HARRISONS HOLDINGS (MALAYSIA) BERHAD (194675-H)

NOTES TO THE UNAUDITED QUARTERLY REPORT ON CONDENSED 

CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2018

A. SELECTED EXPLANATORY NOTES PURSUANT TO MRFS 134 INTERIM FINANCIAL REPORTING: 
A1.
Basis of Preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of MFRS 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 financial year ended 31 December 2017. 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 financial year ended 31 December 2017.

The interim financial statements have been prepared using the same accounting policies as the most recent audited financial statements and in accordance with MFRS 134 “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 those adopted in the most recent audited financial statements for the financial year ended 31 December 2017 except for the newly-issued Malaysian Financial Reporting Standards (“MFRS”), interpretations and amendments to standards to be applied by all Entities Other Than Private Entities for the financial periods beginning on or after 1 January 2018:

· MFRS 15: Revenue from Contracts with Customers

· MFRS 9: Financial Instruments

· Annual Improvements to MFRS Standards 2014–2016 Cycle

· MFRS 140: Transfers of Investment Property (Amendments to MFRS 140)

· IC Interpretation 22: Foreign Currency Transactions and Advance Consideration
The adoption of the above did not have any significant effects on the interim financial report upon their initial application, other than as disclosed below:
(a)
MFRS 15 “Revenue from Contracts with Customers”

MFRS 15 “Revenue from contracts with customers” (effective from 1 January 2018) replaces MFRS 118 ‘Revenue’ and MFRS 111 ‘Construction contracts’ and related interpretations. The core principle in MFRS 15 is that an entity recognises revenue to depict the transfer of promised goods or services to the customer in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. 

Revenue is recognised when a customer obtains control of goods or services, i.e. when the customer has the ability to direct the use of and obtain the benefits from the goods or services.
A new five-step process is applied before revenue can be recognised:

(i)
Identify contracts with customers;

(ii)
Identify the separate performance obligations;

(iii)
Determine the transaction price of the contract;

(iv)
Allocate the transaction price to each of the separate performance obligations; and

(v)
Recognise the revenue as each performance obligation is satisfied.

Key provisions of the new standard are as follows:

· Any bundled goods or services that are distinct must be separately recognised, and any discounts or rebates on the contract price must generally be allocated to the separate elements.

· If the consideration varies (such as for incentives, rebates, performance fees, royalties, success of an outcome etc), minimum amounts of revenue must be recognised if they are not at significant risk of reversal.

· The point at which revenue is able to be recognised may shift: some revenue which is currently recognised at a point in time at the end of a contract may have to be recognised over the contract term and vice versa.

· There are new specific rules on licenses, warranties, non-refundable upfront fees, and consignment arrangements, to name a few.

· As with any new standard, there are also increased disclosures.

The Group has assessed the effects of applying the new standard on the Group’s financial statements and has identified the following areas that will be affected:

-
Revenue relating to sales of good will be recognised when the control of the products has transferred, being the point when the products are delivered to the customer. As the transfer of risks and rewards generally coincides with the transfer of control at a point in time, the timing and amount of revenue recognised for the sale of good under MFRS 15 is not materially different from its current practice.
-
Revenue relating to sale of services will be recognised in the accounting period in which the services are rendered. Revenue from contracts may have multiple deliverables. It is therefore accounted for as a separate performance obligation under MFRS 15. The transaction price will be allocated to each performance obligation based on the stand-alone selling price. Revenue relating to revenue from contract will be recognised over time based on the entity’s progress towards complete satisfaction of that performance obligation. As the contract terms of the services provided have a generally short period of delivery (less than one year), the Group’s revenue recognition for services under MFRS 15 is not materially different from its current practice.
The Group has adopted MFRS 15 using the modified retrospective approach. This means any cumulative impact arising from the adoption will be recognised in retained earnings as at 1 January 2018 and comparatives are not restated. Based on the preliminary assessment performed by the Management, there is no cumulative impact from the adoption of MFRS 15 as at 1 January 2018.
(b)
MFRS 9 Financial instruments

