HARRISONS HOLDINGS (MALAYSIA) BERHAD (194675-H)

NOTES TO THE UNAUDITED QUARTERLY REPORT ON CONDENSED 
CONSOLIDATED FINANCIAL STATEMENTS FOR THE FOURTH FINANCIAL QUARTER ENDED 31 DECEMBER 2010

A. SELECTED EXPLANATORY NOTES PURSUANT TO PARAGRAPH 16, FRS 134 INTERIM FINANCIAL REPORTING:

A1.
1.  Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the 
requirements of FRS 134: Interim Financial Reporting, and paragraph 9.22 of the Listing 
Requirements of Bursa Malaysia Securities Berhad.


The interim financial statements should be read in conjunction with the audited financial 
statements for the year ended 31 December 2009. These explanatory notes attached to the 
interim financial statements provide an explanation of events and transactions that are significant 
to an understanding of the changes in the financial position and performance of the Group since 
the year ended 31 December 2009.

The interim financial report has been prepared using the same accounting policies as the most recent annual financial statements and in accordance with FRS134 “Interim Financial Reporting”, and Appendix 9B (Part A) paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with the recent annual audited financial statements for the year ended 31 December 2009.
2.  Changes in Accounting Policies


The significant accounting policies adopted are consistent with those of the audited financial 
statements for the year ended 31 December 2009, except for the adoption of the following new 
Financial Reporting Standards (“FRSs”) and Issues Committee Interpretations (“IC 
Interpretations”) effective for financial periods beginning on or after 01 January 2010.


FRS 4 Insurance Contracts;


FRS 7 Financial Instruments: Disclosures;


FRS 8 Operating Segments;


FRS 101 Presentation of Financial Statements (revised);


FRS 123 Borrowing Costs;


FRS 139 Financial Instruments: Recognition and Measurement;


Amendments to FRS 1 First-time Adoption of Financial Reporting Standards;


Amendments to FRS 2 Share-based Payment-Vesting Conditions/Cancellations;


Amendments to FRS 127 Consolidated and Separate Financial Statements:


Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate;


Amendment to FRS 5 Non-current Assets Held for Sale and Discontinued Operations


Amendment to FRS 8 Operating Segments;


Amendment to FRS 107 Cash Flow Statements;


Amendment to FRS 108 Accounting Policies, Changes in Accounting Estimates and Errors;


Amendment to FRS 110 Events after the Reporting Period;


Amendment to FRS 116 Property, Plant and Equipment;


Amendment to FRS 117 Leases;


Amendment to FRS 118 Revenue;


Amendment to FRS 119 Employees Benefits;


Amendment to FRS 120 Accounting for Government Grants and Disclosure of Government


Assistance;


Amendment to FRS 123 Borrowing Costs;


Amendment to FRS 127 Consolidated and Separate Financial Statements:


Amendment to FRS 128 Investment in Associates;


Amendment to FRS 129 Financial Reporting in Hyperinflationary Economies;


Amendment to FRS 131 Interests in Joint Ventures;


Amendment to FRS 132 Financial Instruments: Presentation;


Amendment to FRS 134 Interim Financial Reporting;


Amendment to FRS 136 Impairment of Assets;


Amendment to FRS 138 Intangible Assets;


Amendment to FRS 139 Financial Instruments: Recognition and Measurement;


Amendment to FRS 140 Investment Property;


Amendments to FRSs “Improvements to FRSs (2009)”


IC Interpretation 9 Reassessment of Embedded Derivatives;


IC Interpretation 10 : Interim Financial Reporting and Impairment;


IC Interpretation 11 : FRS 2 - Group and Treasury Share Transactions;


IC Interpretation 13 : Customer Loyalty Programmes;


IC Interpretation 14 : FRS 119 – The Limit on a Defined Benefit Asset,


Minimum Funding Requirements and their Interaction.


Tri-3 Presentation of Financial Statements of Islamic Financial Institutions.


