HUNZA CONSOLIDATION BERHAD (297020-W)

QUARTERLY REPORT FOR THE PERIOD ENDED 30 SEPTEMBER 2008
Notes to the Interim Financial Statements: -             

A. Explanatory Notes to the Interim Financial Statements as required by FRS134

A1.
Basis of preparation

The interim financial statements of the Group for the quarter ended 30 September 2008 are unaudited and have been prepared in accordance with the requirements of FRS134: Interim Financial Reporting.

The interim financial statements should be read in conjunction with the audited financial statements of Hunza Consolidation Berhad Group (“the Group”) for the year ended 31 December 2007. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions so as to give a true and fair view of the state of affairs of the Group as of 30 September 2008 and of its results and cash flows for the period ended on that date.

A2.
Annual Audit Report

The auditors’ report on the financial statements for the year ended 31 December 2007 was not qualified.

A3.
Changes in Accounting Policies
The significant accounting policies and methods of computation adopted by the Group in the interim financial statements are consistent with those of the audited financial statements for the year ended 31 December 2007 except for the adoption of the following revised Financial Reporting Standard (“FRS”) and interpretation to existing standards which are effective for the Group’s annual reporting for the year ending 31 December 2008.

i) FRS 107 Cash Flow Statements

ii) FRS 112 Income Taxes

iii) FRS 118 Revenue

iv) FRS 137 Provisions, Contingent Liabilities and Contingent Assets

v) IC Interpretation 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities

vi) IC Interpretation 8 Scope of FRS 2.

The adoption of the above mentioned revised FRS and interpretations do not have significant impact on the financial statements of the Group.

A4.
Seasonality or cyclicality of operations
The Group’s performance is not significantly affected by any seasonal or cyclical factor for the financial year under review. 

A5.
Unusual items due to their nature, size or incidence

There were no unusual items affecting assets, liabilities, equity, net income or cash flows because of their nature, size, or incidence for the financial period under review.

A6.
Changes in estimates
There were no material changes in the estimates for the financial period under review.

A7.
Issuance, cancellations, repurchases, resales and repayment of debt and equity securities

There were no issuance and repayment of debts and equity securities, share buy-backs, shares held and resale as of treasury shares during the financial period to date except as follows: 

The details of the treasury shares held as at 30.9.2008 are as follows:

	
	
	Number of shares

	  Balance of treasury shares as at 1.1.2008
	
	        433,600


Shares bought back during the period


          
          400









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

	Balance of treasury shares as at 30.9.2008
	
	   434,000

       ========




A7.
Issuance, cancellations, repurchases, resales and repayment of debt and equity securities (cont’d)
As at 30 September 2008, all the above ordinary shares bought back are held as treasury shares in accordance with the requirements of Section 67A of the Companies Act, 1965. The prices paid for the shares ranged from RM0.40 to RM1.95 per share.

Subsequent to 30 September 2008, the Group has not bought back any ordinary shares.

A8.
Dividend
No dividend was paid during the period under review. 

A9.       
Segmental information

Please see B1 for segmental reporting.

A10.
Valuations of property, plant and equipment 

There has been no revaluation of property, plant and equipment for the financial period under review.

A11.
Valuations of investment properties 
There has been no revaluation of investment properties for the financial period under review.
A12.
Material post balance sheet events

There was no material event subsequent to the balance sheet date that has not been reflected in these financial statements.

A13.
Changes in the composition of the Group


There was no business combination, acquisition or disposal of subsidiaries and long term investments, restructuring or discontinuing operations during the current financial period with the exception of the following:-


i)

As per announcement made on 11 July 2008, the Hunza Consolidation Berhad (“HCB”)  acquired the entire issued and paid up capital of Hunza Fresh Energy Sdn Bhd (“HFE”) (formerly known as Assuredway Sdn Bhd) comprising 2 ordinary shares of RM1.00 each. HFE then entered into an exclusive distribution agreement on 25 July 2008 with Maz Energy Pte. Ltd. (“Maz”) to market and distribute fuel additives for gasoline, diesel and other bio-fuels within Malaysia and such other countries in Asia as approved by Maz from time to time.



  As per announcement made on 11 September 2008, HCB entered into a shareholders’ agreement with Maz for the subscription of new shares in HFE in the proportion of 60:40, with the issued share capital to increase to RM100,000. (Please see announcement dated 11 September 2008) HCB and Maz are presently waiting for the approval from the Malaysian Foreign Investment Board.

iii)

As per announcement made on 30 May 2008 as well as quarter 1 report dated also 30 May 2008, the Board has decided to change their business strategy and proceed on a more measured pace i.e the change in equity participation from 70% to 19% of the entire equity interest in the joint venture of PT Tradisi Kemas Industri. The Indonesian Capital Investment Coordination Board’s approval has been obtained on 26 September 2008. (Please see announcements dated 3 and 4 November 2008) 
A14.
Changes in contingent liabilities or contingent assets


There has been no liability that the Group is contingently liable to since the last annual balance sheet date.