MFRS 9 retains but simplifies the mixed measurement model in MFRS 139 and establishes three primary measurement categories for financial assets: amortised cost, fair value through profit or loss (“FVTPL”) and fair value through other comprehensive income (“FVOCI”). The basis of classification depends on the entity's business model and the cash flow characteristics of the financial asset. Investments in equity instruments are always measured at fair value through profit or loss with an irrevocable option at inception to present changes in fair value in OCI (provided the instrument is not held for trading). A debt instrument is measured at amortised cost only if the entity is holding it to collect contractual cash flows and the cash flows represent principal and interest.

For liabilities, the standard retains most of the MFRS 139 requirements. These include amortised cost accounting for most financial liabilities, with bifurcation of embedded derivatives. The main changes are:

· For financial liabilities classified as FVTPL, the fair value changes due to own credit risk should be recognised directly to OCI. There is no subsequent recycling to profit or loss.


· When a financial liability measured at amortised cost is modified without this resulting in derecognition, a gain or loss, being the difference between the original contractual cash flows and the modified cash flows discounted at the original effective interest rate, should be recognised immediately in profit or loss.

MFRS 9 introduces an expected credit loss model on impairment that replaces the incurred loss impairment model used in MFRS 139. The expected credit loss model is forward-looking and eliminates the need for a trigger event to have occurred before credit losses are recognised.
The adoption of MFRS 9 Financial Instruments from 1 January 2018 resulted in changes in accounting policies and adjustments to the amounts recognised in the financial statements. In accordance with the transitional provisions in MFRS 9 (7.2.15) and (7.2.26), comparative figures have not been restated.

The Group has reviewed its financial assets and liabilities and has identified the following impact from the adoption of the new standard on 1 January 2018.

· On 1 January 2018 (the date of initial application of MFRS 9), the Group has assessed which business models apply to the financial assets held by the Group and has classified its financial instruments into the appropriate MFRS 9 categories as follows:


Notes
AFS(1)
FVTPL(2)
FVOCI(3)


RM’000
RM’000
RM’000

Financial assets 1 January 2018

Closing balances 31 December 

2017- MFRS 139

27,954
-
-



─────
─────
─────
Reclassify investments from

  AFS to FVTPL
(i)
(21,820)
21,820
-

Reclassify investments from

  AFS to FVOCI
(ii)
(6,134)
-
6,134


─────
─────
─────
Opening balance 1 January 2018

  - MFRS 9

-
21,820
6,134


═════
═════
═════
The impact of these changes on the Group’s equity is as follows:



Effect on
Effect on
Effect on



AFS
FVOCI
retained

Notes
reserves
reserves
earnings


RM’000
RM’000
RM’000

Closing balances 31 December 

2017- MFRS 139

3,134
-
233,373


─────
─────
─────
Reclassify AFS reserves to
  retained earnings
(i)
(1,924)
-
1,924
Reclassify AFS reserves to 
  FVOCI reserves
(ii)
(1,210)
1,210
-



─────
─────
─────
Opening balance 1 January 2018

  - MFRS 9

-
1,210
235,297


═════
═════
═════
Note:
(1) Available-for-sale financial assets

(2) Financial assets at fair value through profit or loss

(3) Financial assets at fair value through other comprehensive income
(i)
Reclassication of investments from available-for-sale to FVTPL

The unit trust funds of the Group were reclassified from available-for-sale financial assets to financial assets at FVTPL The investment does not meet the MFRS 9 criteria for classification at amortised cost, because their cash flows do not represent solely payments of principal and interest. 

Related fair value gains of RM1.9 million were transferred from the available-for-sale financial assets reserves to retained earnings on 1 January 2018.
In the twelve months to 31 December 2018, net fair value losses amounting to RM1,322,000 relating to these investments were recognised in profit or loss.
(ii)
Reclassification of investments in non-trading equities from available-for-sale to FVOCI

The Group elected to present in OCI changes in the fair value of all its equity investments previously classified as available-for-sale, because these investments are held as long-term strategic investments that are not expected to be sold in the short to medium term. As a result, assets with a fair value of RM21.8 million were reclassified from available-for-sale financial assets to financial assets at FVOCI and fair value gains of RM1.2 million were reclassified from the available-for-sale financial assets reserve to the FVOCI reserve on 1 January 2018.

