MERCES HOLDINGS BERHAD

(Company No : 6403 X)

(Incorporated In Malaysia)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS

A1.
Accounting Policies and Method of Computations
The interim financial statements have been prepared in accordance with MASB Standard 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Kuala Lumpur Stock Exchange.

The same accounting policies and method of computation are followed in the interim financial statements as compared with the annual audited financial statements for the year ended 31 December 2001.

The condensed financial statements are to be read in conjunction with the annual financial report for year ended 31 December 2001.

A2.
Declaration of Audit Qualification


The financial statements for the year ended 31 December 2001 was reported on without any qualification.

A3.
Seasonal or Cyclical Factors


The main business operation of the Group i.e. construction and property development business are not materially affected by seasonal or cyclical factors but is generally dependent on the Malaysian economy.

A4.
Nature and Amount of Material Items


Save as disclosed in the Notes, there are no material items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size or incidence.

A5.
Nature and Amount of Changes in Estimates


There were no significant changes in estimates of amounts reported in prior interim periods of the current financial year or prior financial year that have a material effect in the current interim period.

A.6
Issuance and Repayment of Debt and Equity Securities


There were no issuance, cancellation, repurchases, resale and repayments of debts and equity securities for the current financial year to date.

A7.
Dividends Paid


There were no dividends paid separately for ordinary shares and others shares for the current financial year to date.

A8
Segmental Reporting

	
	Turnover

RM’000
	Profit/(loss) before taxation

RM’000
	Total Assets

Employed

RM’000

	
	
	
	
	
	
	

	Construction
	9,000
	
	(4,672)
	
	53,666
	

	Property development
	6,715
	
	(1,042)
	
	59,132
	

	Property & Investment holding
	210
	
	(1,819)
	
	13,028
	

	
	15,925
	
	(7,533)
	
	125,826
	


Geographical segment information is not significant to the Group as the principal activities occur predominantly in Malaysia.

A9.
Valuation of Property, Plant and Equipment


The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements and there were no valuations of property, plant and equipment for the current financial year to date.

A10.
Material Subsequent Events


There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statement for the current quarter as at the date of this report.

A11.
Changes in Composition of Group


There were no changes in the composition of the Group for the current quarter and financial year to date.

A12.
Changes in Contingent Liabilities


The changes in contingent liabilities (other than the material litigation disclosed in Note B11) since the last annual balance sheet as at 31 December 2001 are as follows:-

	
	
	RM’000

	(a)
	Retention sum in respect of contracts still under warranty period
	450


ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF KUALA LUMPUR STOCK EXCHANGE

B1.
Review of Performance
During the financial quarter under review, the Group registered a turnover of RM10.2 million and a loss after taxation and minority interest of RM3.3 million.  The increase in the turnover main attributed to the increase in property development activities during the period.

B2.
Comment on Material Change in Loss before Taxation


The Group recorded a loss before taxation of RM3.3 million for the current quarter compared to a loss before taxation of RM1.0 million in the preceding quarter.  The increase in losses was mainly due to the increase in operating expenditure and finance cost during the period.

B3.
Current Year Prospects
Barring any unforeseen circumstances, the Board is undertaking steps to improve the profitability of the Group for the next financial year.

B4.
Variance from Profit Forecast


Explanatory note for variance of actual profit from forecast is not applicable as the Company did not issue any profit forecast during the period.

B5.
Breakdown of Tax Charge and Explanatory of Variance


The taxation shown in the Quarterly Report on Unaudited Consolidated Income Statement comprised of:-

	
	Current Quarter
	
	Current Year To Date

	
	RM’000
	
	RM’000

	Taxation for current quarter / year
	-
	
	-

	Recovery of previous year’s taxes
	-
	
	-

	
	-
	
	-


B6.
Profit/(loss) on Sale of Unquoted Investments or Properties
There were no profit or loss on disposal of unquoted investments or properties for the current quarter and the financial year-to-date.

B7.
Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

B8.
Corporate Proposals
There were no corporate proposals for the current quarter and financial year-to-date.