The adoption of the new FRS and Interpretations does not have significant impact on the financial 
statements of the Group and the Company, except for FRS 139. The principal effects of the 
changes in accounting policies resulting from the adoption of FRS 139 are summarised below:


FRS 139 – Financial Instruments: Recognition and Measurement


The adoption of FRS 139 has resulted in changes to the accounting policies relating to 
recognition and measurement of financial instruments. A financial instrument is recognised in the 
financial statements when, and only when, the Group becomes a party to the contractual 
provisions of the instrument. A financial instrument is recognized initially, at its fair value plus, in 
the case of a financial instrument not at fair value through profit or loss, transactions costs that 
are directly attributable to the acquisition or issue of the financial instrument.

1) Financial assets Marketable securities Prior to the adoption of FRS 139, investment in equity securities, other than investments in subsidiaries and associates were stated at cost less allowance for diminution in value, which is other than temporary. With the adoption of FRS 139, quoted investments in non-current equity securities, other than investments in subsidiaries and associates previously measured at cost and subject to impairment, are now classified as available-for-sale financial assets. These are initially measured at fair value plus transaction costs and subsequently, at fair value.
Changes in fair values of available-for-sale equity securities are recognized in other comprehensive income. A significant or prolonged decline in the fair value of the securities below its cost is considered as an indicator that the asset is impaired. If and such evidence exists, the cumulative loss, measured as the difference between the acquisition cost and the current fair value, less any impairment loss previously recognized in profit or loss, is removed from equity and recognized in profit or loss. Impairment losses recognized in profit or loss on equity instruments classified as available-for-sale are reversed through other comprehensive income and not through profit or loss.
2) Derivatives Prior to the adoption of FRS 139, derivative contracts off balance sheet items and gains and losses were recognised in the financial statements on settlement date. With the adoption of FRS 139, derivative contracts are now required to be initially recognised at fair value on the date the derivative contract is entered into and subsequently re-measured at fair value at each balance sheet date. Derivatives are carried as assets when fair value is positive and as liabilities when fair value is negative. Derivatives are classified as fair value through profit and loss with any gains or losses arising from changes in fair value of these derivatives being recognised in the income statement.
3) Financial liabilities Borrowings Prior to the adoption of FRS 139, transaction costs attributable to borrowings were expensed off as incurred. With the adoption of FRS 139, borrowings are now recognised initially at fair value, plus directly attributable transaction costs. They are subsequently measured at amortised cost using the effective interest rate method


STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE

As at 31 December 2010, the following FRSs and IC Interpretations were in issue effective from 01 July 2010, have not been adopted by the Group and the Company

FRS 1 First-time Adoption of Financial Reporting Standards;


FRS 3 Business Combination;


FRS 127 Consolidated and Separate Financial Statements (amended):


Amendments to FRS 2 Share-based Payments;


Amendment to FRS 5 Non-current Assets Held for Sale and Discontinued Operations


Amendment to FRS 138 Intangible Assets;


Amendments to IC Interpretation 9 Reassessment of Embedded Derivatives;


IC Interpretation 12 : Service Concession Arrangements;


IC Interpretation 15 : Agreements for the Construction of Real Estate;


IC Interpretation 16 : Hedges of a Net Investment in a Foreign Operation, and 


IC Interpretation 17: Distribution of Non-Cash Assets to Owners.
The effect arising from the adoption of these new standards and interpretations, other than those disclosed in the statement of changes in equity, is set out as below:

	
	As previously stated
RM’000
	FRS 117
RM’000
	FRS 139

RM’000
	FRS140

RM’000
	As 
Restated
RM’000

	Balances as at 31.12.2009
	
	
	
	
	

	Property, plant and
 equipment
	24,151
	15,360
	0
	(728)
	38,783

	Investment property
	0
	0
	0
	728
	728

	Prepaid lease payments
	15,360
	(15,360)
	0
	0
	0

	Balance as at 1.1.2010
	
	
	
	
	

	Other Investments
	21,732
	0
	(21,732)
	0
	0

	Available for sale financial
  assets
	0
	0
	22,143
	0
	22,143

	Available for sale financial
  assets reserve


	0


	0


	(411)


	0

	(411)



	
	
	
	
	
	


A2.
Disclosure of Audit Qualification
The financial statements for the year ended 31 December 2009 was not subject to any qualification.

A3.
Seasonality or Cyclicality of Operations
The businesses of the Group were not materially affected by any seasonal or cyclical fluctuations during the financial quarter ended 31 December 2010.