In the twelve months to 31 December 2018, net fair value losses amounting to RM898,000 relating to these investments were recognised in OCI.
· The Group’s trade and other receivables currently measured at amortised cost meet the conditions for classification at amortised cost under MFRS 9. 

· There will be no impact on the Group’s accounting for financial liabilities, as the new requirements only affect the accounting for financial liabilities that are designated at fair value through profit or loss and the Group does not have any such liabilities. The de-recognition rules have been transferred from MFRS 139 ‘Financial Instruments: Recognition and Measurement’ and have not been changed.
· The new impairment model requires the recognition of impairment provisions based on expected credit losses (ECL) rather than only incurred credit losses as is the case under MFRS 139. It applies to financial assets classified at amortised cost, debt instruments measured at FVOCI, contract assets under MFRS 15 “Revenue from Contracts with Customers”, lease receivables, loan commitments and certain financial guarantee contracts. The adoption of MFRS 9 have impact on the retained earnings of the Group for RM4,910,000 in the financial year ended 31 December 2018.
A2.
Disclosure of Audit Qualification
The financial statements for the year ended 31 December 2017 was not subject to any qualification.
A3.
Seasonality or Cyclicality of Operations
The businesses of the Group are mainly in fast moving consumer goods. Revenue and contributions tend to be influenced by festival seasons.

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 material changes in estimates that have had a material effect in the current quarter results.
A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities
During the current quarter, the Company did not purchase any its own shares from the open market. The cumulative number of shares repurchased as at the reporting date is 13,000 at a total consideration of RM17,936. The average price paid for the shares repurchased is approximately RM1.38 per share. The repurchase transactions were financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance with the provision Section 127 of Companies Act 2016. As treasury shares, the rights attached as to voting, dividends and participation in other distributions are suspended. None of the treasury shares repurchased have been sold during the current quarter under review.
As at 31 December 2018, the number of outstanding shares in issue after setting off treasury shares against equity is 68,476,200.

A7.
Dividends paid

There were no dividends paid during the current quarter under review.

A8.
Segmental information




Trading





and





distribution
Retailing
Others
Group





RM’000
RM’000
RM’000 
RM’000



2018


Revenue

Total segment revenue

1,626,011
16,440
33,238
1,675,689


Inter segment revenue

-
-
(22,282)
(22,282)



────────
────────
────────
────────


1,626,011
16,440
10,956
1,653,407


────────
────────
────────
────────
Results





Profit Before 

   Interest and Tax (external)

40,349
765
(3,560)
37,554
Interest income




1,421
Finance costs




(6,931)





────────

Profit from ordinary activities





   before taxation




32,044





════════

Capital employed

Segments assets

630,847
17,828
52,788
701,463
Unallocated assets




9,912





────────

Total assets




711,375





════════

Segments liabilities

386,388
5,368
4,415
396,171
Unallocated liabilities




1,853





────────

Total liabilities




398,024





════════


Trading





and





distribution
Retailing
Others
Group





RM’000
RM’000
RM’000
RM’000

2017
Revenue

Total segment revenue

1,540,258
-
47,333
1,587,591
Inter segment revenue

-
-
(36,637)
(36,637)



────────
────────
────────
────────





1,540,258
-
10,696
1,550,954


────────
────────
────────
────────
Results

Profit Before 

   Interest and Tax (external)

31,527
-
823
32,350
Interest income




1,597
Finance costs




(5,930)






────────

Profit from ordinary activities






  before taxation




28,017






════════
Capital employed

Segments assets

588,793
-
62,817
651,610


Unallocated assets




10,946





────────

Total assets




662,556





════════

Segments liabilities

354,569
-
2,232
356,801
Unallocated liabilities




743





────────

Total liabilities




357,544





════════
A9.
Revenue from contracts with customers


Set out below is the disaggregation of the Group’s revenue from contracts with customers:



