NOTES TO THE UNAUDITED QUARTERLY REPORTING
HIAP AIK CONSTRUCTION BERHAD (Special Administrators Appointed)

(Company No.: 11140-V)

(1) Accounting Policies & Methods of Computation Used


The interim financial report have been prepared in accordance with Malaysian Accounting Standards Board (“MASB”) Standard No. 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2001. 

(2) Auditors qualification 
The auditors’ report of the Group and the Company for the preceding financial year ended 31 December 2001 was subject to a disclaimer as the auditors were unable to form opinion as to whether the financial statements have been prepared in accordance with the provisions of the Companies Act, 1965 and applicable Approved Accounting Standards in Malaysia so as to give a true and fair view of the state of affairs of the Group and of the Company at 31 December 2001 and the results of their operations and cash flows for the year ended on that date; and taking into consideration the following:
A.
On 1 April 2002, Pengurusan Danaharta Nasional Berhad appointed the Special Administrators (“SA”) to assume control of the assets and affairs of the Company pursuant to Section 24 of the Pengurusan Danaharta Nasional Berhad Act, 1998 (“Danaharta Act”).  The appointment of the SA is to manage the business and operations of the Company, assess the viability of the Company and prepare a workout proposal.


Please refer to item “J” below for current status.
B.
The Group and Company incurred net loss after taxation of RM65.9 million and RM53.5 million respectively for the year ended 31 December 2001, and as of that date, the current liabilities of the Group and the Company exceeded current assets by RM60.5 million and RM35.5 million respectively.  The Group and the Company have deficit in shareholders’ funds of RM31.4 million and RM32.3 million respectively as at 31 December 2001.


Please refer to item “J” below for current status.
C.
As at 31 December 2001, the net trade receivables of the Group and the Company amounted to RM59.8 million and RM55.0 million respectively.  The auditors are however unable to assess whether  an amount of RM14.4 million for the Group and the Company are recoverable.

 A provision for doubtful debts of RM28.23 million and RM27.66 million for trade and other receivables of the Group and the Company respectively have been provided for.
D.
The Group and the Company placed deposits amounting to RM35.3 million with a corporation.  The auditors are unable to assess whether the deposit of RM35.3 million together with the interest receivable of RM3.5 million as at 31 December 2001 which is included in the other receivables of the Group and the Company, are recoverable.


During the financial year, provision for doubtful debt of RM35.3 million together with RM3.5 
million interest accrued have been provided for.
E.
The Group and the Company have defaulted on certain bank borrowings and hire purchase liabilities and certain financial institutions have served notices of demand on the Group and the Company.  

The status is under review. Pursuant to Section 41 of the Danaharta Act, on the appointment of the SA in Hiap Aik Construction Berhad (Special Administrators Appointed) (“HACB”), a moratorium shall take effect and no proceedings or execution or other legal process may be commenced or continued against HACB.  

F.
There is a possible provision for liquidated ascertained damages (“LAD”) in respect of a property development project undertaken by a subsidiary in view of the delay in completion and delivery of vacant possession to the purchasers schedule for delivery from June 2001 onwards.  The estimated LAD from the original handover date to the expected handover of vacant possession to the purchasers by March 2003 is about RM16.5 million.

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 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 year ended 31 December 2001.

The auditors are unable to ascertain the eventual quantum of the LAD.


Please refer to Note 12(e).
G.
Further to the matters mentioned in the preceding paragraph, the delay in completion of the said property development has resulted in the abovementioned 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.

The auditors are unable to obtain sufficient information to ascertain how the cost savings can be achieved to set off against the additional cost of RM8.3 million.


Please refer to Note 12(e).
H.
The amount due from contract customers as at 31 December 2001 of RM1.9 million relates to completed contracts of a subsidiary that are long outstanding and is pending finalisation of statement of final accounts with the project owners and sub-contractors.  The auditors are unable to assess the eventual amount that is recoverable.


The amount due from contract customers of RM1.9 million has been expensed off to Income Statement. 
I.
Since some of the above matters referred to affect the assets held by subsidiaries, the auditors are 
unable to ascertain whether the amount due from subsidiaries of RM26.8 million of the Company is 
recoverable in full and whether additional allowance for diminution in value of investment in 
subsidiaries is required.

