HARRISONS HOLDINGS (MALAYSIA) BERHAD (194675-H)

NOTES TO THE UNAUDITED QUARTERLY REPORT ON CONDENSED 

CONSOLIDATED FINANCIAL STATEMENTS FOR THE 4TH FINANCIAL QUARTER ENDED 31 DECEMBER 2012

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 2011. 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 2011.

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 2011.

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 July 2011
	IC Interpretation 19
	Extinguishing Financial Liabilities with Equity Instruments. It clarifies and addresses the accounting by an entity when the terms of a financial liability are renegotiated and result in the entity issuing equity instruments to a creditor to extinguish all or part of the financial liability.


(ii)
Standards effective from 1 January 2012
	Amendment to MFRS 1 
	First time adoption on fixed dates and hyperinflation

	Amendment to MFRS 7 
	Disclosures on transfers of financial assets.

	Amendment to MFRS 112 
	Measurement of deferred tax assets or liabilities arising on investment property measured at fair value.


(iii) Standards effective from 1 July 2012
	Amendment to MFRS 101
	Presentation of items of Other Comprehensive Income


(iv) Standards effective from 1 January 2013

	
	

	MFRS 10 
	Consolidated financial Statements

	MFRS 11 
	Joint arrangements

	MFRS 12 
	Disclosures of interests in other entities

	MFRS 13 
	Fair value measurement

	MFRS 127 
	Separate financial statements (2011)

	MFRS 128 
	Investments in associates and joint ventures (2011)

	Amendment to MFRS 7 
	Disclosures – Offsetting Financial Assets and Financial Liabilities


(v) Standards effective from 1 January 2014

	Amendment to MFRS 132
	Presentation – Offsetting Financial Assets & Financial Liabilities


(vi) Standards effective from 1 January 2015

	MFRS 9
	Financial instruments (2009)

	MFRS 9
	Financial instruments (2010)

	Amendment to MFRS 7
	Disclosure – Mandatory Date of MFRS 9 and transition Disclosures




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 2011 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 2012.

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 2012.
A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
During the current 4th 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 31 December 2012.

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 under review.
A8.
Segment Revenue and Segment Result by Business Segments

	Business Segments
	Turnover
	
	Turnover
	
	PBT
	
	PBT

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

	
	2012
	
	2011
	
	2012
	
	2011

	Trading and Distribution
	1,371,666
	
	1,278,005
	
	54,738
	
	50,107

	Others
	28,098
	
	62,823
	
	24,256
	
	(1,487)

	Total
	1,399,764
	
	1,340,828
	
	78,994
	
	48,620

	Less: Eliminations
	(33,924)
	
	(74,627)
	
	(36,756)
	
	   -

	
	1,365,840
	
	1,266,201
	
	42,238
	
	48,620

	Finance costs
	
	
	
	
	(2,197)
	
	(1,602)

	
	
	
	
	
	40,041
	
	47,018


A9.
Material Subsequent Events

There was no material event subsequent to the financial quarter 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  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

Unsecured Bank Guarantee Given to Third Parties in the ordinary course of business.
	88,700

50,891
430
473
	88,700

50,891
-

-



	Total
	140,494
	139,591


b. Harrisons Trading (Sabah) Sdn Bhd (‘HTSh’), a wholly owned subsidiary of the Company received a letter of demand dated 15 February 2012 from Kastam DiRaja Malaysia demanding payment of the sum of RM91,750,418.99 (‘Letter of Demand’) for purported unpaid:
(i) Import Duty amounting to RM31, 452, 344.00;

(ii) Excise Duty amounting to RM54,805,709.42;

(iii) Sales Tax amounting to RM5,492,365.57.

HTSh has on 8 October 2012 received a letter from Customs dated 8 October 2012 rejecting HTSh’s request for an extension of 3 weeks to respond to Customs’ letter of 19 September 2012. Customs has advised HTSB to settle the amount demanded on an urgent basis.


The Board is seeking legal advice on HTSh’s options and response to Customs’ latest letter in light of HTSB’s stand that HTSB is not liable to pay as previously announced.
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 2012, the Group has budgeted capital expenditure totalling RM2,651,178.
B.
SELECTED EXPLANATORY NOTES PURSUANT TO PARAGRAPH 9.22 OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.
Profit for the period

Profit for the period is arrived at after charging / (crediting) :

	
	Individual Quarter 
	Cumulative Quarter

	
	31.12.2012
(RM’000)
	31.12.2011
(RM’000)
	31.12.2012
 (RM’000)
	31.12.2011
 (RM’000)

	Other income comprise of :-

· Interest Income
· Other Income
Total
Interest expenses

Depreciation and amortization

Provision for write off of receivables

Provision for write off of inventories
Foreign exchange loss/(gain)

	(287)
(5,890)

(6,177)

580
1,243
(306)
5,099
34
	(370)
(7,038)
(7,408)

475
924
1,413
5,411
(128)

	(917)
(7,144)
(8,061)

2,197
3,516
2,034
5,988
(4)

	  (1,433)

(8,196)

(9,629)

1,614
3,300
3,446
6,151

(96)


B2.
Review of Performance

	
	Individual Quarter 
	Cumulative Quarter

	
	31.12.2012
(RM’000)
	31.12.2011
(RM’000)
	31.12.2012
 (RM’000)
	31.12.2011
 (RM’000)

