HARBOUR – LINK GROUP BERHAD (Company No. 592902-D)

(Incorporated in Malaysia)

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE

FINANCIAL PERIOD ENDED 30 JUNE 2004

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT

A. MASB 26 – Paragraph 16

A1.
Basis of Preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Securities .

The interim financial statement should be read in conjunction with the audited financial statements for the year ended 30 June 2003.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to the understanding of the changes in the financial position and performance of the Group since the financial year ended 30 June 2003.

The acquisition of the subsidiary companies pursuant to the corporate restructuring exercise in conjunction with the listing of Harbour-Link Group Berhad (“HLGB”) on the Main Board of the Bursa Securities  was completed on 26th December 2003.  Therefore the interim financial reports reflect the post-acquisition results of the Company effective 27th December 2003.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in financial statement for the financial year ended 30 June 2003 except for the adoption of the MASB 28 to MASB 30 which became effective from 1 July 2003. The adoptions of these MASB standards have not given rise to any adjustments to the opening balance of the retained profits of the prior year and current period.

There is no preceding comparative quarter as the restructuring was completed during the financial year.

A2
Disclosure of Audit Report Qualification
The preceding financial statements for the financial year ended 30 June 2003 for the Company and the Group were reported without any qualification.
A3.
Seasonal or Cyclical Factors
There were no significant factors of seasonal or cyclical nature affecting the Group’s operation during the period under review.

A4.
Unusual Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual items affecting the Group for the current quarter and financial period ended 30 June 2004, except for the one off corporate cost of transfer of listing status recognized in the income statement. 

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT (CONTD.)

A5.
Changes in Estimates

There were no material changes in estimates that have had a material effect in the current quarter other than a change on the depreciation rate of certain plant and machinery.

The estimated useful life of certain plant and machinery has been reviewed during the quarter.  As a result, the depreciation charge for these plant and machinery has been revised from 12.5% per annum to 8% per annum. The effect of the change in the depreciation rate is that the depreciation charge is lowered by approximately RM2,256,000 for the current financial year.

A6.
Issuance or Repayment of Debt and Equity Securities
There were no issuance and repayment of debt and equity securities, share buy backs, share cancellations, share held as treasury shares and resale of treasury shares for the current period under review except for the issuance of shares in connection with the restructuring scheme in conjunction with the listing and quotation of the entire issued and paid up of HLGB which are detail as follows:-

(i)
On 31 December 2003, a total of 27,000,000 new ordinary shares of RM1.00 each in HLGB were issued to existing shareholders and creditors of Tongkah Holdings Berhad (“THB”) as the consideration for transfer of listing status of THB on the Main Board of Bursa Securities to HLGB.

(ii)
On 26 December 2003, a total 155,000,000 new ordinary shares of RM1.00 each in HLGB were issued to vendors of Harbour-Link (M) Sdn Bhd (“HLM”), vendors of Harbour Agencies (Sarawak) Sdn Bhd (“HAS”) and Eastern Soldar Engineering & Construction Sdn Bhd (“ESEC”) as the purchase consideration for the acquisition of the entire issued and paid –up share capital of HLM comprising 10,055,120 ordinary shares of RM1.00 each, HAS comprising 750,000 ordinary shares of RM1.00 each and ESEC  comprising 4,000,000 ordinary shares of RM1.00 each.

A7.
Dividend Paid

No dividend was paid in the current quarter and financial period ended 30 June 2004.

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT (CONTD.)

A8.
Segmental Reporting


a)
Analysis by industry segments:







       

        For The Period 

	
	Ended 30 June 2004

	
	Revenue
	PAT

	
	
	

	
	RM'000
	RM'000

	
	
	

	Hiring of plant and machinery
	12,544
	2,843

	Engineering
	14,693
	2,524

	Forwarding, shipping & transportation
	84,354
	3,616

	
	
	

	
	111,591
	8,983


b)
Analysis by geographical locations:








          For The Period

	
	Ended 30 June 2004

	
	Revenue
	PAT

	
	
	

	
	RM'000
	RM'000

	
	
	

	Malaysia
	110,751
	8,165

	
	 
	 

	Outside Malaysia
	840
	818

	
	 
	 

	
	111,591
	8,983


A9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the financial year ended 30 June 2003.