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
The group review the assets’ residual values and useful lives at each balance sheet date. No review on change in estimate is required during the quarter ended 31 December 2010.
A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
During the current 4th quarter, the Company did not purchase any shares from the open market on the Bursa Securities. The cumulative number of shares repurchased year to-date was 13,000 at a total consideration of RM17,936. The average price paid for the shares repurchased was at approximately RM1.38 per share. The repurchased 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 have been sold as at 31 December 2010.

At the balance sheet date, the number of outstanding shares in issue after offsetting treasury shares against equity is 68,476,200.

A7.
Dividends paid
There were no dividends paid during the current quarter ended review.
A8.
Segment Revenue and Segment Result by Business Segments

	Business Segments
	Turnover
	
	Turnover
	
	PBT
	
	PBT

	
	(RM’000)
	
	(RM’000)
	
	(RM’000)
	
	(RM’000)

	
	2010
	
	2009
	
	2010
	
	2009

	Trading and Distribution
	1,231,023
	
	1,106,669
	
	57,805
	
	42,851

	Shipping Services
	0
	
	0
	
	14
	
	3

	Others
	19,676
	
	13,453
	
	7,365
	
	12,202

	Total
	1,250,699
	
	1,120,122
	
	65,184
	
	55,056

	Less: Eliminations
	(66,090)
	
	(63,474)
	
	(13,416)
	
	(14,783)

	
	1,184,609
	
	1,056,648
	
	51,768
	
	40,273

	Finance costs
	
	
	
	
	(1,064)
	
	(741)

	
	
	
	
	
	50,704
	
	39,532


A9.
Material Subsequent Events

There was no material event subsequent to the financial period under review.

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)

	Unsecured Corporate Guarantees given to: -

(A) Financial institutions for credit facilities granted to a subsidiary company
(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
	63,700
24,746
1,000
646
	63,700

24,246
-

-

	Total
	90,092
	87,946


b. Contingent Assets


There were no material contingent assets since the last financial statements.

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

A13.
Capital Commitments
As at 31 December 2010, the Group has approved and contracted for capital expenditure totalling RM47,900.
B.
SELECTED EXPLANATORY NOTES PURSUANT TO PARAGRAPH 9.22 OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.
Review of Performance

	
	Individual Quarter 
	Cumulative Quarter

	
	31.12.2010
(RM’000)
	31.12.2009
(RM’000)
	31.12.2010
 (RM’000)
	31.12.2009
 (RM’000)

	Turnover

Profit before tax
	301,695
15,842
	262,080
10,724
	1,184,609
50,704
	1,056,648
39,532


Turnover and profit before tax for the current quarter was 15.12% and 47.72% higher compared to the previous corresponding quarter due to the increase in sales of consumer goods and higher margin. 
B2.
Material Change in Profit Before Tax 

	
	  Individual Quarter
	

	
	31.12.2010

(RM’000)
	30.09.2010

(RM’000)
	

	Turnover

Profit before tax
	301,695
15,842
	294,983

11,745
	


Turnover the current quarter increased marginally by 2.28% compared to the immediate preceding quarter. 

The profit before tax for the current quarter was 34.88% higher compared to the immediate preceding quarter due to higher margin. 
B3.
Prospects

Barring any unforeseen circumstances, the financial performance for financial year 2011 is expected to grow in tandem with the Malaysia 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: -

	
	2010
Individual

4th Quarter

(RM’000)
	2009
Individual

4th Quarter (RM’000)
	2010
Financial 

Year-to-date (RM’000)
	2009
Financial 
Year-to-date
(RM’000)

	Income tax 

- Company and Subsidiary Companies

- Over provision in prior year

Deferred Taxation
	3,858
(1)
217
  4,074
	1,142
(64)
395
1,473
	13,770
(20)

(279)
  13,471
	9,757
(749)
176
9,184


The Group’s effective tax rate for the current quarter and financial year-to-date is slightly higher than the statutory tax rate due to certain expenses which are non-allowable for tax purposes.  

B6.
Sale of Unquoted Investments / Properties
There was no disposal of unquoted investments or property during the current quarter under review.

