QUARTERLY REPORTING FOR FINANCIAL STATEMENTS

HIAP AIK CONSTRUCTION BERHAD (Special Administrators Appointed)

NOTES (CONT’D)

(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 for the current quarter and financial year-to-date.

(3)
Extraordinary Items

There is no extraordinary item for the current quarter and financial year-to-date.

(4)
Taxation

There is a no tax expense for  the current quarter and financial year-to-date.

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

There is a profit of RM1,222,000 on sale of a property and there is no disposal of unquoted investment for current quarter and financial year-to-date.

(6)
Purchase Or Disposal of Quoted Securities
a) The details on disposal of quoted securities are as follows:



Current Quarter
Year-to-date


RM’000
RM’000

Sale preceeds
104
104

Profit
33
33





b)
Details of quoted investment



RM’000

Shares quoted in Malaysia, at cost
915

Net book value as at 31 March 2002
102

Market value as at 31 March 2002
77

(7)
Changes In The Composition of The Group

There is no change in the composition of the Group for the current quarter and financial year-to-date.

(8)
Status of the Corporate Proposal

a)
Status of the Rights Proceeds Utilisation



In the year 2001, the Company carried out a funds raising exercise which raised a total of RM55.14 million. As at todate, the Company has fully utilised RM13.64 million for working capital and approximately RM1.5 million for expenses relating to the funds raising exercise. The retirement of RM40 million bank borrowings is pending the Debt Conversion Exercise.

In view of the proposed Debt Conversion Exercise, 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.

The partial proceeds received, RM35 million, was placed as interest bearing deposit with an assets management corporation.


(9)
Issuances And Repayment of Debt And Equity Securities
There is no issuances and repayment of debt and equity securities for the current financial year-to-date.

(10)
Group Borrowings And Debt Securities


Secured
Unsecured
Total


RM'000
RM'000
RM'000

Short Term Bank Borrowings
13,321
99,196
112,517

Long Term Bank Borrowings

5,497
5,497

ICULS Issue

24,184
24,184


13,321
128,877
142,198

(11)     Contingent Liabilities
a) The Company provides corporate guarantees to a number of subsidiaries. The company is contingently liable to approximately RM47 million of banking facilities utilised by its subsidiaries.

b) In addition the Company is contingently liable to corporate guarantees of approximately RM0.033 million granted in favour of the suppliers in respect of supply of goods and providing credit to the subsidiaries.

c) The Company has given a corporate indemnity to a joint venture partner of a wholly owned subsidiary, HAC Development Sdn. Bhd. in the event the subsidiary fails to perform its obligations as 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 obligations in respect of the joint venture project.

d) The Company has given a corporate indemnity to four joint venture partners of the same subsidiary for its Joint Venture Agreement entered on 28 March 1996 for development of 371 units bungalows and shop houses.  The subsidiary has also been appointed as developer under this joint venture.  The development project is expected to commence 3 months after obtaining the relevant approvals from the authorities.  The building approval is still pending approval from the relevant authority.

In conjunction with the Joint Venture Agreement entered into, the Company has issued a corporate guarantee and indemnity as principal debtor in favour of the landowners as follows:

(i)
either payment of RM750,000 to the landowners together with interest for every unit of bungalow short of landowner’s entitlement which the subsidiary fails to construct and complete within the prescribed period, or 

(ii)
payment of a sum of RM20 million to the landowners in the event the subsidiary fails to construct any of the landowner’s entitlement at the expiry of the prescribed period and the land shall remain the property of the landowners, or

(iii)
payment of the sum of RM50 million to the landowners in the event that landowners 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 landowner’s entitlement.

Negotiation with the landowners to postpone the delivery of landowners’ entitlement is in progress since 2000.  A sum of RM500,000 had been paid to the landowners in 2000 in view of the deferment of the development project.  Additional payments by the subsidiary to the landowners may be required as compensation for deferment, the quantum of which cannot be ascertained.

e)
The Company has undertaken to provide financial support to certain of its subsidiaries to enable them to operate as going concerns.

f)
In view of the delay in the completion and delivery of vacant possession to the purchasers schedule for delivery from June 2001 onwards, there is possible provision for liquidated ascertained damages (“LAD”) in respect of the current property development project undertaken by a subsidiary as at 31 March 2002 of approximately RM16.5 million. The estimated LAD of RM16.5 million is determined from the planned handover date to the expected handover of vacant possession to the purchasers by March 2003.

The delay in completion of the property under development is mainly attributable to the modification required to the original planned infrastructure following the delay in construction of a central sewerage plant by the authorities which the development was supposed to connect to, as well as the compulsory acquisition of part of the development land by the authorities for transport infrastructure of national interest, which are beyond the control of the subsidiary.