During the financial year, provision for doubtful debts of RM18.66 million for amount due from subsidiaries has been provided for.
J.
In view of the factors referred to in items “A” to ”I” above, the going concern basis of preparing the financial statements of the Group and the Company is subject to significant uncertainty.  Consequently, the auditors are unable to assess whether the use of the going concern basis in the preparation of the financial statements is appropriate.  The validity of the going concern assumption depends on the successful implementation of any workout proposal to be prepared by the SA of the Company, after approvals have been obtained and the ability of the Group and the Company to generate profits and positive cash flows in the future.  If the Group and the Company are not able to continue as going concerns, adjustments would have to be made to reduce the value of assets to their recoverable amounts, to provide for any further liabilities which might arise, and to reclassify the non-current assets and non-current liabilities as current assets and current liabilities respectively.

On 20 November 2002, the SA had submitted a proposed debt restructuring scheme for the  approval of Securities Commission (“SC”) and Foreign Investment Committee (“FIC”). Details of the said scheme are disclosed in Note 20. Save for FIC which has no objection to the scheme which were announced on 20 January 2003, the restructuring scheme is still pending the approval from the other relevant authorities. 

(3)
Seasonality or Cyclicality of Operation

The Group operation under the current interim period is generally not affected by seasonal and cyclical operations.

(4) Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows


Other than those disclosed in the notes to quarterly reporting for the quarter ended 31 December 2002, there were no items affecting the assets, liabilities, equity, net income or cash flows of the Group for the current quarter that are unusual because of their nature size of incidence.

(5) Changes in Estimates


There were no changes in estimates of amount reported in the prior interim periods of the current financial year which give a material effect in the current quarter, save for disclosed in Note 12(e).
(6) Debts and Equity Securities


There were no issuance and repayment of debt and securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current interim period.

(7)
Dividend


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

(8) Segmental Reporting

The segmental information of the Group for the year to date is summarised as below:

	
	
	Revenue
	
	Result

	
	
	RM’000
	
	RM’000

	Analysis by activities
	
	
	
	

	
	
	
	
	

	Construction
	
	40,545
	
	(110,657)

	Manufacturing
	
	222
	
	(543)

	Plantation
	
	63
	
	(118)

	Property Development
	
	2,713
	
	(7,239)

	
	
	
	
	

	
	
	43,543
	
	(118,557)

	
	
	
	
	

	Inter-segment elimination
	
	(70)
	
	19,435

	
	
	
	
	

	Interest income
	
	-
	
	                310

	
	
	
	
	

	Interest expenses
	
	-
	
	(12,839)

	
	
	
	
	

	Income tax
	
	-
	
	                    4

	
	
	
	
	

	Loss after tax
	
	43,473
	
	(111,647)



The activities of the group are carried out mainly in Malaysia and as such segmental reporting geographical location is not presented.

(9) Valuation of Property, Plant and Equipment

Certain properties of the Group were written down based on valuation performed by professional valuer in the current interim period following the adoption of MASB 23 : Impairment of Assets.
(10) Material events subsequent to the period
a) The FIC, vide its letter dated 30 December 2002 which was received by AmMerchant Bank on 16 January 2003, had stated that it had no objections to the Proposed Restructuring Scheme. The approval of the SC for the same is currently pending. 
b) On 19 February 2003, the Company and Lebar Daun Construction Sdn Bhd (“LDCSB”) have agreed to amend and vary the Definitive Agreement (“DA”) and Supplementary DA upon the terms and conditions contained in the 2nd Supplemental DA. The salient terms of the 2nd Supplemental DA are, inter alia, as follows:-
i) The term pertaining to the “Conversion Rights and Conversion Period” for the irredeemable convertible unsecured loan stock (“ICULS”) to be issued as part of the consideration for the acquisition fo LDCSB by the Company shall be substituted with the following:



“Conversion Rights and Conversion Period”



The ICULS shall be convertible on any market day between Monday and Friday which is 
not a public holiday after the First (1st) anniversary of the Issue Date, at the 
Conversion Price into Angkasa Ganda Berhad (“AGB”) Shares.



Unless previously converted, all outstanding ICULS will be converted by AGB into new AGB 
Shares on the Maturity Date”

ii)
The term pertaining to the “Ranking of ICULS” shall be inserted as follows:


“Ranking of ICULS”

The ICULS shall, as between their holders, rank pari passu in all respects and rateably in all respects without preference or priority amongst themselves and other present and future unsecured obligations (other than rights or priorities preferred by law or subordinated obligations, if any ) of AGB from time to time outstanding.”

Save for the above, all other terms of the DA and Supplemental DA remain unchanged.

(11) Changes in the Composition of the Group

There were no changes in the composition of the Group for the current interim period.