B7.
Investments of Quoted Securities


There were purchases and sales of unit trusts and quoted shares during the current quarter. The changes in investments of quoted securities during the financial year to date are as follows:

	
	2010 Individual 4th Quarter
	2010 Financial Year-to-date

	
	Purchases

(RM’000)
	Sales

(RM’000)
	Profit

(RM’000)
	Purchases

(RM’000)
	Sales

(RM’000)
	Profit

(RM’000)

	Quoted shares outside Malaysia

Quoted shares in Malaysia

Unit Trusts
	98
0

7,000
	0
3

7,000
	87
0

0
	1,861
0

27,243
	903
3

31,701
	148
0

0

	

	7,098
	7,003
	87
	29,104
	32,607
	148


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 in Quoted Shares

Unit Trusts
	797
5,718
6,515
13,979
	(148)

(1,144)
(1,292)

-
	650
4,573
5,223
13,979
	650
4,573
5,223
13,979

	Total
	20,494

	(1,292)


	19,202

	19,202



B8.
Group Borrowings and Debt Securities
The Group borrowings as at 31 December 2010 are shown below:

	Short Term 
	RM’000

	Unsecured Short Term Borrowings

Secured Short Term Borrowings

Secured Finance Lease Liabilities


	27,704
 7,119
168
34,991

	Long Term
	RM’000

	Secured Finance Lease Liabilities
	225



There are no borrowings denominated in foreign currencies.

B9.
Derivative Financial Instruments
Details of the outstanding derivative financial instrument as at 31 December 2010 are as follows:
	Type of Derivatives


	Contract/ Notional Value (RM’000)
	Fair Value (RM’000)
	Fair Value Loss

(RM’000)
	Reason for 
Loss

	Forward Foreign Exchange Contract in Singapore Dollar
- Maturing less than a year
	1,574
	1,544
	(30)
	Strengthening of
Ringgit Malaysia 


Forward foreign exchange contract is used as a hedging tool to minimize the group’s exposure to changes in fair value of its purchases conducted in the ordinary course of business, as 
a result of fluctuation in the exchange rates.

The fair value of forward exchange contract is determined by using the market rates at the end of 
reporting period and changes in the fair value is recognized in the profit or loss. The subsequent 
cumulative change in the fair value of the commitment attributable to the hedged risk is 
recognized as an asset or a liability with the corresponding gain or loss recognized in the profit or 
loss.

The above derivative financial instrument is not subjected to any credit risk, market risk and liquidity risk as the Group had sufficient internal funds for its settlement of such amount when it falls due.

B10.
Dividend Payable


The board has deferred on the deliberation of the dividend payment, if any for the financial year ended 31 December 2010 to a date not later than 31 March 2011.

B11.
Realised and Unrealised Profits Disclosure
	
	
	
	

	
	As at

31.12.2010

(RM’000)
	
	As at

30.09.2010

(RM’000)
	

	Total retained profits of the Group:

- Realised

- Unrealised
	210,621
3,713
	
	198,685
3,741
	

	Total share of accumulated losses from associated company
- Realised

- Unrealised
	214,334
(25)

0
	
	202,426

(25)

0


	

	Less: Consolidation adjustments
	(11,782)
	
	(11,642)
	

	Tota retained profits as per consolidated accounts
	202,527
	
	190,759
	



B12.
Material Litigations


Save as disclosed below, neither the Company nor any of its subsidiaries are engaged in any 
material litigation, either as plaintiff or defendant which has a material effect on the financial 
position of the Company or any of its subsidiaries and the Directors do not know of any 
proceedings pending or threatened or of any fact likely to give rise to any proceedings which 
might materially and adversely affect the financial position or business of the Company and its 
subsidiaries.


(a)
Tay Choo Foo has filed a petition pursuant to Section 181 of the Companies Act, 1965 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 allegedly misappropriated by the ex-Director, 

(ii) that the Company and/or the Company Secretary do pay the dividends on his shares, 