The subsidiary intends to pursue this matter with the relevant authorities and to negotiate with the purchasers on the said matters and estimates to handover possession of the said property development to purchasers by March 2003.

Pending the outcome of the above discussions, the Directors are unable to assess the eventual quantum of the damages, if any, and no provision for any liability that may result has been made in the financial statements of the Group for the financial period ended 31 March 2002.

Further to the matters mentioned in the preceding paragraphs, the delay in completion of the said property development project has resulted in the subsidiary incurring an additional cost estimated at RM8.3 million in respect of additional and variation to infrastructure works.  The Directors are of the opinion that there will be anticipated cost savings which will be adequate to cover the additional estimated cost of RM8.3 million.  Accordingly, the gross profit and profit after taxation for the year in the income statement of the subsidiary and the proportion of profits accrued to date included in the properties under development have not been adjusted to reflect the additional estimated cost of RM8.3 million.

(12)
Financial Instruments with Off Balance Sheet Risk



There is no financial instrument with off balance sheets risk at the latest practicable date, which shall not be earlier than 7 days from the quarterly report date.

(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, Johor Bharu. Summary judgement was dismissed on 20 September 1999 and on 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 RM 16,157,178.18 together with interest and cost.  The Defendant has appealed against the summary judgement and no date has been fixed for the hearing of the appeal.  The Defendant has applied to the High Court for a stay of execution of the judgement and this has been refused by the Court on 13 March 2002.  Our solicitors have filed the bill for taxation of the solicitors’ costs against the Defendant and this is now fixed for 29 May 2002 for taxation (assessment). The Court has now fixed 16 August 2002 for a decision on the taxation.

(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 had fixed the decision date on 2nd July 2001.  The Judge dismissed the appeal and the case has to proceed to a full trial.  The solicitor representing the Company is of the opinion that the likelihood of obtaining judgement and having any counterclaim dismissed is in all probability good.  The case is waiting for hearing and to date no date for hearing has been fixed.


Adequate provisions have been made for the above items (a) & (b) in the audited financial statements of the Group.

(c)
On 21 February 2000, the Company filed two (2) originating summons (“OS”) 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 11582, Jalan Kuning, Taman Pelangi, Mukim Plentong, Johor Bahru:

(i)
KL High Court OS-S1-24-367-2000 was filed in respect of 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 management installation for the mixed development complex with two blocks of office tower.

(ii)
KL High Court OS-S6-24-368-2000 was filed in respect of sub contract dated 26 May 1997 amounting to RM21.147 million for the supply, delivery installation, testing and commission of ACMV, VRV, and Smoke Spill System of the same complex.  

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 that both the OS were to be heard together and the parties to submit written submissions and the Court had dismissed the Company’s application.  On 27 February 2001, the Company has appealed to the Court of Appeal.  The grounds of the Judge’s decision were obtained on 31 January 2002 and our solicitors are finalising the grounds of appeal.  Our solicitors has filed the Record of Appeal with the grounds of decision on 13 March 2002.  No date for hearing of appeal has been fixed.

(d)
The Company had on 14 August 2000 filed a 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 joint measurement, valuation and agreement conducted on the Company's works and materials for the development of Block A, Intan Square 2 office up to 7 August 2000. Trend Intan applied for a stay in proceedings in order to refer the dispute to arbitration. The appointment of an arbitrator has not been finalized. The matter is thus still pending. Trend Intan subsequently filed an injunction in 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 have informed that the injunction and stay of proceeding was fixed for hearing on 12 August 2001 and the hearing has been postponed.  As of todate, no date has been fixed for hearing.  In regard to the Originating Summon our solicitors have notified Trend Intan that Special Administrators has been appointed and the moratorium will apply. 

(e)
HSBC Bank Malaysia Berhad had on 2 January 2002 instituted a suit against the Company in Writ of Summons No.1-22-1-2002 at the High Court of Malaya at Melaka for the outstanding amount of RM 837,107.47 as at 9 September 2001.  HSBC Bank Malaysia Berhad’s solicitor had allowed the Company until the end of February 2002 to file the Statement of Defence.  Defence was filed by Company’s Solicitors.

(f) MBF-Norinco Sdn. Bhd. filed a suit against the Company in KL Session Court No. 8-52-750-99 for RM175,000.00. They applied for Summary Judgement under Order 26 and obtained judgement. We appealed against the decision.  On 27 February 2002 the order under Order 26 was set aside by the High Court and the case goes back to the Sessions Court for further mention on 19 March 2002, when it was fixed another mention on 21 May 2002. MBF-Norinco Sdn. Bhd is now in the process of applying to include Deraya Corporation Sdn Bhd as a co-defendant to the action and the Court has fixed 27 August 2002 for mention.

