HIAP TECK VENTURE BERHAD

(Company No: 421340-U)

Notes to the Quarterly Report – 30th April 2003

PART A : EXPLANATORY NOTES AS PER MASB 26

1. Basis of preparation

These interim financial statements are prepared in compliance with the Malaysian Accounting Standards Board (MASB) Standard No. 26 “Interim Financial Reporting” and should be read in conjunction with the Company’s annual financial statements for the year ended 31st July 2002.

The accounting policies and method of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual audited financial statements for the year ended 31st July 2002.  

2. Audit qualification

There were no audit qualifications on the annual financial statements of the Company for the year ended 31st July 2002.

3. Seasonal or cyclical factors

The Group’s business operation results were not materially affected by any major seasonal or cyclical factors.

4. Unusual nature and amounts of items affecting assets, liabilities, equity, net income or cash flows

There were no unusual nature and amount of items affecting assets, liabilities, equity, net income or cash flows during the current quarter under review.

5. Material changes in estimates

There were no material changes in estimates of amount reported in the current period under review.

6. Debt and equity securities 

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current period under review except as disclosed in Note 11.

7. Dividend 


No dividend was declared or paid during the period under review.

8. Segment information


Segment information is presented in respect of the Group’s business segments. 


Business segment :


Manufacturing-   Manufacturer & distributor of scaffolding and related     

     

 equipments, steel pipes and related products

Trading
  -   Importers, exporters & general dealing in steel products, 



       hardware & building materials



   Others
   -   Investment in & renting out of property, transportation and





        dormant companies







Manufacturing   Trading
Others

Total






Division
   Division







RM’000
   RM’000
RM’000
RM’000


Revenue


219,227
   135,636
        168
355,031     


Profit before taxation
  20,650
       2,941               (312)
  23,279








Profit after taxation
  14,835
       2,018   
       (572)
  16,281
 

9.
Property, plant & equipment

The leasehold land, freehold land and buildings were revalued on 26 March 2003 by the Directors based on independent professional valuation carried by M/s Khong & Jaafar Sdn Bhd.

10.
Material events subsequent to the end of the interim period

(a)
Subsequent to the period under review, Hiap Teck Venture Berhad will undertake the issuance of 91,200,000 new ordinary shares of RM0.50 each at an issue price of RM0.55 per new ordinary share payable in full upon application comprising:

-
5,000,000 new ordinary shares made available to eligible employees, directors and business associates (comprising customers and suppliers) of the Hiap Teck Venture Berhad Group of companies;

-
5,000,000 new ordinary shares made available for application by the Malaysian Public;

-
66,400,000 new ordinary shares by way of private placement; and

-
14,800,000 new ordinary shares to bumiputera investors nominated by Hiap Teck Venture Berhad approved by the Ministry of International Trade and Industry,

in conjunction with its listing on the Main Board of the Kuala Lumpur Stock Exchange.

(b) On 29th May 2003, the Hiap Teck Venture Berhad issued 84,652,188 new ordinary shares of RM0.50 each at an issue price of approximately RM0.74 per share to acquire three properties namely Lot 6085, Lot 6088 and Lot 6089, District of Klang.

(c) On 24th June 2003, the subsidiary, H.T. Property Sdn. Bhd. entered into a sale & purchase agreement with Toyogo Sdn. Bhd. to sell all of that parcel of property known as PLO No. 215, Senai Industrial Lot Senai IV for a consideration of RM1,650,000 which will result in neither gain or loss before the inclusion of any expenses incidental to disposal. No provision has been made in the financial statements for the period under review for any costs incidental to the disposal.

11.
Changes in the composition of the Group

(a) Acquisition of companies

On 24 January 2000, 2 September 2002, 16 September 2002 and 12 January 2003, Hiap Teck Venture Berhad (HTVB) entered into agreements with the shareholders of Hiap Teck Hardware Sdn Bhd (HTH), Tiek Hong Hardware (B’worth) Sdn Bhd (THH), Alpine Pipe Manufacturing Sdn Bhd (APM), Huatraco Marketing Sdn Bhd (HMSB) and Briliant Decade Transport Agency Sdn Bhd (BDSB) for the acquisition of the entire issued and paid-up capital of HTH, THH, APM, HMSB and BDSB for a total purchase consideration of RM99,596,759 satisfied by the issuance of 150,947,808 new ordinary shares of RM0.50 each in HTVB.  


The purchase consideration of RM99,596,759 for the acquisition was arrived at based on the audited net tangible assets of HTH, THH, APM, HMSB and BDSB as at 31 July 2000 after adjusting for revaluation surplus/deficit on landed properties. 


The above acquisition was completed on 27 March 2003.

(b) Acquisition of properties

On 22 November 2002, 14 January 2003 and 5 May 2003, HTVB entered into agreements with United Coconut Fibre Products Sdn Bhd for the acquisition of property known as Lot 6085, District of Klang for a purchase consideration of RM21,100,000 satisfied by the issue of 28,396,839 ordinary shares of RM0.50 each in HTVB at an issue price of approximately RM0.74 per share.  

