QUARTERLY REPORTING FOR FINANCIAL STATEMENTS

HIAP AIK CONSTRUCTION BERHAD (HACB)

NOTES
(1) Accounting Policies & Methods of Computation Used


The quarterly financial statements have been prepared based on the accounting policies and methods of computation consistent with those adopted in the most recent annual financial statements.

(2)
Exceptional Items

There is no exceptional item, other than the provision for doubtful debts of RM3 million for the quarter under review.

(3)
Extraordinary Items

There is no extraordinary item.

(4)
Taxation

There is a provision of tax for the current quarter of RM326,000 arising from profits generated from a subsidiary.

(5)
Profit On Sale of Investment and/or Properties

There is a profit of RM112,608 on sale of properties and motor vehicle.

(6)
Purchase Or Disposal of Quoted Securities

There is no purchase or disposal of quoted securities.


Details of investment cost



RM’000




Share quoted in Malaysia, at cost
1,101




Net book value as at 30 September 2001
184




Market value as at 30 September 2001
116




(7)
Changes In The Composition of The Group

There is no change in the composition of the Group.

(8)
Status of Corporate Proposals

On 14 May 2001, the Company announced a preliminary debt conversion proposal to the Group’s unsecured financial institution lenders to restructure and convert the Group’s total unsecured bank borrowings of approximately RM110million into equity-linked instruments of HACB. The management is currently having negotiations with the financial institution lenders.


The corporate proposal is pending negotiation with the financial institution lenders and is subject to approvals of the relevant authorities and shareholders.
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NOTES (CONT’D)
(9)
Issuances and Repayment of Debt and Equity Securities

The Company has completed its implementation of Funds Raising Exercise on 19 January 2001 which comprised the followings :

· Rights Issue with Warrants

· Rights Issue of ICULS

· Employee Share Option Scheme

· Increase in Authorised Share Capital


Details of the issuance of debts and equity securities as at todate after the completion of the rights issues are as follows :



RM





(i)
Ordinary Share Capital of RM1.00 each
48,367,124





(ii)
Irredeemable Convertible Unsecured Loan Stocks (ICULS)
24,183,562


Status of the Rights Proceeds Utilisation


The above funds raising exercise raised in total RM55.14million. As at todate, the Company has fully utilised RM13.64million for working capital and approximately RM1.5million for expenses relating to the funds raising exercise. The retirement of RM40million bank borrowings is still in the process.


In view of the proposed Debt Conversion Exercise as stated in Note 8 above, the Board of Directors had on 14 May 2001 approved the extension of time for the completion of the utilisation of proceeds to a later date pending finalisation of the detailed term of the Proposed Debt Conversion.

(10)
Group Borrowings And Debt Securities


Secured
Unsecured
Total


RM'000
RM'000
RM'000






Short Term Bank Borrowings
13,608
94,496            
108,104

Long Term Bank Borrowings
2,400
8,724
11,124

ICULS Issue
-
24,184
24,184


16,008
127,404           
143,412






QUARTERLY REPORTING FOR FINANCIAL STATEMENTS

HIAP AIK CONSTRUCTION BERHAD (HACB)
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(11)
Contingent Liabilities

The Company is contingently liable to the banking and leasing facilities granted by the financial institutions to the subsidiaries which corporate guarantee is given. As at 30/09/2001, total facilities & leasing granted is amounted to RM96.97 million.

The Company is contingently liable to the corporate guarantee of RM1.89 million given to the suppliers of subsidiaries for supplying of goods and providing credit.


The Company has entered into a Joint Venture Agreement on 28 March 1996 to develop 371 units bungalows and shop houses with a wholly-owned subsidiary being appointed as developer under this joint venture. In conjunction with the joint venture agreement, the Company has issued a corporate guarantee and indemnity as principal debtor in favour of the land owners as follows :-


(a)
Either payment of RM750,000 to the land owners together with interest for every unit of bungalow short of land owner's entitlement which the subsidiary fails to construct and complete within the prescribed period, or


(b)
Payment of a sum of RM20 million to the land owners in the event the subsidiary fails to construct any of the land owner's entitlement at the expiry of the prescribed period and the land shall remain in the property of the land owners, or

(c)
Payment of the sum of RM50 million to the land owners in the event that land owners have released all the titles and memorandum of transfers in respect of the developer's entitlement yet the subsidiary as the developer fails to construct any of the land owner's entitlement.


