POLY GLASS FIBRE (M) BHD

(Company No. 42138-X)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 28 FEBRUARY 2002

1. Group's Accounting Policies
There are no changes in the Group's accounting policies and methods of computations used in this quarterly financial statements as compared with the most recent annual audited financial statements and are in compliance with applicable approved accounting standards in Malaysia. 

It has been the Group’s accounting policy for the Group financial statements to include the financial statements of the Company and its subsidiary companies made up to the relevant period.  However, pursuant to the Court Order dated 12 June 2000 on the winding up petition by a main contractor of Golden Approach Sdn Bhd (“GASB”), the Official Receiver has been appointed as Liquidator of GASB.  Accordingly, the financial statements of GASB have not been consolidated in the Group’s financial statements commencing 1 June 2000.  At this juncture, the Company is unable to determine the recoverable amount of the Group’s investment in GASB, and therefore the consolidated results of the Group does not include any adjustments to that effect.

2. Exceptional Items
There were no exceptional items for the current quarter and financial year-to-date.

3. Extraordinary Items
There were no extraordinary items for the current quarter and financial year-to-date.
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4. Income tax
	
	
	Individual Quarter
	
	Cumulative Quarters
	
	
	
	

	
	
	Current Year
	
	Preceding Year
	
	Current Year
	
	Preceding

Year

	
	
	Quarter
	
	Quarter
	
	To Date
	
	To Date

	
	
	28 Feb 02
	
	28 Feb 01
	
	28 Feb 02
	
	 28 Feb 01

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

	Current taxation
	
	
	
	
	
	
	
	

	- Based on results

   for the year
	
	-
	
	128
	
	173
	
	128

	- Under provision in respect of prior year
	
	52
	
	-
	
	52
	
	-

	
	
	52
	
	128
	
	225
	
	128

	
	
	
	
	
	
	
	
	

	Deferred taxation
	
	
	
	
	
	
	
	

	- Based on results

   for the year
	
	341
	
	-
	
	341
	
	-

	
	
	
	
	
	
	
	
	

	- Under provision in respect of prior year
	
	159
	
	-
	
	159
	
	-

	
	
	500
	
	-
	
	500
	
	-

	
	
	
	
	
	
	
	
	

	
	
	552
	
	128
	
	725
	
	128


The tax charge is in respect of interest income during the current quarter and financial year-to-date.

5. Profits/(losses) on sale of unquoted investments and/or properties
There were no profits/(losses) on sale of unquoted investments and/or properties for the current quarter and financial year-to-date.

6. Quoted Securities
There were no purchases or disposals of quoted securities for the current quarter and financial year-to-date.
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7. Changes in Composition of the Group
There were no changes in the composition of the Group for the current quarter and financial year-to-date.

8. Status of Corporate Proposals
On 26 December 2001, the Board of Directors of the Company has resolved to further extend the utilisation period of the balance of RM202,000, which is earmarked for the upgrading of plant from December 2001 to June 2002 as the time frame for upgrading and completion is much longer than expected.

On 1 February 2002, the Company announced its proposal to revise part of its unutilised proceeds from the Rights Issue amounting to RM2.3 million as repayment of bank borrowings and working capital instead of creditors.

Information Circular dated 22 March 2002 in relation to revision of the original utilisation of rights issue proceeds has been circulated to the shareholders of the Company.

As at 18 April 2002, an amount of approximately RM8.41 million (after taking into consideration the revised utilisation) arising from the above Rights Issue exercise remain unutilised. 

9. Equity Structure
There were no issuance and repayment of debt and equity shares, shares buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year-to-date, apart from the following :-

a) the redemption of the RM20 million final tranche of the 3.0% redeemable bank guaranteed bonds (“Bonds”) with 21,066,667 detachable warrants which was due for redemption on 23 December 2001;

b) the 14,745,663 Replacement Warrants 2000/2001 issued to the holders of Warrants 1996/2001 pursuant to the RM50.0 million nominal amount of the 3.0% redeemable bank guaranteed bonds 1996/2001 had expired on 23 December 2001 in tandem with the maturity date of the Bonds and were removed from the Official List of the Exchange then; and

c) the Company’s Employees’ Share Option Scheme (“ESOS”) which was approved by the shareholders at the Extraordinary General Meeting held on 28 November 1996 and final approval obtained from the Registrar of Companies on 18 January 1997 had expired on 17 January 2002.  Any unexercised ESOS then had lapsed and ceased to have any binding effect on the Company.
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10. Group Borrowings 
	