B9.
Group Borrowings and Debt Securities
Group Borrowings as at 31 December 2002 are as follows:

	
	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	(a)
	Short Term Borrowings

Bank overdraft

Revolving credits

Bankers acceptance

Term loans / Bridging loans
	15,956

5,165

123

2,542
	525

-

-

-
	16,481

5,165

123

2,542

	
	
	23,786
	525
	24,311

	
	
	
	
	

	(b)
	Long Term Borrowings

Term loans / Bridging loans
	14,778
	-
	14,778

	
	
	14,778
	-
	14,778


There were no borrowings or debt securities denominated in foreign currencies.

B10.
Off Balance Sheet Financial Instruments


There were no financial instruments with off balance sheet risk at the date of this report.

B11.
Material Litigation

The changes in material litigation (including status of any pending material litigation) since the last annual balance sheet as at 31 December 2001 are listed in the Appendix I attached hereto.

B12.
Dividend

The Board of Directors does not recommend any dividend payment for the financial period under review.

B13.
Earnings Per Share

Earnings per share are calculated by dividing the Company’s profit after taxation of RM7.532 million divided by 51,000,000 ordinary shares in issue during the year.

By Order of the Board

CHEW SIOK BEE (F)

Company Secretary

Kuala Lumpur 

Date: 28 February 2003

APPENDIX I

STATUS OF MATERIAL LITIGATIONS AS AT 28 FEBRUARY 2003

Legal Action against Merces Holdings Berhad (“MHB”)

(i) Raja Eleena Siew Ang & Associates vs CCM Bioscience Bhd (now known as MHB)

Kuala Lumpur High Court Suit No. S-22-1474-2002

Plaintiff filed a claim against MHB on 19 December 2002 for RM373,478.10 for work done, services rendered, disbursements and expenses incurred at the request of MHB in respect to the Sale and Purchase Agreement dated 13 March 1999 between Wide Heritage (M) Sdn Bhd and CCM Bioscience Bhd (now known as MHB) for the purchase of the entire equity interest in Merces Builders Sdn Bhd (“MBSB”). which was completed during the tenure of the previous Board and Management of MHB.  Hence, MHB is prepared to file Statement of Defence against the claim.

Status:
Notice of Appearance had been filed by MHB on 24 January 2003.

Legal Action against Merces Builders Sdn Bhd (“MBSB”)

(i) Teknico Electrical & Electronic Sdn Bhd v. MBSB

Kuala Lumpur Sessions Court Summons No. 2-52-1039-1999

Plaintiff filed a claim against MBSB on 26 January 1999 claiming for RM130,300.00 being supply of electrical goods for Korakyat Plantation Project at Taman Subang Mewah, Selangor.  Defendant denies ordering the goods and puts the Plaintiff to strict proof.  Plaintiff’s application for summary judgement was heard on 17 May 2001 and decision was given on 20 July 2001 whereby the Plaintiff’s application was dismissed.  Bundle of Documents by both parties filed in court subsequently.  Both parties agreed to negotiate for settlement.

Status:
Both parties have agreed the proposed settlement and the Plaintiff has agreed to withdraw the claim against MBSB.

(ii) Prime Angle Sdn Bhd v. MBSB

Shah Alam Sessions Court Summons No. 1-52-1256-1999

Plaintiff filed a claim against MBSB on 31 March 1999 claiming for RM114,616.00 being outstanding charges for labour and material for painting work under the sub-contract for a project at Lot PT5, Seksyen 7 Pekan Sungai Besi & PT 2241 Mukim Petaling Kuala Lumpur.  One of the defences raised by the Defendant was that the painting work was only 96% completed.

Status:
Next hearing date is fixed on 25 June 2003.

(iii) Pordeco Malaysia Sdn Bhd v. MBSB

Shah Alam Sessions Court Summons No. 52-2100-1999

Plaintiff filed a claim against MBSB on 22 May 1999 claiming for RM45,500.00 being supply and lay monier concrete segmental paving blocks in relation to a project at PT 4 Seksyen 25(52) HS(D) 39250, Petaling Jaya, Selangor via Letter of Award dated 29 July 1997.  MBSB proposed to settle the aforesaid matter by 10 monthly instalments of RM4,000.00 each but Plaintiff has counter-proposed payment of RM40,000.00 by 4 equal instalment.


