HUP SENG INDUSTRIES BERHAD (226098-P)                               CONFIDENTIAL

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT
FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2001

1. ACcouNting Policies

The quarterly report has been prepared based on the same accounting policies and methods of computation adopted in the preparation of the audited financial statement.

2. Exceptional Items

There was no exceptional item for the current quarter and financial year to date.

3. Extraordinary Items

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

4. Taxation

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current Year Quarter
31/12/2001

RM’000
	
	Preceding Year Quarter
31/12/2000

RM’000
	
	Current Year To-Date
31/12/2001

RM’000
	
	Preceding Year Corresponding Period
31/12/2000

RM’000

	Income Tax
–Current year      
–Prior year
	854
  -
	
	-397
-
	
	2,874
-
	
	3,807
-

	Real Property Gain Tax
	-
	
	-
	
	-
	
	6

	Deferred Taxation-
Charged/(-released)
–Current year
–Prior
	
-
-
	
	-
-
	
	1,516
–152
	
	-
-

	
	854
	
	-397
	
	4,,238
	
	3,813



The tax charge accrued for the period under review is provided based on the estimated effective tax rate for the year, the rate applied is lower than the statutory rate of taxation due to the eligibility of its subsidiary company for certain tax incentives.  

5. Profits on Sale of Investments and/or Properties

There were no profits on sale of investment and/ or properties for the current quarter and financial year to date.
6. Quoted Securities

There were no profit and loss arising as the Group does not have any quoted securities.

7. Changes in the composition of the group

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

8. CORPORATE PROPOSALS 

(a).
There were no other corporate proposals at the latest practicable date, which is not
 
earlier than 7 days from the date of issue of this quarterly report.

(b). 
Utilisation of proceeds 

The Company raised a total of RM32,098,000 from its listing exercise of which the funds have been utilised in the fourth quarter of financial year 2001 in the following manner:-


	

Description
	Utilisation of proceeds as approved by SC    (RM’000)
	Amount utilised 
as at 30.09.2001
(RM’000)
	Amount utilised 
as at 31.12.2001
(RM’000)
	Balance not utilised 
(RM’000)

	Purchase of new oven, mixers and packaging units
	                     18,117
	               16,803
	               17,145
	              972

	Factory expansion and increase
warehouse capacity at branches*
	
2,243
	
1,642
	
2,210
	
33

	Purchase of lorries and motor vehicles
	                   848
	                42
	
42
	           806

	Working capital
	9,090
	1,707
	2,018
	7,072

	Listing expenses
	1,800
	1,716
	1,716
	84

	Total
	32,098
	21,910
	23,131
	8,967


Balance amount of RM8.967 million not utilised is placed under short-term deposit. 

*Note: As disclosed in our prospectus, the proposed proceeds utilisation for the factory expansion cost approximately RM1.5 million, the actual completed cost has overrun by RM146,708.16. This deviation will be financed by the group’s own internally generated funds.
9. Debt and Equity Securities

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 year to date.

10. Group Borrowings and Debt Securities

There were no group borrowings and debt securities for the financial year to date.

11. 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.

12. 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.

13. Material Litigation

There were no material litigation at the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.
14. segmental reporting

As the Group operates within one industry and one country, no segmental information is provided.

15. MATERIAL CHANGES IN THE profit before taxation for current quarter as COMPARED to THE PRECEDING QUARTER

Group’s overall turnover has decreased by about 3% to RM40.826 million as compared to RM42.144 million in the preceding quarter largely due to lower off-take in the domestic market. However, the Group has shown an increase in the export sales by about 21% compared to previous quarter.

Profit before tax decreased about 17% to RM4.029 million as compared to RM4.862 million in the preceding quarter. The lower profit was mainly due to depreciation charge on new machinery, annual maintenance cost incurred for the factory and bad debts written off.

16. Review of performance

The Group’s overall turnover for the financial year ended 31 December 2001 is lower than last year by about 12%.  The decrease in turnover was firstly due to the fragile domestic consumer sentiments as a result of continuing weak commodity prices, generally weak domestic economic conditions and the continued weakness of currencies of neighbouring countries, which caused our export sales to drop. 

Profit before tax increased about 4% over last year.  This is principally due to the lower costs in certain raw materials and good management practices which led to greater efficiency in production.  

17.  Material events subsequent to 31 december 2001 

There were no material events subsequent to 31 December 2001 that have not been reflected in the financial statement, at the latest practicable date, which is not earlier than 7 days from the date of issue of this quarterly report.

18. Seasonal or Cyclical Factors

The Group’s business operations are normally affected by major festive seasons occurring in certain periods of the financial year, such as Hari Raya Puasa and Chinese New Year.


19. current year Prospects

Given the slow-down in the global economy as a whole as well as that of the Malaysian economy, especially after the 11 September attacks, the Board is cautious over the future performance for the Group. Taking this into consideration, the Board will continue to strive hard to ensure that satisfactory results are achieved in the coming year.  
20. Variance in Profit Forecast

There was no profit forecast or profit guarantee.  

21. dividend

Interim dividend of 2.5% tax exempt and 2.5% less 28% tax amounting RM2,580,000 has been paid on 28 December, 2001 for financial year ended 31 December, 2001. 

The Board of Directors proposed a final dividend of 2.5% tax exempt and 2.5% less 28% tax amounting to RM2,580,000 (Year 2000 : 5% tax exempt and 3% less 28% tax amounting to RM4,296,000) for financial year ended 31 December, 2001. 

The total dividend per share for the financial year ended 31 December, 2001 is 8.6 sen.(Year 2000: 7.16 sen ).  

The entitlement to dividend and payment date will be determined at a later date by the Board of Directors. 




By Order of the Board


Leong Oi Wah
Leong Siew Foong
Company Secretary

Johor Bahru
Dated:  20 February, 2002

