POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

(UNAUDITED)

CONSOLIDATED BALANCE SHEET AS 31 AUGUST 1999


As at end of quarter 31.8.99

As at preceding financial year end 28.2.99


RM’000

RM’000






FIXED ASSETS
79,575

78,726

OTHER INVESTMENTS
514

514

NON-CURRENT DEVELOPMENT PROPERTIES
98,186

98,186

INTANGIBLE ASSETS 
1,718

1,858






CURRENT ASSETS




Development-in-progress
98,747

98,546

Stocks
4,648

4,243

Trade debtors
7,947

7,603

Other debtors, deposits and prepayments
5,143

4,470

Tax refundable
1,092

1,091

Fixed deposits 
20,868

21,272

Cash and bank balances
162

254


138,607

137,479

CURRENT LIABILITIES




Trade creditors
9,097

9,461

Other creditors and accruals
22,447

19,036

Short term borrowings
38,691

38,197

Redeemable  bank guaranteed bonds 1996/2001
10,000

10,000

Provision for taxation
8,847

9,322







89,082

86,016

NET CURRENT ASSETS
49,525

51,463


229,518

230,747

SHAREHOLDERS’ FUNDS




SHARE CAPITAL
79,013

79,013

RESERVES




Share premium
71,808

71,808

Revaluation reserve
470

470

Exchange fluctuation reserve
3,270

795

Gain on disposal of a subsidiary company
670

670

Retained profits/(Accumulated losses)
(21,004)

(17,746)

Reserve on consolidation
13,006

13,006







68,220

69,003







147,233

148,016






REDEEMABLE BANK GUARANTEED BONDS 1996/2001
40,000

40,000

LONG TERM LIABILITIES
2,962

3,202

DEFERRED TAXATION
39,323

39,529







229,518

230,747






Net tangible assets per share (sen)
184.1

185.0

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

              (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999

1.
GROUP’S ACCOUNTING POLICIES


There are no changes in the Group’s accounting policies and methods of computations used in this quarterly financial statement as compared with the most recent annual financial statements.

2.
EXCEPTIONAL ITEMS


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

3.
EXTRAORDINARY ITEMS


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

4.
TAXATION


Individual Quarter
Cumulative Quarter


Current year quarter

Current year 

to date

Preceding year corresponding quarters


RM’000

RM’000

RM’000








Current taxation













Based on results for the period
232

232

269

Overprovision in prior year
(620)

(620)

(634)


(388)

(388)

(365)

Deferred taxation













Transfer from deferred taxation
(206)

(206)

62









(594)

(594)

(303)

5.
PRE-ACQUISITION PROFIT


There were no pre-acquisition profits for the current financial year to date.

6.
PROFIT ON SALE OF INVESTMENTS AND/OR PROPERTIES


There were no profits on sale of investments and/or properties for the current financial year to date.

7.
QUOTED SHARES


There were no purchases or disposals of quoted shares for the current financial year to date.

8.
CHANGES IN COMPOSITION OF THE GROUP


There were no changes in the composition of the Group during current financial year to date.

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

             (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999  (Cont’d)

9.
STATUS OF CORPORATE PROPOSALS


On 17 September 1999, the Company has announced and proposed a renounceable two-calls rights issue up to 107,957,488 new ordinary shares at an issue price of RM1 per share (of which the first call of RM0.65 per share is payable in cash on application and the second call of RM0.35 per share payable out of the Company’s share premium account) together with up to 53,978,744 warrants on the basis of two new shares with one detachable rights warrant for every two existing ordinary shares held. As at the date of this announcement, the proposed exercise has not completed.

10.
SEASONAL OR CYCLICAL FACTORS


The seasonal factors for the glasswool business are mainly during the festive months of Hari Raya Puasa and Chinese New Year, where turnover from glasswool is expected to fall by about 30 per cent for a period of about two months a year.

11.
EQUITY STRUCTURE


There were no issuance and repayment of debt and equity shares, shares buy-backs, shares cancellations, shares held as treasury shares, resale of treasury shares and issuance of ordinary shares pursuant to the Company’s Employee’s Share Option Scheme and warrants for the current financial year to date.

