Cygal Berhad refers to its application to the Securities Commission (SC) for, amongst others, the following:

(i) To implement the Proposed Rights Issue on a minimum subscription basis of 15,000,000 Rights Shares together with 15,000,000 free Warrants (Proposed Minimum Subscription); and

(ii) Waiver from compliance with one of the conditions imposed by the SC in its letter dated Dec. 11, 2002 where Cygal/Newco is required to implement a fund raising through equity issuance to raise at least MYR10 million for the working capital of Cygal/Newco as part of the proposals under the proposed restructuring scheme of Cygal as approved by the SC.
The SC has:

(i) Approved the Proposed Minimum Subscription; and

(ii) Declined the Proposed Waiver.
 DETAILS OF THE PROPOSED REVISED RIGHTS ISSUE

In compliance with the SC Condition, Cygal proposes to implement a revised rights issue to raise the additional MYR10 million for the working capital of Cygal/Newco. As such, Cygal proposes to revise the Proposed Rights Issue to issue up to 40,952,574 Rights Shares together with up to 40,952,574 Warrants for free at an issue price of MYR1.00 per Rights Share on the basis of eight (8) Rights Shares with eight (8) free Warrants for every seven (7) Newco Shares held after the Proposed Share Exchange. 

The Proposed Revised Rights Issue will be implemented on the basis of a minimum subscription of 25,000,000 Rights Shares together with 25,000,000 free Warrants.
In view of the Proposed Revised Rights Issue, Cygal Holdings Sdn Bhd (CHSB) has on March 25, 2005, given an unconditional and irrevocable written undertaking to subscribe for or procure the subscription for the whole of its entitlement of the Proposed Revised Rights Issue of 16,426,360 Rights Shares and 16,426,360 free Warrants as well as excess application for up to 8,573,640 additional Rights Shares and 8,573,640 free Warrants. In view of the undertaking by CHSB, underwriting is not required for the Proposed Revised Rights Issue.

 RATIONALE FOR THE PROPOSED REVISED RIGHTS ISSUE

The Proposed Revised Rights Issue is undertaken to comply with the SC Condition. Under the Proposed Revised Rights Issue, Cygal/Newco is expected to raise an additional MYR10,000,000 as compared to the Proposed Rights Issue. This additional MYR10,000,000 proceeds from the Proposed Revised Rights Issue will be utilized for Cygal/Newco's working capital purposes. 

EFFECTS OF THE PROPOSALS

The Proposed Revised Rights Issue shall replace the Proposed Rights Issue as part of the Proposals.
1.1 Share Capital
The effects of the Proposals on the share capital of Cygal and Newco are as set out in Table 1.
1.2 Earnings
The Proposals will not have any material effect on the earnings of Cygal and its subsidiaries for the financial year ending Dec. 31, 2005, as the Proposals are expected to be completed only in December 2005. Nevertheless, the Proposals are expected to contribute positively to the future earnings of Cygal/Newco and its subsidiaries.

1.3 Net Tangible Assets (NTA)
The effects of the Proposals on the consolidated NTA of Newco, based on the audited consolidated balance sheet of Cygal as at Dec. 31, 2003, are as set out in Table 2.

The NTA per share of Cygal will improve from a net liability per Cygal Share of MYR4.46 to a NTA per share of MYR0.42 (based on Proposed Revised Minimum Subscription) and MYR0.45 (based on full subscription basis) after the Proposals, assuming full conversion of the ICULS A and ICULS B but prior to the conversion of the RCSLS and full exercise of the Warrants.

1.4 Substantial Shareholders
The effects of the Proposals on the shareholdings of the substantial shareholders of Cygal are as set out in Table 3. The effect on the shareholdings of the substantial shareholders of Cygal pursuant to the Proposed Debt Restructuring will only arise upon conversion of the ICULS A, ICULS B and RCSLS to be issued pursuant to the Proposed Debt Restructuring.
1.5 Dividends
The Company did not declare any dividend for the financial year ended Dec. 31, 2004, and does not expect to declare any dividend for the financial year ending Dec. 31, 2005.

