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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter Ended 31 December 2002

CONDENSED CONSOLIDATED INCOME STATEMENTS 

For the quarter ended 31 December 2002




CURRENT QUARTER
CUMULATIVE QUARTER




3 months ended            31 December
12 months ended              31 December 




2002
2001
2002
2001




RM’000
RM’000
RM’000
RM’000

1.
(a)
Revenue
59,586
40,074
189,612
144,537


(b)
Cost of sales
(49,758)
(34,200)
(162,835)
(125,698)

2.
(a)
Gross profit
9,828
5,874
26,777
18,839


(b)
Other operating income
127
10
524
371


(c)
Administrative expenses
(3,343)
(2,498)
(9,878)
(7,974)

3.
(a)
Operating profit
6,612
3,386
17,423
11,236


(b)
Interest income
-
14
141
187


(c)
Rental income
3
3
12
12


(d)
Interest expense
(204)
(52)
(330)
(232)

4.
(a)
Profit before tax
6,411
3,351
17,246
11,203


(b)
Tax expense
(1,820)
(1,043)
(5,069)
(3,723)

5.
(a)
Net profit
4,591
2,308
12,177
7,480

6.
Basic Earnings per Ordinary Share (sen)

Diluted Earnings per Ordinary Share (sen)
*  6.15

-
3.09

-
*  16.31

-
9.98

-


 












*   After taking into account Shares purchased back and held as treasury shares of 479,000 ordinary shares to arrived at the weighted average number of ordinary shares of 74,645,000.

The notes set out on pages 5 to 6 form an integral part of, and should be read in conjunction with this interim financial report and the Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

CONDENSED CONSOLIDATED BALANCE SHEET

At 31 December 2002





31 December 2002
31 December 2001





RM’000
RM’000

1.

Property, plant and equipment

60,492
67,208

2.

Properties held for development

8,869
-

3.

Current Assets

     Inventory

    Properties under development

    Amount due from contract customers

    Trade and other receivables

    Deposits, cash and bank balances

174

22,630

6,914

100,720

21,675

-----------

152,113

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

23,720

4,394

72,757

17,034

-----------

117,905

-----------

4.

Current Liabilities

    Amount due to contract customers                     

    Trade and other payables                                                                                                                                                    

    Borrowings - unsecured

    Taxation                                                                    

    

23,266

47,296

977

1,955

-----------

73,494

-----------
4,812

36,598

1,289

144

----------

42,843

-----------

5.

Net Current Assets 

78,619
75,062





147,980
142,270

6.

Financed by :

Capital and reserves

Share capital

Reserves

-  Retained profits

-  Treasury Shares



75,000

61,564

(1,000)

----------

135,564
75,000

52,070

-

-----------

127,070

7.



Non-Current Liabilities

Borrowings - unsecured

Deferred taxation

-

12,416
900

14,300





147,980
142,270

The notes set out on pages 5 to 6 form an integral part of, and should be read in conjunction with this interim financial report and the Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

For the year ended 31 December 2002


12 months ended 31 December



2002
2001



RM’000
RM’000

1.
Net Profit before taxation
17,246
11,203

2.
Adjustment for non-cash items:-

    Depreciation

    Gain on disposal of property, plant & equipment

    Interest income

    Gain on disposal of investment
10,279

(479)

(141)

-
10,242

(321)

(187)

(7)

3.
Operating profit before changes in working capital
26,905
20,930

4.
Changes in working capital

    Net Change in inventory

    Net Change in properties under development

        (net of interest expense)

    Net Change in trade & other receivables

    Net Change in trade & other payables    
(174)

1,397

(31,215)

29,150
-

(1,582)

(17,867)

6,754

5.
Cash generated from operating activities
26,063
8,235


Income taxes paid

   Overdraft interest paid
(4,385)

(212)
(4,265)

(10)

6.
Net cash flows from operating activities
21,466
3,960

7.
Investing Activities

     Purchase of property, plant & equipment

     Proceeds from disposal of property, plant & equipment

     Properties held for development

   Interest received

   Proceeds from disposal of investment

   Fixed Deposit pledged
(5,873)

2,789

(8,869)

141

-

(250)
(2,793)

747

-
187

32

-

8.
Net cash used in investing activities
(12,062)
(1,827)

9.
Financing Activities

     Dividend paid

     Repayment of borrowings

     Purchase of own shares

     Loan interest paid
(2,683)

(1,200)

(1,000)

(118)
(2,700)

(900)

-

(222)

