EXPLANATORY NOTES

1. Accounting Policies

2. The 3rd quarter financial report on consolidated results for the nine month ended September 30, 1999 of the Group and of the Company are prepared under the historical cost convention, modified to include the revaluation of certain freehold land of the Group, on a going concern basis subject to the implementation of the restructuring exercise. The same accounting policies and methods of computation are consistant as compared with preceding financial year.

3. Exceptional Items


Individual Quarter

Cumulative

Quarter


Current Year

Current Year


RM (‘000)

RM (‘000)

Bad debts recovered/written back
(169)

-

Provision for bad and doubtful debts
-

2,409

Provision for liquidated damages 
1611

1,611

Loss on disposal of fixed assets
51

51

4. Extraordinary Items

There were no extraordinary items during the 3rd financial quarter ended September 30, 1999.

5. Taxation


Individual Quarter

Cumulative Quarter


CurrentYear

Current Year


RM (‘000)

RM (‘000)

Current year taxation
62

62

Under-provision in prior year
-

1


62

63

Deferred taxation
-

-


62

63

6. Pre-acquisition Profits

There was no pre-acquisition profit during the 3rd financial quarter ended September 30,1999.
7. Acquisition/discontinuing Operations

The Company has acquired 1 ordinary share of RM 1 at par in Hydroscape Engineering (M) Sdn Bhd (HESB) on April 2, 1999 thereby increasing the Company’s shareholding in HESB from 50% to fully owned subsidiary. HESB has not commenced business since the date of incorporation. Therefore, the acquisition shall have no significant financial impact on the Group or the Company.

6.
Acquisition/discontinuing Operations (continued)
The Kuala Lumpur High Court had on July 16, 1999 ordered the winding-up of a 70% owned subsidiary of the Company, ICB Machineries Sdn Bhd (ICBM) and a provisional liquidator has been appointed for the liquidation. The provisional liquidator shall take custody and control of all property and assets of ICBM including its investments in ICB Coach Industries Sdn Bhd (100%), ICB Griffin Manufacturing Sdn Bhd (51%), ICB Griffin Marketing Sdn Bhd (51%), ICB Griffin Motorcycles Sdn Bhd (50%), ICB Service Centre Sdn Bhd (50%), ICB Parts Supplies Sdn Bhd (50%) and ICB Capital Sdn Bhd (50%).

However, there shall be no significant financial impact on the Group or the Company as the ICBM together with its subsidiaries have been dormant since 1998 and no earning were expected to be generated from the same.

8. Group Borrowings and Debts Securities


RM(‘000)



Security




- Secured
55,402



- Unsecured
141,768




197,170








Terms




Short term
174,386



Long term
22,784




197,170








Currency




Ringgit Malaysia
171,199



US Dollar (US$ 2.50 million)
9,448



HK Dollar (HK$ 33.78 million)
16,523




197,170



The term loan, bank overdrafts and revolving credits of the Company are supported by negative pledge against all the assets of the Company. One of the bank overdraft facility in the overseas subsidiary is jointly and severally guaranteed by a former director and a third party in their own capacity.

The Company guarantees the bank overdrafts of the subsidiary companies.

7. Group Borrowings and Debts Securities (continued)

The term loan and overdrafts of a subsidiary company are secured by a charge over the fixed assets of the said subsidiary company and are supported by corporate guarantee of the Company.

The term loan of another subsidiary company is secured as follows: -

i)  First fixed legal charge over the subsidiary company’s freehold land.

ii)  Debenture incorporating fixed and floating charge over all the assets of the subsidiary company; and

iii)  Corporate guarantee by the Company.   

The majority of the Group’s financiers and bankers have served notice of demand and/or filed legal proceedings against the Group, the Company and its subsidiaries for full repayment of its borrowings. 

8. 8.    Contingent Liabilities





RM (‘000)


Bank guarantee (secured)
-


Bank guarantee (unsecured)
2,270


Corporate guarantee
-


Other liabilities
23,695


Bank guarantee is in respect of performance guarantee for projects undertaken by the Group and Company.

Corporate guarantee is provided to creditors and bankers of subsidiary companies for credit facilities.

The other liabilities represent possible liquidated ascertained damages on projects undertaken and legal suit against the Company and its subsidiaries.

9.    Litigation

On September 9, 1999, Mr. Mak Kum Choon and Mr. Chu Siew Koon of Kassim Chan & Co have been appointed as Special Administrators (S.A) over the Company and two of its subsidiaries namely Instangreen (Landscape) Sdn Bhd and SPJ Construction Sdn Bhd (“the said companies”) by Pengurusan Danaharta Nasional Bhd (Danaharta) under Section 24 of the Pengurusan Danaharta Nasional Berhad Act 1998. 

With this appointment, the S.A. assume control the assets and affairs of the said companies and a 12 months moratorium will take effect from the date of appointment. During the moratorium period, no creditor may take any legal action against the said companies, this however, does not apply to other subsidiary companies. 

On July 16, 1999, a provisional liquidator had been appointed for ICB Machineries Sdn Bhd (ICBM) under the Court order as mentioned earlier in note 6.

9.  Litigation (continued)

The other major litigation against the subsidiary companies is as follows: -

1. Oriental Bank Berhad VS Botanic Landscape Consultants Sdn Bhd for overdraft facility of RM3.332 million.

2. Malayan Banking Berhad VS Lamdeal Holdings Ltd for term loan and overdraft facility of RM16.523 million.   

10.  Segmental Reporting
Analysis of results and assets employed


Turnover

Loss/profit before taxation

Assets employed


RM(‘000)

RM(‘000)

RM(‘000)

Analysis by activities






Golf course construction 
2,460

(10,905)

84

Membership, commission, golf club maintenance and operation income
5,493

57

120,258

Infrastructure and civil engineering
-

(126)

3,667

Trading, landscaping, machineries rental and consultancy.
481

(959)

1,346

Racing club operation income
-

51

116,869

Property development
-

(12,370)

16,934








Total
8,434

(24,252)

259,158








Analysis by geographical locations






Malaysia
2,941

(24,230)

22,740

Overseas
5,493

(22)

236,418








Total
8,434

(24,252)

259,158

11.   Review of Results

9. The Group is adversely affected by the uncertainties and economic crisis that has been widespread in the Asian region.
During the financial quarter under review, the Group recorded a turnover of RM 8.434 million and a pretax loss of RM 24.252 million.

10. The reported financial results basically due to the slow down of operation activities in golf course construction, landscape design and implementation, civil engineering, property development and machineries division and also the unsatisfactory performance in the operation of overseas subsidiaries in Hong Kong and China.   

11. 
The main contributory factors for the deteriorated results are high borrowing cost, provision for bad and doubtful debts, amortisation of goodwill and provision for liquidated damages in  property development project.

12 Current Year  Prospects


The S.A. will prepare workout proposal, which will be reviewed by Independent Advisor, and if the same proposal approve by Danaharta, the S.A. will call for a meeting of secured creditors to consider and vote on the proposal. Any concrete developments on this attempt will be announced when available.

13 Dividend

No dividend has been recommended for the 3rd financial quarter ended September 30,1999.

14 Y2K

The Group is currently upgrading the computer systems for the purpose of Y2K compliance and is confident that the year 2000 issue will have minimal effect on the Group’s operation.

15 Comparative Figures


There are no comparative figures for the preceding quarter as this is the 1st set of quarterly report prepared under the requirement of the amendment made to the Section 9 of the Securities Industry Act 1983.
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