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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter Ended 31 March 2004

CONDENSED CONSOLIDATED INCOME STATEMENTS 

For the quarter ended 31 March 2004




CURRENT QUARTER
CUMULATIVE QUARTER




3 months ended            31 March
3 months ended            31 March




2004
2003
2004
2003




RM’000
RM’000
RM’000
RM’000

1.
(a)
Revenue
68,885
58,649
68,885
58,649


(b)
Cost of sales
(58,489)
(50,611)
(58,489)
(50,611)

2.
(a)
Gross profit
10,396
8,038
10,396
8,038


(b)
Other operating income
301
281
301
281


(c)
Administrative expenses
(2,788)
(2,302)
(2,788)
(2,302)

3.
(a)
Operating profit
7,909
6,017
7,909
6,017


(b)
Interest income
289
72
289
72


(d)
Interest expense
(7)
(37)
(7)
(37)

4.
(a)
Profit before tax
8,191
6,052
8,191
6,052


(b)
Tax expense
(2,316)
(1,788)
(2,316)
(1,788)

5.
(a)
Net profit
5,875
4,264
5,875
4,264

6.
Basic Earnings per Ordinary Share (sen)

Diluted Earnings per Ordinary Share (sen)
5.04

-
3.61 

-
5.04

-
3.61

-


 












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 2003.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter ended 31 March 2004

CONDENSED CONSOLIDATED BALANCE SHEET

At 31 March 2004





31 March 2004
31 December 2003





RM’000
RM’000

1.

Property, plant and equipment

48,685
52,836

2.

Properties held for development

8,908
8,903

3.

Current Assets

     Inventory

    Properties under development

    Trade and other receivables

    Deposits, cash and bank balances

2,096

19,007

128,897

57,586

-----------

207,586

-----------
2,096

19,335

108,025

64,614

-----------

194,070

-----------

4.

Current Liabilities

    Trade and other payables                                                                                                                                                    

    Borrowings - unsecured

    Taxation                                                                    

    

99,404

111

3,834

-----------

103,349

-----------
96,064

-

3,080

-----------

99,144

-----------

5.

Net Current Assets 

104,237
94,926





161,830
156,665

6.

Financed by:

Capital and reserves

Share capital

Reserves

-  Capital Redemption

-  Retained profits

-  Treasury Shares



116,535

2,165

33,067

-

----------

151,767

----------
72,835

2,165

70,892

-

----------

145,892

----------

7.



Non-Current Liabilities

Deferred taxation

10,063
10,773





161,830
156,665

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 2003
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter Ended 31 March 2004

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

For the quarter ended 31March 2004


3 months ended 31 March



2004
2003



RM’000
RM’000

1.
Net Profit before taxation
8,191
6,052

2.
Adjustment for non-cash items:-

    Depreciation

    Gain on disposal of property, plant & equipment

    Interest income 
2,169

(268)

(289)
2,455

(261)

(72)

3.
Operating profit before changes in working capital
9,803
8,174

4.
Changes in working capital

    Net Change in properties under development

        (net of interest expense)

    Net Change in trade & other receivables

    Net Change in trade & other payables    
335

(20,871)

3,340
185

(23,351)

639

5.
Cash used in operating activities
(7,393)
(14,353)


Income taxes paid

   Overdraft interest paid
(2,272)

(7)
(1,430)

(23)

6.
Net cash used in operating activities
(9,672)
(15,806)

7.
Investing Activities

     Purchase of property, plant & equipment

     Proceeds from disposal of property, plant & equipment

     Properties held for development

   Interest received
(181)

2,431

(5)

289


(372)

427

(1)

72



8.
Net cash flows from investing activities
2,534
126

9.
Financing Activities  

     Repayment of borrowings

     Purchase of own shares

     Loan interest paid
-

-

-
(300)

(669)

(14)

10.
Net cash used in financing activities
-
(983)

11.
Net Change in Cash & Cash Equivalents
(7,138)
(16,663)

12.
Cash & Cash Equivalents at 1 January 2004 / 1 January 2003
64,364
21,348

13.
Cash & Cash Equivalents at 31 March 2004 / 31 March 2003
57,226
4,685

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 2003.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter ended 31 March 2004