UTILIZATION OF PROCEEDS 

Under the Proposed Revised Rights Issue, Cygal/Newco is expected to raise up to MYR40,952,574 with minimum proceeds of MYR25,000,000, being an additional MYR10 million from the Proposed Rights Issue with minimum proceeds of MYR15,000,000. The proceeds are proposed to be utilized as set out in Table 4, and are expected to be fully utilized by 2007. Future proceeds from the exercise of Warrants, the quantum of which is dependent upon the actual number of Warrants to be exercised and the exercise price of the Warrants, are proposed to be utilized to redeem the RCSLS to be issued pursuant to the Proposed FI Scheme.
TABLE 1 - EFFECTS OF THE PROPOSALS ON THE SHARE CAPITAL OF CYGAL AND NEWCO
	
	
	
	Proposed      Revised Minimum

Subscription
	
	Full

subscription

	
	
	
	
	
	

	
	Number of
Cygal Shares
	
	Number of
Newco Shares
	
	Number of
Newco Shares

	Existing as at 15 March 2005
	47,778,000
	
	2
	
	2

	Upon the Proposed Share Exchange
	47,778,000
	
	35,833,502
	
	35,833,502

	To be issued pursuant to the Proposed Revised Rights Issue
	-
	
	25,000,000
	
	40,952,574

	
	47,778,000
	
	60,833,502
	
	76,786,076

	To be issued pursuant to the Proposed LISB Subscription
	-
	
	6,441,000
	
	6,441,000

	To be issued pursuant to the Proposed CPSB Acquisition
	-
	
	21,031,000
	
	21,031,000

	
	47,778,000
	
	88,305,502
	
	104,258,076

	Upon full conversion of the ICULS A (1)
	-
	
	141,703,324
	
	141,703,324

	Upon full conversion of the ICULS B (2)
	-
	
	21,950,130
	
	21,950,130

	Upon full conversion of the RCSLS (3)
	-
	
	83,290,604
	
	83,290,604

	Upon full exercise of the Warrants (4)
	-
	
	25,000,000
	
	40,952,574

	Enlarged share capital
	47,778,000
	
	360,249,560
	
	392,154,708


Notes:

(1) The conversion price shall be satisfied by tendering RM1.00 nominal value of ICULS A for one (1) Newco Share.

(2) The conversion price shall be satisfied by tendering RM2.00 nominal value of ICULS B for one (1) Newco Share.

(3) The conversion price shall be satisfied by tendering RM1.00 nominal value of RCSLS for one (1) Newco Share.

(4) For illustration purposes, the exercise price is assumed to be fixed at RM1.00 subject to adjustments in accordance with the provisions of a Deed Poll to be executed.

TABLE 2 - EFFECTS OF THE PROPOSALS ON THE CONSOLIDATED NTA OF NEWCO 
Proposed Revised Minimum Subscription

	
	Cygal
	<------------------------------------------------------------- Newco ----------------------------------------------------->

	
	
	
	(i)
	(ii)
	(iii)
	(iv)
	(v)
	(vi)

	
	As at 31 December
2003
	Existing
	After

Proposed Share
Exchange
	After (i) and

Proposed Debt
Restructuring
	After (ii) and
Proposed
Revised Rights Issue 
	#After (iii) and
Proposed 
Acquisitions
	After (iv) and
full conversion
of ICULS A
and ICULS B
	After (v) and full exercise 
of Warrants and conversion of  RCSLS 

	
	RM 000
	RM
	RM 000
	RM 000
	RM 000
	RM 000
	RM 000
	RM 000

	Share capital
	47,778
	2
	35,834
	35,834
	60,834
	88,306
	251,959
	360,250

	Share premium
	31,568
	-
	-
	-
	-
	-
	21,950
	21,950

	Capital reserve on consolidation
	828
	-
	-
	-
	-
	-
	-
	-

	Foreign exchange reserve
	382
	-
	-
	-
	-
	-
	-
	-

	Accumulated losses
	
	
	
	
	
	
	
	

	· Existing balance
	(293,489)
	-
	-
	-
	-
	-
	-
	-

	· Goodwill written off
	-
	-
	^ (154,895)
	(154,895)
	(154,895)
	(154,895)
	(154,895)
	(154,895)

	· Discount on issuance of ICULS
	-
	-
	-
	+(11,328)
	(11,328)
	(11,328)
	(11,328)
	(11,328)

