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

(Incorporation in Malaysia)
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 Financial Reporting Standard (“FRS”) 134, Interim Financial Reporting, and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. The report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 September 2007.

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 30 September 2007.

A2.   
Auditors’ Report

There were no qualification on auditors’ report of the audited financial statements for the financial year ended 30 September 2007.
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 for the period ended 30 June 2008 except for the net gain of RM272,298 arising from disposal of 490,000 treasury shares as disclosed in A6 and statement of changes in equity.
A5.  
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.

There was 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 number of treasury shares held in hand as at 30 June 2008 are as follows:

	
	Number of shares
	Amount

RM’000

	Balance as at 1 October 2007
	490,000
	1,205

	
	
	

	Disposal of treasury shares
	(490,000)
	(1,205)

	
	
	

	Total treasury shares as at 30 June 2008
	
-
	
-


Other than the above, 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 period ended          30 June 2008.
A7.      Dividends Paid

A first and final dividend of 3% less 26% tax amounting to RM1.52 million in respect of financial year ended 30 September 2007 (30.9.2006 : 7% less 27% tax of RM3.50 million) was paid on 25 June 2008.  The dividend in respect of financial year ended       30 September 2007 was payable in respect of all ordinary shares in issue at the date of the financial statements, excluding those ordinary shares held as treasury shares under share buy-back.
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 / valuation less accumulated depreciation and impairment losses.
There were no other material acquisition and disposal of property, plant and equipment by the Group during the financial quarter and period ended 30 June 2008 except for the acquisition of retail spaces known as Unit 1-888, Unit 2-888 and Unit 2.26 in Batu Pahat Mall for a total cash consideration of RM59,358,140 (“Proposed Acquisitions”). As at 30 June 2008, a deposit of RM5,935,814 was paid and included under trade and other receivables.
A10.    
Material Events Subsequent to the End of the Interim Period

i)
Further to the Company’s announcement dated 27 April 2007, 13 September 2007,   24 September 2007 , 21 December 2007, 25 March 2008 and 25 June 2008 on the Proposed Acquisitions, the Board of Directors of the Company wishes to announce that Pacific Hypermarket & Departmental Store Sdn Bhd (as the Purchaser) and LKD Management Sdn Bhd (as the Vendor) had mutually agreed to extend the date of completion of the Proposed Acquisitions for a further (3) months from 26 June 2008, without incurring any late payment interest. Barring any unforeseen circumstances, the Proposed Acquisitions are now expected to be completed in the 3rd quarter of 2008.
ii) Further to the announcement dated 8 April 2008 and 15 April 2008, on behalf of the Board of Directors of the Company, MIMB Investment Bank Berhad wishes to announce that the Company had on 8 April 2008 submitted an application to the Securities Commission (SC) to seek for an extension of six (6) months up to 23 October 2008 to complete the Proposed Private Placement and SC had vide its letter dated 15 April 2008 granted the Company the said extension.   
iii)
On behalf of the Board of Directors of the Company, MIMB Investment Bank Berhad (formerly known as Malaysian International Merchant Bankers Berhad) wishes to announce that the Company had on 12 December 2007, entered into a conditional Share Sale Agreement with Y.S. Tang Holdings Sdn Bhd (“YST”) for the proposed acquisition of 3,000,000 ordinary shares of RM1.00 each in Jurus Kota Sdn Bhd (“JKSB”), representing the entire issued and paid-up share capital of JKSB from YST for a purchase consideration of RM130.0 million (“Purchase Consideration”) to be fully satisfied in cash (“Proposed Acquisition”). As at 31 December 2007, a deposit of RM13,000,000 was paid and included under trade and other receivables. As at the date of this announcement, the acquisition is pending completion. 
Other than the above, there are no material events subsequent to the end of the financial quarter and period ended 30 June 2008 that have not been reflected in the financial statements as at the date of this report.

A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current financial quarter and period ended 30 June 2008 except for the following:
On 26 May 2008, the Company subscribed for 1 ordinary share of USD1, representing the entire issued and paid up capital in TS Universal International Co. Ltd, a company incorporated in the British Virgin Islands at a consideration of USD1. The principal activity of the Company is investment  company.


On 4 June 2008, the follow companies were incorporated:



(a)
Universal Retail Group Ltd (“URG”)



TSUI subscribed for 1 ordinary share of USD1, representing the entire issued and paid-up share capital in URG, a company incorporated in the Cayman Islands at a cash consideration of USD1.


(b)
TS Universal Retail Ltd (“TSUR”)



URG subscribed for 1 ordinary share of USD1, representing the entire issued and paid-up share capital in TSUR, a company incorporated in the British Virgin Islands at a cash consideration of USD1.


(c)
Universal Retail Holdings Limited (“URH”)



TSUR subscribed for 1 ordinary share of HKD1, representing the entire issued and paid-up share capital in URH, a company incorporated in Hong Kong at a cash consideration of HKD1.


The principal activity of the above newly incorporated companies is investment holding.   

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 June 2008, 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 9 months financial period under review was RM1,484.39 million as compare to RM1,478.26 million in the previous correspondence period, an increase of           0.4%. Profit before tax has decrease by 26.77% from RM53.21 million to RM38.96 million. The decrease in profit before tax was mainly attributed to the recognition of negative goodwill of RM15.75 million arising from the acquisition of Larut Matang in the previous correspondence period. 

