27 October 2000

HUP SENG INDUSTRIES BERHAD (226098-P)          
(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT
FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 2000


1. ACcouNting Policies

The quarterly report which is prepared on a proforma group basis has been prepared based on the same accounting policies and methods of computation adopted in the preparation of the audited financial statement of its subsidiaries and after revaluation of landed properties and acquisition of its subsidiaries.


2. Exceptional Items

There was no exceptional item for the financial period under review.

3. Extraordinary Items

There was no extraordinary item for the financial period under review.

4. Taxation


	
	Individual Quarter
	
	Cumulative Quarter

	
	Current Year Quarter
30/09/2000
	
	Preceding Year Quarter
30/09/1999
	
	Current Year To-Date
30/09/2000
	
	Preceding Year Corresponding Period
30/09/1999

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	Income Tax
	1,545
	
	   -
	
	4,204
	
	-

	Deferred Taxation
	-
	
	-
	
	-
	
	-

	Real Property

Gain Tax
	-
	
	   -
	
	6
	
	 -

	
	1,545
	
	   -
	
	4,210
	
	 -

	
	

	
	
	
	
	
	


The tax charge is in of respect income tax for the period under review.

No adjustment on movement of deferred taxation has been charge or release for the current financial period ended 30 September 2000 under review.

5. Pre-acquisition Profits or Losses

There were no pre-acquisition profits or losses for the financial period under review.

6. Profits on Sale of Investments and/or Properties

There were no profits on sale of investment and/ or properties for the financial period ended 30 September 2000.
7. Quoted Securities

No profit and loss arising as the Group does not have any quoted securities.
 

8. Changes in the Composition of the Group

    The changes in the composition of the company for the current financial period:

· A Conditional Sale and Purchase Agreement dated 7 December 1999 and Consolidated Restated and Amended Sale and Purchase Agreement dated 30 June 2000 was entered between Hup Seng Industries Bhd  (“Hup Seng”) and the vendors of Hup Seng Perusahaan Makanan (M) Sdn Bhd (“HSPM”) for the acquisition by Hup Seng of 4,950,000 ordinary shares of RM1.00 each in HSPM representing the entire issued and paid-up share capital for RM32,247,159 satisfied by the issuance of 29,315,500 new ordinary shares at an issue price of approximately RM1.10 per share in favour of the vendors of HSPM and their nominee, HSB Group Sdn Bhd (“HSBG”). The Acquisition of HSPM was completed on 9 August 2000.


· A Conditional Sale and Purchase Agreement dated 7 December 1999 and a Consolidated Restated and Amended Sale and Purchase Agreement dated 30 June 2000 was entered between Hup Seng and the vendors of Hup Seng Hoon Yong Brothers Sdn Bhd (“HSHY”) for the acquisition by Hup Seng of 2,004,000 ordinary shares of RM1.00 each in HSHY representing the entire issued and paid-up share capital for RM16,087,611 satisfied by the issuance of 14,625,500 new ordinary shares at an issue price of approximately RM1.10 per share in favour of the vendors of HSHY and their nominee, HSBG. The Acquisition of HSHY was completed on 9 August 2000.


9. Corporate Proposals

The Group proposed to undertake the following:

   i)    
Public issue of 16,049,000 new ordinary shares of RM1.00 each, and
   ii).      Offer for sale of 10,948,0000 ordinary shares of RM1.00 each at an issue /offer
     
price of RM2.00 per ordinary share.

Upon completion of the Public issue, the issued and paid-up share capital of Hup Seng will increase from RM43,951,000 to RM60,000,000 comprising 60,000,000 ordinary share of RM1.00 each.

The Application lists for the Public issue and Offer for Sale was closed on 10 October 2000. 


10. Seasonal or Cyclical Factors

The Group business operations are normally affected by major festive seasons, which occur in certain periods of the financial year.

11. Debt and Equity Securities

Save as disclosed under notes 8 and 9(i) above, there were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period under review.

12. Group Borrowings and Debt Securities

As at 30 September 2000 , the total secured borrowings which are denominated in Ringgit Malaysia are as follows :

   








 Short Term Borrowing
                                                RM’000
    Term Loan    
  


    

    
      693
    Bills discounted  
  


    

      745
    Bank overdraft  

    
    
   
         3,494
                          
   
       


 --------
      Total     

         
   

     4,932  
                                



 =====

 Long Term Borrowing                                Nil
                                                 =====  

13. Contingent Liabilities

The group does not have any contingent liabilities at the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

14. Off Balance Sheet Risk

There were no financial instruments with off balance sheet risk as at the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.


15. Material Litigation
Save as disclosed below, being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report, neither Hup Seng nor any of its subsidiary companies are engaged in any material litigation, either as plaintiff or defendant, which might materially affect the position or business of Hup Seng Group and the Directors have no knowledge of any proceedings pending or threatened against the Group, or of any fact likely to give rise to any proceedings, which might materially affect the position or business of the Company and its subsidiary companies.
· On 26 August 2000,  HSHY received a letter from the solicitors of Societe des Produits Nestle S.A. and Nestle Products Sdn Bhd (collectively “Nestle”) alleging the tort of passing-off of the get-up of their product “NESCAFE CLASSIC”, by the get-up of the product distributed by HSHY namely, “SUPER CLASS” instant coffee.  Nestle had demanded that HSHY immediately cease the distribution of “SUPER CLASS” instant coffee.  HSHY had on 30 August 2000 in a strictly without prejudice letter to Nestle’s solicitors, stated their agreement to do so immediately and pending the resolution of the aforesaid matter between Nestle and Super Coffeemix Marketing Sdn Bhd (“Super”), the manufacturer of SUPER CLASS instant coffee.

Super had through its solicitors in a letter to HSHY dated 30 August 2000 stated that they will defend any legal proceedings that may be instituted by Nestle and that Super will be responsible for all solicitor’s fees, costs and damages, if any, awarded against HSHY.

16. segmental reporting

There is no segmental reporting as the Group’s activities are in the manufacture and trading of biscuits and agent products in Malaysia during the period under review.


17. commeNtary on profit before tax

The Group’s turnover increased slightly by 1% to RM50.150 million as compared to RM49.599 million in the preceding quarter. Export market sales which has increased by 13% as compared with previous quarter mainly contributed to the Group’s increased turnover.

Profit before tax decreased by 8% to RM6.118 million as compared to RM6.660 million in the preceding quarter. The lower profit was mainly due to costs incurred in aggressive promotion undertaken by the Group during the quarter. 


18. Review of performance

Sales for the financial period ended 30.09.2000 is higher than corresponding period of last year by 12% backed by stronger growth in export sales.

Profit before tax increased about 27% over last year corresponding period . Higher sales recorded and lower cost of certain raw materials mainly contributed to the improvement in profit before tax.
 

19. Prospects for the Current Financial Year

Barring any unforeseen circumstances, the Directors are confident that the Group will be able to achieve higher earnings for the current financial year.
 
20. Variance in Profit Forecast

Not Applicable


21. dividend

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

By Order of the Board

Leong Siew Foong

Company Secretary

27 October, 2000

