Hotel Sdn. Bhd. ("TTHSB"), a wholly-owned subsidiary of the Company had terminated a Management Agreement with RIH Services (M) Sdn. Bhd. ("RIH") due to various breaches committed by the said managers in managing Tanjung Tuan Hotel.  RIH has challenged the validity of the termination and arbitration proceedings have taken place since 1997. The last hearing dates that were fixed for late November 1999 have been vacated and new dates for the continued hearing have yet to be obtained.

(iv) On 28 March 2000, MBSB obtained an order for sale over the project lands of the Golfview Project registered under Darma Arif Sdn. Bhd. ("Darma Arif").  The auction date was fixed for 18 August 2000 and Darma Arif has filed a Notice of Appeal and successfully applied and obtained a  stay of execution of the Court order.  MBSB has recently agreed to an out of court settlement and MBSB’s solicitors are in the process of preparing the Deed of Settlement.
(v) The Company and its subsidiary, Damansara Forest Products (PNG) Pty Ltd received claims form logging contractors who had entered into contract to extract timber in Papua New Guinea. The details are of the claims are mentioned in Note 13 (b) and 13 (d) above.


i) 


(iv) 
iii) 
(i) 
(v) 



iv) 

16. 
16.
Segment Reporting


Analysis by activities


Turnover

Profit/(loss)
Tangible




before
assets




taxation
employed



RM'000
RM '000
RM'000


Property Letting
35,978
20,745
602,479

                                    
Property Development & Construction
0
(1,710)
338,284


Property Development & Construction
6,294
(3,097)
342,563

Quarry & Mining
0
(11)
650

Hotel Operations
4,396
(167)
13,792

Agro Forestry & Timber Related
0
186
18,158

Investment Holdings
93
(4,651)
124,991

Other Services
0
(1,421)
802


-------------
-----------
------------



46,761
11,584
1,103,435


=======
=======
======= 



17.    
17. Material change in the profit before taxation for the quarter as compared to the preceding quarter
The profit before taxation for the 3rd quarter reduced by 44.65% from RM4.049 million to RM2.241 million mainly due to loss on disposal of assets and increase in repair and maintenance of building. 
18.
   Review of the performance
For the first 9 months of the year 2000, the Group recorded a turnover of RM46.76 million, an increase of 5%  as compared to previous corresponding period in 1999 of RM44.2 million.  However, the Group's profit before taxation and exceptional item has improved, from a loss of RM22.34 million in 1999 to a profit of RM11.5 million in 2000, mainly due to the reduction in interest expense as the Company has repaid the RM540 million EPF term loan in January 2000.

19.   Current year prospects
With the current economic situation, the Directors will continue to adopt prudent management approaches and focus on maintaining the high level of tenancy, upgrading and changing the tenant mix on their prime property at Damansara Heights.  The relaunch of Bandar Damansara Kuantan ("BDK") in the second quarter of 2000 and the construction of a boarding school in BDK is expected to enhance the performance of the Group.
Barring unforeseen circumstances, the Group will be on a stronger financial footing upon completion of the restructuring and reconstruction scheme.

20. Variance of actual profit from forecast profit / profit guarantee
The Company is not subjected to any forecast profit and/or profit guarantee requirement.
21. Dividend
The Directors of D Bhd have not recommended any dividend for the nine months financial period ended 30 September 2000 (1999 : Nil).

The Directors of Damansara Town Centre Sdn Bhd, a subsidiary of the company has declared an interim gross dividend of 12.5 % per annum on “A” Redeemable Convertible Cumulative Preference Shares (“A” RCCPS”). No dividend has been recommended for “B” RCCPS, which was fully subscribed by Johor City Development Sdn Bhd (“JCD”) a company proposed to be acquired by D Bhd as mentioned in Note 9 (iv). 
“A” RCCPS will be redeemed on the basis of five (5) new ordinary shares and two (2) warrants in Newco for five (5) “A” RCCPS. Meanwhile, preference dividend for “B” RCCPS is merely an intercompany transaction upon completion of acquisition of JCD.

The directors of D Bhd are of the opinion that the financial effect of preference dividend is temporary in nature, hence, it has not been included in the computation of EPS. Had the above has been included in the computation, the Company will record a loss per share of 3.92 sen.

BY ORDER OF THE BOARD
MOHD.  QARI  BIN AHMAD
Managing Director

Kuala Lumpur

30 November 2000