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the quarter ended 31 March 2004



SHARE CAPITAL 
CAPTIAL REDEMPTION RESERVE
RETAINED PROFITS
TREASURY SHARES
TOTAL



RM’000
RM’000
RM’000
RM’000
RM’000

3 months ended                              

31 March 2004















Balance at  1 January 2004

72,835
2,165
70,892
-
145,892

Bonus Issue

43,700
-
(43,700)
-
-

Net profit for the period

-
-
5,875
-
5,875

Balance at 31 March 2004

116,535
2,165
33,067
-
151,767









3 months ended                              

31 March 2003















Balance at  1 January 2003

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

Net profit for the period

-
-
4,264
-
4,264

Treasury shares, at cost

-
-
-
(669)
(669)

Balance at 31 March 2003

75,000
-
65,828
(1,669)
139,159









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 2003.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter ended 31 March 2004

NOTES TO THE INTERIM FINANCIAL REPORT 

For the quarter ended 31 March 2004

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 2003.
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 2003.

2. Audit Report

The Group’s preceding year’s financial statements for the year ended 31 December 2003 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 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 financial years that have a material effect in the current interim period.

6. Debt and Equity Securities etc

At an Extraordinary General Meeting of the Company held on 20 February 2004, shareholders approved the Proposed Bonus Issue of 43,700,700 new ordinary shares of RM1.00 each credited as fully paid up on the basis of three new ordinary shares for every five existing ordinary shares held on 12 March 2004.  The bonus shares which were allotted on 18 March 2004, has increased the issue and paid up share capital of the Company to RM116,535,200 comprising 116,535,200 ordinary shares of RM1.00 each.
7. Dividend Paid

There was no interim dividend declared for the three months period up to 31 March 2004. 

8. Segmental Reporting


___________________3 months ended 31 March ___________________

Business segments
Construction

Property development

Consolidated


2004

RM’000

2003

RM’000

2004

RM’000

2003

RM’000

2004

RM’000

2003

RM’000

Revenue
67,356

57,675

1,529

974

68,885

58,649

Segment result
7,406

5,716

496

264

7,902

5,980

Interest income








289

72

Profit before tax








8,191

6,052

Tax expense








(2,316)

(1,788)

Profit after tax








5,875

4,264

The activities of the Group are carried out in Malaysia and as such, segmental reporting by geographical locations is not presented.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter ended 31 March 2004

NOTES TO THE INTERIM FINANCIAL REPORT

For the quarter ended 31 March 2004
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 
There were no changes in the composition of the Group during the current quarter under review.

12. Contingent Liabilities

There were no contingent liabilities in respect of the Group and of the Company that have arisen since 31 December 2003  till the date of this quarterly report.

13. Related Party Transactions

The shareholders approved a general mandate at the Annual General Meeting on 22 May 2003 for the Group to enter into recurrent related party transactions. The general mandate was renewed by shareholders at the Annual General Meeting held on 18 May 2004.  The aggregate gross value of significant recurrent related party transactions for year ended 31 March 2004 were as follow:-


____3 months ended 31 March____


2004

RM’000

2003

RM’000

Aggregate gross value of 

significant recurrent related party transactions
10,023

7,933






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 – First Quarter ended 31 March 2004

ADDITIONAL INFORMATION REQUIRED BY THE MSEB’S LISTING REQUIREMENTS

For the quarter ended 31 March 2004

1. Review of Performance 

The revenue for the quarter under review is RM68.89 million against the preceding year corresponding quarter’s figure of RM58.65 million with net profit before tax at RM8.19 million and RM6.05 million respectively.  This represents a 17% increase in turnover and a 35% increase in net profit before tax. 

2. Variation of Results against Immediate Preceding Quarter

The net profit before tax for the current quarter is RM8.19 million as compared to RM9.60 million for the immediate preceding quarter. The turnover for the current quarter is RM68.89 million as compared to the immediate preceding quarter of RM94.58 million. 