Trading


and


distribution
Retailing
Others
Group


RM’000
RM’000
RM’000
RM’000

As at 31 December 2018

Types of goods and services

Consumer products
1,365,276
16,440
-
1,381,716
Building materials
208,791
-
-
208,791
Chemical products
51,944
-
-
51,944
Commission, handling fees and others
-
-
10,956
10,956

──────
──────
──────
──────

1,626,011
16,440
10,956
1,653,407

══════
══════
══════
══════
Geographical market

Sabah
918,586
-
8,065
926,651
Sarawak
470,373
-
1,372
471,745
Peninsular Malaysia
237,052
9,045
1,519
247,616
Singapore
-
7,395
-
7,395

──────
──────
──────
──────


1,626,011
16,440
10,956
1,653,407

══════
══════
══════
══════
Timing of revenue recognition

At a point in time
1,626,011
16,440
10,956
1,653,407

══════
══════
══════
══════


Trading


and


distribution
Retailing
Others
Group


RM’000
RM’000
RM’000
RM’000

As at 31 December 2017


Types of goods and services

Consumer products
1,276,247
-
-
1,276,247
Building materials
209,327
-
-
209,327
Chemical products
54,684
-
-
54,684
Commission, handling fees and others
-
-
10,696
10,696



──────
──────
──────
──────


1,540,258
-
10,696
1,550,954

══════
══════
══════
══════
Geographical market

Sabah
863,411
-
7,745
871,156
Sarawak
440,230
-
1,213
441,443
Peninsular Malaysia
236,617
-
1,738
238,355
Singapore
-
-
-
-

──────
──────
──────
──────


1,540,258
-
10,696
1,550,954

══════
══════
══════
══════
Timing of revenue recognition

At a point in time
1,540,258
-
10,696
1,550,954

══════
══════
══════
══════
A10.
Material Subsequent Events
There was no material event subsequent to the financial quarter under review.

A11.
Effect of Changes in the Composition of the Group
On 8 October 2018, we acquired Famous Amos Chocolate Chip Cookie Singapore Pte Ltd which is 80% owned by Famous Food Company Pte Ltd (“Famous Food Company”). Famous Food Company is 68% owned by Harrisons Peninsular Sdn. Bhd., which is a 100% owned subsidiary of the Company.  
A12.
Changes in Contingent Liabilities or Contingent Assets

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.
	75,611
25,514
309
133
	75,611
25,514
-

-



	Total
	101,567
	101,125


A13.
Valuations of property, plant and equipment
There were no updates in valuations of properties, since the previous annual financial statements.

A14.
Capital Commitments
As at 31 December 2018, the Group has budgeted capital expenditure totalling RM2,889,000 for financial year 2019. 
A15.
Material litigation
The Sibu High Court ruled on 13 November 2015 in favour of Eastern Pillars Sdn. Bhd. (“Eastern”) and Able Harmony Sdn Bhd (“Able”) for claims premised on the alleged negligence of Harrisons Sarawak Sdn. Bhd. (“HSSB”), a wholly-owned subsidiary of the Company, in relation to a fire which occurred on 20 May 2013 in a warehouse rented by HSSB from Able. The damages awarded amounted to RM3,088,000. Subsequently, on 8 December 2015, HSSB filed a notice of appeal while awaiting the written judgement. This amount has been recognised as an expense in the statement of comprehensive income under ‘other operating expenses’ for the financial year ended 31 December 2015.

On 7 December 2016, the Court of Appeal by unanimous decision allowed the Company’s appeal against the decision of the Sibu High Court given on 13 November 2015. Given the above decision, the necessity to pay Able the total sum of RM3.1 million together with cost and interest no longer exist. On 17 February 2017, Able had appealed the case to the Federal Court of Malaysia and filed a Notice of Motion with Affidavit to the Federal Court of Malaysia. HSSB’s solicitor serve an Affidavit in opposition.