On 22 November 2002, 14 January 2003 and 5 May 2003, HTVB entered into  agreements with K.H.L. Sdn Bhd for the acquisition of properties known as Lot 6088 and Lot 6089, District of Klang for a purchase consideration of RM19,800,000 and RM22,000,000 respectively, satisfied by the issue of 26,647,270 and 29,608,079 ordinary shares of RM0.50 each in HTVB at an issue price of approximately RM0.74 per share.

The acquisition of properties was completed on 29 May 2003.   

12.
Contingent liabilities and assets

There were no material contingent liabilities and assets as at 30 April 2003.

13.
Capital commitments

There were no material capital commitments as at 30 April 2003.

14.
Related party transactions

Related party transactions for the quarter under review and year-to-date are as follows:









Current

Year-to-date 




 

       Quarter ended
                 ended



      

        30 April 2003

30 April 2003






RM’000

    RM’000



Hiap Wing Marketing Sdn Bhd

· sales of steel products



562


     772

· purchase of steel products



  30


     256 


Hiap Wing Building Material Sdn Bhd

· sales of steel products



  13


       13

· purchase of steel products



  11


       11


Power Concord Sdn Bhd


· sales of steel products



871


     872
 

· rental income received



  45


     135



K.H.L. Sdn Bhd


-
   rental expenses




298

  
  2,393


United Coconut Fibre Products Sdn Bhd


-
    rental expenses




390


  1,170

15.
Comparison with preceding quarter’s results

As the financial statements of the Group for the current quarter ended 30th April 2003 are drawn up for the first time, there are no comparative figures.

PART B:  ADDITIONAL INFORMATION REQUIRED BY THE KUALA   LUMPUR STOCK EXCHANGE LISTING REQUIREMENTS

16.
Review of performance


The Group achieved revenue of RM355.031 million and profit after exceptional item but before tax of RM23.28 million for the period under review.

17.
Variation of results against preceding quarter

As the financial statements of the Group for the current quarter ended 30th April 2003 are drawn up for the first time, there are no comparative figures.

18.
Current year prospects

Barring any unforeseen circumstances and on the assumption that the current situation remain, the Board is confident in meeting the profit forecast for the financial year ended 31 July 2003.

19.
Variance of actual and forecast profit


Not applicable for this report.

20.
Tax








9 months ended








 30 April 2003








     RM’000


Income Tax



      6,820



Deferred Tax



        (665)


	    6,155


Under/(over) provision in prior years:

Income Tax



       (197)

Deferred Tax



      1,041           

	    844





      6,999

	


The effective tax rate for the period under review was higher than the statutory income tax rate in Malaysia due to certain expenses which are not deductible for tax purposes.

21.
Unquoted investment 

Other than disclosed in Note 11, the Group has not made any investments in any unquoted investments and/or properties during the quarter under review.

22.
Quoted and marketable investments

There were no investment in quoted and marketable securities made during the quarter under review.

23.
Status of corporate proposal announced

In connection with and as an integral part of the listing and quotation of Hiap Teck Venture Berhad on the Main Board of the Kuala Lumpur Stock Exchange, the Company undertook the following exercises:-

i) Acquisition as disclosed in Note 11(a), Part A

ii) Placement of shares as disclosed in Note 10(a), Part A

iii) Restricted issue as disclosed in Note 10(a), Part A

iv) Public issue as disclosed in Note 10(a), Part A


v)
Status of Utilization of Proceeds

The estimated total gross proceeds from the Public Issue, Private Placement and Restricted Issue of RM50.16 million would be utilized in the following manner:

 








Financial Year 2004









          RM’000






Repayment of bank borrowings
           16,600 






Working capital


           30,560




Estimated listing expenses


 3,000

	50,160


24.
Borrowings


The Group’s borrowings as at 30 April 2003 are as follows:-







Long

Short

Total







Term

Term








          RM’000          RM’000           RM’000



Hire Purchase


     196
                 838

  1,034



Term Loans


15,540

  6,092

21,632



Bank Overdraft

    -

10,027

10,027


Bankers Acceptance

    -
          135,181
          135,181



Trust Receipts


    -

35,630

35,630



Revolving Credit

    -

  3,000

  3,000







15,736
          190,768
          206,504
 


	


Bank overdraft, bankers acceptance, trust receipts and revolving credit are secured on certain properties belonging to a subsidiary company and a company owned by a major shareholder, joint & several guarantees by directors of those respective subsidiaries enjoying the facilities and corporate guarantees by a substantial shareholder.

Term loans are secured on 3rd party first fixed charge over a piece of land owned by a major shareholder, joint and several guarantees by directors of those respective subsidiaries enjoying the facilities and certain plant & machinery of a subsidiary. 

The hire purchase payables are secured on certain motor vehicles.

25.
Off balance sheet financial instrument

There is no material financial instrument with off balance sheet risk as at the date of this report.

26.
Material litigation 

There is no material litigation for the quarter under review.

27.
Basic earning per share










Current
Year-to-date


       Quarter ended
     ended



       30 April 2003
30 April 2003



Net profit for the period
(RM’000)

  5,803                  16,281



Weighted average number of 
(‘000)


50,916

     17,372


RM0.50 each Shares in issue



Basic earning per share
(sen)


  11.40  
      93.72



Enlarged number of shares (RM0.50 each) (‘000)    327,400               327,400



Diluted earning per share
(sen)
                           1.77

       4.97
  