10.
Net cash used in financing activities
(5,001)
(3,822)

11.
Net Change in Cash & Cash Equivalents
4,403
(1,689)

12.
Cash & Cash Equivalents at 1 January 2002 / 1 January 2001
16,945
18,633

13.
Cash & Cash Equivalents at 31 December 2002 / 31 December 2001
21,348
16,944

The notes set out on pages 5 to 6 form an integral part of, and should be read in conjunction with this interim financial report and the Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the year ended 31 December 2002



SHARE CAPITAL 
RETAINED PROFIT
TREASURY SHARES
TOTAL



RM’000
RM’000
RM’000
RM’000

12 months ended                              

31 December 2002













Balance at  1 January 2002

75,000
52,070
-
127,070

Net profit for the year 

-
12,177
-
12,177

Dividend – 2001 final

-
(2,683)
-
(2,683)

Treasury shares, at cost

-
-
(1,000)
(1,000)

Balance at 31 December 2002

75,000
61,564
(1,000)
135,564








12 months ended 

31 December 2001













Balance at  1 January 2001

75,000
47,290
-
122,290

Net profit for the year 

-
7,480
-
7,480

Dividend – 2000 final

-
(2,700)
-
(2,700)

Balance at 31 December 2001

75,000
52,070
-
127,070








The notes set out on pages 5 to 6 form an integral part of, and should be read in conjunction with this interim financial report and the Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

NOTES TO THE INTERIM FINANCIAL REPORT 

For the year ended 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 except that the comparative figures in the Balance Sheet and Statement of Changes in Equity have been restated to reflect the impact of the non-recognition of dividend proposed after the balance sheet date in compliance with MASB 19, Events After Balance Sheet Date.

2. Audit Report

The Group’s preceding year’s financial statements for the year ended 31 December 2001 were not subject to any audit qualification.

3. Seasonality and Cyclicality of Operations

The business operations of the Group are not materially affected by any seasonal or cyclical factors except that the level of construction activities in the first quarter of the year and during the rainy seasons is generally lower.

4. Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial year to date.

5. Changes in estimates

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

6. Debt and Equity Securities etc

The Company purchased 479,000 of its own shares from the open market at a total cost of RM1,000,327 during the current financial year.  The average cost paid for the shares repurchased was RM2.09 per share.  All the shares purchased are being held as treasury shares. 

The Company did not buy back any of its own Shares during the current quarter under review. 

7. Dividends Paid


12 months ended            31 December


2002

RM’000
2001

RM’000

Ordinary



    First and Final paid:



    2001 – 5 sen per share less tax at 28% paid on 12 June 2002
2,683 *
2,700

    (2000 – 5 sen per share less tax at 28% paid on 14 June 2001) 



Total
2,683 *
2,700

* After taking into account Shares purchased back and held as treasury shares of 479,000 ordinary shares.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

NOTES TO THE INTERIM FINANCIAL REPORT 

….. Continued

8. Segmental Reporting


____________________12 months ended 31 December __________________

Business segments
Construction

Property development

Consolidated


2002

RM’000

2001

RM’000

2002

RM’000

2001

RM’000

2002

RM’000

2001

RM’000

Revenue
182,352

137,329

7,260

7,208

189,612

144,537

Segment result
15,052

9,538

2,053

1,478

17,105

11,016

Interest income








141

187

Profit before tax








17,246

11,203

Tax expense








(5,069)

(3,723)

Profit after tax








12,177

7,480

The activities of the Group are carried out in Malaysia and as such, segmental reporting by geographical locations is not presented.

9. Valuation of Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation.  The Group did not revalue any of its property, plant and equipment.

10. Subsequent Material Events

There is no material event subsequent to the end of the period reported on, that have not been reflected in the financial statement for the said period, made up to date of this quarterly report.

11. Changes in the Composition of the Group 
A new wholly owned subsidiary, HSL Hydro Sdn. Bhd. was incorporated on 22 November 2002.  It has an authorised share capital of RM100,000 comprising 100,000 ordinary shares of RM1.00 each.  The main objective of HSL Hydro Sdn. Bhd. is to carry on business as marine engineering, civil engineering, construction and building contractor.  HSL Hydro Sdn Bhd is currently dormant.

12. Contingent Liabilities

There were no contingent liabilities in respect of the Group and of the Company that have arisen since 31 December 2001 till the date of this quarterly report.

13. Related Party Transactions

General mandate was renewed at the Annual General Meeting on 23 May 2002 by shareholders of the Company to enter into recurrent related party transactions. The aggregate gross value of significant recurrent related party transactions for the twelve months ended 31 December 2002 is as follow:-


__12 months ended 31 December__


2002

RM’000

2001

RM’000

Aggregate gross value of 

significant recurrent related party transactions
31,951

26,198






The significant related party transactions comprise transactions with companies controlled by or connected to certain substantial shareholders and/or Directors of the Company, namely:

i) Yii Chi Hau, Yu Chee Lieng, Yu Chee Hoe and Yii Chee Sing (Yu/Yii Brothers); and

ii) Lau Kiing Kang and Lau Kiing Yiing (brothers-in-law of the Yu/Yii Brothers).