B. Additional information required by the listing requirements of Bursa Malaysia Securities Berhad

	B1
	Performance review of the Group
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Current
	
	Corresponding
	
	Current
	
	Corresponding

	
	
	
	
	Quarter
	
	Quarter
	
	period to date
	
	period to date

	
	
	
	
	ended
	
	ended
	
	ended
	
	Ended

	
	
	
	
	30.9.2008
	
	30.9.2007
	
	30.9.2008
	
	30.9.2007

	
	
	
	
	RM '000
	
	RM '000
	
	RM '000
	
	RM '000

	
	Revenue
	
	
	
	
	
	
	
	

	
	
	Packaging
	
	11,759
	
	 8,388
	
	               30,242 
	
	                 25,038 

	
	
	Others
	
	   586
	
	  535
	
	                 1,741 
	
	                   1,581 

	
	
	
	
	12,345        
	
	8,923
	
	               31,983 
	
	                 26,619 

	
	
	Elimination
	
	(300)
	
	(241)
	
	                  (900)
	
	                     (842)

	
	
	Total
	
	        12,045 
	
	8,682
	
	               31,083 
	
	                 25,777 

	
	
	
	
	
	
	
	
	
	
	

	
	Profit/(Loss) before taxation
	
	
	
	
	
	

	
	
	Packaging
	
	605
	
	(142)
	
	                    1,127 
	
	                  (1,272)

	
	
	Others
	
	(523)
	
	(516)
	
	                  (1,426)
	
	                     (1,274)

	
	
	
	
	82
	
	(658)
	
	                  (299)
	
	                  (2,546)

	
	
	Elimination
	*
	-
	
	    (3)
	
	-                           
	
	                        7 

	
	
	Total
	
	82
	
	(661)
	
	                  (299)
	
	                  (2,539)

	
	
	
	
	
	
	
	
	
	
	

	
	
	* The amount is not substantial therefore not reflected
	
	
	
	


a) For packaging division, the performance has improved due to increase in revenue and rental income of excess capacity.  

B2.
Comparison with immediate preceding quarter’s results

Stronger performance in packaging this quarter versus second quarter is mainly due to increase sales to a major customer which is in the midst of ramping up production. 
B3.
Prospects 


The Board takes cognizance of the above results (B1 and B2) and have started on new strategic plans, business models with the objective to turnaround the Group. The Board and management shall continue to review and analyse potential business ventures which will be profitable. 

B4.
Variance of actual profit from forecast profit and shortfall in the profit guarantee

Not applicable. 

B5.
Taxation (Expense)/Credit

	The taxation for the Group comprises :
	
	
	
	 Current 
	
	Current

	
	
	
	
	
	
	
	 quarter 
	
	period to date

	
	
	
	
	
	
	
	 ended 
	
	ended

	
	
	
	
	
	
	
	30.9.2008
	
	30.9.2008

	
	
	
	
	
	
	
	RM'000
	
	RM'000

	a)
	Current
	
	
	
	
	
	                  37
	
	                      (285)

	b)
	Deferred 
	
	
	
	
	
	                      (127) 
	
	                     18 

	
	
	
	
	
	
	
	                    (90)
	
	                     (267)

	
	
	
	
	
	
	
	
	
	


The current tax provision for the period ended to date is made due to taxable income of certain subsidiary companies within the Group which are not allowed for set off against tax losses of other subsidiary companies.

The deferred tax write back is attributed mainly to the reversal of temporary differences.

B6.
Sale of unquoted investments and/or properties


Tung Hai Fishing Sdn Bhd (“THF”), a wholly owned subsidiary of the Company, had entered into a sales and purchase agreement with 3rd parties on 28 April 2008 to dispose its land held under Sandakan Town Lease no: 077535034 of approximately 4,630 square feet together with one unit of double storey semi-detached house erected thereon, known as Lot No.51, Taman Yeng Seng, North Road, District of Sandakan, Sabah for a total consideration of RM220,000 to be satisfied entirely in cash. The proceeds have been received and were used to redeem the Company’s term loan facility in September 2008.
B7.
Particulars of purchases and disposals of quoted securities


Total investment in quoted securities as at 30 September 2008 is as follows:

	
	
	
	
	
	
	
	
	RM'000

	Total investments at cost
	
	
	
	
	
	
	
	913

	Total investments at carrying value/book value
	
	
	
	
	
	283

	Total investments at market value as at 30.9.2008
	
	
	
	
	283


B8.
Status of corporate proposals announced but not yet completed


There was no corporate proposal announced but not yet completed by the Group.
B9.
Group borrowings as at 30.9.2008 (all denominated in RM’000)

