HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

NOTES TO THE INTERIM FINANCIAL REPORT

31 DECEMBER 2002 

1.
Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001. 

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2001.

2.
Audit report of the Group’s preceding annual financial statements

The audit report on the Group’s preceding annual financial statements was not qualified.

3
Seasonal or cyclical factors

The Group’s business operations were not materially affected by any seasonal or cyclical factors save for the unforeseeable weather condition and shortage of skilled labour.

4
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence. 

Save and except as disclosed below, there were no other items affecting the assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size, or incidence. 

The Group recognised a loss from the impairment of Land held for development in the current interim period amounting to RM36 million. The quantum of the impairment loss is determined by reference to the adjusted indicative market price less the carrying amount as at 31 December 2002. 

5
Changes in estimates

There were no material changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial year that have a material effect in the current interim period. 

6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current financial year-to-date.
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7
Dividends paid

No dividends have been paid since the beginning of the current financial year.

8.
Segment information for the financial year to date

Revenue
Profit/(loss) before tax


31.12.2002
31.12.2001
31.12.2002
31.12.2001

By industry segment:
RM’000
RM’000
RM’000
RM’000













Construction 
93,348
98,907
(26,425)
(3,771)

Property development
47,550
68,811
2,966
(19,479)

Less: impairment loss
-
-
(36,000)
-

Ready mixed concrete
28,656
22,509
392
(1,031)

Associated companies
-
-
1,368
738


169,554
190,227
(57,699)
(23,543)

9
Valuations of property, plant and equipment

No valuations have been carried out on the Group’s property, plant and equipment. The assets are stated at cost less accumulated depreciation.

10.
Material events subsequent to the end of the interim period
In the opinion of the Directors, the financial statements for the interim period have not been affected by any material event that has occurred between the end of the interim period and the date of this report.

11
Changes in the composition of the Group

There were no changes in the composition of the Group during the interim period.
12
Changes in contingent liabilities or contingent assets 

The changes in contingent liabilities (other than the material litigation disclosed in Note 11 on Additional Information Required by the KLSE’s Listing Requirements) since the last annual balance sheet date made up to the date 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 works
(19,921)
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ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

1.
Review of performance of the company and its principal subsidiaries for the current quarter and financial year-to-date

The construction division achieved a turnover of RM30.85 million and a pre-tax loss of RM7.31 million for the Current Quarter. (Previous quarter: RM13.98 million and RM8.42 million, respectively). The financial year to-date pre-tax loss was RM26.42 million on a turnover of RM93.35 million.  

The loss suffered is attributed to lower construction contract revenue as compared to previous year corresponding period, aggravated by the low margin contracts.

The property development division registered a pre-tax profit of RM1,019,000 for the Current Quarter (Previous quarter: RM831,000) on a turnover of RM11.82 million (previous quarter: RM10.28 million).  For the financial year to-date, this division recorded a pre-tax profit and revenue of RM2.96 million and RM47.55 million, respectively, as compared to a loss of RM19.48 million on the back of a revenue of RM68.81 million registered in the previous year corresponding period. In addition, as disclosed in Note 4 on the “Notes to the Interim Financial Report”, the property development division recognised an impairment loss of RM36 million in the Current Quarter result. 

The pre-tax profit for the current financial year recorded by this division is attributed to the on-going development of the 930-unit Jalil Damai Apartment, a medium cost project. 

The ready mixed concrete division registered a slight loss of RM3,000 for the Current Quarter (previous quarter: a profit of RM161,000) on a turnover of RM7.00 million (previous quarter RM8.13 million). For the financial year to-date, this division registered a pre-tax profit of RM392,000, as compared to a loss of RM1,031,000 recorded in the previous year corresponding period. 

2.
Explanatory comments on any material change in the profit before taxation for the quarter reported on as compared with the immediate preceding quarter.
The Group recorded a pre-tax loss of RM42.17 million for the Current Quarter as compared to a pre-tax loss of RM7.254 million registered in the immediate preceding quarter. The significant increase was due mainly to the recognition of an impairment loss of RM36 million as disclosed in Note 4 on the “Notes to the Interim Financial Report”.
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3.
Prospects for the financial year ending 31 December 2003

The challenging operating environment continues to adversely affect the operations of the Group, and this scenario is likely to persist for the next financial year ending 31 December 2003.