Status:
Plaintiff had on 16 September 2002 agreed to accept the offer to pay the sum of RM40,000.00 as settlement of the claim by 10 equal monthly instalment of RM4,000.00 commencing from September 2002.  Next mention date is on 27 May 2003.

(iv) Glass Technology & Construction Sdn Bhd v. MBSB and Liang Court Wanisara Sdn Bhd

Kuching High Court Suit No. 22-58-2000-1

Plaintiff was appointed as a sub-contractor by MBSB to carry out works for aluminium glazed windows, doors and curtain walls for a project via Letter of Award dated 12 January 1998 whilst the 2nd Defendant was the Developer of the project.  Plaintiff was paid progressively in accordance with the work done.  The project was subsequently not completed on time.  Plaintiff claimed that the work was not able to complete on scheduled due to the fault of the Defendants and sustained losses in terms of the daily fixed costs incurred in relation to the project.  Plaintiff therefore on 26 May 2000 filed a claim against MBSB for a total sum of RM1,194,667.24 consists of RM808,433.38 for work done, RM300,003.20 for special damages and RM86,230.66 being 5% retention sum paid.  However, the maximum exposure to liabilities will depend, among others, on any determination against the Defendants (if any) with respect to general damages.  Defendants had filed an application to strike out Plaintiff’s action for want of prosecution.

Status:
Defendants had on 30 October 2002 filed an Amended Defence.  Trial date is on 22 April 2003.

(v) Malaysian Parquet-Floor Industries Sdn Bhd v. MBSB

Kuala Lumpur Sessions Court Summons No. 2-52-6812-2000

MBSB appointed the Plaintiff as sub-contractor for the supply of labour and material to install parquet-floor in relation to Bukit Saujana Project at Johor Bharu.  Plaintiff filed a claim against MBSB on 14 June 2000 for a sum of RM52,032.75 for work done.  Defence was filed that payment is only required to be paid based on Project Manager’s certification and final measurement to be taken.  Since the work was not completed therefore no confirmation as to the amount owing by the Defendant.  Plaintiff applied for Summary Judgment under Order No. 26A on 12 January 2001.  However, the Court has dismissed the Plaintiff’s application on 27 September 2001.

Status:
Both parties are considering an amicable settlement.  Full trial date is on 13 March 2003

(vi) Honeywell Machinery v. MBSB & Bennes Engineering Sdn Bhd

Ampang Session Court Summons No. 52-533-2000

Plaintiff had on 25 August 2002 filed a claim for a sum of RM84,371.24 being outstanding rental charges of 6-wheel lorries and labour charges as at 13 February 1999 for a project at Lot PT5, Seksyen 7 Pekan Sungai Besi and PT 2241 Mukim Petaling, Kuala Lumpur.

Status:
Full trial of the case has been adjourned to 25 August 2003.

(vii) Sarawaja Sdn Bhd v. MBSB

Kuching Sessions Court Summons No. 52-76-2001-II

Plaintiff was appointed as the sub-contractor to supply steel trusses, gutters, metal roofing, stainless steel handrail, flag post, feature frame and panel, stainless steel railing at swimming pool and design, supply and install stainless steel water fountain for the Proposed 24-16 Storey Office Tower cum Hotel/Service Apartment at Jalan Bukit Mata, Kuching, Sarawak.  Plaintiff had on 26 February 2001 filed a claim against MBSB for RM137,141.55 being the balance of the price of goods sold and delivered and services rendered.

Status:
Plaintiff had on 8 November 2002 obtained the judgment debt together with 2 % interest per month from 28 February 2001 till full and final settlement.  Defendant had then applied for a stay of proceedings and the hearing date has been fixed on 25 July 2003.  However, both parties are considering for an amicable settlement.

(viii) AGK Services & Supplies Sdn Bhd v. MBSB

Kuching Sessions Court Summons No. 52-291-2001-I

Plaintiff had on 18 June 2001 filed a claim against MBSB for a sum of RM50,266.94 for the supply of labour and tools for resurfacing and polishing of counter top black marble toilets and cleaning of glass partition, window, curtain wall, cement and sand screed floor, staircase, granite and marble tile floor, ceramic floor at the Proposed 24-16 Storey Office Tower cum Hotel/Service Apartment at Jalan Bukit Mata, Kuching, Sarawak via Letters of Award dated 1 November 2000 and 17 November 2000.  Plaintiff had commenced the executionary proceedings to recover the judgment sum together with interest and costs.  Defendant had on 1 November 2002 proposed to contra the claim by transfer of a property and at the same time prepare to file an Application for Leave to Appeal.

