HARRISONS HOLDINGS (MALAYSIA) BERHAD (194675-H)

NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FOURTH FINANCIAL QUARTER ENDED 31ST DECEMBER 2004


A. SELECTED EXPLANATORY NOTES PURSUANT TO PARA 16, MASB 26 INTERIM FINANCIAL REPORTING:

A1.
Accounting Policies and method of computation
The interim financial report has been prepared using the same accounting policies as the most recent annual financial statements and comply with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

A2.
Disclosure of Audit Qualification
The financial statements for the year ended 31 December 2003 was not subject to any qualification.

A3.
Seasonality or Cyclicality of Operations
The businesses of the Group was not materially affected by any seasonal or cyclical fluctuations during the financial period ended 31 December 2004.

A4.
Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows
There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

A5.
Change in Estimates
There were no changes in estimates reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current interim period.

A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
During the current 4th quarter, the Company repurchased 100 shares of its issued share capital from the open market on the Bursa Malaysia for RM128. The cumulative number of shares repurchased todate is 6,800 at a total consideration of RM7,137. The average price paid for the shares repurchased is approximately RM1.05 per share. The repurchase transactions were financed by internally generated funds. The shares repurchased are being held as treasury shares as allowed under Section 67A of Companies Act 1965. The Company has the right to resell these shares at a later date. None of the treasury shares repurchased has been sold as at 31 December 2004.

At the balance sheet date, the number of outstanding shares in issue after offsetting treasury shares against equity is 60,098,300.

A7.
Dividends 
The Board of Directors recommend the payment of a first and final dividend of 6 sen per share less income tax of 28% for the financial year ended 31 December 2004 (2003: 5 sen per share less income tax of 28%).

A8.
Segment Revenue and Segment Result by Business Segments

By Business Segments
Turnover

(RM’000)
PBT

(RM’000)

Trading and Distribution
792,331
16,688

Shipping Services
3,964
1,385

Others

Total

Less: Inter-segment sales
631

796,926

4,927

801,853
(795)

17,278



A9.
Material Subsequent Events
At the Extraordinary General Meeting held on 4 February 2005, the shareholder of Harrisons Ceramics Sdn Bhd (“Harrisons Ceramics”), a wholly-owned subsidiary of Harrisons Trading (Peninsular) Sdn Bhd (“HTP”), which in turn is a wholly-owned subsidiary of the Company, approved the special resolution to undertake a Members’ Voluntary Winding-up of Harrisons Ceramics and to appoint liquidators for the purpose of winding-up.  It is in the long term interest of the Company that Harrisons Ceramics be wound up as its business is no longer viable due to the high cost of up-keeping the old plant and equipment and escalating costs of production.

The winding up of Harrisons Ceramics is not expected to have a significant effect on the net tangible assets of the Group for the financial year ended 31 December 2004.  However, the earnings of the Group for financial year ended 31 December 2004 is reduced by approximately RM1.40 million.

A10.
Effect of Changes in the Composition of the Group
Other than the Members Voluntary winding up of Harrisons Ceramics, as stated in Note A9, there were no changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructurings and discontinuing operations.

A11.
Changes in Contingent Liabilities or Contingent Assets
a. Contingent Liabilities

Description
Group

(RM’000)
Company

(RM’000)
Total

(RM’000)

Unsecured Corporate Guarantees given to: -

(A) Financial institutions for credit facilities granted to subsidiary companies

(B) Third Parties for trade guarantees    extended to a subsidiary company

Unsecured Bank Guarantee Given to Third Parties for Trade Guarantees Extended to Subsidiary Companies

Damages claimed by a Customer
-

1,100

645

852


58,200

8,000

-

-


58,200

9,100

645

852



Total
2,597
66,200
68,797

b. Contingent Assets


There were no contingent assets since the last financial statements.

A12.
Valuations of property, plant and equipment
There were no updates in valuations of property, since the previous annual financial statements.

B.
SELECTED EXPLANATORY NOTES PURSUANT TO PARAGRAPH 9.22 OF THE LISTING REQUIREMENTS:

B1.
Review of Performance



Individual Quarter 
Cumulative Quarter





31.12.2004

(RM’000)
31.12.2003

(RM’000)
31.12.2004

(RM’000)
31.12.2003

(RM’000)


Turnover

Profit before Tax
196,218

1,837
180,091

1,805
801,853

17,278
709,016

12,972

Turnover for the current 4th quarter was 8.95% higher compared to the previous corresponding quarter due to stronger sales.

Profit before tax for the current 4th quarter was 1.77% higher compared to the previous corresponding quarter. The current 4th quarter results was mainly affected by the costs  associated with winding-up of Harrisons Ceramics operations as stated in Note A9 above. The previous year 4th quarter results was mainly affected by lower margins in the building materials division, increase in operational expenses and year end adjustments to stocks and debtors.