HSSB was informed by its solicitor on 20 July 2018 that the Federal Court had dismissed the application for leave to appeal to the Federal Court of Eastern and Able on 19 July 2018.

Given the above decision by the Federal Court, the necessity to pay Eastern and Able no longer exist and the total sum of RM3,248,532 provided previously as expenses - claims on legal case was reversed as other operating income during the September financial quarter 2018.
B.
SELECTED EXPLANATORY NOTES PURSUANT TO PARAGRAPH 9.22 OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.
Profit for the year

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

	
	Individual Quarter
	Cumulative Quarter

	
	31.12.2018
(RM’000)
	31.12.2017
(RM’000)
	31.12.2018
(RM’000)
	31.12.2017
(RM’000)

	Other operating income comprises of: -
· Interest Income

· Other Income

Total

Interest expenses

Depreciation

Impairment for trade 
    and other receivables (net)
Provision/(Reversal) for obsolescence of 
    inventories (net)

Inventories written off

Unrealised foreign exchange (gain)/loss
Gain on disposal of 
    available-for-sale financial assets

Gain on disposal of financial assets 
at FVTPL

Loss on fair value changes 
    of financial assets at FVTPL

Gain on bargain purchase arising from 
    The acquisition of a subsidiary

	(274)

(813)

(1,087)

1,654
2,096
1,789
516
1,451
(68)
-
(35)
777
-
	(389)

(1,078)

(1,467)

1,719
1,789
2,244
(803)
2,184
247
(443)
-

-

-
	(1,421)

(6,071)

(7,492)

6,931
5,028
5,541
908
2,962
(86)
-
(20)
1,322
(679)
	(1,597)

(3,055)

(4,652)

5,930
4,571
4,290
(1,426)
4,371
442
(1,095)
-

-
-

	


B2.
Financial review for current quarter and financial year to date
	 
	Individual Period
	Changes
	Cumulative Period
	Changes 

	
	(2nd quarter)
	
	
	

	
	Current quarter
	Preceding Year Corresponding Quarter
	
	Current Year To-date
	Preceding Year Corresponding Period
	

	
	31-12-18
	31-12-17
	
	31-12-18
	31-12-17
	

	Revenue
	403,179
	364,773
	10.53%
	1,653,407
	1,550,954
	6.61%

	Operating profit
	5,580
	5,165
	8.03%
	32,805
	29,295
	11.98%

	Profit Before Interest and Tax
	5,890
	6,632
	-11.19%
	38,975
	33,947
	14.81%

	Profit Before Tax
	4,236
	4,913
	-13.78%
	32,044
	28,017
	14.37%

	Profit After Tax
	2,466
	4,383
	-43.74%
	22,764
	21,537
	5.70%

	Profit Attributable to Ordinary Equity Holders of the Parent
	2,172
	4,384
	-50.47%
	22,470
	21,591
	4.07%