Status:
An Application for Leave to Appeal had been filed by MBSB and a hearing date is to be fixed by the Court of Appeal.

(ix) Safety Industries Supply Co. v. MBSB

Kuala Lumpur Sessions Court Summons No. 6-52-6777-2001

Plaintiff had on 29 June 2001 filed a claim against MBSB for a sum of RM26,090.10 being outstanding charges as at 31 July 1999 for “Post Production” services provided to MBSB on or about February 1997 to July 1999.  The Company is disputing the amount of the claim to be only RM4,874.55 and instructed the solicitors to strike out the claim.

Status:
Trial date is on 21 March 2003.

(x)
Concrete Coating Technology Sdn Bhd v. MBSB

Kuching Sessions Court Summons No. 52-375-2001-I

Plaintiff had on 7 August 2001 filed a claim against MBSB for a sum of RM124,233.00 for sub-contract work for the supply and install painting work for the Proposed 24-16 Storey Office Tower cum Hotel/Service Apartment at Jalan Bukit Mata, Kuching, Sarawak pursuant to an agreement dated 13 May 1999.  Statement of Defence filed by MBSB.  Court had on 16 August 2002 ruled that the Defendant has raised triable issues and dismissed the Plaintiff’s Notice of Application for summary judgment with costs to the Defendant.  Matter will be set down for trial by Plaintiff.

Status:
Trial date fixed on 8 September 2004.

(xi) Skoy Trading & Aluminium Sdn Bhd v. Bennes Engineering Sdn Bhd & MBSB

Kuala Lumpur Sessions Court Summons No. 10-52-10499-01

Plaintiff had on 25 September 2001 filed a claim against the Defendants for a sum of RM146,091.41 being outstanding amount due for the supply of various goods and services principally to do aluminium and glazing works for the Proposed Development of Apartments known as Sri Bendahara, Sri Pahlawan and Sri Pengalima at Bukit Saujana, Johor Bahru, Johor pursuant to letter of award dated 28 March 1994.

Status:
Plaintiff’s application under Order 26A of the Subordinate Courts Rules 1980 has been adjourned to 9 May 2003.

(xii) Powerdrive (Kuching) Sdn Bhd v. MBSB

Kuching Sessions Court Summons No. 52-12-2002-III

Plaintiff had on 9 January 2002 filed a claim against MBSB for a sum of RM55,288.04 being the balance of costs of services rendered and price of goods sold to MBSB.

Status:
Trial date is on 12 September 2004.

(xiii) Concrete Engineering Products Berhad v. MBSB and Merces Holdings Berhad

Shah Alam High Court (Civil Section) Writ Summons No: MT5-24-876-2001

Plaintiff had on 27 November 2001 filed a claim for sums of RM545,859.15 as at 17 March 2001 against MBSB and RM500,000.00 against Merces Holdings Berhad as Corporate Guarantor of MBSB for the supply of pre-stressed spun concrete piles by the Plaintiff to MBSB in relation to the Likas Sport Complex Project in Kota Kinabalu, Sabah.  Memorandum of Appearance and Statement of Defences were properly filed by MBSB and Merces Holdings Berhad.

Status:
Plaintiff had on 6 November 2002 obtained the summary judgment from the Court to recover the judgment sum together with interest and costs.  Defendant had on 11 November 2002 filed an Application for Leave to Appeal.  Hearing date is to be fixed by the Court.

(xiv)
ICP Marketing Sdn Bhd v. MBSB & Lee Hock Soon & Merces Holdings Berhad

Shah Alam High Court Suit No. 22-209-2002

Plaintiff had on 26 March 2002 filed a claim for RM854,369.37 in respect of goods sold (pretentioned spun concrete piles) and delivered in relation to Likas Sport Complex Project at Kota Kinabalu, Sabah against MBSB and Lee Hock Soon as Personal Guarantor of MBSB and RM500,000.00 against Merces Holdings Berhad as Corporate Guarantor of MBSB.  Statement of Defence has been filed by MBSB.

