HABIB CORPORATION BERHAD (397979-A)

Notes to the Financial Statements

1. Accounting Policies and Methods of Computation

The accounting policies and methods of computation used in this quarterly financial statements are prepared in accordance with approved accounting standards and are consistent with that of the most recent annual financial statements. 

2. Exceptional Items

There were no exceptional items for the quarter and financial year-to-date. 

3. Extraordinary Items

There were no extraordinary items for the quarter and financial year-to-date.

4. Taxation Charge

	
	Current quarter
	Year-to-  date

	Current taxation
	1,249,000
	2,027,000

	Under-provision in respect of prior year
	57,000
	57,000

	Deferred taxation
	416,000
	416,000

	Total
	1,722,000
	2,500,000


For the quarter and year-to-date, the Group’s effective tax rate is higher than the statutory tax rate due to tax differentials on business and rental income, expenses that are non-deductible and of a capital nature. 

5. Profit/(Loss) from Sale of Unquoted Investments and Properties

There were no sales of unquoted investments for the financial year-to-date. As previously announced in the second quarter, a subsidiary of the company disposed a retail complex shoplot located in Amcorp Mall, which resulted in a loss on disposal of RM98,000. 

6. Purchases/Disposals of Quoted Securities

There were no purchases or disposals of quoted securities by the Group for the quarter and financial year-to-date. 

7. Changes in Composition of the Group

There were no changes in composition of the Group for the quarter and financial year-to-date.

8. Status of Corporate Proposals Announced


On 30 November 2001, after the granting of the 1 for 1 Bonus Issue, the entire issued and paid-up share capital of Habib comprising 74,000,000 ordinary shares of RM1.00 each was successfully transferred from the Second Board to the Main Board of the Kuala Lumpur Stock Exchange under the “Consumer Products” category.

9. Issuances/Repayments of Debt and Equity Securities, Shares Buy-Backs, Shares Cancellations, Treasury Shares

There were no issuance and repayment of debt and equity securities, shares buy-backs, shares cancellations, shares held as treasury shares and resale of treasury shares for the current financial year-to-date.

10. Group Borrowings

The Group’s borrowings as at the end of the reporting period were as follows:-

	All denominated 
	Short Term
	Long Term
	

	In RM only
	Secured
	Unsecured
	Secured
	Unsecured
	TOTAL

	Borrowings
	15,168,000
	-
	5,906,000
	-
	

	Total
	15,168,000
	5,906,000
	21,074,000


There were no borrowings in foreign currency. The bank borrowings and term loans were secured by the following:- 

(a) legal charges over the freehold land, leasehold land and building, completed shop-lots and construction in progress of certain subsidiary companies

(b) first and second debentures over the assets of subsidiary companies

(c) irrevocable corporate guarantee to subsidiary companies and

(d) irrevocable joint and several guarantees by certain directors of the Company.

11. Contingent Liabilities

As at the end of the quarter, corporate guarantees (secured) given by the Company to financial institutions for facilities granted to the subsidiary companies amounted to RM22,779,000. There are no other material contingent liabilities.

12. Financial Instruments with Off Balance Sheet Risks

There were no financial instruments with off balance sheet risk as at the end of the quarter.

13. Material Litigation

Apart from the legal case announced previously, there were no other material legal cases initiated by, or against the Group. 

14. Segmental Reporting

There was no segmental analysis prepared as the Group is primarily engaged in the manufacturing and retailing of jewelleries and operates principally within Malaysia.

15. Material Changes in Results for the Quarter as Compared to Immediate Preceding Quarter

For the quarter under review, Group revenue of RM49.796 million was 103% higher than the RM24.589 million reported in the previous quarter. Apart from the year end seasonal sales, wholesale and export sales also contributed to the increase but this had the effect of lowering the gross profit margin. 

Interest expense increased from RM0.268 million to RM0.616 million, as interest previously capitalised to Construction-in-Progress was expensed this quarter. Profit before taxation increased 106% to RM2.702 million, compared to RM1.309 million the previous quarter. With the higher tax expense as mentioned in Note 4 above, profit after tax of RM0.980 million was 7% lower than the previous quarter. 

16. Review of Performance

For the 12 months to 31 December 2001, the Group achieved sales revenue of RM116.639 million, which was marginally lower by 3% compared to the previous financial year.  Gross profit margins have reduced as both the local and overseas markets have grown to be more competitive and price sensitive. In our efforts to penetrate and establish a foothold in the overseas markets, we have compromised our gross profit margins further. Operating expenses were capped to the levels of the previous financial year. The previous financial year reported a RM1.091 million gain on disposal of property, whereas the current financial year incurred a loss on disposal of property of RM0.098 million. Interest expense was higher by 33% to RM1.546 million resulting from the prudent recognition of expense previously capitalised. 

Profit before tax was 50% lower at RM5.928 million. In the previous financial year, the Group’s effective tax rate was lower than the statutory tax rate due to utilisation of unabsorbed tax losses and capital gains which were not subject to income tax, which was no longer available this current financial year. Consequently, profit after tax was 65% lower at RM3.429 million as compared to the previous financial year. 

17. Material Subsequent Events

There were no material events subsequent to end of the period reported on that have not been reflected in the financial statements for this quarter.

18. Seasonal or Cyclicality of Operations

The anticipated year end religious and celebration festivities boosted sales for the quarter.  

19. Prospects for the Group

The Group has set its vision to become a global jewellery company, and has participated actively in the international trade shows and exported to overseas markets. The current state of the world economies presents greater challenges for the Group and a longer time horizon is needed to derive the financial returns. 

The Group will continue to protect its dominant position in the local jewellery market. 

The Group is going through a consolidation stage of building its information infrastructure and core values, process reviews on operational efficiencies, superior customer service, research and development on innovative designs, and to be backed up a strong core management team. 

Barring unforeseen circumstances, the Group will strive to achieve an acceptable level of profitability.

20. Variance of Actual Profit from Forecast Profit

Not applicable. 

21. Dividends

(a) (i)
a final tax exempt dividend has been recommended



(ii)
amount per share of 2.5 sen (after the 1 for 1 bonus issue to 74,000,000 ordinary shares)


(iii)
in respect of previous year ended 31 December 2000, a final tax exempt dividend of 5 sen per ordinary share was paid (based on 37,000,000 ordinary shares)


(iv)
the date payable will be determined later


(v)
in respect of deposited securities, the date of entitlement to dividend will be determined later. 

(b)
the total dividend for the current year amount to 2.5 sen per ordinary share. 