	· Estimated expenses 
	-
	-
	-
	@ (1,800)
	(1,800)
	(1,800)
	(1,800)
	(1,800)

	
	
	
	
	
	
	
	
	

	NTA/(Net Liabilities (“NL”))
	(212,933)
	2
	(119,061)
	(132,189)
	(107,189)
	(79,717)
	105,886
	214,177

	NTA/(NL) per share (RM)
	(4.46)
	1.00
	(3.32)
	(3.69)
	(1.76)
	(0.90)
	0.42
	0.59


Full subscription 

	
	Cygal
	<------------------------------------------------------------- Newco ----------------------------------------------------->

	
	
	
	(i)
	(ii)
	(iii)
	(iv)
	(v)
	(vi)

	
	As at 31 December
2003
	Existing
	After

Proposed Share
Exchange
	After (i) and

Proposed Debt
Restructuring
	After (ii) and
Proposed
Revised Rights Issue 
	#After (iii) and
Proposed 
Acquisitions
	After (iv) and
full conversion
of ICULS A
and ICULS B
	After (v) and full exercise 
of Warrants and conversion of  RCSLS 

	
	RM 000
	RM
	RM 000
	RM 000
	RM 000
	RM 000
	RM 000
	RM 000

	Share capital
	47,778
	2
	35,834
	35,834
	76,786
	104,258
	267,912
	392,155

	Share premium
	31,568
	-
	-
	-
	-
	-
	21,950
	21,950

	Capital reserve on consolidation
	828
	-
	-
	-
	-
	-
	-
	-

	Foreign exchange reserve
	382
	-
	-
	-
	-
	-
	-
	-

	Accumulated losses
	
	
	
	
	
	
	
	

	· Existing balance
	(293,489)
	-
	-
	-
	-
	-
	-
	-

	· Goodwill written off
	-
	-
	^ (154,895)
	(154,895)
	(154,895)
	(154,895)
	(154,895)
	(154,895)

	· Discount on issuance of ICULS
	-
	-
	-
	+(11,328)
	(11,328)
	(11,328)
	(11,328)
	(11,328)

	· Estimated expenses 
	-
	-
	-
	@ (1,800)
	(1,800)
	(1,800)
	(1,800)
	(1,800)

	
	
	
	
	
	
	
	
	

	NTA/(NL)
	(212,933)
	2
	(119,061)
	(132,189)
	(91,237)
	(63,765)
	121,839
	246,082

	NTA/(NL) per share (RM)
	(4.46)
	1.00
	(3.32)
	(3.69)
	(1.19)
	(0.61)
	0.45
	0.63


Notes:

^

Based on the 35.834 million new Newco Shares issued at an issue price of RM1.00 pursuant to the Proposed Share Exchange and the adjusted NL of Cygal as at 31 December 2003 of RM119.061 million after taking into the account the estimated interest and penalties (accruing up to 31 December 2003) of RM93.872 to be waived million pursuant to the Proposed Debt Restructuring. 

#

The Proposed Acquisitions are accounted for using Acquisition Accounting method.

@

After taking into account estimated expenses incidental to the Proposals of RM1.8 million.

+

Discount on issue of ICULS A.

TABLE 3 - EFFECTS OF THE PROPOSALS ON THE SHAREHOLDINGS OF THE SUBSTANTIAL SHAREHOLDERS OF CYGAL 
Proposed Revised Minimum Subscription

	
	<----------------------- Cygal ------------------------>
	<------------------------------------------------- Newco ----------------------------------------------------->

	
	
	(i)
	(ii)

	
	
Existing as at 15 March 2005
	After Proposed Share Exchange
	(3)After (i) and the
Proposed Revised Rights Issue

	
	<------ Direct ------>
	<------ Indirect ------>
	<------ Direct ------>
	<------ Indirect ------>
	<------ Direct ------>
	<----- Indirect------>

	
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%


	CHSB
	19,164,086
	40.11
	-
	-
	14,373,065
	40.11
	-
	-
	39,373,065
	64.72
	-
	-

	Syed Zain Al-Kudcy bin Dato’ Syed Mahmood
	978,000
	2.05
	 (1) 19,164,086 
	40.11
	733,500
	2.05
	 (1)14,373,065
	40.11
	733,500
	1.21
	(1) 39,373,065
	64.72