Status:
Plaintiff has filed an Application for Summary Judgment.  Both parties are exchanging affidavits for the purpose of the Hearing which will be fixed later.

(xv)
Lembaga Kumpulan Wang Simpanan Pekerja (“KWSP”) v. MBSB

Kuala Lumpur Magistrates Court Summons No.A87-637-02

Plaintiff had on 8 April 2002 filed a claim for RM623,353.00 in respect of outstanding Employees’ Provident Fund (“EPF”) contributions from August 1999 to December 2001.  There is a dispute of payment with the Developer of a terminated project at Selangor which promised to pay on behalf of the Defendant the outstanding EPF contributions by deducting from amount due to the Defendant for the said project.  However, the Developer failed to make such payment to KWSP thereafter.  The Defendant had on 2 August 2002 served a letter of demand to the Developer claiming for the amount dued.  The Developer had on 6 November 2002 and 17 January 2003 made payments of RM187,289.00 and RM101,775.00 to KWSP on behalf of the Defendant for the EPF contributions for December 2000 to July 2001.

Status:
MBSB had pleaded guilty on 20 January 2003.  The matter has now been fixed for mention on 11 March 2003 for sentencing.

(xvi)
Hong Leong Bank Berhad v. MBSB, MHB, Loy Yeng Foo @ Looi Yeng Foo, Sim Kiang Chiok, Low Kok Hean and Pang Tee Yau

Kuala Lumpur High Court Suit No.D4-22-2054-2002

Plaintiff had on 19 December 2002 filed a claim for RM3,128,987.99 and RM130,151.20 against MBSB, MHB as Corporate Guarantor and the Personal Guarantors as named above, for the recalled amount due pursuant to Overdraft of RM3,000,000.00 million and Trade Line of RM120,000.00 granted to MBSB.

Status:
MBSB had on 28 January 2003 filed a Memorandum of Appearance.  MBSB is preparing to file Statement of Defence.

(xvii)
Supermix Concrete (Malaysia) Sdn Bhd v. MBSB

Statutory Notice pursuant to Section 218 of Companies Act, 1965

Plaintiff had on 24 February 2003 issued a Statutory Notice pursuant to Section 218 of Companies Act, 1965 to MBSB claiming for RM230,575.99 in respect of goods sold and delivered and/or services rendered to MBSB.

Status:
MBSB is now verifying the claim by the claimant.

Legal Action against Merces Builders (S) Sdn Bhd (“MB(S)”)

(i) Bentahara Sdn Bhd v. MB(S)

Kota Kinabalu Sessions Court Summons No. 52-541 of 2001

Plaintiff had on 12 July 2001 filed a claim for the sum of RM126,288.56 against MB(S) being goods and services supplied and provided to MB(S).  Judge had on 11 July 2002 dismissed Plaintiff’s application with costs and MB(S) be given leave to defend.

Status:
Trial date is on 25 March 2003.

(ii) Cannon Construction Sdn Bhd v. MB(S)

Sibu Sessions Court Summons No. SB-52-135-2001

Plaintiff had on 1 November 2001 filed a claim for the sum of RM188,687.40 against MB(S) being balance of the contract sum for the works done pursuant to the contracts awarded by MB(S) in respect of the Proposed Sibu Low Cost Housing Scheme at RPR Sibu, Sarawak.  MB(S) counterclaimed for the defect work of the Project amounting to RM1,492,803.60 against the Plaintiff.

Status:
Mention date adjourned to 8 September 2003.

(iii) Syarikat Hebat Hasil v. MB(S)

Kota Kinabalu Magistrates Court in the State of Sabah, (Civil) Summons No. 72-266 of 2002

Plaintiff had on 26 February 2002 filed a claim for the sum of RM19,132.00 against MB(S) being balance price for the supply and delivery of river sand and other construction materials to MB(S) for Kinarut Low Cost Housing Project at South Papar.  Statement of Defences filed by MB(S) and put the Plaintiff to strict proof.  Copy of the Defence duly endorsed by the Court and a Notice of Application for leave to issue Third Party Notice to be filed by MB(S).

Status:
Pending filing of Third Party Notice.