A10.
Subsequent Material Events

There were no material events as at 21 August 2004, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the financial period under review.

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT (CONTD.)

A11.
Changes in the Composition of the Group

Save as disclosed as follows, there were no changes in the composition of the Group during the period under review :-

a) Restructuring Scheme

In conjunction with the admission to the official list and listing and quotation for the entire issued and paid up share capital of Harbour-Link Group Berhad on the Main Board of Bursa Securities, the Company undertook  a restructuring scheme which included the acquisition of the following companies:-

	Name
	
	Principal Activities
	Effective Interest

	TONGKAH HOLDINGS BERHAD GROUP (“THB”)

Harbour-Link (M) Sdn Bhd & its groups of subsidiaries

(“HLM”)
	
	THB is a affected listed issuer pursuant to PN4 of Bursa Securities’s Listing Requirements.

HLM is an investment holding company whilst its subsidiaries are principally involved in the freight forwarding business, in particular, air freight activities, transportation, project cargoes freight management and logistics studies, container haulage and supply and rental of materials handling equipment
	
	100%

100%

	
	
	

	Harbour Agencies (Sarawak) Sdn Bhd (“HAS”)
	
	HAS is principally involved in the provision of shipping agency services, freight management, shipping brokerage and chartering, port stevedorage and transportation activities.
	
	100%

	
	
	

	Eastern Soldar Engineering & Construction Sdn Bhd & its group of subsidiaries (“ESEC’)
	
	ESEC is principally involved in the provision of multi-discipline engineering, construction and procurement services to the oil and gas, chemical, environment, general plant and power plant industries and investment holding.
	
	100%


Subsequently, on 29th March 2004, the Company has disposed off its entire shareholding in Tongkah Holdings Berhad (“THB”).  

b) Acquisition since completion of restructuring scheme. 

(i)
Acquisition of 60% of ordinary shares in Progresif Lengkap Sdn. Bhd. by a wholly-owned subsidiary, Harbour-Link (M) Sdn. Bhd.

On 1st March 2004, Harbour-Link (M) Sdn Bhd, a wholly owned subsidiary of the Company, acquired 600,000 ordinary shares of RM1.00 each in Progresif Lengkap Sdn Bhd (“PLSB”) representing 60% of the issued shares and paid-up share capital of PLSB.

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT (CONTD.)

A11.
Changes in the Composition of the Group(contd.)

b)
Acquisition since completion of restructuring scheme.(contd.) 

PLSB is a company which provides Vehicle Operator training services and Road Transport Consultancy Services. 

(ii)
Incorporation of an Associate Company

A wholly-owned subsidiary of the Company, Eastern Soldar Engineering & Construction Sdn. Bhd. (“ESEC”) had on 15 July 2004, incorporated an associate company under the Companies Act, 1965, known as Zecon-Esec Engineering Sdn. Bhd. (“ZEE”).  The authorized share capital of ZEE is RM100,000.00 divided into 100,000 ordinary shares of RM1.00 each.  The paid-up share capital is RM100.00 made-up of 100 ordinary shares of RM1.00 each where 51 ordinary shares is held by Zecon Engineering Berhad and the remaining 49 ordinary shares is held by ESEC.

The principal activities of ZEE is to act as contractors of technical and professional services to the oil drilling and production industries and to enter into business contracts and to undertake sales and after-sales services of products connected with oil and petroleum industries of every description.

A12.
Contingent Liabilities

As at the date of the announcement, the Group is contingently liable for the followings :

Secured

Corporate guarantee to bank for credit

facilities granted to a subsidiary company


RM30,270,000

Corporate guarantee to banks for credit

facilities granted to a jointly controlled entity

RM  2,000,000

Bank Guarantee issued in favour of various parties

RM        7,500








____________

Total






RM32,277,500








===========

A13.
Capital Commitments

There were no capital commitments as at 30 June 2004. 

EXPLANATORY NOTES REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENT (CONTD.)

B.
BURSA SECURITIES Listing Requirement ( Part A of Appendix 9B)

B1.
Review of Performance of the Group



Preceding year


Current
corresponding


period ended
period ended


30 June 2004
30 June 2003


RM’000
RM’000

Proforma revenue
195,057
-

Proforma profit after taxation
13,667
-

For the period ended 30 June 2004, the Group achieved a proforma revenue of RM195.057 million and proforma profit after taxation of RM13.667 million before writing off the RM28 million acquisition cost of listing status. Comparative figures for the corresponding period in the preceding year are not available as the restructuring was completed during the financial year.