	Dato’ Seow Yong Chin
	-
	-
	 (1) 19,164,086 
	40.11
	-
	-
	(1)14,373,065
	40.11
	-
	-
	(1) 39,373,065
	64.72

	Datuk Bujang bin Buyong @
Jislen bin Bagong, JP
	30,000
	0.06
	 (1) 19,164,086 
	40.11
	22,500
	0.06
	(1)14,373,065
	40.11
	22,500
	0.04
	(1) 39,373,065
	64.72

	Wong Siew Ting
	2,586,200
	5.41
	-
	-
	1,939,650
	5.41
	-
	-
	1,939,650
	3.19
	-
	-


	
	<--------------------------------------------------------------------------------------- Newco ----------------------------------------------------------------------------->

	
	(iii)
	(iv)
	

	
	
(4)After (ii) and
the Proposed Acquisitions
	(5)After (iii) and
upon full conversion of
ICULS A and ICULS B
	
(5)After the (iv) and upon full exercise
of Warrants and conversion of RCSLS

	
	<----- Direct ------>
	<----- Indirect ------>
	<----- Direct ------>
	<----- Indirect ------>
	<----- Direct ------>
	<----- Indirect ------>

	
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%


	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%

	CHSB
	39,373,065
	44.59
	-
	-
	39,373,065
	15.63
	-
	-
	64,373,065
	17.87
	-
	-

	Syed Zain Al-Kudcy bin Dato’ Syed Mahmood
	7,246,326
	8.21
	(1) 39,373,065
	44.59
	7,246,326
	2.88
	(1) 39,373,065
	15.63
	7,246,326
	2.01
	(1)  64,373,065
	17.87

	Dato’ Seow Yong Chin
	10,176,290
	11.52
	(2) 45,814,065
	51.88
	10,176,290
	4.04
	(2) 45,814,065
	18.18
	10,176,290
	2.82
	(2) 70,814,065
	19.66

	Datuk Bujang bin Buyong @
Jislen bin Bagong, JP
	22,500
	0.03
	(1) 39,373,065
	44.59
	22,500
	0.01
	(1) 39,373,065
	15.63
	22,500
	0.01
	(1)  64,373,065
	17.87

	Wong Siew Ting
	1,939,650
	2.20
	-
	-
	1,939,650
	0.77
	-
	-
	1,939,650
	0.54
	-
	-


Notes:

(1) Deemed interest in shares held by CHSB.
(2) Deemed interest in shares held by Lau Ing Keh of 3,220,500 shares, A. Malik bin Munadi of 3,220,500 shares and CHSB. Lau Ing Keh and A. Malik bin Munadi are persons acting in concert with Dato’ Seow Yong Chin.

(3) Assuming none of the substantial shareholders subscribe to the Rights Shares, save for CHSB.

(4) Assuming the consideration shares to be issued pursuant to the Proposed CPSB Acquisition are issued to Syed Zain Al-Kudcy bin Dato’ Syed Mahmood, Rohizir Abdul Rashid and Dato’ Seow Yong Chin (“CPSB Vendors”).

Full subscription
	
	<----------------------- Cygal ------------------------>
	<-------------------------------------------------------- Newco ------------------------------------------------>

	
	
	(i)
	(ii)

	
	
Existing as at 15 March 2005
	After Proposed Share Exchange
	(3) After (i) and the
Proposed Revised Rights Issue

	
	<------ Direct ------>
	<------ Indirect ------>
	<------ Direct ------>
	<------ Indirect ------>
	<------ Direct ------>
	<------ Indirect ------>

	
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%


	CHSB
	19,164,086
	40.11
	-
	-
	14,373,065
	40.11
	-
	-
	30,799,425
	40.11
	-
	-

	Syed Zain Al-Kudcy bin Dato’ Syed Mahmood
	978,000
	2.05
	 (1) 19,164,086 
	40.11
	733,500
	2.05
	 (1)14,373,065
	40.11
	1,571,786
	2.05
	(1) 30,799,425
	40.11

	Dato’ Seow Yong Chin
	-
	-
	 (1) 19,164,086 
	40.11
	-
	-
	(1)14,373,065
	40.11
	-
	-
	(1) 30,799,425
	40.11