(iv) Shing Long Construction Sdn Bhd v. MB(S)

Kota Kinabalu High Court Suit No. K22-76 of 2002

Plaintiff was appointed as sub-contractor pursuant to Sub-Contract Agreements on 20 September 2000, 13 November 2000 and 10 February 2001 for South Papar Housing Project in Kinarut.  Plaintiff had on 30 March 2002 filed a claim for the sum of RM1,345,216.39 for the work done for the Project.  Statement of Defences dated 24 April 2002 filed by MB(S).  Third Party Proceedings was granted and copy of Third Party Notice has been served.

Status:
Hearing fro Notice of Application of Order 14 by the Plaintiff was dismissed on 14 February 2003.

(v) ACB Industries Sdn Bhd v. MB(S)

Kota Kinabalu Magistrates Court No. I Summons No. 72-359 of 2002

Plaintiff had on 19 March 2002 filed a claim for RM9,308.01 against MB(S) being supply and transportation charges of stones of various sizes to MB(S) .  Statement of Defence dated 19 June 2002 filed by MB(S). and put the Plaintiff to strict proof.  Copy of the Defence duly endorsed by the Court and a Notice of Application for leave to issue Third Party Notice is to be filed by MB(S).

Status:
Plaintiff’s application for the change of name was approved on 28 November 2002.

(vi) Pan Sarawak Co. Sdn Bhd v. MB(S) and Merces Holdings Berhad

Kota Kinabalu Sessions Court Summons No. 52-317 of 2002

Plaintiff had on 22 April 2002 filed a claim for RM173,604.68 being price of goods sold and delivered to MB(S).  Plaintiff also filed a claim against Merces Holdings Berhad as Corporate Guarantor for MB(S).  Statement of Defence has been filed by MB(S)..

Status:
Plaintiff had on 9 December 2002 filed a Notice of Application for Order 26A Rule 1 for Summary Judgment against the Defendant.  Hearing date is to be fixed later.

(vii) Government of Malaysia v. MB(S)

Kuching High Court Suit No. S-22-120-2002-III(II)

Plaintiff had on 24 December 2002 served a summons to MB(S) claiming for RM5,115,909.53 in respect of the outstanding payment of income tax for Years of Assessment 1999, 1999 (Additional) and 2000.

Status:
MB(S) had on 30 December 2002 filed a Memorandum of Appearance and is currently preparing for Statement of Defence for filing later.

Legal Action against Sierra Estates Sdn Bhd (“SESB”)

(i) Lembaga Pembangunan Perumahan Dan Bandar v. Sierra Estates Sdn Bhd

In the High Court of Sabah and Sarawak at Kota Kinabalu Suit No. K22-06 of 2001

SESB was appointed to design, construct, finance, manage, complete, market and sell a Residential Housing Project on the land held in title Wilayah Persekutuan Country Lease No. 205357688 described as Phase IV, Taman Ranca Ranca, Labuan measuring approximately 5.67 hectares by an Agreement dated 14 February 1997 and a Supplementary Agreement dated 14 January 1999.  SESB shall pay to the Plaintiff the entitlement in the sum of RM3,789,163.00.  Plaintiff now claims for the outstanding sum of RM1,880,884.00 inclusive interest against SESB.  SESB had negotiated with the Plaintiff and the Plaintiff has agreed to resolve the matter amicably.

Status:
A letter of rescheduling was submitted again to LPPB on 18 February 2003 for their consideration.

(ii) Government of Malaysia v. Sierra Estates Sdn Bhd

Kuching Magistrate Court Summons No. 71-219-2002-D

SESB had on 24 December 2002 received a summons from the Plaintiff claiming for RM3,801.35 in respect of the outstanding payment of income tax for Years of Assessment 1999 and 1999 (Additional).

Status:
Mention date is on 6 March 2003.

Legal Action against Mitsuden Manufacturing (M) Sdn Bhd (“MMSB”)

(i) Malayan Banking Berhad v. MMSB & Bennes Engineering Sdn Bhd & Poh Soon Seng & Tan Hai Yeen & Law Kok Hong

Kuala Lumpur High Court Writ of Summons No. D8-22-1018-2002

Plaintiff had on 3 July 2002 filed a claim against MMSB for an amount of RM4,209,690.74 as at 31 December 2001 for the termination of the banking facilities of RM3.75 million granted by the Plaintiff to MMSB on 3 July 1995.  Plaintiff also claim against Bennes Engineering Sdn Bhd as Corporate Guarantor; Poh Soon Seng, Tan Hai Yeen and Law Kok Hong as Personal Guarantors of MMSB for the said amount.

