HABIB CORPORATION BERHAD (397979-A)

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT –  MASB 

A1.
Basis Of Preparation

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the year ended 31 December 2001.


In compliance with the new MASB 19 which comes into effect during the current financial period, the Group adopted the new accounting policy in respect of the recommended method of recognition of dividends proposed or declared after the balance sheet. In the previous Financial Statements, dividends proposed or declared after the balance sheet date was accrued as a liability in the balance sheet.

A2.    Audit Report Of Preceding Annual Financial Statements

The audit report of the Group’s annual Financial Statements for the year ended 31 December 2001 was not subject to any qualifications.

A3.    Seasonal Or Cyclical Factors

In line with past year’s performance, the business is expected to improve in the last quarter with the Hari Raya Puasa and Christmas festive seasons.  

A4.    Unusual Items

Other than as disclosed, there were no unusual items that affected the assets, liabilities, equity, net income and cash flows in the current quarter and in the financial year-to-date.
A5.    Changes in Estimates
The current quarter ended 30 September 2002 was not affected by any material changes in the estimates of amounts reported in prior financial quarters in 2002 and previous financial year.

A6.    Debt And Equity Securities

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

A7.    Dividend Paid

The tax-exempt final dividend of 2.5% on 74,000,000 paid-up ordinary shares of RM1 each amounting to RM1,850,000 in respect of the financial year ended 31 December 2001 was paid on 15 August 2002.

A8.    Segmental Reporting 

The Group is principally engaged in the manufacturing and retailing of jewellery and operates principally within Malaysia.  Thus, no segmental information is considered necessary for analysis by industry segments.

A9.    Valuation of Property, Plant and Equipment 

There were no changes to the valuation of property and equipment brought forward from the previous annual financial statements.

A10.  Material Subsequent Events

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

A11.  Changes In Composition Of The Group

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

A12.  Commitments And Contingencies

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
15,768,000
-
5,077,000
-
20,845,000

Total
15,768,000
5,077,000
 20,845,000

Included in the short term borrowings is an amount relating to bank overdrafts of RM5,433,000.

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.

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.

B.
KLSE LISTING REQUIREMENTS
B1.
Review Of Performance

For the 9 months to 30 September 2002, the Group achieved a total turnover of RM62.343 million indicating a 6.7% decline compared to the corresponding period of 2001.  Increasingly competitive environment in both the domestic and overseas markets caused the gross profit margin to be 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.  Profit before and after tax for the Group was RM1,158,000 and RM687,000 respectively.

B2
Comparison Of The Current Quarter Results Against Preceding Quarter

For the quarter under review, the Group reported revenues of RM20.989 million which was marginally lower than that of the previous quarter at RM21.469 million by 2.2%.

The group reported a Profit before tax of RM0.190 million compared to RM0.546 million in the previous quarter, and Profit after tax of RM0.039 million and RM0.382 million respectively.  This was attributable to the competitive market conditions.

B3.    Current Year Prospects

The Group continued to steer towards its vision as a global jewellery brand by continuously improving its image and product range, which are innovative and world class.  This is coupled with aggressive participations in both international trade shows and design competitions.

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, projects a more contemporary and chic image for the brand.

It is expected that the Group’s performance would improve in the last quarter with the festive selling season of both Hari Raya Puasa and Christmas.

B4.    Profit Forecast

Not applicable.

B5.   Taxation Charge

The provision for current taxation amounted to RM470,880. There was no deferred tax provided, and no under or over provision of taxation in respect of prior year. 

B6.   Unquoted Investments And Properties

There was no sale of unquoted investments and properties for the current quarter and the financial year-to-date ended 30 September 2002, other than in the ordinary course of business as previously announced.

B7.   Particulars Of Purchase Or Disposal Of Quoted Securities

There was no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

B8.    Corporate Proposals
There were no corporate proposals announced in the quarter and financial year-to-date.

B9.    Debts And Equity Securities

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

B10.  Off Balance Sheet Financial Instruments

There were no material financial instruments with off balance sheet risks as at the end of the quarter and financial year-to-date.

B11.  Material Litigation

Apart from the legal case announced previously, there was no other new material litigation initiated by, or against the Group.

B12.  Proposed Dividend

No dividend has been proposed or declared for the current quarter and the financial year-to-date ended 30 September 2002.

B13.  Earnings Per Share (EPS)
Basic EPS
The calculation of the basic earnings per share of the Company is based on the net profit attributable to ordinary shareholders of RM39,000 and the weighted average number of ordinary shares outstanding during the quarter of 74,000,000.

Diluted EPS

Not applicable for the Group.

PAGE  
3