(iii) that the Company do take steps to fulfill the 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 another legal suite No: D3-22-4404-1998 (“D3 case”) wherein the estate of the late Tunku Mansor has claimed that all of Mr Tay Choo Foo’s shares in the company is held in trust for the late Tunku Mansor. In relation to the D3 case, the High Court, the Court of Appeal and the Federal Court has disposed the D3 case in favour of the estate of the late Tunku Mansur on 6 September 2005, 17 June 2008 and 7 January 2011 respectively.
(b)
On 12 June 2003, after full trial, Zaitun Marketing Sdn Bhd (“Zaitun”) obtained judgment against Harrisons Trading (Sabah) Sdn Bhd (“HT(Sabah)”) for the sum of RM9,647,000, Harrisons Trading (Sarawak) Sdn Bhd (“HT(Sarawak)”) for the sum of RM5,940,000 and Kumpulan Jaya Pemasaran Sdn Bhd (“KJP”) for RM34,289,000, together with interest and costs (“the Judgment”), for alleged breaches of the distributorship agreement entered into between the parties.


Further to the appeals made by HT(Sabah) and HT(Sarawak) (W-02-541-2003) and KJP (W-02-510-2003) the Court of Appeal has on 18 January 2011 allowed the appeals with cost of RM100,000 to be paid to each appellant. In relation to the appeal by Zaitun (W-02-111-2006) against the setting aside of the ex parte Order dated 17 July 2003 obtained by Zaitun for leave to initiates committal proceeding against HT(Sabah), HT(Sarawak), HT(Peninsular), KJP and their respective Directors, the Court of Appeal has on 18 January 2011 dismissed Zaitun’s Appeal with cost of RM30,000 to be paid to each respondent.


Zaitun has made an appeal to the Federal Court on 18 February 2011, and the appeal is currently being challenged by our Solicitors.


KJP has on 06 December 2010 also obtained sanction from Director General of Insolvency to appoint a new liquidator to continue with the winding up of KJP by HT(Peninsular), as the previous liquidator has passed away.
The Directors are of the view that the litigations mentioned in paragraph (a) above have no impact on the affairs or management and on the future operations and continuing activities of the Company and the Group.


In respect of (b) above, the Directors, have taken legal advice and are of the opinion that no 
provision for the judgement sums is required notwithstanding that the appeal has been made
to the Federal Court.
B13.
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.

For the diluted earnings per share calculation, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential ordinary shares. There is no dilutive potential ordinary shares issued during the financial period. The computation of diluted earnings per share is same with the basic EPS.
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	QUARTER
	
	QUARTER
	
	PERIOD
	
	PERIOD 

	
	
	
	
	ENDED
	
	ENDED
	
	ENDED
	
	ENDED

	
	
	
	
	31/12/2010
	
	31/12/2009
	
	31/12/2010
	
	31/12/2009

	(a)
	Basic earnings per share
	
	
	
	
	
	
	
	
	

	
	Profit for the year
	
	(RM'000)
	11,768
	
	9,251

	
	37,233
	
	30,348


	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number of
	
	
	
	
	
	
	
	
	

	
	Ordinary shares in issue
	
	('000)
	68,477
	
	68,357
	
	68,477
	
	68,357

	
	
	
	
	
	
	
	
	
	
	

	
	Basic earnings per share
	
	(sen)
	17.19

	
	13.53
	
	54.37
	
	44.40

	(b)
	Diluted earnings per share
	
	
	
	
	
	
	
	
	

	
	Profit for the year
	
	(RM'000)
	11,768
	
	9,251
	
	37,233
	
	30,348

	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number of
	
	
	
	
	
	
	
	
	

	
	  ordinary shares in issue
	
	('000)
	68,477
	
	68,357
	
	68,477
	
	68,357

	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per share
	
	(sen)
	17.19

	
	13.53
	
	54.37
	
	44.40

	
	
	
	
	
	
	
	
	
	
	


B14.
Related party transactions 

	
	Cumulative Quarter

	
	31.12.2010

(RM’000)
	
	31.12.2009

(RM’000)

	Rental of office space and car park from Sinar Nusantara Sdn Bhd
	142
	
	125



Sinar Nusantara Sdn Bhd are companies in which Directors, Pandjijono Adijanto @ Tan Hong 
Phang and Mariana Adijanto @ Tan Phwe Leng, and/or close members of the family have 
substantial interest in.

Pandjijono Adijanto @ Tan Hong Phang is a Director in the above company.

B15.
Authorisation for issue

This interim financial information has been approved for issue in accordance with a resolution of 
the Board of Directors dated 28 February 2011.
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