Status:
Statement of Defence has been filed by the Defendant.  The Company has submitted a restructuring proposal to the Plaintiff and is currently pending consideration.

Legal Action By Merces Builders Sdn Bhd (“MBSB”)

(i) MBSB v. Danau Kota Development Sdn Bhd (“DKD”)

Statutory Notice Pursuant to Section 218 of Companies Act, 1965 issued by MBSB.

A Statutory Notice under Section 218, Companies Act, 1965 had on 5 June 1998 served to Danau Kota Development Sdn Bhd for a claim of RM358,597.52 being outstanding sums due to MBSB for Danau Kota Development Project at Danau Kota, Setapak, Kuala Lumpur.  Special Administrators have been appointed in Danau Kota Development Sdn Bhd on 6 July 2000 by Pengurusan Danaharta Nasional Berhad under Section 24 of the Pengurusan Danaharta Nasional Berhad (Amendment) Act 2000.

Status:
MBSB had on 29 January 2003 received a letter from Defendant notified that the transfer of all unsecured debts and liabilities as at 30 June 1999 of DKD to Explicit Vantage Sdn Bhd (“EVSB”) and the claim shall now be enforceable against EVSB.

(ii)
MBSB v. Jashin Marketing (Sarawak) Sdn Bhd

Kuala Lumpur High Court Summons No. D2-24-342-2001

Statutory Notice of Demand Pursuant to Section 218(1)(e) of Companies Act, 1965 issued by Jashin Marketing (Sarawak) Sdn Bhd

Jashin Marketing (Sarawak) Sdn Bhd had on 4 December 2001 issued a Statutory Notice under Section 218, Companies Act, 1965 claiming for RM76,365.35 as at 31 October 2001 being outstanding sums due from MBSB for the rental of scaffolding and related goods for the Proposed 24-16 Storey Office Tower cum Hotel/Service Apartment at Jalan Bukit Mata, Kuching, Sarawak.  The Company is disputing the amount of the claim and an injunction has been filed against Jashin Marketing (Sarawak) Sdn Bhd for wrongfully issuance of Statutory Notice of Demand pursuant to Section 218 of Companies Act, 1965 against the Company and to restrain Jashin Marketing (Sarawak) Sdn Bhd from proceeding with filing of Winding Up Petition and ex parte order was obtained from Court on 15 January 2002.

Status:
The submission for the injunction has been made on 31 January 2003 and the Court has fixed 5 May 2003 for Decision.

(iii) MBSB v. Demirama Sdn Bhd

In the High Court in Sabah and Sarawak at Kota Kinabalu Suit No. K22-26 of 2002

MBSB had on 25 January 2002 filed a claim against the Defendant for a sum of RM12,037,320.75 for the work done and material supplied by MBSB as of 22 June 2001 being the date of the termination of Agreement for the appointment of MBSB to undertake, inter alia, the management, supervision, construction and building works of the construction of sport facilities at the Likas Sports Complex in Kota Kinabalu, Sabah.  Defendant proposed to appoint a single arbitrator to hear and decide on the disputes between the parties.

Status:
Both parties are required to comply with the Directions made by the Arbitrator.

(iv) MBSB v. Demirama Sdn Bhd

In the High Court in Sabah and Sarawak at Kota Kinabalu Suit No. K22-141-2002

MBSB had on 2 July 2002 filed a claim against Defendant for a sum of RM500,000.00 being amount of money lent to Defendant at its request on 2 April 2001.  Statement of Defence and Counterclaim received from Defendant and MBSB had on 22 August 2002 filed a Reply to Defence and Counterclaim.  MBSB had on 31 October 2002 filed an Affidavit in Reply to Defendant’s Affidavit affirmed on 7 October 2002.

Status:
Hearing date adjourned to 25 April 2003.