Overall Review of Group’s Financial Performance

In general, the Group’s profit after tax after non-controlling interest for the period ended 31 December 2018 increased by RM879,000 or 4.07% compared to the preceding year corresponding period. The improvement was mainly due to the reversal of provision of legal claim of RM3.2 million for the Sibu’s court case during the September financial quarter 2018 and stronger sales in Nestle products throughout the year. Revenue for the current year increased by RM102.5 million or 6.61% and Profit Before Tax for the year increased by RM4.0 million or 14.37%. 
The Group’s trade and other receivables decreased from RM307.0 million as at 31 December 2017 to RM297.7 million as at 31 December 2018 due to tightening of credit control and a reduction in trade and other receivables by RM4.9 million due to the implementation of MFRS9. Bank borrowings increased from RM187.9 million as at 31 December 2017 to RM205.2 million as at 31 December 2018 as more borrowings were needed to finance increase in sales for the current year.
Cash and bank balances increased from RM94.8 million as at 31 December 2017 to RM103.3 million as at 31 December 2018. Net working capital improved by RM59.4 million for the year ended 31 December 2018 as compared to 31 December 2017 as there were less cash tied up in trade receivables and trade payables increased during the year ended 31 December 2018.
Quarterly 
Revenue for the current quarter increased by RM38.4 million or 10.53% as compared to the previous corresponding quarter. The increase is mainly due to strong sales in Nestle products and distribution of the new agency, Wipro Unza since May 2018. The acquisition of Famous Amos Chocolate Chip Cookie Singapore Pte Ltd (“Famous Amos Singapore”) and Watts Harrisons Sdn. Bhd. (Komonoya Brand) too contributed about RM16.4 million revenue for the current quarter.
The profit before tax for the current quarter was RM677,000 or 13.78% lower as compared to the previous corresponding quarter. Provision for obsolescence of inventories was RM516,000 for the current quarter while there was a reversal of an over provision for obsolescence of inventories of RM803,000 during the previous corresponding quarter. This resulted in the increase in Selling and Distribution Costs for the current quarter. 
Year to-date (YTD)
Revenue for YTD December 2018 increased by RM102.5 million or 6.61% as compared to the previous corresponding YTD December 2017. The increase is mainly due to increase in sales in Nestle products. We also started distributing the Wipro Unza products in May 2018 and the inclusive of the Famous Amos Singapore business from October 2018 onwards.
The profit before tax for YTD December 2018 was RM4.0 million or 14.37% higher as compared to the previous corresponding YTD December 2017. There was a reversal of the provision of legal claim for the Sibu’s court case amounting to RM3.2 million during the September financial quarter 2018. Gross margins increased slightly from 9.47% for YTD December 2017 to 10.13% for YTD December 2018 as the margins of the retailing business was included from October 2018 onwards. Provision for obsolescence of inventories was RM908,000 for YTD December 2018 while there was a reversal of an over provision for obsolescence of inventories of RM1,426,000 during the YTD December 2017. Operating expenses increased due to increase in headcounts and 8% salary adjustment of unionised staff and additional cost consolidating from the new subsidiaries, Famous Amos Singapore and Watts Harrisons Sdn. Bhd. in 2018.
Segmental analysis   
The Group has three reporting segments, 
1. Trading and distribution

2. Retailing

3. Others

Revenue
	
	
	Year to-date
	
	Year to-date 
	
	
	
	

	
	
	December
	
	December
	
	Changes
	
	

	
	
	2018
	
	2017
	
	amount
	
	Growth

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	%

	
	
	
	
	
	
	
	
	

	Trading and distribution

Retailing
	
	1,626,011
16,440

	
	1,540,258
-
	
	85,753
16,440
	
	5.57%

100%

	Others
	
	10,956
	
	10,696
	
	260
	
	2.43%

	
	
	
	
	
	
	
	
	

	
	
	1,653,407
	
	1,550,954
	
	99,316
	
	6.61%


Trading and distribution
	
	
	Year to-date
	
	Year to-date 
	
	
	
	

	
	
	December
	
	December
	
	Changes
	
	

	
	
	2018
	
	2017
	
	amount
	
	Growth

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	%

	Revenue


	
	
	
	
	
	
	
	

	Fast-Moving Consumer Goods
	
	1,365,276
	
	1,276,247
	
	89,029
	
	6.98%

	Building Materials and
   Engineering Products 
	
	208,791
	
	209,327
	
	(536)
	
	-0.26%

	Industrial and Agriculture

   Chemicals Products
	
	51,944
	
	54,684
	
	(2,740)
	
	-5.01%

	
	
	
	
	
	
	
	
	

	
	
	1,626,011
	
	1,540,258
	
	85,753
	
	5.57%


This Trading and Distribution segment includes marketing, sales and distribution of Fast-Moving Consumer Goods, Building Materials and Engineering Products, and Industrial and Agriculture Chemical products. This segment is the major segment of the Group which contributed 98.34% of the Group’s revenue.
Revenue for this Segment in YTD December 2018 increased by RM85.8 million or 5.57% as compared to YTD December 2017. The increase for the YTD December 2018 is mainly due to the stronger sales in Nestle products in the Fast-Moving Consumer Goods division and the new agency Wipro Unza. The Building Materials and Engineering Products Division registered a slight decline due to the slowdown in the property market.
The Profit Before Interest and Tax for YTD December 2018 for the Trading and Distribution Segment increased from RM31.5 million to RM40.3 million or 27.98% higher as compared to YTD December 2017. We were able to hit our sales target and earned additional incentives from our major principals. There was also a reversal of provision of legal claim of RM3.2 million for the Sibu’s court case during 2018.
Retailing