	Datuk Bujang bin Buyong @
Jislen bin Bagong, JP
	30,000
	0.06
	 (1) 19,164,086 
	40.11
	22,500
	0.06
	(1)14,373,065
	40.11
	48,214
	0.06
	(1) 30,799,425
	40.11

	Wong Siew Ting
	2,586,200
	5.41
	-
	-
	1,939,650
	5.41
	-
	-
	4,156,393
	5.41
	-
	-


	
	<------------------------------------------------------------------------------------ Newco ------------------------------------------------------------------------------------>

	
	(iii)
	(iv)
	

	
	
(4)After (ii) and
the Proposed Acquisitions
	After (iii) and
 full conversion of
ICULS A and ICULS B
	
After the (iv) and full exercise
of Warrants and conversion of RCSLS

	
	<----- Direct ------>
	<----- Indirect ------>
	<----- Direct ------>
	<----- Indirect ------>
	<----- Direct ------>
	<----- Indirect ------>

	
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%


	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%
	No. of
ordinary
shares held
	

%

	CHSB
	30,799,425
	29.54
	-
	-
	30,799,425
	11.50
	-
	-
	47,225,785
	12.04
	-
	-

	Syed Zain Al-Kudcy bin Dato’ Syed Mahmood
	8,084,612
	7.75
	(1)30,799,425
	29.54
	8,084,612
	3.02
	(1)30,799,425
	11.50
	8,922,897
	2.28
	(1) 47,225,785
	12.04

	Dato’ Seow Yong Chin
	10,176,290
	9.76
	(2)37,240,425
	35.72
	10,176,290
	3.80
	(2)37,240,425
	13.90
	10,176,290
	2.59
	(2) 53,666,783
	13.69

	Datuk Bujang bin Buyong @
Jislen bin Bagong, JP
	48,214
	0.05
	(1)30,799,425
	29.54
	48,214
	0.02
	(1)30,799,425
	11.50
	73,929
	0.02
	(1) 47,225,785
	12.04

	Wong Siew Ting
	4,156,393
	3.99
	-
	-
	4,156,393
	1.55
	-
	-
	6,373,136
	1.63
	-
	-


Notes:

(1)
Deemed interest in shares held by CHSB.
(2)
Deemed interest in shares held by Lau Ing Keh of 3,220,500 shares, A. Malik bin Munadi of 3,220,500 shares and CHSB. Lau Ing Keh and A. Malik bin Munadi are persons-acting-in-concert with Dato’ Seow Yong Chin.

(3)
Assuming all the shareholders subscribe to the Proposed Revised Rights Issue proportionate to their shareholdings. 
(4)
Assume the consideration shares to be issued pursuant to the Proposed CPSB Acquisition are issued to the CPSB Vendors.
TABLE 4 – UTILISATION OF PROCEEDS

Under the Proposed Revised Rights Issue, Cygal/Newco is expected to raise up to RM40,952,574 with minimum proceeds of RM25,000,000 which is proposed to be utilised as follows:
	
	Proposed 

Revised Minimum

Subscription
	
	Full

Subscription

	
	
	
	

	
	RM 000
	
	RM 000

	
	
	
	

	To part finance the development costs for the property development assets to be acquired pursuant to the Proposed Acquisitions as follows:
	
	
	

	· 3 pieces of adjoining freehold development lands measuring 11.61 acres and located at Lots 7238, 7239 and 7240, Mukim Cheras, District of Kuala Lumpur, Wilayah Persekutuan 
	3,000
	
	3,000

	· 2 pieces of adjoining freehold development land measuring 5.77 acres and located at Lots 1524 and 1962 (formerly known as lot no. 1527), Mukim 13, North-East District, Penang 
	4,000
	
	4,000

	· 2 pieces of adjoining freehold land and located at Lot 2083 and 5084 (formerly known as 2084), Mukim of Lumut, District of Manjung, State of Perak with a total land area of 8.94 acres and net land area of 6.65 acres 
	2,500
	
	2,500

	Working capital
	13,700
	
	29,653

	Expenses in relation to the Proposals 
	1,800
	
	1,800

	
	25,000
	
	40,953