(v) MBSB v. Sarawaja Sdn Bhd

Kuching Session Court Summons No.52-392-2002-II

MBSB had on 29 July 2002 filed a claim of RM161,000.00 against Defendant being compensation for the loss incurred resulting from failure to complete a contract awarded to the Defendant as Sub-Contrator for the project known as Proposed 24-16 Storey Office Tower cum Hotel/Service Apartment at Jalan Bukit Mata, Kuching, Sarawak.

Status:
Both parties are considering for an amicable settlement.

(vi)
MBSB v. Likas Cemerlang Sdn Bhd & Swimmates Sdn Bhd

In the High Court in Sabah and Sarawak at Kota Kinabalu Suit No. K22-143 of 2002
MB(S) had on July 2002 filed a claim against Defendant for a sum of RM263,736.00 being outstanding sum due to MB(S) for the supply of spun piles for the construction of sport facilities at the Likas Sports Complex in Kota Kinabalu, Sabah..  Judgment in Default of Appearance dated 9 September 2002 has been served to both Defendants.

Status:
MBSB had obtained Summary Judgment against the Defendants on 30 October 2002.  A Statutory Notice pursuant to Section 218 of Companies Act, 1965 was subsequently issued to the Defendants on 30 December 2002.  Since no reply was received by MBSB, MBSB’s Application for Garnishing Proceedings against the 1st Judgment Debtor had been granted on 20 February 2003.  MBSB is now preparing to file a Garnishing Order to Court.

Legal Action By Merces Builders (S) Sdn Bhd (“MB(S)”)

(i) MB(S) v. Ragam Handal Sdn Bhd

Kota Kinabalu High Court Suit No. K22-131-2000

MB(S) was appointed as main contractor for South Papar Housing Project in Kinarut by a Novation Agreement dated 1 March 1999 from MBSB who was originally awarded the Project by the Defendant.  The Project was subsequently delayed due to no fault of MB(S) and the Defendant had granted extension of time for completion of the Project till 31 March 2002 to MB(S) .  However, the Defendant failed / refused to make the progress claim of RM6,546,849.20 and caused MB(S) being served numerous demands and summons by its sub-contractors for payment.  The Defendant had on 27 August 2001 unfairly and without any justification, discontinued the contract works and forced MB(S) to move out from the Project site within 3 days from 3 September 2001.  Hence, MB(S) had on 19 June 2002 filed a claim against the Defendant for a sum of RM6,546,849.20 for the work done for the Project and damages for wrongful termination of contract and the loss of profit of RM3,721,955.38 against the Defendant.  The total amount claimed against the Defendant is RM10,268,804.58.  Defendant had filed a Statement of Defence and Counterclaim.  MB(S) had on 9 August 2002 filed a Reply to Defence and Counterclaim.

Status:
Hearing date is on 27 February 2003.

(ii)
MB(S) v. Winmart Sdn Bhd

In the High Court in Sabah and Sarawak at Kota Kinabalu Suit No. K22-132-2002

MB(S) was appointed as main contractor for Kuala Menggatal Housing Project in Kota Kinabalu, Sabah via letter of award dated 25 November 1996.  The Project was subsequently delayed due to no fault of MB(S) and MB(S) had via letters dated 11 March 2000, 30 August 2000 and 20 February 2001 requested for extension of time until 30 April 2001 which was also supported by the Project’s Prime Consultants, Herman Lee & Associates Sdn Bhd vide their letter dated 23 February 2001.  However, the Defendant failed / refused to make the progress claim of RM4,961,451.50 and caused MB(S) unable to pay its sub-contractors and suppliers and therefore the suppliers stopped the supply of materials and the sub-contractors stopped work at the Project site and MB(S) was unable to continue with the contract works.  The Defendant had subsequently on 27 July 2001 unfairly and without any justification, discontinued the contract works and forced MB(S) to move out from the Project site within 3 days from 3 August 2001.  Hence, MB(S) had on 19 June 2002 filed a claim against the Defendant for a sum of RM4,961,451.50 for the work done for the Project and damages for wrongful termination of contract and the loss of profit of RM2,176,738.50 against the Defendant.  The total amount claimed against the Defendant is RM7,138,190.00.  Defendant had filed a Statement of Defence and Counterclaim.  A Reply to Defence and Counterclaim has been filed by MB(S).

Status:
Hearing date is on 26 February 2003.
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