This new segment is the segment of retailing of consumer products, under the brands Komonoya in Malaysia and Famous Amos in Singapore.
Revenue for this segment in YTD December 2018 is RM16.4 million and the Profit Before Interest and Tax in YTD December 2018 is RM765,000 mainly coming from the retailing of Famous Amos cookies in Singapore.
Others

This Segment comprises of shipping agency commissions, insurance agency commissions, travel agency commissions and income from investment in marketable securities.
Revenue for this segment increased slightly from RM10.7 million for YTD December 2017 to RM11.0 million for YTD December 2018.
The Profit Before Interest and Tax for this Others Segment decreased by RM4.3 million in YTD December 2018 as compared to YTD December 2017 because there were fair value losses on financial assets at PVTPL of RM1.3 million for the YTD December 2018. The gain on disposal of quoted securities also decreased from RM1.1 million in YTD December 2017 to RM22,000 in YTD December 2018. 
B3.
Financial review for current quarter compared with immediate preceding quarter 
	 


	Current Quarter
	Immediate Preceding Quarter
	Changes 

	
	31-12-18
	30-9-18
	

	Revenue
	403,179
	430,981
	-6.45% 

	Operating profit
	5,580
	11,987
	-37.65% 

	Profit Before Interest and Tax
	5,890
	13,311
	-55.75% 

	Profit Before Tax
	4,236
	11,582
	-63.43% 

	Profit After Tax
	2,466
	7,751
	-70.46% 

	Profit Attributable to Ordinary Equity Holders of the Parent
	2,172
	7,751
	-73.99% 


Revenue for the current quarter decreased by RM27.8 million or 6.45% compared to the immediate preceding quarter due to a lower sales in fast moving consumer goods during the current quarter.
The profit before tax for the current quarter decreased by RM7.3 million or 63.43% compared to the immediate preceding quarter. There was a reversal of provision of legal claim of RM3.2 million for the Sibu’s court case in the immediate preceding quarter. Inventory written off increased from RM308,000 for the immediate preceding quarter to RM1,451,000 during the current quarter. There was gain on disposal of quoted securities of RM466,000 in the immediate preceding quarter as compared to loss on disposal of quoted securities of RM777,000 during the current quarter.
B4.
Prospects for Current Year
The market condition continues to remain competitive and challenging in year 2019. Cement sales is expected to be weak as the oversupply situation remains. The existing main fast-moving consumer goods agencies are expected to grow modestly. The management will proactively monitor our trade credit exposure in managing trade receivables. We are treading cautiously in our new retailing business, where consumer spending is not expected to be aggressive. There are no material adverse foreseen factors affecting the group operations.
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 comprises: -
	
	Individual Quarter
	     Cumulative Quarter

	
	31.12.2018
(RM’000)
	31.12.2017
(RM’000)
	31.12.2018
(RM’000)
	31.12.2017
(RM’000)

	Income tax 

Deferred Taxation
	1,860
(90)
1,770
	1,462
 (932)
530
	8,372
908
9,280
	7,628
(1.148)

6,480


The Group’s effective tax rate for the current quarter and financial year-to-date is 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. Income tax in 2017 was lower due to overprovision of tax for 2016.
B7.
Group Borrowings and Debt Securities
The Group borrowings are shown below: 
	 
	As at 4th quarter ended 2018

	 
	Long term
	Short term
	Total borrowings

	 
	(RM ‘000)
	(RM ‘000)
	(RM ‘000)

	Secured
	
	
	 

	Bank overdrafts
	                      -   
	                396 
	                396 