	
	
	Borrowings
	

	
	
	
	RM’000
	

	Long term borrowings, secured
	
	
	
	

	Analysis of repayment
	
	
	
	

	
	
	
	
	

	Between 1 - 2 years
	
	
	376
	

	Between 2 - 5 years
	
	
	1,383
	

	Above 5 years
	
	
	317
	

	
	
	
	
	

	
	
	
	2,076
	

	
	
	
	
	

	Advance from a shareholder, unsecured
	
	
	14,000
	

	
	
	
	
	

	
	
	
	16,076
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	Borrowings
	

	
	
	
	RM’000
	

	
	
	
	
	

	Short term borrowings
	
	
	
	

	Secured
	
	
	
	

	   Short term loans
	
	
	341
	

	   Other borrowings
	
	
	2,940
	

	
	
	
	3,281
	

	
	
	
	
	

	Unsecured
	
	
	
	

	   Bank overdrafts
	
	
	101
	

	   Other borrowings
	
	
	5,290
	

	
	
	
	5,391
	

	
	
	
	
	

	
	
	
	8,672
	


11. Contingent Liabilities
There were no changes in contingent liabilities (other than material litigations disclosed in Note 13) since the last annual balance sheet date.

12. Off Balance Sheet Financial Instruments
There were no financial instruments entered into by the Group with off balance sheet risk as at 18 April 2002.
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13. Material Litigation
The Company - Poly Glass Fibre (M) Bhd (“Poly”)

Under Penang High Court Civil Suit No. 22-347-96 dated 26 October 1996, Poly has brought a claim of RM341,000 and general damages for loss of profit, costs and interests against Ong Peng Nam, Ong Kin Chua, Tan Choon Liak @ Tang Chung Peng, Kwok Sow Moy, Ong Peng Chor and Ong Soo Cheng for breach of undertaking.  The defendants agreed to sell to Poly their individual shareholdings in Insultech Sdn Bhd (“Insultech”) and warranted that certain equipments were part of the assets of Insultech and that the financial statements and accounts were accurate.  When Poly wanted to dismantle the equipment it was discovered that the equipment had been sold to a third party.  The hearing scheduled on 13 June 2001 was adjourned to 10 October 2001 for mention for case management.  At the mention on 10 October 2001, the court adjourned the matter for further case management on 13 December 2001.  The matter which was fixed for further mention on 8 February 2002 is now scheduled for hearing on 12 and 13 June 2002.

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.

Golden Approach Sdn Bhd (“GASB”)

i)
On 4 January 1999, Sri Binaraya Sdn Bhd (“SBSB”), a main contractor of GASB filed a winding-up petition pursuant to Section 218 of the Companies Act, 1965 in the Shah Alam High Court (“SAHC”) No. MT4-28-1-99 for the winding up of GASB on the grounds that GASB is unable to pay the alleged debt of RM2,108,820.  There was no judgement debt obtained by SBSB during presentation of the petition. The petition was advertised to be heard on 24 June 1999. On 20 May 1999, GASB’s solicitors filed a Notice of Motion to strike out the petition. The SAHC on 7 April 2000 dismissed the Motion to strike out the petition.

On 3 May 2000, the solicitors of GASB lodged an appeal against the SAHC’s decision to dismiss the Motion. Prior to the appeal on the Motion, the SAHC had on 12 June 2000 delivered judgement on the winding up petition by SBSB against GASB for the alleged debt and has allowed SBSB’s petition to wind up GASB.  As a consequence of the Court Order on the winding up petition, the Official Receiver has been appointed as Liquidator of GASB.

POLY GLASS FIBRE (M) BHD

(Company No. 42138-X)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 28 FEBRUARY 2002 (Cont'd)

13.
Material Litigation (Cont’d)
Golden Approach Sdn Bhd (“GASB”)

The Directors of the Company in consultation with legal counsels are of the view that the petition should have been dismissed with cost and accordingly, the solicitors have filed an appeal on 13 June 2000 to the Court of Appeal against the decision of the SAHC.  On 3 July 2000 the solicitors of GASB filed a Notice of Motion to the SAHC for a stay of execution pending appeal and subsequently the Company applied for stay under Section 243 of the Companies Act 1965 (Act 125).  On 22 November 2000, the SAHC granted an interim stay until April 2001, on which day the SAHC fixed to decide on the said stay application by GASB and the Company.


