HARRISONS HOLDINGS (MALAYSIA) BERHAD (194675-H)

NOTES TO THE UNAUDITED QUARTERLY REPORT ON CONDENSED 

CONSOLIDATED FINANCIAL STATEMENTS FOR THE 3RD FINANCIAL QUARTER ENDED 30 SEPTEMBER 2011

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 2010. 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 2010.

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 2010.

2.  Standards, amendments to published standards and interpretations that are effective

The new standards, amendments to published standards and interpretations to existing standards applicable to the Group that will be effective but have not been early adopted by the Group, are as follows:
(i)
Standards effective from 1 March 2010


Amendment to FRS 132 “Financial Instruments: Presentation” (paragraphs 11, 16 and 
97E of FRS 132) relating to Classification of Rights Issues. The amendments require that 
rights issues be classified as equity regardless of the currency in which the exercise price 
is denominated, provided certain conditions are met.
(ii)
Standards effective from 1 July 2010

· FRS 1 “First-time Adoption of Financial Reporting Standards”. This is a revision to the existing FRS 1 merely to improve the structure of the standard.

· FRS 127 “Consolidated and Separate Financial Statements”. The revised standard requires the effects of all transactions with non-controlling interests to be recorded in equity if there is no change in control and these transactions will no longer result in goodwill gains and losses. 

· IC Interpretation 17 “Distributions of Non-cash Assets to Owners”. It provides guidance on accounting for arrangements whereby an entity distributes non-cash assets to shareholders either as a distribution of reserves or as dividends.

· Amendment to FRS 2 “Share-based Payment”. It clarifies that contributions of a business on formation of a joint venture and common control transactions are outside the scope of FRS 2.

· Amendment to FRS 5 “Non-current Assets Held for Sale and Discontinued Operations”. It clarifies that all of a subsidiary's assets and liabilities are classified as held for sale if a partial disposal sale plan results in loss of control. 
· Amendment to FRS 138 “Intangible Assets”. It clarifies that a group of complementary intangible assets acquired in a business combination is recognised as a single asset if the individual asset has similar useful lives.

· Amendment to IC 9 “Reassessment of Embedded Derivatives”. The amendments clarify that the Interpretation does not apply to embedded derivatives in contracts acquired in a business combination, businesses under common control or the formation of a joint venture.

(iii)
Standards effective from 1 January 2011

· Amendment to FRS 1 (Limited Exemption from Comparative FRS 7. Disclosures for First-time Adopters) relieves first-time adopters of Financial Reporting Standards from providing the additional disclosures required from the amendments to FRS 7.

· Amendments to FRS 7 (Improving Disclosures about Financial Instruments) reinforce existing principles for disclosures about liquidity risk and require enhanced disclosures about fair value measurements.

· Amendments to FRS 2 (Share-based Payment) clarifies that an entity must account for goods or services received in a share-based payment arrangement regardless of which entity in the group settles the transaction and whether the settlement is in shares or cash.

· Amendment to IC Interpretation 4 “Determining whether an Arrangement contains a Lease”. It clarifies that although an arrangement does not take the legal form of a lease, it is a lease when the fulfilment of the arrangement is dependent on the use of a specific asset and the arrangement to convey a right to use the asset.



The adoptions of these standards are not expected to have a material 
impact on the 


financial position and results of the Group.
A2.
Disclosure of Audit Qualification
The financial statements for the year ended 31 December 2010 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 30 September 2011.

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 30 September 2011.

A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
During the current 3nd quarter, the Company did not purchase any its own shares from the open market. 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 30 September 2011.

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
The first and final gross dividend of 18.0 sen per share less income tax of 25% amounting to RM9,244,287.10 for the financial year ended 31 December 2010 which was approved at Annual General Meeting on 22 June 2011, was paid on 28 July 2011.

A8.
Segment Revenue and Segment Result by Business Segments

	Business Segments
	Turnover
	
	Turnover
	
	PBT
	
	PBT

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

	
	2011
	
	2010
	
	2011
	
	2010

	Trading and Distribution
	965,302
	
	920,881
	
	44,756
	
	38,075

	Shipping Services
	0
	
	0
	
	0
	
	15

	Others
	40,497
	
	1,523
	
	36,636
	
	(2,336)

	Total
	1,005,799
	
	922,404
	
	81,392
	
	35,754

	Less: Eliminations
	(54,300)
	
	(39,490)
	
	(45,587)
	
	(141)

	
	951,499
	
	882,914
	
	35,805
	
	35,613

	Finance costs
	
	
	
	
	(1,139)
	
	(751)

	
	
	
	
	
	34,666
	
	34,862


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 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 subsidiary companies

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

Damages claimed by a Customer
	88,700

35,236

995

646
	88,700

34,736

-

-

	Total
	125,577
	123,436


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 30 September 2011, the Group has approved and contracted for capital expenditure totalling RM387,277.

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

	
	30.09.2011

(RM’000)
	30.09.2010

(RM’000)
	30.09.2011

 (RM’000)
	30.09.2010

 (RM’000)

	Turnover

Profit before tax
	308,030

10,829
	294,983

11,745
	951,499

34,666
	882,914

34,862


Turnover for the current quarter was 4.42% higher compared to the previous corresponding quarter due to the increase in sales of consumer goods. Profit before tax was 7.80% lower compared to previous corresponding quarter due to higher operating expenses. 

B2.
Material Change in Profit Before Tax 

	
	  Individual Quarter
	

	
	30.09.2011

(RM’000)
	30.06.2011

(RM’000)
	

	Turnover

Profit before tax
	308,030

10,829
	322,671

12,104
	


Turnover the current quarter decreased by 4.54% compared to the immediate preceding quarter. 