The above transactions have been entered into in the ordinary course of business and are on terms not more favourable to the Related Party than those generally available to the public. 
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

1. Review of Performance 

The revenue for the quarter under review is RM59.59 million against the preceding year corresponding quarter’s figure of RM40.07 million with net profit before tax at RM6.41 million and RM3.35 million respectively.  This represents a 49% increase in turnover and a 91% increase in net profit before tax. 

The revenue for the year has increased to RM189.61 million from RM144.53, an increase of 31% as compared to the preceding year.  Profit before tax for the year increased by 54% to RM17.25 million from RM11.2 million for the preceding year.  The favorable results can be attributed to the procurement of more projects among which are several larger scale projects and the efficiency of our project management. 

2. Variation of Results against Immediate Preceding Quarter

The net profit before tax for the current quarter has increased to RM6.41 million from RM4.14 million, an increase of 55% as compared to the immediate preceding quarter.  The turnover for the current quarter is RM59.59 million as compared to the immediate preceding quarter of RM51.28 million.
3. Current Year Prospects

As the Government continues to place its emphasis on the development of the construction sector particularly in Sarawak, the Group is confident that more infrastructure and building construction projects will be undertaken, thereby generating further opportunities for HSL.

The Group continues to bid for projects that utilise our core strengths in infrastructure works including offering major turnkey proposals to the public sector clients.  Looking at the current order book, the Group can expect a further increase in activity in the year ahead. 
4. Actual profit vs forecast profit / Profit guarantee

This note is not applicable, as no profit forecast was published and the Group is not required to give any profit guarantee.

5. Tax Expense


3 months ended           31 December 
12 months ended           31 December


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

Current Tax Expense - Malaysian





    Current Year
2,404
1,439
6,919
5,220

    Prior Year
-
4
34
3

Deferred Tax Expense - Malaysian





    Current Year
(584)
(400)
(1,884)
(1,800)

    Prior Year (see note)
-
-
-
300

Total Taxation
1,820
1,043
5,069
3,723

The effective tax rate of the Group is higher than the prima facie tax rate as certain expenses are not deductible for tax purposes.

Note : The under-provision of deferred taxation in prior year is mainly due to the revision by IRB on the quantum of capital allowances claimed for 1999 – tax waived year.

6. Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties during the current quarter under review nor during the financial year to date.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – Fourth Quarter ended 31 December 2002

ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

….. Continued

7. Quoted Investments

(a) There were no purchases or disposals of quoted securities during the current quarter under review nor during the financial year to date and therefore no profit or loss arising therefrom; and 

(b) The Company has no other investments in quoted securities as at the end of the reporting period.

8. Status of Corporate Proposals

There was no corporate proposal announced but not completed at the date of this quarterly report.

9. Group Borrowings and Debt Securities

The Group Borrowings as at the end of the reporting period comprised one unsecured bank overdraft and one short term loan denominated in Ringgit Malaysia. 

10. Off Balance Sheet Financial Instruments

The Group did not enter into any financial instruments with off balance sheet risk during the current quarter under review nor during the financial year to date.

11. Changes in Material Litigation

There has been no change on the status of the claim filed by Xun Da International Shipping Ltd (“Xun Da”) and Sinar Tile Industries Sdn. Bhd. (“Sinar Tile”) against 3 defendants, including the Company as 2nd Defendant, on 20 November 2001 as reported in the Annual Financial Statements for the year ended 31 December 2001. 

The Company maintains that it does not owe and/or has not breached any duty of care to Xun Da and Sinar Tile.  The Company is of the opinion that the plaintiffs do not have a good case against the Company. 

12. Dividend

The directors of the Company have recommended a first and final ordinary dividend of 6 sen per share less tax at 28% for the year ended 31 December 2002 for the approval of shareholders at the forthcoming Annual General Meeting.

13. Earnings Per Share

Basic earnings per share

The calculation of basic earnings per share was based on the net profit attributable to ordinary shares of the respective period divided by the weighted average number of ordinary shares outstanding during the year as follows : 

Number of Ordinary Shares at 1 January 2002
75,000,000

Effect of Shares purchased back during the year to date 
(355,000)

Weighted average number of ordinary shares
74,645,000

By order of the Board

Yu Chee Hung / Augustine Law

Company Secretaries

Date  :  27 February 2003
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