HARRISONS HOLDINGS (MALAYSIA) BERHAD (194675-H)

NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND FINANCIAL QUARTER ENDED 30th JUNE 2005


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 2004 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 30th June 2005.

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 2nd quarter, the Company did not repurchase or resell any of the shares of its issued share capital from the open market on the Bursa Malaysia. 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 30th June 2005.

During the current 2nd quarter, 88,300 ordinary shares was issued upon the exercise of the options granted to eligible executives and director under the ESOS.

At the balance sheet date, the number of outstanding shares in issue after offsetting treasury shares against equity is 60,479,800.

A7.
Dividends 
During the current interim period, the Board of Directors did not recommend the payment of any dividends in respect of the financial year ended 31 December 2005.

A8.
Segment Revenue and Segment Result by Business Segments

	
	Turnover

(RM’000)
	PBT

(RM’000)

	Trading and Distribution
	409,214
	12,496

	Shipping Services
	1,777
	(473)

	Others

Total

Less: Inter-segment sales
	1,425

412,416

(1,073)

411,343


	(1,219)

10,804




A9.
Material Subsequent Events

There were no material events subsequent to the end of the interim reporting period.

A10.
Effect of Changes in the Composition of the Group
There were no changes in the composition of the Group during the current interim period including business combinations, acquisition or disposal of subsidiaries and long term investments restructuring 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
	
	

	
	
	30.06.2005

(RM’000)
	30.06.2004

(RM’000)
	30.06.2005

(RM’000)
	30.06.2004

(RM’000)

	
	Turnover

Profit before Tax
	212,618

6,004
	203,054

6,267
	411,343

10,804
	398,980

10,798


Turnover for the current 2nd quarter was 4.71% higher compared to the previous corresponding quarter mainly due to stronger sales in the consumer division.

Profit before tax for the current 2nd quarter was 4.20% lower compared to the previous corresponding quarter. During the 2nd quarter, the building materials division suffered lower sales and margins and the shipping services division also incurred dry-docking expenses compared to the previous corresponding quarter. The year to date profit improved marginally.
B2.
Material Change in Profit Before Tax 

	
	
	Individual Quarter
	

	
	
	30.06.2005

(RM’000)
	31.03.2005

(RM’000)

	
	Turnover

Profit before Tax
	212,618

6,004
	198,725

4,800



Turnover during the current 2nd quarter increased by 7.0% or RM13.89 million compared to the immediate preceding quarter.


The profit before tax for the current 2nd quarter was 25.08% higher compared to the 1st quarter of 2005 due to stronger sales and better performance by the consumer division.

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: -

	
	2005 

2nd Quarter

(RM’000)
	2004 

2nd Quarter

(RM’000)
	2005

Financial 

Year-to-date

(RM’000)
	2004

Financial year-to-date

(RM’000)

	Income tax 

- Company and Subsidiary Companies

- Overprovision in prior year

Deferred Taxation
	1,756

(363)

(2)

1,391
	1,718

-

138

1,856


	3,507

(363)

(50)

3,094


	3,283

-

(252)

3,031




The Group’s effective tax rate for the financial year-to-date 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.  The group effective tax rate for the current quarter is lower than the statutory tax rate due to the overprovision of taxation in prior year.

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 to date.

B7.
Investments of Quoted Securities

During the 2nd Quarter 2005, the Group purchased additional RM2,000,000 worth of unit trust.  There were no disposal of any quoted shares or unit trusts. 


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

3,400

7,400
	183

389

572

-

-

-
	186

15

201

4,000

3,400

7,400
	167

19

186

unquoted

3,609

3,609

	Total
	8,173


	572


	7,601


	


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 March 2005 are shown below :-

	Short Term 
	RM’000

	Unsecured Short Term Borrowings

Secured Short Term Borrowings

Secured Finance Lease Liabilities


	23,194

10,620

159

33,973



	Long Term
	RM’000

	Long Term Borrowings 

Secured Finance Lease Liabilities
	40,000

206

40,206




There are no borrowings denominated in foreign currencies.

B10.
Off Balance Sheet Financial Instruments

Forward Forex Contracts

As at 25 August, 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

	06/09/2005

26/10/2005


	SGD

SGD


	69,642.17

96,977.08


	2.2950

2.2900


	159,828.78

222,077.51





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 decision date is fixed on 6 September 2005.

(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.

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

	
	
	
	
	
	30/06/2005
	
	30/06/2004
	
	30/06/2005
	
	30/06/2004

	(1)
	Basic earnings per share
	
	
	
	
	
	
	
	
	
	

	
	Net profit/(loss) after taxation for
	
	
	
	
	
	
	
	
	
	

	
	Basic earnings per share
	
	
	(RM'000)
	4,613
	
	4,411
	
	7,710
	
	7,767

	
	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number of
	
	
	
	
	
	
	
	
	
	

	
	Ordinary shares in issue
	
	
	('000)
	60,436 
	
	59,998 
	
	60,436
	
	59,998 

	
	
	
	
	
	
	
	
	
	
	
	

	
	Basic earnings per share:
	
	
	(sen)
	7.63
	
	7.35
	
	12.76
	
	12.95

	
	
	
	
	
	
	
	
	
	
	
	

	(2)
	Diluted earnings per share
	
	
	
	
	
	
	
	
	
	

	
	Net profit/(loss) after taxation for
	
	
	(RM'000)
	4,613
	
	4,411
	
	7,710 
	
	7,767 

	
	diluted earnings per share
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number of
	
	
	('000)
	60,436
	
	59,998
	
	60,436
	
	59,998

	
	ordinary shares in issue
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Adjusted for share options granted
	
	
	('000)
	1,596
	
	1,074
	
	1,596
	
	1,074

	
	
	
	
	
	
	
	
	
	
	
	

	
	Adjusted weighted average
	
	
	('000)
	62,032
	
	61,072
	
	62,032
	
	61,072 

	
	number of ordinary shares in issue
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per share:
	
	
	(sen)
	7.44
	
	7.22
	
	12.43
	
	12.72

	
	
	
	
	
	
	
	
	
	
	
	

	As at 30/06/2005, 7,405,400 shares have been granted and remained unexercised pursuant to the ESOS.
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