B2.
Material Change in Profit Before Tax 



Individual Quarter




31.12.2004

(RM’000)
30.09.2004

(RM’000)


Turnover

Profit before Tax
196,218

1,837
206,655

4,643


Turnover during the current 4th quarter decreased by 5.05% or RM10.44 million compared to the immediate preceding quarter.


The profit before tax for the current 4th quarter is significantly lower compared to the third quarter of 2004 mainly due to the costs associated with the winding-up of Harrisons Ceramics operations as stated in Note A9 above.

B3.
Prospects

Barring any unforeseen circumstances, the Company’s financial performance for financial year 2005 is expected to be better in line with the growth of the Malaysian economy.

B4.
Profit Forecast / Profit Guarantee
The Company did not prepare a profit forecast for this financial period and therefore comments on variances with forecast profit are not applicable.

B5.
Tax Charge

The tax charge comprise: -


2004 

4th Quarter

(RM’000)
2003 

4th Quarter

(RM’000)
2004

Financial 

Year-to-date

(RM’000)
2003

Financial year-to-date

(RM’000)

Income tax 

- Company and Subsidiary Companies

- Associates

Deferred Taxation
2,016

-

408

2,424
985

6

157

1,148


6,674

-

(9)

6,665


4,694

6

(20)

4,680



The Group’s effective tax rate for the current quarter and financial year is higher than the statutory tax rate due to losses of subsidiary companies that are not available for set-off against taxable profits of other subsidiaries and certain expenses which are non-allowable for tax purposes. 

B6.
Sale of Unquoted Investments / Properties
There was no material profit or loss arising from the sale of unquoted investments and properties for the current quarter and financial year.

B7.
Investments of Quoted Securities

During the 4th Quarter 2004, the Group did not purchase or dispose any quoted shares. 


The investments at the end of the reporting period are as follows :-


Cost 

Carrying Value/

Book Value

(RM’000)
Provision for

Diminution in Value of

Investment

(RM’000)
Carrying

Value /

Book Value

(RM’000)
Market

Value

(RM’000)

Quoted Shares in Malaysia

Quoted Shares Outside Malaysia

Total Investment

Subordinated bonds

Unit Trusts
369

404

773

4,000

1,400

5,400
183

389

572

-

-

-
186

15

201

4,000

1,400

5,400
158

15

173

unquoted

1,597

1,597

Total
6,173


572


5,601




B8.
Status of Corporate Proposals

There were no corporate proposals announced nor completed during the current interim period.

B9.
Group Borrowings and Debt Securities
The Group borrowings as at 31 December 2004 are shown below :-

Short Term 
RM’000

Unsecured Short Term Borrowings

Secured Short Term Borrowings

Secured Finance Lease Liabilities


16,982

14,408

164

31,554



Long Term
RM’000

Long Term Borrowings 

Secured Finance Lease Liabilities
40,000

231

40,231



There are no borrowings denominated in foreign currencies.

B10.
Off Balance Sheet Financial Instruments

Forward Forex Contracts

As at 24 February, 2005, the Group has entered into the following forward exchange contracts to hedge its purchases in foreign currency.

Maturity

Date
Foreign

Currency
Exchange

Rate
Equivalent

 In RM

08/03/2005

22/03/2005

11/04/2005

20/04/2005

19/04/2005
SGD

SGD

SGD

SGD

SGD
36,756.28

154,715.15

112,807.83

38,444.69

180,772.79
2.34020

2.32950

2.32000

2.33640

2.34500
86,017.05

360,408.94

261,714.16

89,822.18

423,912.19


Foreign currency transactions in Group companies are accounted for at exchange rates prevailing at the transaction dates, unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used. Foreign currency monetary assets and liabilities are translated at exchange rates ruling at the balance sheet date, unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used. Exchange differences arising from the settlement of foreign currency transactions and from the translation of foreign currency monetary assets and liabilities are included in the income statement. There is minimal credit and market risks because the contracts are hedged with reputable banks and are used exclusively for documented trade transactions.

B11.
Material litigations
The pending litigations of a material nature are:

(a) In a High Court Civil Suit No. D3-22-4404-1998, the Plaintiffs, Tengku Mohd Said and 3 others claimed against the 1st Defendant, Tay Choo Foo in respect of Harrisons Holdings (Malaysia) Berhad shares held in the 1st Defendant’s name. The Company was named 2nd Defendant to prevent any transaction on the said shares as the suit was filed before the shares were deposited in CDS account. 

The 1st Defendant has given an undertaking to the court not to transfer the said shares that are the subject matter of the suit. Contempt proceedings have also been filed by the Plaintiffs against Tay Choo Foo for not complying with his undertaking given to the Court. The Court has on 7 January 2005 dismissed the application by the Plaintiffs to have an exhibit to be examined by a document examiner.