(12) Contingent Liabilities
a) The Company provides corporate guarantees of RM97 million to a number of its subsidiaries. The Company is contingently liable to approximately RM47 million of banking facilities utilised by its subsidiaries.

b) In addition, the Company has provided corporate guarantee of RM3.8 million in favour of the suppliers in respect of supply goods and providing credit to the subsidiaries. The Company is contingently liable to corporate guarantees of approximately RM0.022 million which is the amount owed by subsidiaries.

c) The Company has given a corporate indemnity to a joint venture partner of its 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 plan 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 RM0.75  million 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.



The development period in respect of this joint venture has since expired.
e)
In view of the delay in the completion and delivery of vacant possession to the purchasers originally schedule for delivery from June 2001 onwards, there is possible provision for LAD in respect of the current property development project undertaken by a subsidiary as at 31 December 2002 of approximately RM31 million. The estimated LAD of RM31 million is determined from the planned handover date to the expected handover of vacant possession to the purchasers by November 2004.

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 November 2004.

Pending the outcome of the above discussions, the Directors of the subsidiaries 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 interim period of the Group for the quarter period ended 31 December 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 and those had been provided for in quarter ended of 31 December 2002.  

(13) Review of Performance


In view of the group’s tight cash flow 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.

As a result, the Group recorded a loss before tax of RM111.65 million, as compared to loss before tax of RM64.24 million for the preceding corresponding year. The increase in loss for the current financial year is mainly due to:

(a) (a)
A provision for irrecoverable deposit of RM35.3 million together with RM3.5 million interest 
accrued. 
(b) A provision for doubtful debts of RM28.23 million for trade and other receivables of the Group.

(c) A provision for foreseeable losses of RM15.50 million for contract customers of the Group.
(d) Contract cost recognised as an expenses of approximately RM10.0 million in the subsidiaries. 
(14) Material Changes in the Quarterly Results
	
	Current

Quarter

RM’000
	
	Preceding
Quarter

RM’000
	
	Change

%

	
	
	
	
	
	

	Loss before taxation
	104,258
	
	3,014
	
	97.11

	
	
	
	
	
	


The current interim period’s result was affected principally by:

(e) (a)
A provision for irrecoverable deposit of RM35.3 million together with RM3.5 million interest 
accrued. 
(b)
A provision for doubtful debts of RM28.23 million for trade and other receivables of the 
Group.

(c) 
A provision for foreseeable losses of RM15.50 million for contract customers of the Group.
(15) Prospects Commentary

In the opinion of the SA, the prospects of the Group shall depend on the finalisation and the successful implementation of a debt restructuring scheme to regularise the Group’s financial condition pursuant to Practice Note no. 4/2001 of the KLSE Listing Requirements.

(16) Variance from Profit Forecast and Profit Guarantee
There is no profit forecast or profit guarantee for the current interim period.

(17) Taxation
There is an over provision of taxation for one of the subsidiaries which is in tax loss position.
(18) Sale of Investment and/or Properties
There is a profit of RM16,452 on sale of a property for current interim period and a profit of RM742,000 for financial year-to-date. There is no disposal of unquoted investment for current quarter and financial year-to-date.

(19) 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 proceeds
	-
	104

	Profit
	-
	33

	
	
	


b)
Details of quoted investment

	

	RM’000

	Shares quoted in Malaysia, at cost
	906

	Net book value as at 31 December 2002
	93

	Market value as at 31 December 2002
	64


(20) 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 to date, 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 RM40.0 million bank borrowings has not been implemented todate.

As at the date of this report, the total amount of RM13.8 million had been placed under fixed deposits with licensed bank. With regard to the placement of RM35.34 million with a corporation, the external auditors of the Company have qualified their report for the year ended 31 December 2001 as they are unable to assess whether the deposits of RM35.34 million together with the interest receivable of RM3.5 million as at 31 December 2001 which is included in the other receivables of the Group and the Company, are recoverable. Allowance of RM35.34 million together with the interest receivable of RM3.5 million for irrecoverable deposit placed with other corporation have been provided in current interim period.

b) 21 June 2002 

The tender exercise for the proposed corporate exercise and debt restructuring scheme of the Company was closed on 21 June 2002. 

c) 7 August 2002
The SA on behalf of HACB, Dato’ Noor Azman @ Noor Hizam bin Mohd Nurdin and Datin Norhayati bt. Abd Malik who are the shareholders of LDCSB, have entered into a Memorandum of Understanding (“MoU”) with the intention of setting out the key areas of understanding for a corporate restructuring exercise (“Restructuring Scheme”) pending the execution of the relevant agreements in relation thereto. The SA are undertaking a proposed corporate and debt restructuring exercise in relation to HACB and are preparing a Workout Proposal pursuant to Section 44 of the Danaharta Act.

