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 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

During the year under review, the Company issued its first Commercial Papers (“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.

There were no other issuances and repayments of debt and equity securities, share buy-back, share cancellations, shares held as treasury shares and resale of treasury shares by the Company for the current financial quarter and year ended 31 March 2004.
A7.      Dividends Paid

A first and final dividend of 6% less 28% tax amounting to RM2.69 million in respect of financial year ended 31 March 2003 (Year 2002: 6% less 28% tax of RM2.69 million) was paid on 12 December 2003.
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.
The Board of Directors of The Store announced on 30 January 2004 that its wholly-owned subsidiary Pacific Hypermarket & Departmental Store Sdn Bhd had on 30 January 2004 entered into the following sale and purchase agreements with Lembah Kencana Development Sdn Bhd:-

 (i) Sale and Purchase Agreement for the proposed acquisition of a retail space known as Unit G-888 KB MALL at Jalan Hamzah, Kota Bahru, Kelantan for a cash consideration of RM19,811,435; and
 (ii) Sale and Purchase Agreement for the proposed acquisition of a retail space known as Unit 1-888 KB MALL at Jalan Hamzah, Kota Bahru, Kelantan for a cash consideration of RM19,183,200.
The total purchase consideration for the two proposed acquisitions (collectively referred to as the "Proposed Acquisitions") is RM38,994,635.  The Properties are intended for retail business.

The Proposed Acquisitions will not have any effect on the share capital and shareholding structure of the Company as the purchase considerations are settled entirely in cash.  The Proposed Acquisitions are not expected to have any material effect on the NTA as at 31 March 2004 and on the earnings for the financial year ending 31 March 2004.  

They are however expected to enhance the future earnings of The Store Group.
There were no other material acquisition and disposal of property, plant and equipment by the Group during the financial year ended 31 March 2004.
A10.    Material Events Subsequent To The End of The Interim Period

There are no material events subsequent to the end of the financial year ended 31 March 2004 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 year 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 31 March 2004, the Group has no material capital commitments in respect of property, plant and equipment 

NOTES TO BURSA MALAYSIA’S LISTING REQUIREMENTS

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

Group revenue for the financial year under review was RM1,164.9 million as compared to RM1,137.9 million in the previous corresponding period, an increase of 2.4%. Profit before tax has improved by 10% from RM33.6 million to RM37.0 million.  The increase was mainly attributed to an improvement in profit margin and other operating income.

The results for the current financial year have not been affected by any transaction or event of a material or unusual nature which has arisen between 31 March 2004 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 RM320.7 million, a drop of 5.3% as compared with the preceding quarter revenue of RM339.0 million.   Profit before tax for the current quarter was RM10.3 million, a drop of 43.1% as compared with RM18.1 recorded in the preceding quarter.  The drop in both turnover and profit before tax was mainly due to only 1 major festival i.e. Chinese New Year in the quarter under review, as compared to 3 major festivals i.e. Deepavali, Hari Raya and Christmas in the preceding quarter.
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, barring unforeseen circumstances, the Group expects to achieve a satisfactory performance for the next financial year ending 31 March 2005.
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
                       12 months ended






         31 March

                             31 March
	
	2004
RM`000
	
	2003
RM`000
	
	2004
RM`000
	
	2003
RM`000

	Current taxation – Malaysian
Deferred Tax Expense / 
     (Deferred Tax Income)
Associated Company Tax
	1,963
(1,688)

657

-----------
932

=======
	
	2,148
3,147
389

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

5,684

=======
	
	11,692
(1,688)

657

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

10.661

=======
	
	9,259
3.147
389

-----------

12,795

======




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





       3 months ended
                        12 months ended






         31 March

                              31 March
	
	2004
RM`000
	
	2003
RM`000
	
	2004
RM`000
	
	2003
RM`000

	Profit before taxation
	10,304
=======
	
	11,547
=======
	
	37,011
=======
	
	33,560
======





Tax expense as per
 
    statutory rate @ 28%
2,885
3,233
10,363
9,397


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

i) Utilization of unused tax losses

  and unabsorbed capital allowances


  not previously recognised
434
488
(448)
(1,717)
ii)
other non-deductible expenses
(2,148)
(1,573)
985
1,579
iii) Deferred Tax Liability
-
3,147
-
3,147
iv) Deferred Tax Assets
(896)
-
(896)
-
v) Tax Expense-Associated Company
657
389
657
389


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


Total :
(1,953)
2,451
298
3,398


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

Effective tax expenses
932 
5,684
10,661
12,795


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

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 31 March 2004..
B7.     Quoted Securities
a) There were no purchases and disposals of quoted securities of the Group for the current financial quarter and period ended 31 March 2004.

b) Total investments in quoted securities of the Group as at 31 March 2004, 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 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 (“Bonus Issue”)

The Bonus Issue was approved by the shareholders of The Store at the extraordinary general meeting, convened on 26 September 2003 and Bursa Malaysia 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.