	Short term borrowings 
	
	
	
	
	
	
	
	Secured

	
	Bank Overdraft 
	
	
	
	
	
	
	
	3,026

	
	Banker Acceptance
	
	
	
	
	
	
	
	8,894

	
	Share Margin Financing
	
	
	
	
	
	495

	
	Long-term loan due within one year 
	
	
	
	
	
	46

	
	Short term loan
	
	
	
	
	
	
	
	14,595

	
	Hire-purchase Creditors due within one year 
	
	
	
	251

	
	
	
	
	
	
	
	
	
	27,307

	
	
	
	
	
	
	
	
	
	

	Long term borrowings due 
	Within
	
	Later than
	
	

	
	
	
	1 to 2 years
	
	2 to 5 years
	
	5 years
	
	Total

	
	
	
	
	
	
	
	
	
	

	
	Long-term Loan 
	
	50
	
	177
	
	198
	
	425

	
	Hire-purchase Creditors 
	223
	
	396
	
	145
	
	764

	
	
	
	273
	
	573
	
	344
	
	1,189

	
	
	
	
	
	
	
	
	
	


The borrowings of the Group obtained from local licensed banks bear interests at rates ranging from 1.15% to 2% per annum above the lending banks’ base lending rates. All borrowings are denominated in Ringgit Malaysia.


The secured bank borrowings of the Group are guaranteed by the Company, a director of the Company and a former director of the Company and are secured either singly or collectively, as follows:

a) Legal charges over certain landed properties of the Group and the Company;

b) Debentures incorporating fixed and floating charges over all assets of certain subsidiary companies;

c) Negative pledges on all assets of certain subsidiary companies.

d) A pledge of certain of the Company’s investment in quoted shares;

e) A pledge of the Company’s fixed deposits with a licensed bank; and/or

f) Simple deposit of properties of a subsidiary company.

B10     
Off Balance Sheet Financial Instruments 

The Group has no off balance sheet financial instruments as at 30 September 2008.

B11      
Litigation

a) A claim amounting to RM447,402.80 had been filed against Tung Hai Fishing Sendirian Berhad, (“THF”) a wholly owned subsidiary of Hunza Consolidation Berhad by a trade creditor, Hock Hai Hin Seafood Trading Sdn. Bhd. (“HHH”). On 7 September 2005, HHH’s claim against THF was dismissed by Sandakan High Court. However, HHH on 20 September 2005, filed a notice against the said judgement with the Court of Appeal. Based on legal input, the claimant has a slim chance of success of this appeal.

b)  In 2002, a few individuals filed a writ of summon against a wholly-owned subsidiary as well as a third party. The plaintiffs alleged that they have interests over certain portion of a piece of land purchased by the subsidiary in 1995. The plaintiff has just filed summary proceedings against the subsidiary and the third party. The lawyers are reviewing the case to prepare the reply in defense of the plaintiffs’ affidavit and the case management shall be on 14 January 2009.
The Company’s legal advisor is of the opinion that the subsidiary would have reasonable ground to refute the claim. Accordingly, no provision for any liability was made in the financial statements of the Group.

B12.      Dividend Declared 

The Board of Directors does not declare any dividend for the financial period under review.

B13.
Loss per share


Basic


Basic loss per share is calculated by dividing loss attributable to ordinary equity holders of the parent entity by the weighted average number of ordinary shares outstanding during the period.

	
	
	
	
	
	
	
	Current
	
	Current

	
	
	
	
	
	
	
	quarter
	
	period to date

	
	
	
	
	
	
	
	ended
	
	ended

	
	
	
	
	
	
	
	30.9.2008
	
	30.9.2008

	
	
	
	
	
	
	
	
	
	

	Loss attributable to ordinary equity holders of the parent (RM'000)
	
	 (8)
	
	         (566)

	
	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares outstanding
	
	49,621,183
	
	49,621,183

	
	
	
	
	
	
	
	
	
	

	Basic loss per share (sen)
	
	
	
	
	
	(0.02)
	
	(1.14)

	
	
	
	
	
	
	
	
	
	

	Diluted
	
	
	
	
	
	N/A
	
	N/A


B14.
Cash and cash equivalents 

	
	
	
	
	
	As at
	
	As at

	
	
	
	
	
	30.9.2008
	
	30.9.2007

	
	
	
	
	
	RM'000
	
	RM'000

	Cash and Bank Balances
	
	
	
	    536
	
	     335

	Bank overdrafts
	
	
	
	(3,026)
	
	(3,496)

	
	
	
	
	
	(2,490)
	
	(3,161)


B15.
Fixed deposits



Fixed deposits are pledged to a bank for loan extended to the Company.

By order of the Board

Ong Eng Choon

Tay Phaik Huat

Secretaries

Penang

Date:
28  November 2008
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