The Restructuring Agreement principally sets out the following:

i) Proposed incorporation of a new Company (“NewCo”) for the purpose of implementing the restructuring scheme;

ii) Proposed capital reduction and consolidation of HACB shares;

iii) Proposed acquisition of HACB by Newco;

iv) Proposed acquisition by Newco of the entire equity interest in LDCSB;

v) Proposed fund raising exercises which will involve a proposed public issue, proposed offer for sale and a proposed placement.

vi) Proposed transfer of listing status of HACB to Newco.

vii) Proposed debt settlement; and

viii) Proposed transfer of all assets and assumption of liabilities of HACB to a special purpose vehicle (“SPV”) for liquidation purposes.

d) On 18 October 2002, AmMerchant Bank, on behalf of the Company, had sought the KLSE’s consideration for an extension of time of two (2) months, i.e. until 7 December 2002 for HACB to announce the plan to regularise its financial position. 

e) On 13 November 2002, the SA, on behalf of HACB had entered into a Supplemental DA with Dato' Noor Azaman@Noor Hizam bin Mohd Nurdin and Datin Norhayati Bt Abd Malik who are the shareholders of LDCSB to vary certain terms and conditions of the MoU dated 7 August 2002. 

On the same date, a conditional sale and purchase agreement was entered into between Dato' Noor Azman @ Noor Hizam bin Mohd Nurdin and Datin Norhayati Binti Abd Malik (collectively "LDCSB Vendors") and AGB for the Proposed Acquisition (as defined below). 

The Newco (as defined in the announcement dated 8 August 2002), i.e. AGB was incorporated with the intention to acquire and hold HACB exclusively for the implementation of the Proposed Restructuring Scheme.

The proposed restructuring scheme include:

(i) Proposed capital reduction of RM0.99 for each existing ordinary share of RM1.00 each in HACB ("HACB Share") and followed by a consolidation of 100 HACB shares of RM0.01 each into one(1) new consolidated HACB Shares ("Proposed Capital Reduction and Consolidation"); 

(ii) Proposed arrangement of HACB ICULS and cancellation of outstanding HACB Warrants and ESOS ("Proposed Arrangement of HACB ICULS and Cancellation of Outstanding HACB Warrants and ESOS");

(iii) Proposed acquisition of the entire equity interest of HACB through the issuance and allotment of one(1) ordinary share of RM0.50 each in AGB ("AGB Share") for every one(1) consolidated HACB Share held by the shareholders of HACB ("Proposed Share Swap");

(iv) Proposed acquisition of the entire equity interest of LDCSB comprising/will comprise 17.0 million ordinary shares of RM1.00 each from the LDCSB Vendors for a total consideration of RM74.5 million to be satisfied via an issuance of 113.0 million AGB Shares and RM18.0 million nominal value of ICULS at 100% of the nominal value of RM1.00 each ("Proposed Acquisition"); 

(v) Proposed exemption from the obligation to extend an unconditional mandatory general offer for the remaining shares in AGB not held by Dato' Noor Azman @ Noor Hizam bin Mohd Nurdin and Datin Norhayati Bt Abd Malik and persons acting in concert with them ("Proposed Exemption"); 

(vi) Proposed fund raising via the following exercises:

Proposed public issue of 5.0 million new AGB Shares (" Public Issue Shares") at an indicative issue price of RM1.20 per Public Issue Share to eligible Directors and employees of LDCSB, potential investors and the Malaysian public ("Proposed Public Issue"); 

Proposed offer for sale of 5.0 million AGB Shares by LDCSB Vendors to the Malaysian public and a proposed placement of 14.0 million AGB Shares by LDCSB to places to be identified at an indicative offer price of RM1.20 per AGB Share ("Proposed Offer for Sale and Placement of AGB Shares"); and 

Proposed placement of up to RM100,000 nominal value of ICULS at 100% of the nominal value of RM1.00 each by the creditors of HACB ("Proposed Placement of ICULS")
(Collectively referred to as "Proposed Fund Raising");

(vii) 
Proposed settlement of amounts owing by HACB to creditors by undertaking the following proposals: 

· Proposed Cash Payment; 

· Proposed Transfer of Shares; 

· Proposed Transfer of ICULS; and 

· Proposed Put and Call Arrangement;

(Collectively referred to as "Proposed Debt Settlement");

(viii) Proposed transfer of listing status from HACB to AGB on the Second Board of the KLSE ("Proposed Transfer of Listing Status");

(ix) Proposed disposal of HACB to a SPV. On 13 November 2002, the SA, on behalf of HACB had entered into a Supplemental DA with Dato’ Noor Azaman @ Noor Hizam bin Mohd Nurdin and Datin Norhayati Bt Abd Malik who are the shareholders of LDCSB.