On 18 February 2004, the Company announced the date for entitlement and Book Closure for the Bonus Issue which was fixed on 10 March 2004.  The additional 6,227,600 new ordinary shares of RM1.00 each issued pursuant to the aforesaid Bonus Issue was granted listing and quotation with effect from 9.00 a.m., Tuesday, 23 March 2004.
Share BuyBack

The Board of Directors of The Store announced on 8 August 2003 the followings:
(i) to amend its Memorandum and Articles of Association to empower the Company to undertake the Proposed Share Buyback (“Share Buyback”); and

(ii) to seek the approval of the Company's shareholders for the Company to purchase its own shares up to a maximum of 10% of its issued and paid-up share capital.
The Board had proposed to seek the approval of the Company's shareholders for the Company to purchase up to a maximum of 6,850,360 of its own ordinary shares of RM1.00 each, representing 10% of the Company's issued and paid-up share capital at any point of time, subject to the Companies Act, 1965, Listing Requirements of the Bursa Malaysia, any prevailing laws, rules, regulations and guidelines issued by relevant authorities at the time of purchase. This is based on the enlarged share capital of 68,503,602 ordinary shares of RM1.00 each after the completion of the Company's bonus issue of one (1) new share for every ten (10) existing ordinary shares of RM1.00 each held. The Share Buyback will be carried out on Bursa Malaysia through a stockbroker(s) to be appointed by the Company.
The Share Buyback was approved by the shareholders of The Store at the extraordinary general meeting, convened on 12 May 2004.

B9.     Group Borrowings

Total group borrowings as at 31 March 2004 are as follows: -

	
	
	RM’000

	Long term borrowings
	
	

	Hire purchase liabilities 
	
	

	   Total outstanding balances
	
	    4,901

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

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

	
	
	    2,600

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

	Finance lease liabilities
	
	

	   Total outstanding balances
	
	    142

	   Repayments due within the next 12 months
	
	     (88)

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

	
	
	    54

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

	Total
	
	2,654

	
	
	=======


	Short term borrowings
	
	

	Secured:
	
	

	   Commercial Papers
	
	50,000

	   Bank overdrafts
	
	     399
----------

50,399

	
	
	======


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 an Originating Summons 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 has been heard on 2nd, 3rd and 12th of March 2004.  The High Court has dismissed the Companies’ Originating Summon on the ground that there are several disputes as to the facts of the case and as such it is not suitable to be decided in an Originating Summons action.  The High Court has nevertheless, granted the Companies liberty to refile the claim against Summit in a writ action, and the Companies’ solicitors are presently preparing the necessary cause papers.

Pending the disposal of the said Originating Summons, 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.  On 31 January 2003, the Companies filed an application in the Batu Pahat Sessions Court to set aside the distress order.  The said application is fixed for hearing on 22nd July 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.  The Penang High Court had granted ZKP’s application to transfer the case to the Penang High Court.  The case is now pending at the Penang High Court for the purpose of fixing a 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 year ended 31 March 2004 (31 March 2003 – Nil).  The Board is deliberating on the proposed dividend for the financial year ended 31 March 2004, the amount of which shall be announced later. (31 March 2003 – First and final dividend of 6% less 28% tax amounting to RM2.69 million.)
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
Comparative





quarter
quarter
12 months
12 months






 ended
             ended                  ended               ended




           
          31/3/2004          31/3/2003         31/3/2004          31/3/2003

( i )
Net profit for 


          the period
 



( RM’000 )
9,383
5,815
26,427
20,896

( ii )   Weighted average



number of ordinary



shares in issue
68,504
68,504
68,504
68,504


Basic earnings per share



( sen)
13.7
8.5
38.6
30.5
The weighted average number of ordinary share in issue has been adjusted to take into consideration the bonus issue completed during the current financial year.  As such, the computation of the basic earnings per share has also been adjusted accordingly.  The company does not have any dilutive potential ordinary shares outstanding as at 31 March 2004. Accordingly, no diluted earnings per share is presented.

Yours faithfully

for and on behalf of the Board of Directors

THE STORE CORPORATION BERHAD

LEE WAI NGAN

Company Secretary

c.c
The Securities Commission

