THE STORE CORPORATION BERHAD  (Company No: 252670-P)

NOTES TO INTERIM FINANCIAL REPORT

A1.   Basis of preparation

The interim financial report of the Group is unaudited and has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange and should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 March 2003.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual audited financial statements for the financial year ended 31 March 2003
A2.   Auditors’ Report

There were no qualification on auditors’ report of the audited financial statements for the financial year ended 31 March 2003.

A3.   Seasonal or Cyclical Factors

The business operations of the Group are generally affected by the major festive seasons..

A4.   Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cashflow

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.
A5.  Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.

There were no material changes in estimates of accounts reported in prior interim period of the current financial year or in prior financial years.

A6.    Issuances and Repayments of Debt and Equity Securities

The Board of Directors of The Store Corporation Berhad ("The Store") announced on 18 April 2003 that the Securities Commission ("SC") had, vide its letter dated 16 April 2003, approved The Store's proposed Commercial Papers ("CP") and Medium Term Notes ("MTN") issuance programme of up to RM200 million ("Programme").  The Programme which will mature seven years from the date of the first issuance is to finance the Group’s working capital requirements, refinance the whole or part of the Group’s existing short term borrowings and to finance capital expenditure for setting up new branches/outlets, investment in similar businesses, and renovation works/upgrading costs on existing outlets.

During the period under review, the Company issued its first CP with the nominal value of RM50 million on 9 July 2003.  The CP which bears an effective interest rate of 4.35% per annum has a maturity period of one year.

A7.      Dividends Paid

No dividends has been paid since the end of the previous financial year.
A8.      Segmental Report

No segmental analysis is prepared as the Group is primarily engaged in retail operations in Malaysia.
A9.     Property, Plant and Equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated impairment loss.
There was no material acquisition and disposal of property, plant and equipment by the Group during the financial period ended 30 September 2003.

A10.    Material Events Subsequent To The End of The Interim Period

There are no material events subsequent to the end of the financial period ended 30 September 2003 that have not been reflected in the financial statements as at the date of this report.

A11.    Changes in the Composition of the Group

During the period under review, the Group acquired additional 110,000 ordinary shares of RM1.00 each representing 9.2% of the issued and paid up capital of Yangtze Corporation Sdn Bhd (“Yangtze) for a cash consideration of RM220,000 (“the Acquisition”).  After the Acquisition, the Group owns 94.98% of Yangtze.
A12.    Contingent Assets Or Liabilities

There are no material contingent assets or liabilities as at the date of this report.

A13.    Capital Commitments

As at 30 September 2003, the Group has no material capital commitments in respect of property, plant and equipment 

NOTES TO KLSE’S LISTING REQUIREMENTS

B1.       Review of Performance of the Company and its Principal Subsidiaries

Group revenue for the financial quarter under review was RM253.1 million as compared to RM261.3 million in the previous corresponding quarter, a decrease of 3.1%. Profit before tax, however, has improved by 28.9% from RM3.8 million to RM4.9 million.  The increase was mainly attributed to an improvement in profit margin and drop in the finance cost.

The results for the current financial period have not been affected by any transaction or event of a material or unusual nature which has arisen between 30 September 2003 and the date of this announcement.
B2.    Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

Group revenue for the financial quarter under review was RM253.1 million, an increase of 0.3% as compared with the preceding quarter revenue of RM252.3 million.   Profit before tax for the current quarter was RM4.9 million, an increase of 32.4% as compared with RM3.7 million recorded in the preceding quarter.   The increase was mainly due to aggressive promotional activity in line with the 35th Anniversary Sales of The Store Group, coupled with further improvement in profit margin.
B3.     Prospects for Current Financial Year

The local retail environment is expected to remain challenging and competitive.  However, with the current steady economic growth and continual aggressive promotional activities by the Group coupled with strict costs control and improved merchandising strategies, barring unforeseen circumstances, the Group expects to achieve a satisfactory performance for the financial year ending 31 March 2004.
B4.     Variance of Actual Profit from Forecast Profit

The Group did not issue any profit forecast nor profit guarantee during the current financial year to date.
B5.      Taxation

Taxation comprises:-

       




       3 months ended
                   6 months ended






         30 September

       30 September
	
	2003
RM`000
	
	2002
RM`000
	
	2003
RM`000
	
	2002
RM`000

	Current taxation - Malaysian
	2,135
=======
	
	2,097
=======
	
	3,440
=======
	
	3,979
======




The effective tax rate of the Group was higher than the statutory tax rate mainly due to the following:





       3 months ended
                   6 months ended






         30 September

       30 September
	
	2003
RM`000
	
	2002
RM`000
	
	2003
RM`000
	
	2002
RM`000

	Profit before taxation
	4,879
=======
	
	3,830
=======
	
	8,556
=======
	
	7,022
======









       3 months ended
                   6 months ended






         30 September

       30 September
	
	2003
RM`000
	
	2002
RM`000
	
	2003
RM`000
	
	2002
RM`000



Tax expense as per
 
    statutory rate @ 28%
1,366
1,072
2,396
1,966


-----------
-----------
-----------
----------

i) Utilization of unused tax losses

  and unabsorbed capital allowances


  not previously recognised
(93)
122
(310)
-
ii)
other non-deductible expenses
862
903
1,354
2,013