On 24 April 2001, the SAHC has deferred the decision to 25 September 2001 and further extended the interim stay granted on 22 November 2000 until 25 September 2001.  Subsequently the SAHC has advised GASB’s solicitors that the decision on the stay will be delivered on 19 October 2001.  On 19 October 2001, the SAHC adjourned the decision to 16 November 2001 and on which date the decision was adjourned to 10 January 2002.  On 10 January 2002, the presiding judge of the Shah Alam High Court MT3 adjourned the decision to 26 March 2002 for mention before Shah Alam High Court MT4 which will deal with both the motions.


On 26 March 2002, the judge directed that the written submissions filed by GASB on Notice of Motion for Stay of the winding up order applied by GASB and Notice of Motion filed by the Company under Section 243 of the Companies Act 1965 (Act 125) would be used as a basis for Court’s consideration for decision.  The Court has however directed that any further preliminary points to be raised are to be put in supplemental submission to reach the Court one month before the date of the decision which is fixed on 8 July 2002.  

The Court has also minuted that the interim stay of the winding up order on same terms as previously recorded would continue.

With regard to the Official Receiver, the Directors of GASB had, on 21 September 2000, received two (2) notices from the Official Receiver dated 18 September 2000 respectively, requesting for the following :

(a)
meeting on 5 October 2000 between the Directors and the Official Receiver; and

(b)
General Meeting on 12 October 2000 of the Creditors, Contributors and Directors to discuss matter relating to the disposal of GASB’s land known as HS (D) BP 394, PT No. 4020 and HS (D) BP 395,  PT No 4021 Mukim of Ulu Bernam, Daerah Batang Padang, Perak Darul Ridzuan.
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13.
Material Litigation (Cont’d)
Golden Approach Sdn Bhd (“GASB”)

A general meeting of the creditors, contributories and directors of GASB was held on 12 October 2000 (“the Meeting”).  During the Meeting, Ulu Behrang Estate Sdn Bhd (“UBE”) requested that the land known as HS (D) BP 394, PT No 4020 and HS (D) BP 395, PT No 4021 Mukim of Ulu Bernam, Daerah Batang Padang be reverted back to them on the ground that Clause 12(b)(ii) of the Sale and Purchase Agreement of the land has been breached.  The Official Receiver, however did not make any decision as to UBE’s request.  The Official Receiver then adjourned the Meeting sine die.  It is the opinion of the Directors in consultation with the legal counsel that UBE’s request is bad in law.  Further, UBE have not made such claims of ownership when alleging default of the Sale and Purchase Agreement by GASB in the Ipoh High Court.

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 10 May 1999, Adco-PJ Indah JV (“APJI”), a subcontractor of GASB served a Notice dated 10 May 1999 on GASB 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. 
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13.
Material Litigation (Cont’d)
Golden Approach Sdn Bhd (“GASB”)

iv)
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.


On 15 November 2000, the High Court allowed GASB’s appeal against the decision of the PTG and to give effect to the Court’s decision, the Court has ordered that :-

a) PTG takes such steps as may be necessary to endorse on the issued documents of title to the sub-divided lots a memorial to the effect that they were formerly part of the said land under the mother titles, or alternatively,

b) That they are in continuation to that under which the said lands were held and make the necessary endorsements on the issued documents of title to reflect such continuation.

v)
On 26 August 1999, Ulu Behrang Estate Sdn Bhd (“UBE”), the Vendor of the land currently being developed as Diamond Creeks Country Retreats (“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, by its failure to pay the scheduled payment; and

b)
The Power of Attorney granted by UBE to GASB is therefore null and void.


The High Court on 11 August 2000 allowed GASB’s application to expunge part of the affidavits filed by UBE. The High Court has however fixed no further hearing dates as the winding-up order as stated in the preceding paragraph (i) operates as an automatic stay of preceedings in respect of all legal actions against GASB.


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.
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13.
Material Litigation (Cont’d)
Golden Approach Sdn Bhd (“GASB”)

vi)
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 libellous 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 proceed with the suit, it would be struck out by the Court.

