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

The provision for current taxation expense amounted to RM319,978. There was no deferred tax provided, and no under or over provision of taxation in respect of prior year. 

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

There were no sales of unquoted investments for the quarter and financial year-to-date. During the second quarter, a subsidiary of the company disposed a property located in Damansara Perdana, which resulted in a gain on disposal of RM70,301. 

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

There is no new corporate proposal announced in the quarter and financial year-to-date.

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 quarter and 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
	15,668,000
	-
	5,356,000
	-
	21,024,000

	Total
	15,668,000
	5,356,000
	21,024,000


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 risks as at the end of the quarter and financial year-to-date.

13. Material Litigation

Apart from the legal case announced previously, there were no other new 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 jewellery and operates principally within Malaysia.

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

For the quarter under review, the Group reported total revenue of RM21.469 million which was 8.0% higher than that of the previous quarter at RM19.885 million.  This was attributable to the strategic sales initiatives implemented by the company in the second quarter.

As a result of the current turnover, the Group returned a Profit before tax of RM0.546 million compared to RM0.421 million in the previous quarter, and Profit after tax of RM0.382 and RM0.265 million respectively. 

16. Review of Performance

For the 6 months to 30 June 2002, the Group achieved a total turnover of RM41,355 million indicating a marginal decline of 2.1% compared to the previous financial year.  However, with the increasingly intense competitive environment in both the domestic and overseas markets, gross profit margin was adversely affected.  Despite the highly price-sensitive market, the Group continues to push ahead to further strengthen its foothold in keeping with its longer-term strategic vision.

With lower gross margin, the Group has taken positive steps to contain and reduce operating expenses.  Interest expenses were also reduced significantly by RM0.447 million from RM0.662 million in same corresponding period last year.

Profit before tax amounted to RM0.967 million compared to the same period last year at RM1.918 million, whereas Profit after tax amounted to RM0.647 million and RM1.399 million respectively. 

17. Material Subsequent Events

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

18. Seasonal or Cyclicality of Operations

In line with past year’s performance, the business is expected to improve in the following quarters.  

19. Prospects for the Group

In keeping with its vision to be a global jewellery brand, the Group continued its efforts in refining its image and product range as it evolves with a changing business environment and rising customer expectations domestically and abroad.  Towards this end, the Group has and will continue to introduce new products that are a reflection of the times, innovative in design and of quality craftsmanship.

The Group has actively participated in both international trade shows and design competitions.  Recently, Habib was the only Malaysian jeweler to be short-listed as a finalist in the Gold Virtuosi 2002, an international jewellery design competition co-sponsored by World Gold Council.

The Group’s strategic initiatives in developing specific market segments are expected to cement its prime position in the domestic market, while strengthening its international presence.  The newly refurbished KLCC showroom, which was officially launched on July 29, 2002, conveys a more contemporary and chic image for the brand.  The refined image reflects the new direction of Habib and is poised to take the brand into the global arena.

20. Variance of Actual Profit from Forecast Profit

Not applicable. 

21. Dividends

No dividend has been declared for this quarter.

