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QUARTERLY REPORT

30 JUNE 2001 

NOTES

1. Accounting Policies

The financial statements of the Group are prepared using the same accounting policies, method of computation and basis of consolidation as those used in the preparation of the most recent annual financial statements.

2. Exceptional Item

The exceptional item for the financial period under review was in respect of the provision for foreseeable loss arising from the development of 1098 units of Low Cost Apartment by Panca Warni Sdn Bhd, a 70% owned subsidiary company. 

The development of the low cost housing is one of the requirements imposed by the authorities for the entire development of Bandar Bukit Jalil, which is also in line with the Ho Hup Group’s policy on social responsibility. The Group viewed it as part of its national duty to provide affordable houses for the poor.

3. Extraordinary Item

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

4. Taxation

The taxation charge comprises of :


Current Quarter
Cumulative 

Quarter






RM’000
RM’000





Current taxation
-
-

Deferred taxation
-
-

(Over)/under provision in prior year
272
272




272
272

5. Pre-acquisition Profits

The results for the current financial period to-date do not include any pre-acquisition profits.
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6. Profit on sale of Investment and/or Properties

There were no profits on sale of investments and/or properties outside the ordinary course of the Group’s business for the financial period under review.

7. Quoted Securities

There was no purchase or disposal of quoted securities during the financial period under review.
8. Changes in the Composition of the Group

There were no changes in the composition of the Group for the financial period under review.
9. Status of Corporate Proposals

The following is the corporate proposal announced but not completed as at 22 August 2001, being the latest practicable date from the date of the issue of this quarterly report:

On 3 April 2001, The Company announced that Ho Hup Jaya Sdn Bhd, a wholly-owned subsidiary company, has entered into a conditional sale and purchase agreement on 2 April 2001 with Prolink Development Sdn Bhd, acting as agent for Prolink Seaview Sdn Bhd, to acquire approximately 227.761 acres of freehold land held under PTD 71047 and PTD 71065, Mukim of Pulai, Daerah Johor Bahru, Johor Darul Takzim for a cash consideration of RM80,957,556.35 (the “Proposed Acquisition”). 

As at the date of this announcement, the Proposed Acquisition is subject to and conditional upon the approvals being obtained from the shareholders of Ho Hup Construction Company Berhad and Renong Berhad at their respective extraordinary general meeting to be convened.

10. Seasonal or Cyclical Factors

The Group’s business operation is not materially affected by any seasonal or cyclical factors save for weather inclement.

11. Corporate Developments

There were no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period under review.
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12. Group Borrowings

Group borrowings as at 30 June 2001:

Short Term Borrowings :


RM’000



Secured


64,632

Unsecured


37,244

Sub-total




101,876

Long Term Borrowings :




Secured


62,046






Total


163,922

All borrowings are denominated in Ringgit Malaysia.

13. Contingent Liabilities

The contingent liabilities of the Group as at 22 August 2001, being the latest practicable date from the date of the issue of this quarterly report, are as follows:


RM’000




Guarantees given to financial institutions in connection with performance bonds, security and tender deposits issued by the financial institutions in favour of third parties for construction projects
57,927



14. Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risk as at 22 August 2001, being the latest practicable date from the date of the issue of this quarterly report. 

15. Material Litigation
On 8 November 2000, the Company was served with a Winding-Up Petition under section 218(1)(e) of the Companies Act, 1965 filed by Indah Reka Construction & Trading (the “Petitioner”).  The alleged amount claimed is RM2,215,085.14 which is for value of work done for a project known as “Project Rail Link From South Port to West Port Pulau Indah – Replacement of Concrete Sleepers and Associated Works and Maintenance”. 

On 10 November 2000, the High Court granted the Company an Interim Injunction to restrain the Petitioner from taking further steps in the Petition as well as gazetting, publishing, advertising and/or serving the Petition on any third party.  The hearing for the Company’s application to strike out the Petition was part heard on 27 November 2000 and 5 January 2001.

On 27 August 2001, the High Court had struck out the Petition. 

Except as disclosed above, there are no other pending material litigation as at 22 August 2001, being the latest practicable date from the date of the issue of this quarterly report. 
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16. Segmental Reporting for the quarter ended 30 June 2001
By industry segment: 


Turnover

RM’000
Profit/(loss) before taxation

RM’000
Total assets employed

RM’000

Construction 
62,722
1,981
186,544

Property development
27,228
(17,790)
253,623

Ready mix concrete
11,011
(922)
26,241

Associated companies
-
216
8,413


100,961
(16,515)
474,821

By geographical location :









Malaysia
100,961
(16,731)
466,408

The People’s Republic of China
-
216
8,413


100,961
(16,615)
474,821

17. Comments on Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter.
The Group recorded a turnover of RM53.04 million for the Current Quarter as compared to RM47.92 million for the Preceding Quarter, an increase of RM5.12 million or 10.6%. 

The Group, however, registered a pre-tax loss of RM13.26 million for the Current Quarter as compared to a pre-tax loss of RM3.25 million for the Preceding Quarter. 

The significant loss for the Current Quarter was due to the provision for foreseeable loss arising from the development of 1098 units of Low Cost Apartment by Panca Warni Sdn Bhd, a 70% owned subsidiary company. Such loss is classified under exceptional items, which is more fully described in paragraph 2 above.
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18. Review of Performance of the Company and its Principal Subsidiaries

The construction division achieved a turnover of RM62.72 million and a pre-tax profit of RM1.98 million for the financial period ended 30 June 2001, which is generally within expectations and in line with the current economic conditions of the country, especially the construction sector. The performance of the construction division remains satisfactory. 

The property development division suffered a pre-tax loss of RM17.79 million due principally to the provision for foreseeable loss arising from the development of 1098 units of Low Cost Apartment. Such loss is one-off in nature and within expectation as the selling price was capped at RM42,000 per unit by the authorities whilst the construction cost plus the proportionate land cost have exceeded that selling price.  Barring unforeseen circumstances, the subsidiary company shall be able to recoup such loss from the launching of other phases of the development, which are expected to be profitable.

The ready mix concrete business, which is an integral part of the construction division, registered a pre-tax loss of RM922,000. The loss is attributed to lower turnover achieved for the current financial period to date of RM11 million as compared to the turnover in the previous corresponding period of RM17 million. 

In the opinion of the Directors, the results for the financial period have not been affected by any transaction or event of a material or unusual nature that has occurred between the end of the reporting period and 22 August 2001, being the latest practicable date from the date of the issue of this quarterly report.

19. Prospects for the Current Financial Year

The Group continues to operate under competitive and challenging circumstances for the remainder of the financial year ending 31 December 2001. The construction division is expected to perform better in view of new projects to be secured in the third quarter. The property development division, however, is expected to show some improvement in the ensuing financial year ending 31 December 2002. 

20. Variance of Actual Profit from Forecast Profit, and Shortfall in Profit Guarantee

Not applicable

21. Proposed Dividend 

No interim dividend has been declared in respect of the current financial period ended 30 June 2001.

By Order of the Board

TAN KIM CHIN

Company Secretary

Kuala Lumpur

29 August 2001
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