	Bankers' acceptance
	                      -   
	16,590 
	16,590 

	Revolving credit
	                      -   
	              9,660 
	              9,660 

	 
	                      -   
	26,646 
	26,646 

	 
	
	
	

	Unsecured
	
	
	

	Bank overdrafts
	                      -   
	                      -   
	                      -   

	Bankers' acceptance
	                      -   
	178,594 
	178,594 

	Revolving credit
	                      -   
	                      -   
	                      -   

	 
	                      -   
	178,594 
	178,594 

	 
	
	
	

	Total
	                      -   
	205,240
	205,240

	 
	 
	 
	 


	 
	As at 4th quarter ended 2017

	 
	Long term
	Short term
	Total borrowings

	 
	(RM ‘000)
	(RM ‘000)
	(RM ‘000)

	Secured
	
	
	 

	Bank overdrafts
	                      -   
	                      997   
	                      997   

	Bankers' acceptance
	                      -   
	              15,810
	              15,810

	Revolving credit
	                      -   
	                5,500 
	                5,500 

	 
	                      -   
	              22,307
	              22,307

	 
	
	
	 

	Unsecured
	
	
	 

	Bank overdrafts
	                      -   
	3,499 
	3,499 

	Bankers' acceptance
	                      -   
	            162,072 
	            162,072 

	Revolving credit
	                      -   
	                      -   
	                      -   

	 
	                      -   
	165,571 
	165,571 

	 
	
	
	

	Total
	                      -   
	187,878 
	187,878 

	 
	 
	 
	 


The Group uses mostly Bankers’ acceptance for financing requirements. There were no material changes in the borrowing structure.


The average interest rates per annum of borrowings that were effective as at the reporting date are as follows:

	
	2018
	2017

	
	
	

	-Bank overdrafts
	8.10%
	7.93%

	-Bankers' acceptance
	4.27%
	4.01%

	-Revolving credits
	5.03%
	4.78%


B8. 
Ageing analysis of trade and other receivables
	
	2018

	
	RM'000

	Neither past due nor impaired
	236,298

	1 to 30 days past due not impaired
	38,293

	31 to 60 days past due not impaired
	16,281

	61 to 90 days past due not impaired
	6,868

	
	61,442

	
	297,740


Trade receivables are non-interest bearing and are generally on 30 to 90 days credit terms. They are recognised at their original invoice amounts which represent their fair values on initial recognition.


Included in trade receivable is amount due from an associate of RM2,998,000 which has been fully impaired. This amount represents balance arising from trade transactions and advances, is unsecured, has no fixed term of repayment.

B9.
Derivative Financial Instruments
There is no outstanding derivative financial instrument as at 31 December 2018.
B10.
Dividend Payable


No dividends were declared during the current quarter under review.
B11.
Basis of Calculation of Earnings Per Share (EPS)

The basic earnings per share 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 earnings per share.
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	QUARTER
	
	QUARTER
	
	PERIOD
	
	PERIOD 

	
	
	
	
	ENDED
	
	ENDED
	
	ENDED
	
	ENDED

	
	
	
	
	31.12.2018
	
	31.12.2017
	
	31.12.2018
	
	31.12.2017

	
	Basic and diluted earnings per share


	
	
	
	
	
	
	
	
	

	
	Profit for the financial period 

  attributable to owners of the 

  Company
	
	(RM'000)
	2,172
	
	4,384
	
	22,470
	
	21,591

	
	Weighted average number of
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	

	
	Basic and diluted   

  earnings per share
	
	(sen)
	3.17
	
	6.40

	
	32.81
	
	31.53


	
	
	
	
	
	
	
	
	
	
	


B12.
Related party transactions 






	
	Cumulative Quarter

	
	31.12.2018
(RM’000)
	
	31.12.2017
 (RM’000)

	Rental of office space and car park from Sinar Nusantara Sdn Bhd
	186
	
	186


Sinar Nusantara Sdn Bhd is a company 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 also a Director of the company.

B13.
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 2019.
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