B2

Variation of results against preceding quarter

Current
Preceding


quarter ended
quarter ended


30 June 2004
31 Mar 2004


RM’000
RM’000

Revenue
57,448
51,692

Profit after taxation
4,704
4,148

The Group’s turnover for the current quarter increased by RM5.756 million due to recognition of contract income from crane rental attributable to MLNG and ABF projects. 

B3.
Prospects

In light of the continuous high fuel prices, the profit margin of the Group’s logistics and transportation businesses are expected to come under pressure. However the Group will strive to strengthen its position in the local market and improve its earnings through stringent cost control measures for the financial year ending 30 June 2005.
EXPLANATORY NOTES REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENT (CONTD.)

B. BURSA SECURITIES Listing Requirement ( Part A of Appendix 9B)

B4.
Profit Forecast and Profit Guarantee

Subject to the audit confirmation by the external auditors on the results of the Group for the financial year ended 30 June 2004, the Group’s profit after tax had met the profit guarantee as set out in the Circular to Shareholders of Tongkah Holdings Berhad dated 22 August 2003.

B5.
Taxation

The tax figures comprised :-



                         



	
	Individual 

quarter
	Cumulative 

quarter

	
	Period Ended
	Year to Date

	
	30.6.2004
	30.6.2004

	
	RM'000
	RM'000

	Income Tax
	
	

	· Current Year
	2,305
	3,479

	· Under/(Over) provision in prior years
	-
	-

	· Deferred tax
	284
	284

	
	2,589
	3,763


The effective tax rates for the periods presented above are higher than the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries, and certain expenses that are not deductible for tax purposes.

B6.
Profit / (Loss) on Sale of Investments and/or Properties
There were no disposal of unquoted investments and properties during the current quarter and financial period under review.  

EXPLANATORY NOTES REQUIRED BY BURSA SECURITIES LISTING REQUIREMENT (CONTD.)

B. BURSA SECURITIES Listing Requirement ( Part A of Appendix 9B)

B7.
Purchase or Disposal of Quoted securities
There were no purchases or sales of quoted securities during the current quarter and financial period under review.

B8.
Status of Corporate Proposals
Saved for listing exercise mentioned in Explanatory Note item No A11 and Securities Commission’s conditions stated below, there were no other corporate proposals.

B9.
Group Borrowings
The Group does not have or issue any debt securities during the current quarter and financial period under review. The borrowings of the Group as at 30 June 2004 are classified as follows: -

	
	Secured

RM’000
	
	Unsecured

RM’000

	Short term borrowings
	15,296
	
	-

	Long term borrowings
	11,147
	
	-



	
	  26,443
	
	-


B10.
Off Balance Sheet Financial Instruments
During the financial period to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.  There are no financial instruments with off balance sheet risks as at 21 August 2004, being the date not earlier than 7 days from the date of this announcement.

EXPLANATORY NOTES  REQUIRED BY BURSA SECURITIES  LISTING REQUIREMENT (CONTD.)

B 
BURSA SECURITIES Listing Requirement ( Part A of Appendix 9B)

B11.
Material Litigation
The material litigation of the Group for the current period under review till 21 August 2004 being the date not earlier than 7 days from the date of this announcement, are as follows:

(i) King Anak Tibu (Administor of the State of the Late Philip Anak King) (“KAT”) vs Chong Shim Sim (“CSS”) – 1st Defendant and Harbour-Link Logistics Sdn Bhd (“HLL”) – 2nd Defendant.

KAT has instituted an accident claim against HLL (2nd Defendant) on 17th October 2003 claiming for special damages in the sum of RM9,636.00 and other general damages, interests and costs.  The matter has been fixed for trial on 12th October 2004 at the Bintulu Magistrate Court.

(ii) Harbour Agencies (Sarawak) Sdn Bhd (“HAS”) vs Lu Sieu Lung (trading under the name and style of Team Timber Company) (“Team Timber”).  

