
HIAP TECK VENTURE BERHAD

(Company No: 421340-U)

Notes to the Quarterly Report – 31st July 2008

PART A : EXPLANATORY NOTES AS PER FINANCIAL REPORTING

                  STANDARDS (“FRS”) 134, INTERIM FINANCIAL REPORTING

1. Basis of preparation

These interim financial statements are prepared in compliance with FRS 134 “Interim Financial Reporting” issued by Malaysian Accounting Standards Board (“MASB”) and Chapter 9 Part K of the Listing Requirement of Bursa Malaysia Securities Berhad. The interim financial report should be read in conjunction with the Company’s annual audited financial statements for the year ended 31st July 2007.

This interim financial report has been prepared based on accounting policies and methods of computation which are consistent with those adopted in the annual audited financial statements for the year ended 31st July 2007, except for the adoption of revised FRSs that are mandatory for financial periods beginning on or after 1 July 2007.

2. Audit qualification

There were no audit qualifications on the annual financial statements of the Group for the year ended 31st July 2007.

3. Seasonal or cyclical factors

The Group’s business operations are not materially affected by any major seasonal factors except during Hari Raya, Christmas and Chinese New Year festive seasons where business activities generally slow down.

4. Unusual nature and amount 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 quarter. 
5. Material changes in estimates

There were no material changes in estimates of amount reported in prior interim period that have material impact in the current quarter under review.

6. Debt and equity securities 

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current quarter under review except for the repurchase of 1,755,300 ordinary shares of the Company under its Share Buybacks scheme.  The total consideration paid for the share buybacks including transaction costs was RM2,917,798. The Company has retained all these shares purchased as treasury shares.

The details of shares held as treasury shares as at 31st July 2008 are as follows:


	
	No. of Shares

Purchased
	Average Purchase

Price (RM)
	Consideration Paid

(RM)

	As at 1.8.2007
	-
	-
	-

	March 2008
	562,100
	1.56
	875,589

	May 2008
	172,000
	1.79
	307,112

	June 2008
	1,483,300
	1.65
	2,454,050

	July 2008
	100,000
	1.57
	156,636

	As at 31.7.2008
	2,317,400
	1.64
	3,793,387


7. Dividend paid


No dividend has been paid during the period under review.

8. Segment information

The Group’s activities, which are located in Malaysia, are identified into the following business segments: 

Steel related activities - Manufacturer & distributor of various iron and steel   products

            Others                            -  Investment in & renting out of property, transportation





and
 dormant companies


8.
Segment information (cont’d)





     
       12 months ended 31st July 2008 










      
       Steel      


            Inter-





     related
      
                      segment







   activities
         Others
       elimination
  Total
 



        

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

Revenue
        
 


Sales to external   


  customers          1,661,988

     45
                      -       1,662,033

Inter-segment 


  sales                                -                  27,206              (27,206)                   -    



Total revenue      1,661,988                 27,251              (27,206)    1,662,033


Results


Operating profit    220,322                   14,961              (13,680)       221,603







      

Finance costs





                     (21,804)










Profit before tax






         199,799



Income tax expense




        
        ( 44,367)

   


Net profit for the year
  




          155,432





        






     ========            
   

9.
Valuation of property, plant and equipment

         Based on the valuation reports prepared by Regroup Associates Sdn Bhd, registered independent valuer, the fair value of the Group’s land and buildings is RM121,300,000. The carrying amount of the properties as at 31 July 2008 was RM100,999,050. The revaluation surplus was incorporated in the financial statements for the financial year ended 31 July 2008.

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

There were no material events subsequent to the end of the interim period up to the date of this report.

11.
Changes in the composition of the Group

There were no changes in the composition of the Group for the current quarter under review.

12.
Changes in contingent liabilities and assets

The contingent liabilities of the Company are as follow:









  As at

      As at








          31.7.2008
   31.7.2007










   RM  

        RM
Corporate Guarantee in favour of financial




institutions for facilities granted 

to subsidiaries     



  830.47 Million        741.62 Million







=============   ============


Corporate Guarantee to suppliers for credit

facilities granted to subsidiaries



9 Million
       9 Million








=============   ============


13.
Capital commitments

As at 31st July 2008, Capital Commitment approved by the Board and contracted for plant and equipment amounted to RM0.62 million. 

14.
Related party transactions

Related party transactions for the quarter under review in which certain directors have direct/indirect interest are as follows:








 
 Current year

    Current









     Quarter
            Year-to-date 




 

       
     31.7.2008
  
   31.7.2008
    





      RM’000

     RM’000

 

-
   sales of steel products


          1,476 

         3,706



-     rental expense



          1,050                          4,200 


-
   renting of scaffolding equipment


   77

 
325

-
   professional fees                   


     - 

 
  29

These transactions have been entered into in the normal course of business and at arms length basis and on terms no more favourable to the related party than those generally available to the public and are not detrimental to minority shareholders. 