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

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

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


GASB has been served a court summons by one of its purchasers claiming among others item (a) and (b) above and a court summons by another purchaser claiming among others refund of monies paid due to alleged non-execution of the Sale and Purchase Agreement by GASB and the proprietor of the land.


GASB has provided for the liquidated damages in the financial statements per the terms and conditions of the Sale and Purchase Agreements in question.

There have been complaints lodged by several purchasers, inter-alia, demanding for rectification of certain defects in the properties purchased and/or alleging misrepresentation by GASB for failure to complete the construction of a golf course and recreational club. 
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13.
Material Litigation (Cont’d)
Golden Approach Sdn Bhd (“GASB”)

With regard to the Golf Course/Club development, the registered landowner of the Golf Course/Club is Diamond Power Berhad (“DPB”) who is also the developer of the facilities. DPB has commenced works on the Golf Course/Club however, has not completed the said works.  It is noted that Pengurusan Danaharta Nasional Berhad has offered for sale by tender the Golf Course/Club lands belonging to DPB on several occasions in the year 2000 and also in the year 2001.  The outcome of the tenders are not made known publicly.

PGF Marketing 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 Court of Appeal.  The Court of Appeal has on 10 May 2001 set aside the summary judgement and revert the action back to the High Court for trial.  PGFM has filed a motion for leave to appeal to the Federal Court.  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.

14.
Segmental Reporting
	Financial data by industry 

  segment  for the Group
	
	
	

	
	Current Year To Date
	As at
	

	
	28 February 2002
	28 February 2002
	

	
	Turnover
	Loss Before Taxation
	Gross Assets

Employed

	
	RM'000
	RM'000
	RM'000

	
	
	
	

	Manufacturing
	20,418
	(2,160)
	79,623

	Trading
	73
	(235)
	206

	Investment holding
	
	
	

	- property development
	-
	-
	103,047

	- others
	319
	(765)
	17,186

	
	
	
	

	
	20,810
	(3,160)
	200,062
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15.
Material Change in the Profit Before Taxation ("PBT") for the quarter reported on as compared to the results of the immediate preceding quarter
The Group recorded a loss before tax of RM1.348 million for the current quarter 28 February 2002 as compared to the immediate preceding quarter loss of RM1.423 million.

16.
Review of Performance of the Company and its Principal Subsidiaries for the current quarter and financial year-to-date
The Group registered a lower turnover of RM4.616 million for the current quarter as compared to the preceding year quarter of RM6.283 million due to weaker local and regional demand.  The Group loss before tax of RM1.348 million for the current year quarter as compared to the preceding year quarter loss before tax of RM0.814 million was mainly due to unrealised gain in foreign exchange from the consolidation of our China subsidiary in the preceding year quarter.

For the financial year-to-date, the Group achieved a turnover of RM20.81 million as compared to the preceding year of RM25.467 million, a drop of 18.28%.  The lower turnover was mainly attributed to the lower local and regional demand for its glasswool products.  However, the Group recorded a lower loss before tax of RM3.16 million as compared to the preceding year-to-date loss of RM4.681 million due to interest savings in lower bank borrowings, unrealised gain in foreign exchange from the consolidation of our Indonesian subsidiary and the non-consolidation of the current year-to-date financial results of Golden Approach Sdn Bhd as explained in Note 1.

17.
Material events subsequent to the end of the period reported on not reflected in the financial statements for the said period

Other than as disclosed in note 11 and note 13, there were no material events subsequent to Balance Sheet date as at 18 April 2002.

18.
Seasonal or Cyclical Factors
During the Festive Season of Hari Raya  Puasa and Chinese New Year the glasswool business is expected to fall by 20%.
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19.
Prospects for the Current Financial Year
The demand for glasswool business is expected to improve in tandem with the positive economic recovery in the regional markets.

For the property development division, the subsidiary Golden Approach Sdn Bhd. (GASB) is expected to incur further losses in the current financial year due to the legal suits which have not been resolved yet and are being litigated in the court of law.  This does not take into consideration of the uncertainty over the outcome of GASB’s application for the stay of execution of the winding up order or appeal  to the Court of Appeal.

20.
Variance of Actual Profit from Forecast Profit
Not Applicable.

21.
Dividend
The Board of Directors does not recommend any dividend for the year ended 28 February 2002.

By Order of the Board

Ch’ng Lay Hoon

Company Secretary

Dated this [  ] April  2002