12.
GROUP BORROWINGS AND DEBT SECURITIES




Redeemable




Bank


Long term

Guaranteed


borrowing,

Bonds


secured

1996/2001


RM’000

RM’000

Analysis of repayment :





521

20,000

Between 1 - 2 years
1,648

20,000

Between 2 - 5 years
793

-

Above 5 years





2,962

40,000






Short term borrowings


RM’000






Secured









Bank overdrafts


7,961

Short term loans


1,252









9,213






Unsecured









Bank overdrafts


13,009

Short term loans


5,985

Other borrowings


10,484









29,478









38,691

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

              (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999  (Cont’d)

13.
CONTINGENT LIABILITIES

(i) The Company has issued corporate guarantees to financial institutions for banking facilities granted to certain subsidiary companies up to a limit of RM22.4 million of which RM12.8 million was utilised as at 31 August 1999


The Company has also issued corporate guarantee to a financial institution for banking facilities granted to a previous subsidiary.  The Company is in the process of discharging this corporate guarantee.

(ii) The Company has undertaken to provide financial support to one of its subsidiary company to enable it to continue operating as a going concern.

14.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


The Group does not have any financial instruments with off balance sheet risk.

15.
MATERIAL LITIGATION


The following are pending litigations filed:


Golden Approach Sdn. Bhd.

(i)
On 4 January 1999, Sri Binaraya Sdn Bhd (“SBSB”), a main contractor of Golden Approach Sdn Bhd (“GASB”) filed a winding up petition in the Shah Alam High Court No. MT4-28-1-99 for the winding up of GASB on the grounds that GASB is unable to pay alleged debt of RM2,108,820.  As at to date, no judgement has been obtained by SBSB on the alleged debt.  The petition was advertised to be heard on 24 June 1999.  On 20 May 1999, GASB filed a Notice of Motion to strike out the petition and this was heard in the Court on 7 July 1999.  An affidavit in opposition to the petition has also been filed on 17 June 1999.  To date, solicitors from both parties have made written submission to the Court and the next hearing is scheduled on 30 November 1999.


The Directors of the Company in consultation with legal counsels are of the view that the petition should be struck out or dismissed with cost.

(ii)
On 11 February 1999, Weathered & Howe (M) Sdn Bhd (“W&H”), an Engineering Consultant of GASB served a Notice dated 5 February 1999 pursuant to Section 218 of the Companies Act, 1965 demanding payment of RM239,885.  The Notice contained errors which amongst others, on amounts paid by GASB.  Further, there are outstanding issues which have yet to be resolved between W&H and GASB.  W&H have not proceeded any further action since the response by GASB’s solicitors after the service of the Notice.


The Directors of the Company in consultation with legal counsels are of the view that there are no debts owing to W&H until such issues are resolved with W&H.

(iii)
On 12 May 1999, Pembinaan Tasja Sdn Bhd ("PTSB"), a main contractor of GASB has served a Notice dated 10 May 1999 pursuant to Section 218 of the Companies Act, 1965 demanding payment of RM2,028,181.  GASB through its solicitors had in a letter dated 2 June 1999 disputed and denied the said amount.  The solicitors of PTSB admitted errors in their earlier notice and had on 7 June 1999, reissued a fresh notice to GASB demanding payment of RM1,316,784 instead of the earlier amount and GASB similarly disputed the revised amount demanded.  As at to-date, no judgement has been obtained by PTSB on the alleged debt.  On 19 October 1999, the solicitors for PTSB served a petition (Kuala Lumpur High Court No. D5-28-563-1999) dated 9 July 1999 for the hearing to be heard on 2 November 1999.

The Directors of the Company in consultation with legal counsels are of the view that the petition should be struck out or dismissed with cost.