PART B: ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

15.
Review of performance


During the current quarter under review, the Group achieved a turnover of RM484.076 million, an increase of 48.82% as compared to RM325.284 million for the corresponding period of the previous year.  Profit before tax increased significantly from RM12.301 million in the corresponding period of the previous year to RM88.406 million for the fourth quarter of Financial Year 2008. The increase was due to higher business volume and increase in steel prices.

On a full year basis, the Group’s turnover increased by 29.74% to RM1.662 billion from RM1.281 billion in financial year 2007. Profit before tax increased by 98.24% from RM100.785 million in Financial Year 2007 to RM199.799 million for Financial Year 2008. 
16. Comparison with preceding quarter’s results

The Group recorded a turnover of RM484.076 million for the current quarter ended 31st July 2008 as compared to RM445.863 million achieved in the immediate preceding quarter, 8.57% higher.  Profit before tax increased by 44.04% from RM61.375 million in the immediate preceding quarter to RM88.406 million for the current quarter under review. Better profit margins of steel products have contributed to the improved performance.

17. Prospects for the next financial year 

International and domestic steel prices have started to show signs of softening. The Group expects tough business environment in the coming financial year. The Group will adopt a more cautious approach in inventory management and tighten its credit control. Nevertheless, the Group will make every effort to achieve satisfactory results for the financial year ending 31st July 2009.
18. Variance of actual and forecast profit

Not applicable. 

19.
Tax








 Current year

   Current 








     Quarter

Year-to-date








                31.7.2008
               31.7.2008








      RM’000

     RM’000 
 

Income Tax



         12,855

         41,968

Deferred Tax



           2,086

           2,399








         14,941

         44,367







===========
===========


The Group’s effective tax rate was lower than the statutory income tax rate in Malaysia mainly due to utilization of capital allowance and reinvestment allowance by the Group.
Alpine Pipe Manufacturing Sdn Bhd (“APM”), a wholly owned subsidiary of the Company was granted a Special Incentive by MIDA for full income tax relief for 10 years in respect of the production of certain specific structural pipes commencing from the financial year 2008. 
During the current financial year, APM has applied to MIDA to surrender the Special Incentive granted, which has not been approved as at to date. 
APM has previously incurred capital expenditure to bring to the production of these structural pipes. No capital allowance (“CA”) and reinvestment allowance (“RA”) have been claimed by APM on capital expenditure incurred due to the Special Incentive. 

With the surrender of the Special Incentive, APM will submit a revised tax computation to claim the CA and RA in previous year. 
Pending submission of the revised tax computation and confirmation from IRB, the Group, in preparing this interim financial report, has not taken into account the unutilized RA carried forward from previous year which amounts to approximately RM58 Million. 

20.
Unquoted investment or properties

There were no disposals of unquoted investments or properties during the quarter under review.

21. Quoted and marketable investments

There were neither purchases nor sales of quoted securities for the quarter under review.

All quoted investment on Bursa Securities arising from a settlement by a trade debtor whose debts to the Group has previously been fully provided for, were disposed of during the previous quarter :











   Current 








     


Year-to-date








                

               31.7.2008







     


    RM’000

Sale proceeds

                                                           12 
Loss on disposals


            

           16

22.
Status of corporate proposal 


There are no outstanding corporate proposals. 

23.
Borrowings


The Group’s borrowings as at 31st July 2008 are as follows:






      Long Term      Short Term            Total






           RM’000            RM’000        RM’000

Unsecured:

Bankers’ Acceptances
 

    -
              502,547         502,547
Bank Overdraft


    -

         366
       366

Secured:

Term Loans

              22,406               19,369           41,775




     ---------------------------------------------------



  
  22,406
  522,282         544,688




     ==============================

Bankers’ Acceptances and Bank Overdraft are secured by corporate guarantees of the Company.

Term Loans are secured by specific charge over certain mills and corporate guarantees of the Company.

24.
Off balance sheet financial instrument

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

25.
Material litigation 

There is no material litigation for the quarter under review.

26.
Dividend

The Board of Directors is pleased to declare a Single Tier Final Dividend of 3 sen per share for the Financial Year ended 31st July 2008.  The entitlement date will be announced in due course.

27.
Earnings per share

Current quarter ended 31st July 2008



Profit attributable to equity holders



   of parent 




(RM’000)   

   73,465             



Weighted average number of 



   ordinary shares in issue   (RM0.50 each) 
      (‘000) 
             325,936


Basic earnings per ordinary share

        (sen)
                 22.54


Diluted earnings per ordinary share

        (sen)                           N/A




Current year-to-date ended 31st July 2008



Profit attributable to equity holders



    of parent 




(RM’000)

 155,432


Weighted average number of


      ordinary shares in issue   (RM0.50 each)         (‘000)
            326,961


Basic earnings per ordinary share
                    (sen)
 
    47.54



Diluted earnings per ordinary share

        (sen)                          N/A
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