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 2007 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 RM412.35 million, a decrease of 21.64% as compared with the preceding quarter revenue of RM526.20 million. Profit before tax for the current quarter was RM2.60 million, a decrease of 79.15% as compared with RM12.47 million recorded in the preceding quarter. The drop in both revenue and profit before tax was mainly due to higher sales recorded during the Chinese New Year in preceding quarter compared to the absence of festive seasons in the current quarter under review. 
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 financial year ending 30 September 2008.
B4.
Variance of Actual Profit from Forecast Profit


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


Taxation comprises:

30.06.2008
30.06.2007

RM`000
RM`000

Tax Expense :



- Current year
10,678
10,638

Deferred Tax :

- Current year
375
100

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

11,053
10,738

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

The Company’s effective tax rate is slightly higher than the statutory tax rate as certain expenses are not deductible for tax purposes.
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 period ended 30 June 2008.
B7.     
Quoted Securities
a) There were no material purchases and disposals of quoted securities of the Group for the current financial quarter and period ended 30 June 2008.
b) Total investments in quoted securities of the Group as at 30 June 2008, are as follows:-


30.06.2008
30.06.2007

RM`000
RM`000

At cost
12
12


Less : Provision for diminution in value
(5)
(5)

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

At book value
7
7

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

Market value
9
11

=======
=======
B8.
Status of Corporate Proposals
There were no corporate proposals announced by the Group but not completed as at       30 June 2008 except for the acquisition of 3,000,000 ordinary shares of RM1.00 each in Jurus Kota Sdn Bhd as stated in Note A10.
B9.     
Group Borrowings

Total group borrowings as at 30 June 2008 are as follows:

30.06.2008
30.06.2007

RM`000
RM`000

Long term borrowings (Secured)


Medium Term Notes (“MTN”)
60,000
140,000


Term Loans

    Total outstanding balances
3,011
5,457

    Repayments due within the next 12 months
     (844)
(1,252)

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

2,167
4,205

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

Hire purchase and Finance lease liabilities

    Total outstanding balances
302
2,047

    Repayments due within the next 12 months
  (223)
(1,696)

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

79
351

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

Total
62,246
144,556

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


30.06.2008
30.06.2007

RM`000
RM`000

Short term borrowings

(Secured)


    Commercial Papers
39,832
39,832


    Long term loans (current portion)
844
1,252

    Bankers acceptance
6,868
3,675

    Bank overdrafts
39,897
7,234

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

Total
87,441
51,993

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


All borrowings are in Malaysian Ringgit.
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 and its subsidiary, The Store (Malaysia) Sdn Bhd (collectively known as the “Defendants”), claiming for allegedly unpaid rental amounting to RM4,669,628. This sum is disputed by the Defendants and the Defendants have instituted proceedings against Summit in the Kuala Lumpur High Court via Originating Summons No. D7-24-283-2002 seeking for, inter alia, a declaration whether the amount claimed by Summit is due and payable by the Defendants and for an order to restrain Summit from filing, presenting, advertising and/or gazetting winding up proceedings against the Defendants. The matter has been heard on 2nd and 3rd March 2004 and on 12th March 2004, the High Court has dismissed the Defendants’ 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 Defendants liberty to refile the claim against Summit in a writ action. 

In view of the court’s direction, Summit has served on the Defendants a Writ     23-72-2004 dated 2nd July 2004 filed in the Muar High Court claiming for, inter alia, alleged unpaid rental to date amounting to RM5,143,762. The Defendants has replied with the Defence and Counterclaim, whereby the sum claimed is disputed by the Defendants. The Defendant is counter-claiming for damages, of which the quantum is to be assessed by the court, for breach of tenancy agreement by Summit. At the last hearing date on 15th August 2008, the Defendants’ solicitors were on medical leave and thus a new date has not been fixed.

Pending the disposal of the said Originating Summons, Summit has via Batu Pahat Sessions Court Summons No. D-54-10-2002 obtained a distress order against the Defendants for RM719,103 as the alleged outstanding rental. Subsequently, the Defendants had via 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 31st January 2003, the Defendants filed an application in the Batu Pahat Sessions Court to set aside the distress order. As there is a pending case in the High Court, the Sessions Court does not wish to proceed until the settlement of the High Court case. The matter has been fixed for further mention on 14 December 2006. On 14 December 2006, the Court decided to put this matter into abeyance pending the disposal of the aforesaid High Court matter and that no mention date will be issued therein. 

Based on the professional advice, 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 5th August 2002 on The Store and its subsidiary, The Store (Malaysia) Sdn Bhd (collectively known as the “Defendants”), claiming for allegedly unpaid rental amounting to RM4,675,886.33. This sum was disputed by the Defendants and the Defendants had instituted proceedings against ZKP in the Kuala Lumpur High Court via Originating Summons No. S-24-3404-2002 seeking for, inter alia, a declaration on whether the amount claimed by ZKP is due and payable by the Defendants and for an order to restrain ZKP from proceeding further in this matter and/or distress proceedings.  The Penang High Court had granted ZKP’s application to transfer the case to the Penang High Court. 
At the Penang High Court, ZKP has applied for summary judgment against the Defendants, which has been dismissed by the Court on 12th August 2005. ZKP’s appeal against the decision was also dismissed with costs by both the High Court and the Court of Appeal. The case has been fixed for hearing on 21st October 2008.
Based on the professional advice, 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 June 2008.
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:-



9 months
9 months

Ended
Ended

30 June 2008
30 June 2007

(i)
Net profit for the year 



(RM’000)
27,922
42,480

(ii)    Weighted average



number of ordinary


shares in issue (‘000)
68,504
68,014


Basic earnings per share (sen)
40.80
62.50


=========
=========
The Company does not have any dilutive potential ordinary shares outstanding as at 30 June 2008.  Accordingly, no diluted earnings per share are presented.