	Turnover

Profit before tax
	327,811
9,431
	314,702
12,352
	1,365,840
40,041
	1,266,201
47,018


Turnover for the current quarter was 4.17% higher compared to the previous corresponding quarter due to increase in sale of consumer goods arising from existing agencies and new Coca-Cola and F&N Diaries agencies.
The profit before tax for the current quarter was 23.65% lower compared to the immediate preceding quarter as margins decline by 0.14% as overall operational costs for existing businesses and new agencies increases. Additionally, profit before tax was also affected by additional provision for doubtful debts for the newly start up consumer business in Johore.
B3.
Material Change in Profit Before Tax 

	
	  Individual Quarter
	

	
	31.12.2012
(RM’000)
	30.09.2012
(RM’000)
	

	Turnover

Profit before tax
	327,811
9,431
	343,182
8,389
	


Turnover for the current quarter decreased by 4.48% compared to the immediate preceding quarter mainly due to decrease in sale of consumer goods.
The profit before tax for the current quarter increased by 12.42% compared to the immediate preceding quarter due to margins for the current quarter being higher by 0.46% compared to the previous quarter as cost of sales reduced during the current quarter due to discount given at year end by a supplier for prompt payment.
B4.
Prospects for Current Year
The market trend for the consumer business in Malaysia is expected to grow in tandem with the economy in 2013. Consumer spending on consumer durables is expected to remain resilient in the domestic economy as uncertainties in the global economy decreases in 2013 as compared to 2012. However, rising operation costs and pressures from suppliers to reduce margins is expected to continue in 2013. For the newly start up fast-moving consumer businesses in Peninsular Malaysia, strategies have been implemented to control operational costs and monitor the collection of debts. The Group sales are expected to have a positive growth in 2013.
B5.
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.

B6.
Tax Charge

The tax charge comprise: -
	
	2012
Individual

4th Quarter

(RM’000)
	2011
Individual

4th Quarter (RM’000)
	2012
Financial 

Year-to-date (RM’000)
	2011
Financial 

Year-to-date

(RM’000)

	Income tax 

- Company and Subsidiary Companies

- Over provision in prior year

Deferred Taxation
	2,231
0

282
  2,513
	3,088
(1,554)
615
2,149
	11,581
0

282
11,863  
	12,928
(1,554)
(159)

11,215


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 and losses of subsidiary companies that are not available for set-off against taxable profits of other subsidiaries.  

B7.
Group Borrowings and Debt Securities
The Group borrowings as at 31 December 2012 are shown below:
	Short Term 
	RM’000

	Unsecured Short Term Borrowings

Secured Short Term Borrowings

Secured Finance Lease Liabilities


	44,526
 12,619
71
57,216

	Long Term
	RM’000

	Secured Finance Lease Liabilities
	4



There are no borrowings denominated in foreign currencies.
B8.
Derivative Financial Instruments
Details of the outstanding derivative financial instrument as at 31 December 2012 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

	588
	583
	5
	


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.

B9.
Dividend Payable

The Board has deferred the deliberation on the declaration of dividends for financial year 2012. 
B10.
Realised and Unrealised Profit Disclosure
	
	
	
	

	
	As at

31.12.2012
(RM’000)
	
	As at

31.12.2011
(RM’000)
	

	Total retained profits of the Group:

- Realised

- Unrealised
	230,698
7,174
	
	205,843
7,459
	

	
	237,872
	
	213,302
	

	Total share of accumulated losses from

associated company

- Realised

- Unrealised

Less consolidation adjustments
	(58)

0

(20,065)
	
	(25)

0

(10,011)
	

	Total retained profits as per consolidated accounts
	217,749
	
	203,266
	


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.

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 share 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

	
	
	
	
	31/12/2012
	
	31/12/2011
	
	31/12/2012
	
	31/12/2011

	(a)
	Basic earnings per share


	
	
	
	
	
	
	
	
	

	
	Profit for the period
	
	(RM'000)
	6,918
	
	10,203

	
	28,178
	
	
35,803


	
	Weighted average number of
	
	
	
	
	
	
	
	
	

	
	Ordinary shares in issue
	
	('000)
	68,476
	
	68,476
	
	68,476
	
	68,476

	
	
	
	
	
	
	
	
	
	
	

	
	Basic earnings per share
	
	(sen)
	10.10

	
	14.90
	
	41.15
	
	52.29

	(b)
	Diluted earnings per share
	
	
	
	
	
	
	
	
	

	
	Profit for the period
	
	(RM'000)
	6,918
	
	10,203

	
	28,178
	
	
35,803


	
	Weighted average number of
	
	
	
	
	
	
	
	
	

	
	  ordinary shares in issue
	
	('000)
	68,476
	
	68,476
	
	68,476
	
	68,476

	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per share
	
	(sen)
	10.10
	
	14.90
	
	41.15
	
	52.29

	
	
	
	
	
	
	
	
	
	
	


B13.
Related party transactions 






	
	Cumulative Quarter

	
	31.12.2012
(RM’000)
	
	31.12.2011
(RM’000)

	Rental of office space and car park from Sinar Nusantara Sdn Bhd
	158
	
	145



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.

B14.
Authorisation for issue


This interim financial information has been approved for issue in accordance with a resolution of
the Board of Directors dated 27 February 2013.
1
5