To overcome the challenging operating environment that may affect the operations of the Group in a year ahead, the Group has been making and continues to make efforts to rationalise its businesses and investments by disposing of non-core assets and accelerating the property development activity undertaken by its subsidiary company.

The above Group rationalisation initiatives, coupled with the timely completion of the proposed rights issue are essential to enable the Company and Group to continue to meet their obligations and to operate as planned. The directors are committed to complete the Group rationalisation or its variant, if necessary. 

4
Variance of actual profit from forecast profit, and shortfall in profit guarantee

This note is not applicable

5.
Taxation

The taxation charge comprises of:


Current Quarter
Cumulative 

Quarter






RM’000
RM’000





Current taxation
-
-

Deferred taxation
-
(1,000)

(Over)/under provision in prior year
-
23


-
977

6.
Profits/(losses) on sale of unquoted investment and/or properties

There were no profits or losses on sale of unquoted investments and/or properties outside the ordinary course of the Group’s business for the current quarter and financial year-to-date.

7.
Quoted securities

There was no purchase or disposal of quoted securities for the current quarter and financial year-to-date.
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8.
(a) Status of corporate proposals

Save and except as disclosed below, there were no corporate proposals announced but not completed as at 19 February 2003, being the latest practicable date from the date of the issue of this quarterly report.

On 15 April 2002, the Company announced the following proposals: 

(i) Proposed Bonus Issue of 12,000,048 new ordinary shares of RM1.00 each in the Company on the basis of 1 new ordinary share of RM1.00 each for every 5 existing ordinary shares of RM1.00 each held before the Proposed Rights Issue; and

(ii)
Proposed Rights Issue of 30,000,120 new ordinary shares of RM1.00 each in the Company on the basis of 1 new ordinary share of RM1.00 each for every 2 existing ordinary shares of RM1.00 each held before the Proposed Bonus Issue, at an issue price to be determined and announced later; and
(iii)
Proposed increase in authorised share capital of the Company from RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each to RM200,000,000 comprising 200,000,000 ordinary shares of RM1.00 each.

And the following approvals have been obtained:-

(A) the approval of the shareholders in respect of items (i) to (iii) was obtained on 28 June 2002;

(B) the approval of the Securities Commission in respect of item (ii) was obtained on 23 August 2002, and the Securities Commission has, vide its letter dated 13 February 2003 further approved the Company’s application of extension of time to 22 August 2003 to complete the Proposed Rights Issue.

8.
(b) Status of utilisation of proceeds raised

This note is not applicable
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9.
Group borrowings and debt securities

(a) Short Term Borrowings :



31.12.2002

RM’000
31.12.2001

RM’000



Secured

144,638
95,312

Unsecured

9,759
9,865

Sub-total



154,397
105,177

(b) Long Term Borrowings :






Secured

55,528
53,056






Total Borrowings

209,925
158,233

All borrowings are denominated in Ringgit Malaysia.

10.
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 19 February 2003, being the latest practicable date from the date of the issue of this quarterly report. 

11.
Changes in material litigation
Save for a contingent liability not exceeding RM11,613,051 in respect of a counter-claim by Tenaga Nasional Berhad (“TNB”) arising from a suit instituted by Ho Hup – Ballast Nedam – Permodalan Negeri Selangor Bhd Joint Venture against TNB, there were no material changes in material litigation since the last annual balance sheet date made up to 19 February 2003, being the latest practicable date from the date of the issue of this quarterly report. 

12.
Proposed dividend 

No dividend has been declared for the current quarter and financial year-to-date.
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13
(a) Basic earnings/(loss) per share

The calculation of basic earnings/(loss) per share for the quarter is based on the net profit/(loss) attributable to ordinary shareholders of (RM42,508,000) and the number of ordinary shares in issue during the quarter of 60,000,240 

(b) Diluted earnings/(loss) per share

This note is not applicable

14. Provision of financial assistance

(a)
The aggregate amount of advances provided to subsidiary companies during the current quarter are as follows:-











 











            RM’000



1)
Bukit Jalil Development Sdn Bhd (Formerly known as Panca 

             Warni Sdn Bhd)





                     961



2)
Homeg Sdn Bhd





      1,822





(b)
There is no material financial impact on the Group.

By Order of the Board

TAN KIM CHIN

Company Secretary

Kuala Lumpur

26 February 2003