(b) In a High Court Civil Suit No. D6-22-30-2002, the wife and daughters of Tay Choo Foo are suing the Company for the dividends on Harrisons Holdings (Malaysia) Berhad shares held by them that were transferred from Tay Choo Foo to his wife, who then transferred portions of it to her daughters, in breach of the undertaking Tay Choo Foo has given to the Court in Civil Suit No. D3-22-4404-1998. The Company has deposited the dividends in a fixed deposit account. 

On 27 March 2002, the Company have applied for the suit in D6-22-30-2002 to be consolidated to D3-22-4404-1998. It is unlikely that the matter be set down for trial at this juncture as the progress of the suit is contingent on the outcome of the suit referred to in (a) above.

(c) Tay Choo Foo has filed a petition pursuant to Section 181 of the Companies Act in Petition No. D1-25-14-1999 in the Kuala Lumpur High Court against the Company, Adijanto (an ex-director of the Company) and the Company Secretary wherein the following reliefs were prayed for:

(i) that the Company do recover a sum of RM2.5 million alleged misappropriated by the ex-director; (ii) that the Company and/or the Company Secretary do pay the dividends on his shares, which is a matter of legal dispute stated in (a) above; (iii) that the Company do take steps to fulfill Foreign Investment Committee (“FIC”) requirements by reducing the foreign shareholding to 30%; (iv) that the ex-director be relieved as Chairman and director of the Company (Adijanto was no longer a director or Chairman of the Company at the date of the Petition); and (v) in the alternative that the Company be wound up.

The Petitioner has discontinued the Petition against the ex-director. Furthermore, on 21 March 2002, the Court has ordered that further proceedings on the Petition be stayed pending final disposal of the legal dispute in (a) above. The Petitioner has made an appeal against the decision of the Judge on 12 April 2002. No hearing dates have been fixed yet.

The Directors are of the view that the litigations mentioned above have no impact on the affairs or management of the Company and on the future operations and continuing activities of the Company.

(d) On 12 June 2003, after a full trial, Zaitun Marketing Sdn Bhd (“the Plaintiff”) obtained judgment against the Company’s subsidiaries, namely, Kumpulan Jaya Pemasaran Sdn Bhd 

(“KJP”) for the sum of RM34,288,850.41, Harrisons Trading (Sabah) Sdn Bhd (“HT(Sabah)”) for the sum of RM9,647,566.73 and Harrisons Trading (Sarawak) Sdn Bhd (“HT(Sarawak)”) for the sum of RM5,940,253.37, interests and costs, for alleged breaches of the distributorship agreement entered into between the parties.

HT(Sabah) and HT(Sarawak) filed an appeal to the Court of Appeal against the said judgment. The appeal has yet to be heard.

In the interim, HT(Sabah) and HT(Sarawak) has obtained in the High Court an Order dated 6 October 2003 staying the execution of the judgment until disposal of the appeal in the Court of Appeal.

The High Court has on 28 September 2004 ordered that both Zaitun Bhd and Zaitun Marketing Sdn Bhd be wound up and the Official Receiver be appointed the Provisional Liquidator of both Zaitun Bhd and Zaitun Marketing Sdn Bhd.

B12.
Basis of Calculation of Earnings Per Share (EPS)
The basic EPS for the quarter and financial year was calculated based on the Group’s net profit for the respective period divided by weighted average number of ordinary shares in issue during the financial period.

The fully diluted EPS is calculated by dividing the net profit for the respective period by the weighted average number of shares in issue adjusted for dilutive potential shares issueable in respect of share options pursuant to the Company’s ESOS.



















INDIVIDUAL QUARTER

CUMULATIVE QUARTER






QUARTER

QUARTER

QUARTER

PERIOD 






ENDED

ENDED

ENDED

ENDED






31/12/2004

31/12/2003

31/12/2004

31/12/2003

(1)
Basic earnings per share












Net profit/(loss) after taxation for












basic earnings per share


(RM'000)
(587)

657 

10,613 

8,293 















Weighted average number of












ordinary shares in issue


('000)
60,024 

60,024 

60,024 

60,024 















Basic earnings per share:


(sen)
(0.98)

1.09

17.68

13.82














(2)
Diluted earnings per share












Net profit/(loss) after taxation for


(RM'000)
(587)

657 

10,613 

8,293 


diluted earnings per share

























Weighted average number of


('000)
60,024 

60,024 

60,024 

60,024 


ordinary shares in issue

























Adjusted for share options granted


('000)
1,456 

1,456 

1,456 

1,456 















Adjusted weighted average


('000)
61,480 

61,480 

61,480 

61,480 


number of ordinary shares in issue

























Diluted earnings per share:


(sen)
0.95

1.07

17.26

13.49














As at 31/12/2004, 7,787,100 share have been granted and remained unexercised pursuant to the ESOS.
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