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

              (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999 (Cont’d)

15.
MATERIAL LITIGATION (Cont’d)

(iv)
On 10 May 1999, Adco-PJ Indah JV ("APJI"), a subcontractor of GASB served a Notice dated 10 May 1999 pursuant to Section 218 of the Companies Act, 1965 demanding payment of RM1,134,216 from GASB. GASB has through its solicitors in a letter dated 26 May 1999 rebutted the said Notice and amongst others that the works were contracted between SBSB as main contractor and APJI as subcontractor and therefore, there is no privity of contract between GASB and APJI where such claims for payment are made.

The Directors of the Company in consultation with legal counsels are of the view that APJI have no grounds to proceed with a winding up petition for the alleged debt of RM1,134,216.

(v)
On 6 July 1999, GASB served an Originating Motion (Ipoh High Court No. 4-21-38-99) on the Pengarah Tanah Dan Galian, Perak Darul Ridzuan ("PTG") seeking the following declaration from the High Court:

(a) That the decision of the PTG to reject the Power of Attorney dated 18 May 1994 given over the mother titles which have been surrendered to the State Authority as it is no longer enforceable over the individual titles which have been alienated is invalid; and

(b) That the PTG is required to enforce the Power of Attorney dated 18 May 1994 over the individual titles which have been alienated.

The matter is fixed for hearing on 25 November 1999.

The Directors of the Company in consultation with legal counsels are of the view that the Power of Attorney is valid and irrevocable for the land already purchased and paid by GASB.

(vi)
On 26 August 1999, Ulu Behrang Estate Sdn Bhd ("UBE"), the Vendor of the land currently being developed as DCCR served an Originating Summons (Ipoh High Court No 24-736-1999) seeking the following declaration from the High Court:

(a) GASB is in breach of Clause 12(b)(i) of the Sale and Purchase Agreement, that is failure to pay the scheduled payment; and 

(b) The Power of Attorney is therefore null and void.

The Directors of the Company in consultation with legal counsels are of the view that the purchase of the land is on a piece meal basis and the Power of Attorney is valid and irrevocable for the land already purchased and paid by GASB.

(vii)
On 8 April 1999, a Writ of Summons from Kuala Lumpur High Court with Suit No. S2-23-28-1999 was served on GASB as defendant by its main contractor, SBSB.  The suit is a defamation suit alleging that the defendant, GASB had made defamatory statements regarding SBSB to SBSB’s solicitors via a letter sent by GASB’s solicitors dated 23 December 1998 to SBSB’s solicitors in response to SBSB’s letter issued pursuant to Section 218 of the Companies Act, 1965.  SBSB is claiming compensatory damages to the amount of RM50 million.  GASB has filed an application in the Kuala Lumpur High Court to strike out the defamation suit.  On 10 August 1999 the Learned Senior Assistant Registrar granted the application to strike out the defamation suit with costs to be agreed between the parties, therefore no further provision is required in the financial statements with regard to this matter.  The solicitors for the plaintiff and defendant have not agreed on the costs to date.

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

              (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999 (Cont’d)

15. MATERIAL LITIGATION (Cont’d)

(a) (viii)
APJI issued two Letters of Demand dated 4 February 1999 and 12 February 1999 respectively to GASB claiming that a letter dated 23 December 1998 issued by GASB via its solicitors, Messrs. Cheong Wai Meng & Van Buerle to SBSB (which was forwarded to APJI by SBSB through a letter on 27 January 1999) is defamatory.  The letters demand, inter alia, an apology and donation of a sum of RM2,000,000 to be donated to a charity chosen by APJI.  GASB has vide a letter dated 12 February 1999 requested APJI to direct its comments to SBSB as they are not the author of the letter dated 27 January 1999.  APJI replied vide a letter dated 22 February 1999 stating that the libelous publication was contained in the letter dated 23 December 1998 from Messrs. Cheong Wai Meng & Van Buerle to YP Chan & Associates written upon the instructions of GASB.  SBSB themselves instituted court proceedings (Civil Suit No. S2-23-28-1999) on GASB regarding the letter of 23 December 1998 from GASB’s solicitors on very similar grounds as alleged by APJI.  The Learned Senior Assistant Registrar of the Court has on 10 August 1999 granted the application by GASB’s solicitors to strike out the SBSB’s suit.