On 20 November 2002 AmMerchant Bank, on behalf of the Company had submitted an application for the Proposed Restructuring Scheme of HACB to the SC and FIC.
f)
KLSE vide its letter dated 18 November 2002, approved the Proposed Extension of Time to 14 November 2002 to comply with Paragraph 5.1(a) of Practice Note 4 whereby it is stipulated that an affected listed issuer must make a Requisite Announcement to regularise its financial condition within six (6) months from the date of the First Announcement (as defined in Practice Note 4). The Requisite Announcement was made on 14 November 2002. 
g)
The FIC, vide its letter dated 30 December 2002 which was received by AmMerchant Bank on 16 January 2003, had stated that it had no objections to the Proposed Restructuring Scheme. The approval of the SC for the same is currently pending. 
h)
Subsequent to the financial year, on 19 February 2003, the Company and the Vendors have agreed to amend and vary the DA and Supplementary DA upon the terms and conditions contained in the 2nd Supplemental DA. The salient terms of the 2nd Supplemental DA are, inter alia, as follows:-

(1)
The term pertaining to the “Conversion Rights and Conversion Period” for the ICULS to be issued as part of the consideration for the acquisition of LDCSB by the Company shall be substituted with the following:




“Conversion Rights and Conversion Period”



The ICULS shall be convertible on any market day between Monday and Friday which 
is not a public holiday after the First (1st) anniversary of the Issue Date, at the 
Conversion Price into AGB Shares.



Unless previously converted, all outstanding ICULS will be converted by AGB into new AGB 
Shares on the Maturity Date”

(2)
The term pertaining to the “Ranking of ICULS” shall be inserted as follows:



“Ranking of ICULS”


The ICULS shall, as between their holders, rank pari passu in all respects and rateably 
in all respects without preference or priority amongst themselves and other present and 
future unsecured obligations
(other than rights or priorities preferred by law or 
subordinated obligations, if any ) of AGB from time to time outstanding.”

Save for the above, all other terms of the DA and Supplemental DA remain unchanged.

(21) Group Borrowings And Debt Securities
	

	Total

Outstanding
	Repayable

within

12 Months
	Repayable after 12 months
	

	
	RM’000
	RM’000
	RM’000
	

	Secured
	
	
	
	

	Bank overdraft 
	1,070
	1,070
	-
	

	Revolving credit
	2,498
	2,498
	-
	

	Term loans
	6,051
	6,051
	-
	

	
	
	
	
	

	Unsecured
	
	
	
	

	Bank overdraft
	43,439
	43,439
	-
	

	Revolving credit
	20,396
	20,396
	-
	

	Term loans
	13,770
	11,442
	2,328
	

	Bankers acceptance
	28,262
	28,262
	-
	

	Finance lease
	2,602
	2,557
	45
	

	
	
	
	
	

	
	118,088
	115,715
	2,373
	


(22) Financial Instruments with Off Balance Sheet Risk



There is no financial instrument with off balance sheets risk at the latest practicable date, during the current quarter ended 31 December 2002.
(23) 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). On 16 August 2002, the High Court taxed the Company bill of cost of RM63,268.20 inclusive of RM5,751.65 being allocated, the Defendant is applying for a review of the tax cost. The Court has not fixed any date yet for the hearing of the review on the awarded costs and the hearing for the second bill of 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 finalised. 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 SA have 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 RM837,107.47 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 approximately RM2.32 million and interest 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 SA.
(h)
The case against N.S Construction Sdn. Bhd. has been fully settled.  

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

A suit was filed against HACB by the solicitors for Hup Yee Engineering Works of Sungai Buloh, K.L in the sum of RM49,267.11 and costs.   The suit was mentioned and a new date was to be fixed.  

Notwithstanding the above, pursuant to Section 41 of the Danaharta Act, on the appointment of the SA in HACB, a moratorium shall take effect and no proceedings or execution or other legal process may be commenced or continued against HACB.  