3. Current Year Prospects

Infrastructure development in Sarawak remains a Government priority and therefore the Group is confident of securing further opportunities for HSL.  

The Group continues to bid for projects that utilise our core strengths in marine and civil engineering. With the level of construction activity in the state and niche position of HSL in reclamation and infrastructure activities, we remain positive on our business outlook for the year.

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


Individual Quarter
Cumulative Quarter


3 months ended 

31 March
3 months ended 

31 March


2004
2003
2004
2003


RM’000
RM’000
RM’000
RM’000

Current Tax Expense - Malaysian





    Current Year
3,026
2,230
3,026
2,230

Deferred Tax Expense - Malaysian





    Current Year
(710)
(442)
(710)
(442)

Total Taxation
2,316
1,788
2,316
1,788

Reconciliation of effective tax rates

Profit before taxation
8,191
6,052
8,191
6,052

Income tax using Malaysian tax rates
2,254
1,687
2,254
1,687

Non-deductible expenses
62
101
62
101

Tax expense
2,316
1,788
2,316
1,788

6. Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties during the current quarter under review.
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter ended 31 March 2004

ADDITIONAL INFORMATION REQUIRED BY THE MSEB’S LISTING REQUIREMENTS

 For the quarter ended 31 March 2004

7. Quoted Investments

(a) There were no purchases or disposals of quoted securities during the current quarter under review 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

At an Extraordinary General Meeting of the Company held on 20 February 2004, shareholders approved the Proposed Bonus Issue of 43,700,700 new ordinary shares of RM1.00 each credited as fully paid up on the basis of three new ordinary shares for every five existing ordinary shares held on 12 March 2004.  The bonus shares which were allotted on 18 March 2004, has increased the issue and paid up share capital of the Company to RM116,535,200 comprising 116,535,200 ordinary shares of RM1.00 each. The 43,700,700 bonus shares were listed on the Malaysia Securities Exchange Berhad on 29 March 2004.

At the Annual General Meeting held on 18 May 2004, the shareholders approved the renewal of authority for the proposed share buy-back of up to 10% of the issue and paid up capital of the Company and the renewal of proposed general mandate for recurrent related party transactions of a revenue or trading nature.
9. Group Borrowings and Debt Securities

The Group borrowings as at the end of the reporting period comprised only unsecured bank overdrafts 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.

11. Changes in Material Litigation

There has been no change on the status of the claim filed on 20 November 2001 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, as reported in the Annual Financial Statements for the year ended 31 December 2003. 

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

12. Dividend

The proposed final dividend of 5.625 sen per share less tax at 28% totaling RM4,719,676 for the year ended 31 December 2003 has been approved by shareholders at the Annual General Meeting held on 18 May 2004 and shall be paid on 8 June 2004. The said final dividend is equivalent to 9 sen per share based on the issued and paid up capital of 72,834,500 shares as at 31 December 2003. (see Note 8 above).
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HOCK SENG LEE BERHAD (045556-X)

QUARTERLY REPORT – First Quarter ended 31 March 2004

ADDITIONAL INFORMATION REQUIRED BY THE MSEB’S LISTING REQUIREMENTS

For the quarter ended 31 March 2004

13.
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 respective period.  

Number of Ordinary Shares at 1 January 2004
72,834,500

Bonus Issue – March 2004
43,700,700

Weighted average number of ordinary shares for January– March 2004
116,535,200

The weighted average number of shares and the earnings per share for 1st quarter 2003 has been adjusted to take into account the bonus issue completed in March 2004 as follows:-

Number of Ordinary Shares at 1 January 2003

Effect of Shares purchased back during the 3 months period 

ended 31 March 2003

74,521,000

(257,000)

Weighted average number of ordinary shares for 

January – March 2003 as previously reported

74,264,000

Bonus Issue – March 2004
43,700,700

Weighted average number of ordinary shares for 

January – March 2003 as adjusted

117,964,700

By order of the Board

Yu Chee Hung / Augustine Law

Company Secretaries

Date:  18 May 2004
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