(g) OCBC Bank (M) Bhd filed a suit against the Company on 21 January 2002 in Shah Alam High Court Suit No. 5-22-54-2002 for 

(i)
RM2,296,685.83 and interest

(ii)
RM16,872.43 and interest

(iii)
RM1,915.01

Under 3 HP Agreements. Appearance was filed on the 19 March 2002.  The solicitors for OCBC Bank has informed our solicitors that this case is under moratorium on the appointment of the Special Administrators.

(h)
The case against N.S Construction Sdn. Bhd. has been fully settled.  The fees due to our former solicitors, Messrs Ho & Company was taxed.  The taxed costs was appealed against by Messrs Ho & Company as too low and by ourselves as too high.  The final fee is pending the appeal.

(i)
KL Sessions Court No. 1-52-11075-01

A suit was filed against us by the solicitors for Hup Yee Engineering Works of Sungai Buloh, K.L in the sum of RM49,267.11 and costs.  A few cheques were issued for the settlement and we did not appoint any solicitors.  The suit was mentioned and a new date was to be fixed.  We have not been notified yet.

(14)
Segmental Reporting



Profit/(Loss)
Total Assets



Revenue
Before Taxation
Employed



RM'000
RM'000
RM'000


Construction
11,477
(1,341)
119,847


Manufacturing & Trading
-
(158)
843


Plantation
-
(8)
6,947


Property Development
2,460
(221)
68,578



13,937
(1,728)
196,215

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

The group reported a pre tax loss of RM1.73 million for the quarter compared with pre tax loss of RM48.82 million in the immediate preceding quarter.

The substantial losses incurred in the last quarter were due mainly to the following factors:



        RM


Allowance for doubtful debts and foreseeable losses
37 million


Losses on contract and development activities
10 million



47 million

The allowances were made in view of the uncertainty revolving the recoverability of certain long outstanding debts and the unexpected delay in finalisation of certain projects.  The losses on contract were because of higher costs and lower returns from operations in the last quarter.

The management is of the opinion that adequate allowance had already been provided for in the last quarter, they are not aware of any circumstances that might require a material change in the amount.

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

In view of the group’s tight cashflow and high gearing positions coupled with current market sentiment, the construction and development operations were scaled down during the period.  The principal subsidiaries had suspended their operations.

The loss for the current period represents mainly finance and administration expenses.

(17)
Material Events Subsequent To The End Of The Period
a) Appointment of Special Administrators to the Company

On 1 April 2002, Pengurusan Danaharta Nasional Berhad appointed Mr Patrick Chew Kok Bin and Mr Alvin Tee Guan Pian of Messrs Anuarul Azizan, Chew & Co. as Special Administrators to assume control of the assets and affairs of the Company pursuant to Section 24 of the Pengurusan Danaharta Nasional Berhad Act 1998.

The appointment of the Special Administrators is to manage the business and operations of the Company, assess the viability  of the Company and prepare a workout proposal. The Special Administrators were only appointed to the Company as such they do not have control over the subsidiaries. Thus, the Special Administrators do not have personal knowledge and cannot accept responsibility for events and transactions pertaining to the subsidiary companies.

The Company has a twelve (12) months moratorium period commencing from the date of appointment of the Special Administrators, during which the creditors are prohibited from taking any legal action against the Company.

The Directors were responsible for the control of the assets and affairs of the Company and its subsidiary companies prior to the appointment of Special Administrators on 1 April 2002. As such, Special Administrators do not have any personal knowledge of events and transactions prior to their appointment. Any carrying over effects of past events and transactions may affect the figures reported in this quarterly results of the Group.


b)
Execution of Memorandum of Understanding (“MOU”)


On 7 August 2002, The Special Administrators had on behalf of HACB, and the vendors of Lebar Daun Construction Sdn Bhd (“LDCSB”) entered into a MOU to record the understanding of the principal terms for LDCSB’s participation as the white knight in the Workout Proposal to be prepared by the Special Administrators. 

(18)
Seasonality or Cyclicality of Operation

The Group is generally not affected by seasonal and cyclical operations.

(19)
Prospects For The Second Quarter of The Current Financial Year

The Special Administrators are currently conducting an evaluation exercise on the open tenders proposals received on 21 June 2002 submitted by interested parties to acquire the listing status, assets and/or operations of the company.

(20)
Dividend


No dividend was paid during the period and Directors do not recommend any dividend to be paid for the period under review.