The Company has also given corporate indemnity to indemnify another joint venture partner of the same subsidiary under a separate joint venture agreement to develop residential building and apartments in the event the subsidiary fails to perform its obligations set out in the joint venture agreement and any claims or losses suffered by the joint venture partner as a result of non-performance of the subsidiary’s obligation in respect of the joint venture project.

(12)
Financial Instruments with Off Balance Sheet Risk



There is no financial instruments with off balance sheets risk at the latest practicable date which shall not be earlier than 7 days from the quarterly report date.
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(13)
Material Litigation

Save as disclosed below, neither the Company nor its subsidiaries are engaged in any current material litigation and arbitration, and of any fact likely to give rise to any proceeding which might materially and adversely affect the financial position or business of the Group.

(a)
On 4 December 1998 , the Company filed a claim against Malabena Holdings Sdn. Bhd. for the Sum of RM16,157,178.18 in respect of certified work done for the proposed Suncity Project on Lot 115582, at  Jalan Kuning, Taman Pelangi, JB.  Summary judgement was dismissed on 20 September 1999 and the appeal to the Judge in Chamber was heard on 18 August, 2000.  The judge has allowed the appeal granting summary judgement in favour of the Company for the sum of RM16,157,178.18 together with interest and cost.  The Defendant has appealed against the summary judgment.

(b)
On 30 October 1998, the Company filed a claim against Panji Timur Sdn Bhd for the sum of RM4,922,497.99 in respect of certified work done for the proposed shopping complex on Lot 1543 & 3587 at Bandar Seremban, Negeri Sembilan.  An application for summary judgement was filed in Melaka High Court.  The case has since been transferred to Seremban High Court.  The application for summary judgement was dismissed on 11 April 2000. The Company has appealed against the Registrar's decision and the judge has fixed the decision date on 2nd July 2001.  The appeal was dismissed by the Judge and the case has to proceed to a full trial.  The solicitor representing the Company are of the opinion that the likelihood of obtaining judgement and having any counterclaim dismissed is in all probability good.


(c)
On 15 December 1998, the Company filed a claim against N. S. Construction Sdn. Bhd ("NSC”) for the sum of RM1,413,995.27 in respect of certified work done for the Piling Works & Pilecap for the Proposed 22 storey corporate  office at Terminal One Business Centre, Seremban, Negeri Sembilan.  An application for summary judgement has been filed in the High Court of Melaka on 6 December 1999.  The said application was heard on 10 July 2000 and the Court gave judgement as applied for by the Company.  However, NSC has appealed against the judgement and the appeal for a stay in execution has also been dismissed by the Senior Assistant Registrar on 18 September 2000. NSC has lodged an appeal against the decision but the appeal by NSC has since been withdrawn.  The defendant has agreed to settle the outstanding amount by way of six post dated cheques commencing 1 November 2000 and as at to date 5 post dated cheques had been cleared with one outstanding.  The Company has agreed to settle the matter by granting NSC some discount on the interest.  Todate the sum of RM145,000 has been paid leaving a final sum of RM45,000 to be paid by end of December 2001.

Adequate provisions have been made for the above items (a) to (c) in the audited financial statements of the Group.
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(d) On 21 February 2000, the Company filed two (2) originating summons against HPC Engineering (M) Sdn. Bhd. (''HPC'') in respect of the following sub contracts entered into between the Company and HPC for the proposed mixed commercial complex with two blocks of office tower on Lot PTD 115582, Jalan Kuning, Taman Pelangi, Mukim Plentong, Johor Bahru:

(i)
Sub contract dated 26 May 1997 amounting to RM19.80 million for the supply, delivery installation, testing and commission of complete electrical and extra low voltage installation and complete building installation; and

(ii) Sub contract dated 26 May 1997 amounting to RM21.147 million for the supply, delivery installation, testing and commission of ACMV, VRV, Smoke Spill System.  

