HABIB CORPORATION BERHAD (397979-A)

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT –  MASB 26

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 2002 except for the adoption of the new MASB 25, Income Taxes which has been applied retrospectively.

Change in accounting policy


With effect from 1 January 2003, the Group changed its accounting policy with respect to the treatment of deferred taxation in order to comply with the requirement of MASB 25 – Income Taxes which were operative for financial periods beginning on or after 1 July 2002. The adoption of MASB 25 has been dealt with by way of a prior year adjustment, which has given rise to a reduction in shareholders’ funds at 31 December 2002 amounting to RM1,015,000. Consequently, the net tangible assets per share of the Group have reduced from RM1.21 to RM1.20. The effect of adopting MASB 25 is summarised in the Statement of Changes in Equity. Certain comparative figures have been restated to take into account the requirement of MASB 25.

A2.    Audit Report Of Preceding Annual Financial Statements

The audit report of the Group’s annual Financial Statements for the year ended 31 December 2002 was not subject to any qualifications.

A3.    Seasonal Or Cyclical Factors

Festive seasons and seasonal promotions do have a favorable effect on the operations of the Group.  

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 financial period to-date.
A5.    Changes in Estimates
There were no changes in estimates of amounts reported in prior years that have a material effect in the quarter under review.

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.    Segmental Reporting 

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

A8.    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.

A9.    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.

A10.  Changes In Composition Of The Group

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

A11.  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
12,261,000
-
4,861,000
-
17,122,000

Total
12,261,000
4,861,000
17,122,000

Included in the short term borrowings is an amount relating to bank overdrafts of RM3,313,424.

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 RM18,679,000.  There are no other material contingent liabilities.

B.
KLSE LISTING REQUIREMENTS
B1.
Review Of Performance

For the 3 months period ended 31 March 2003, the Group achieved a total turnover of RM27.686 million as compared to RM19.885 million in the corresponding period in preceding year. Profit before and after tax for the Group was RM590,000 and RM444,000 respectively.

B2
Comparison Of The Current Quarter Results Against Preceding Quarter

For the quarter under review, the Group reported revenues of RM27.686 million which was lower than that of the previous quarter of RM40.582 million by 31.8%. This was mainly due to the year-end festive seasons in the preceding quarter, which resulted in the higher sales.

The Group reported a Profit before tax of RM0.590 million as compared to a Loss before tax of RM1.688 million in the previous quarter.  The corresponding Profit after tax was RM0.444 million and Loss after tax was RM1.948 million respectively.  This was mainly due to the adoption of MASB 23 “Impairment of Assets” in which the Group recognised an impairment loss on a property in a subsidiary company amounting to RM1.6 million in the preceding quarter. 

B3.   Current Year Prospects

In the face of adverse world events, the Group continue to improve its image, product range and processes in order to remain competitive and at the forefront of the industry. Coupled with its strong marketing capabilities, these efforts will ensure the long term success of the Group and place it in better stead as confidence in the economy picks up again in the near future. 

B4.    Profit Forecast

Not applicable.

B5.   Taxation Charge

The taxation comprises of the following: -


Current year quarter / to-date

31/03/2003

RM’000

Income taxation
             

- Current
             248

- Prior year
                -

Deferred taxation
             

- Transfer from deferred tax liability
             (102)


             146

B6.   Unquoted Investments And Properties

There was no sale of unquoted investments and properties for the current quarter and the financial period ended 31 March 2003, other than in the ordinary course of business and that 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 period to-date.

B8.    Corporate Proposals
There were no corporate proposals announced in the quarter and financial period 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 financial instruments with off balance sheet risks as at the end of the quarter and financial period to-date.

B11.  Material Litigation

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

B12.  Proposed Dividend

For the financial year ended 31 December 2002, the Board of Directors has recommended a final dividend of 2.5% tax exempt amounting to RM1,850,000 which have been approved at the recently concluded Annual General Meeting.

B13.  Earnings Per Share (EPS)
Basic EPS
The calculation of the basic EPS of the Company for the year is based on the net profit attributable to ordinary shareholders of RM444,000 and the weighted average number of ordinary shares outstanding during the year of 74,000,000.

Diluted EPS

Not applicable for the Group.
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