The profit before tax for the current quarter was 10.53% lower compared to the immediate preceding quarter due to higher operating expenses. 

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: -

	
	2011

Individual

3nd Quarter

(RM’000)
	2010

Individual

3nd Quarter (RM’000)
	2011

Financial 

Year-to-date (RM’000)
	2010

Financial 

Year-to-date

(RM’000)

	Income tax 

- Company and Subsidiary Companies

- Over provision in prior year

Deferred Taxation
	3,069

0

(576)

  2,493
	3,458

0

(116)

3,342
	9,840

0

(774)

  9,066
	9,912

(19)

(496)

9,397


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:

	
	2011 Individual 3rd Quarter
	2011 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
	1,171

0

33,050
	313

0

13,043
	15

0

15
	3,161

342

50,874
	313

239

31,957
	15

14

228

	

	34,221
	13,356
	30
	54,377
	32,509
	257


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

	
	Carrying 

Value

(RM’000)
	Provision for

Diminution in Value of

Investment

(RM’000)
	Carrying

Value

(RM’000)
	Market

Value

(RM’000)

	Quoted Shares in Malaysia

Quoted Shares Outside Malaysia

Total Investment in Quoted Shares

Unit Trusts
	703

6,331

7,034

32,262
	(148)

(1,144)

(1,292)

-
	555

5,187

5,742

32,262
	555

5,187

5,742

32,262

	Total
	39,296


	(1,292)


	38,004


	38,004




B8.
Group Borrowings and Debt Securities
The Group borrowings as at 30 September 2011 are shown below:

	Short Term 
	RM’000

	Unsecured Short Term Borrowings

Secured Short Term Borrowings

Secured Finance Lease Liabilities


	44,374

 13,382

160

57,916

	Long Term
	RM’000

	Secured Finance Lease Liabilities
	103




There are no borrowings denominated in foreign currencies.

B9.
Derivative Financial Instruments
Details of the outstanding derivative financial instrument as at 30 September 2011 are as follows:

	Type of Derivatives


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

(RM’000)
	

	Forward Foreign Exchange Contract in Singapore Dollar

- Maturing less than a year
	652
	652
	0
	


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


On 29 August 2011, the Board has declared a Special Interim Gross Dividend of 50 sen per ordinary share less 25% income tax for the financial year ending 31 December 2011, to be paid on 13 October 2011.
B11.
Realised and Unrealised Profit Disclosure
	
	
	
	

	
	As at

30.09.2011

(RM’000)
	
	As at

30.06.2011

(RM’000)
	

	Total retained profits of the Group:

- Realised

- Unrealised
	222,891

8,071
	
	224,406

7,496
	

	
	230,962
	
	231,902
	

	Total share of accumulated losses from

associated company

- Realised

- Unrealised

Less consolidation adjustments
	(25)

0

(12,196)
	
	(25)

0

(12,228)
	

	Total retained profits as per consolidated accounts
	218,741
	
	219,649
	



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.
 
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. The Federal Court has on 28 June 2011 dismissed Zaitun’s leave application for the case W-02-111-2006.


Zaitun has made an appeal to the Federal Court on 18 February 2011, and application for leave to appeal will be heard on 21 November 2011.

On 21.11.2011, Zaitun Marketing Sdn Bhd's ("Zaitun") application for leave to appeal to the Federal Court against the Judgment of the Court of Appeal dated 18.01.2011 came up for hearing. The 18.01.2011 ruling by the Court of Appeal inter - alia set aside a judgment granted in favour of Zaitun by the High Court for alleged breach of contract wherein the total sum that the 3 Respondents had to pay Zaitun was RM 44,765,881.08 and a further sum of RM 1,625,624.43 excluding interest and costs. The Director General of Insolvency's office acting for and on behalf of Zaitun withdrew the application. By consent, the withdrawal was recorded by the Federal Court with no order as to costs. Consequentially, Harrisons Trading (Sabah) Sdn Bhd and Harrisons Trading (Sarawak) Sdn Bhd also withdrew their Application for Security for Costs with no order as to costs as it was rendered nugatory.

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.

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.

B13.
Basis of Calculation of Earnings Per Share (EPS) (continued)
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	QUARTER
	
	QUARTER
	
	PERIOD
	
	PERIOD 

	
	
	
	
	ENDED
	
	ENDED
	
	ENDED
	
	ENDED

	
	
	
	
	30/09/2011
	
	30/09/2010
	
	30/09/2011
	
	30/09/2010

	(a)
	Basic earnings per share


	
	
	
	
	
	
	
	
	

	
	Profit for the period
	
	(RM'000)
	8,336
	
	8,403


	
	25,600
	
	
25,465



	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number of
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	

	
	Basic earnings per share
	
	(sen)
	12.17


	
	12.27
	
	37.38
	
	37.19

	(b)
	Diluted earnings per share
	
	
	
	
	
	
	
	
	

	
	Profit for the period
	
	(RM'000)
	8,336
	
	8,403


	
	25,600
	
	
25,465



	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number of
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per share
	
	(sen)
	12.17


	
	12.27
	
	37.38
	
	37.19

	
	
	
	
	
	
	
	
	
	
	


B14.
Related party transactions 

	
	Cumulative Quarter

	
	30.09.2011

(RM’000)
	
	30.09.2010

(RM’000)

	Rental of office space and car park from Sinar Nusantara Sdn Bhd
	108
	
	98



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 22 November 2011.
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