The Company is seeking the court declaration that the above sub contracts are illegal contracts and therefore void and not binding to the parties. The solicitors representing the Company are of the opinion that the Company should be able to obtain the said declaration as HPC has breached Section 25 of the Lembaga Pembangunan Industri Pembinaan Malaysia Act 1994 and the Registrations and Procedures of the said Board.  The Court had ordered the parties to submit written submissions and has fixed 8 February 2001 for decision and on the even date, the Court had dismissed the Company’s application.  On 27 February 2001, the Company has appealed to the Court Of Appeal.  As of  todate no date has been fixed for the appeal hearing.

(e)
The Company had on 14 August 2000 instituted the suit against Trend Intan Development Sdn. Bhd. ( Trend Intan) in Writ Summons NO.MT4-22-239-2000 at the High Court of Malaya at Shah Alam for an injunction to ( among others) have joined measurement, valuation and agreement conducted on the Company's works and materials for the development of Block A , Intan Square 2 of office up to 7 August 2000. Trend Intan applied for a stay in proceedings in order to refer the dispute to arbitration. Trend Intan subsequently filed an injunction in Originating Summons No. MT2-24-1012-2000 at the High Court of Malaya at Shah Alam to prevent the Company from continuing with building works at the site of Block A.  The Company has filed an affidavit-in-reply to the summons.  In regard to the Writ of Summons, the solicitors representing the Company are of the opinion that the Company is able to succeed in obtaining the injunction as the salient purpose of the said injunction is to obtain a joint measurement, valuation and agreement on the account of the Company for works performed up to 7 August 2000 and material on site as at the said date.  In regards to the Originating Summons, the solicitors representing the Company are of the opinion that the injunction by Trend Intan is not likely to succeed.  The hearing date for the Company’s injunction and stay of preceeding was fixed for hearing on 12 August 2001 and the hearing has been postponed.  As of todate, no date has been fixed for hearing. 
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(14)
Segmental Reporting



Profit/(Loss)
Total Assets



Turnover
Before Taxation
Employed



RM'000
RM'000
RM'000







1
Construction
49,388
(18,687)
157,169

2
Manufacturing & Trading
1,269
(170)                        
3,590                

3
Plantation
-
(84)
9,765

4
Property Development
17,757
3,521
73,400



68,414
(15,420)
243,924







(15)
Material Changes In The Quarterly Results Compared To The Results Of The Immediate Preceding Quarter

The Group recorded a turnover of RM29.41 million and post tax loss of RM4.29 million  compared with a turnover of RM25.19 million and a post tax loss of RM7.65 million in the immediate preceding quarter.


As stated above, the Group turnover has increased with a lower post tax loss as  compared to the previous quarter mainly due to profit contributed by the property development  project of a subsidiary.


However, the Group made provision for doubtful debts amounting to RM3 million as collectibility of certain debts appears doubtful in view of the weak cashflow position for certain of its debtors.

(16)
Review Of The Performance Of The Company And Its Principal Subsidiaries

In addition to the comments as stated in Note 15, the earnings of the Group are adversely affected by the provision for doubtful debts and interest cost incurred by the Group.

(17)
Material Events Subsequent To The End Of The Period

There were no material events subsequent to the period under review.

(18)
Seasonality or Cyclicality of Operation

The Group is generally not affected by seasonal and cyclical operations.
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(19)
Prospects For The Remaining Period To The End Of The Financial Year

Currently, the Group has a total job order and work in progress of approximately RM276 million. The proposed launch of 74 units Semi-D and 106 units terrace houses in Melaka undertaken by HAC Development Sdn Bhd, a wholly-owned subsidiary in the second half of the year is expected to be postponed pending an improvement in consumer demand.


In view of the slow down in economy and the weak market sentiment particularly in the construction industry which remains very competitive, the Board of Directors are of the view that the performance of the Group will be affected and the results of the Group for the final quarter of the year is not likely to be better than the first three quarters.

(20)
Explanatory Notes On Profit Forecast & Actual Profit For The Year

Not applicable.

(21)
Dividend


No interim dividend is recommended