The Directors of the Company in consultation with legal counsels are of the view that should APJI proceeds with the suit, it will be struck out by the Court.

(ix) Some purchasers of the properties of DCCR have made various demands against GASB claiming, inter-alia, the following:

(b) Liquidated damages for late delivery of their respective properties; and /or

(c) Termination of their respective sale and purchase agreements and refund of the monies paid pursuant thereto.

In addition, some complaints have been lodged by various other purchasers, inter-alia, demanding for rectification of certain defects in the properties purchased and/or alleging misrepresentation by GASB for failure to complete construction of a golf course and recreational club.  GASB has provided for the liquidated damages in the accounts as per the terms and conditions of the sale and purchase agreement.

Poly Glass Fibre (M) Bhd.

· Under Penang High Court Civil Suit No. 22-347-96 dated 26 October 1996, Poly Glass has brought a claim of RM341,000 and general damages for loss of profit, costs and interests against Ong Peng Nam and six (6) others for breach of undertaking.  The Defendants agreed to sell Poly Glass their individual shareholdings in Insultech Sdn. Bhd. (“Insultech”) and warranted that certain equipment were part of the assets of Insultech and that the financial statements and accounts were accurate.  When Poly Glass wanted to dismantle the equipment it was discovered that the equipment had been sold to a third party.  Poly Glass has set down matter for trial and awaiting the Court to set a hearing date.

The Directors of the Company in consultation with legal counsels are of the view that the Company has a good case for the refunds of costs of the equipment at RM341,000.  Their claim for loss of profits (consequential loss) however, will depend on the evidence they can produce.

PGF Marketing (M) Sdn. Bhd. (“PGFM”)

· Under Penang High Court Civil Suit No. 22-88-98, PGFM has brought an action against its distributor, Insulmark Sdn. Bhd. and guarantor, Lim Shaw Hing for monies outstanding in respect of goods sold and delivered for the principal sum of RM409,876 delivered by PGFM.  A summary of judgement against the guarantor had been obtained on 24 August 1998.  The guarantor’s appeal to the judge in chambers had been dismissed on 6 November 1998 and he has appealed to the Court of Appeal.  Judgement in default against the distributor was set aside on 7 April 1999 but PGFM’s appeal was allowed on 8 October 1999, hence judgement in default stands.

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

              (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999 (Cont’d)

16.
SEGMENTAL REPORTING


Financial data by industry segment for the Group




(Loss)/Profit






before

Gross assets


Turnover

taxation

employed


RM’000

RM’000

RM’000








Manufacturing
9,722

(1,836)

93,975

Trading
435

(160)

           436

Investment holding
216

1

17,619

Property development
817

(1,857)

204,852









11,190

(3,852)

316,882

17.
MATERIAL CHANGE IN THE PROFIT BEFORE TAXATION COMPARED TO THE RESULTS OF THE PRECEDING QUARTER


Not applicable since results of the preceding quarter were not required to be compiled for announcement.

POLY GLASS FIBRE (M) BERHAD

(Company No. 42138 - X)

(Incorporated in Malaysia)

              (UNAUDITED)

NOTES TO FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 31 AUGUST 1999 (Cont’d)

18.
REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES


The Group reported a lower turnover of RM11.2 million for the two quarters ended 31st August, 1999 as compared to the previous corresponding period of RM14.2 million. The lower turnover was mainly attributed to poor performance of its subsidiaries Golden Approach Sdn. Bhd. which is developing the Diamond Creeks Country Retreat.

19.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR


The Group performance is not expected to improve further as yet as there is a time lag in the recovery of the business environment in which the Group is operating.

20.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT


Not Applicable.

21.
DIVIDEND


The directors do not recommend any dividend for the quarter ended 31 August 1999

22.
YEAR 2000 (“Y2K”) COMPLIANCE


The Company is now Y2K ready and contingency plans have been set up to ensure smooth operations.
By Order of the Board

Ch’ng Lay Hoon

Company Secretary

Dated this 28th day of October 1999