HAS have on 15th April 2004 filed a Summons and Statement of Claim against Team Timber for the sum of RM33,571.02 together with interests and costs.  The said Summons was filed on 30 June 2004 at Session Court, Bintulu.  The mention date is fixed on 29th September 2004. We are trying to negotiate settlement with the Defendant. 

(iii) Harbour Services Corporation Sdn Bhd (“HSC”) vs Shin Eversendai Engineering (M) Sdn Bhd (“Shin Eversendai”).

HSC have on 8th October 2003 filed a Summons and Statement of Claim against Shin Eversendai for the sum of RM135,755.22 together with interests and costs. The said Summons was fixed for mention on 13th May 2004 and consent judgement was recorded for the agreed sum of RM114,633.84 to be paid in twelve equal monthly instalments. So far we have managed to collect two cheques amounting to RM19,105.64 from the Defendant.    

(iv)
Jentera Ceria Sdn Bhd (formerly known as Kalieng Company Sdn Bhd) (“Jentera) vs A & H Project Services Sdn Bhd (“A&H”) – 1st Defendant, Air-Marine Cargo Agency Sdn Bhd – 2nd Defendant, Harbour-Link (M) Sdn Bhd (“HLM”) – 3rd Defendant.

Jentera sometime around the 15th April 2004 served a Writ of Summons and Statement of Claim against all three Defendants for the total sum of RM325,635.02.  Our lawyers had on 10th May 2004, filed a Statement of Defence. Also an application to strike-out the Writ of Summons which was fixed for hearing on the 28th July 2004 was rescheduled by the Court for hearing on the 29th July 2004 and ruling/decision is on 1st September 2004.

EXPLANATORY NOTES REQUIRED BY BURSA  SECURITIES LISTING REQUIREMENT (CONTD.)

B 
BURSA SECURITIES Listing Requirement ( Part A of Appendix 9B)

B11.
Material Litigation
(v) Harbour Services Corporation Sdn Bhd (“HSC”) vs Petara Sdn Bhd (“Petara”).

HSC have on the 26th September 2003 filed a Summons and Statement of Claim against Petara Sdn Bhd for the sum of RM55,460.00 together with interests and costs.  The said Summons was fixed for mention on 28th April 2004. We are awaiting for confirmation from our Solicitors on the status of the winding up proceedings against the Defendant.   
(vi) Harbour Agencies (Sarawak) Sdn Bhd (“HAS”) vs Lau Sie Wu (“LSW”).

HAS filed a Summons and Statement of Claim against LSW on 6th October 2003.  A judgement in default was recorded on 17th February 2004 for the sum of RM15,456.57 together with interests and costs. The Judgement was earlier served on the Defendant by our Solicitors.      
(vii) Harbour Agencies (Sarawak) Sdn Bhd (“HAS”) vs Win Miracle Timber Industries Sdn Bhd.

HAS filed Writ of Summons and Statement of Claim into Court dated 21st November 2001.  A Judgement was recorded on the 17th June 2002 for the sum of RM420,205.63 together with interests and costs.  A Proof of Debt Form was filed on 22nd April 2004.

EXPLANATORY NOTES REQUIRED BY BURSA SECURITIES LISTING REQUIREMENT (CONTD.)

B 
BURSA SECURITIES Listing Requirement ( Part A of Appendix 9B)

B12.
Dividend
The Board of Directors did not recommend any interim dividend during the period under review.

B13.
Earnings Per Share 

Basic and diluted earnings per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the year. 

	
	
	Current Quarter  
	Financial

	
	
	Ended
	Period to date

	
	
	30.06.2004
	30.06.2004

	
	
	
	

	Net Profit for the period (RM'000)
	
	4,704
	8,983

	Weighted average number of ordinary shares in issue ('000)
	
	     182,000  
	     182,000

	
	
	
	

	Basic earnings per share (sen)
	
	2.59
	4.94

	
	
	
	

	Diluted earnings per share (sen)
	
	2.59
	4.94


B14.
Provision of Financial Assistance

The amount of financial assistance provided by the Company and its subsidiaries to its non wholly-owned subsidiaries pursuant to paragraph 8.23(1) of the Listing Requirements is as follows:-



30 June 2004



RM’000

Subsidiaries
  -
Corporate guarantees to banks for credit


 facilities granted to a jointly controlled entity

2,000

The above financial assistance does not have a material financial impact on the Group.

This announcement is dated 27 August 2004.
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