-----------
-----------
-----------
---------


Total :
769
1,025
1,044
2,013


----------
----------
----------
---------

Effective tax expenses
2,135
2,097
3,440
3,979


=======
=======
=======
======

B6.     Profits on Sale of investments and/or Properties

There were no profits on sale of investments and/or properties for the current financial quarter and current period ended 30 September 2003.
B7.     Quoted Securities
a) There were no purchases and disposals of quoted securities of the Group for the current financial quarter and period ended 30 September 2003.

b) Total investments in quoted securities of the Group as at 30 September 2003,  are as follows:-

	
	RM`000

	At cost

Less : Provision for diminution in value
	                   12
            (5) 

	At book value
	                    7

	Market value
	                    7


B8.
Status of Corporate Proposals
Bonus Issue
The Board of Directors of The Store Corporation Berhad (“The Store”) announced on 8 August 2003 that the Company proposes to implement a bonus issue of 6,227,600 new ordinary shares of RM1.00 each to the shareholders of the Company on the basis of one (1) new ordinary share for every ten (10) existing ordinary shares held (“Proposed Bonus Issue”)

The Proposed Bonus Issue was approved by the shareholders of The Store at the extraordinary general meeting (“EGM”), convened on 26 September 2003 and the Kuala Lumpur Stock Exchange for the listing of and quotation for the Bonus Shares.
In accordance with the Policies and Guidelines on Issue/Offer of Securities issued by the Securities Commission (“SC”), the approval of the SC is not required for bonus issues made wholly out of unappropriated profits.
B9.     Group Borrowings

Total group borrowings as at 30 September 2003 are as follows: -

	
	
	RM’000

	Long term borrowings
	
	

	Hire purchase liabilities 
	
	

	   Total outstanding balances
	
	    5,676

	   Repayments due within the next 12 months
	
	    (2,301)

	
	
	--------------

	
	
	    3,375

	
	
	--------------

	Finance lease liabilities
	
	

	   Total outstanding balances
	
	    307

	   Repayments due within the next 12 months
	
	   (194)

	
	
	--------------

	
	
	   113

	
	
	--------------

	Total
	
	3,488

	
	
	=======


	Short term borrowings
	
	

	Secured:
	
	

	   Commercial Papers
	
	50,000

	
	
	======


B10.   Off Balance Sheet Financial Instruments

The Group has not entered into any financial instruments with off balance sheet risk as at the date of this report.

B11.    Material Litigation

1. Summit Parade Sdn Bhd (“Summit”) issued a letter of demand dated 5 August.2002 on The Store Corporation Berhad and The Store (Malaysia) Sdn Bhd (collectively “the Companies”), claiming for allegedly unpaid rental amounting to RM4,669,627.78. This sum is disputed by the Companies and the Companies have instituted a Originating Summon against Summit in the Kuala Lumpur High Court vide Civil Suit No 3-24-3403-2002 seeking for, inter alia, a declaration whether the amount claimed by Summit is due and payable by the Companies and for an order to restrain Summit from filing, presenting, advertising and/or gazetting winding up proceedings against the Companies.  The matter is now fixed for hearing on 9 December 2003.

Pending the disposal of the said Originating Summon, Summit has vide Batu Pahat Sessions Court Summons No. D-54-10-2002 obtained a distress order against the Companies for RM719,103.00 as the alleged outstanding rental.  Subsequently, the Companies have vide Originating Summons No. S-24-3403-2002 obtained an injunction against Summit and/or its agent from proceeding further in respect of the distress proceeding until further order.

On 31 January 2003, the Companies filed an application in the Batu Pahat Sessions Court for the setting aside of the distress order.  The said application has been fixed for mention on 8 January 2004.

The Board is of the opinion that there is a reasonable prospect of success in this case.

2. ZKP Development Sdn Bhd (“ZKP”) issued a letter of demand dated 5 August 2002 on The Store Corporation Berhad and The Store (Malaysia) Sdn Bhd (collectively “the Companies”), claiming for allegedly unpaid rental amounting to RM4,675,886.33. This sum is disputed by the Companies and the Companies instituted proceedings against ZKP in the Kuala Lumpur High Court vide Originating Summons No S-24-3404-2002 seeking for, inter alia, a declaration whether the amount claimed by ZKP is due and payable by the Companies and for an order that ZKP be restrained from proceeding further in the matter and/or distress proceedings.  Subsequently, ZKP has vide its Summons-in-chambers applied for leave to reply to the Companies’ affidavit in reply and leave to cross-examine the deponents of the Companies’ affidavit in reply.  This application was fixed for hearing on 29 October 2003 for the purpose of transferring the case to Penang.  The court is currently deciding on the matter and will inform the parties of its decision before fixing the next hearing date.

The Board is of the opinion that there is a reasonable prospect of success in this case.
B12.   Dividend

No interim dividend has been recommended by the Board for the financial period ended 30 September 2003 (30 September 2002 – Nil)

B13     Earnings Per Share

Basic earnings per share is calculated by dividing the Group’s net profit for the period  by the weighted average number of ordinary shares in issue during the period, disclosed as follows:-






           Current
        Comparative
 Current
Preceding






quarter
quarter
6 months
6 months






 ended
             ended                  ended               ended




           
          30/9/2003          30/09/2002         30/09/2003          30/09/2002


( i )
Net profit for 


          the period
 



( RM’000 )
2,775
1,824
5,166
3,153


( ii )   Weighted average



number of ordinary



shares in issue
62,276
62,276
62,276
62,276



Basic earnings per share



( sen)
4.46
2.93
8.30
5.06
The company does not have any dilutive potential ordinary shares outstanding as at 30 September 2003. Accordingly, no diluted earnings per share is presented.

