Notes to the Interim Financial Report




Harbour-Link Group Berhad (Company No: 592902-D)
A.
Notes to the unaudited interim financial report for the financial period ended 31 December 2004.

A1.
Basis of Preparation

This interim financial report is unaudited and prepared in compliance with Malaysian Accounting Standards Board (“MASB”) Standard No. 26, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) and should be read in conjunction with Harbour-Link Group Berhad’s (“Harbour-Link” or the “Group”) most recent annual financial statements for the financial year ended 30 June 2004.

The interim financial report has been prepared using the accounting policies and methods of computation consistent with the audited annual financial statements of the Group for the financial year ended 30 June 2004.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 30 June 2004.

A2.
Report of the Auditors to the Members of Harbour-Link

The reports of the auditors to the members of Harbour-Link and its subsidiary companies on the financial statements for the financial year ended 30 June 2004 were not subject to any qualification and did not include any adverse comments made under subsection (3) of Section 174 of the Companies Act, 1965.

A3.
Seasonality or Cyclicality of Interim Operations

The Group’s results were not materially affected by any major seasonal or cyclical factors.

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

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial period ended 31 December 2004.

A5.
Material Effect of Changes in Estimates of Amounts Reported in Prior Interim Periods or Prior Financial Years

There were no changes in estimates of amounts reported in prior interim periods or prior financial years that have a material effect on results for the current quarter under review.

A6.
Debt and Equity Securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter and financial period ended 31 December 2004.

A7.
Dividend Paid

No dividend was paid in the current quarter and financial period ended 31 December 2004.

A8.
Segment Information

The Group’s financial information analysed by business segment is as follows:


Shipping,
Hiring of

Forwarding &
Plant &
Engineering



Transportation
Machinery
Contracts
Elimination
Group


RM’000
RM’000
RM’000
RM’000
RM’000

Business Segments

External revenue
84,652
8,912
12,772
-   
106,336

Inter-segment revenue
8,373
2,447
-   
(10,820)
-   


_______
_______
_______
_______
_______

Total revenue
93,025
11,359
12,772
(10,820)
106,336


======
======
======
======
======

Segment results
2,989
4,256
394
-   
7,639

Finance costs
(567)
(408)
(176)
-   
(1,151)

Share of results of

  associate company
-   
-   
-   
-   
-   


_______
_______
_______
_______
_______

Profit/(Loss) before taxation
2,422
3,848
218
-   
6,488

Taxation
(1,025)
(1,077)
(9)
-   
(2,111)


_______
_______
_______
_______
_______

Profit/(Loss) after taxation

  before minority interest
1,397
2,771
209
-   
4,377

Minority interest
-  


_______


Net profit for the 6-month period ended 31 December 2004
4,377


======

A9.
Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the most recent annual financial statements for the financial year ended 30 June 2004.

A10.
Significant Post Balance Sheet Event

There are no material events as at 22 February 2005, 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.

A11.
Changes in Composition of the Group

Save for the following, there were no changes in the composition of the Group during the quarter under review:

On 2 December 2004, Harbour Agencies (Sarawak) Sdn Bhd. (“HAS”), a wholly-owned subsidiary of Harbour-Link, acquired two (2) ordinary shares of RM1.00 each ("Shares"), fully paid, representing the entire issued and paid-up share capital of Harbour Agencies (Sabah) Sdn. Bhd. (“HA Sabah”), a company incorporated in Malaysia for a total cash consideration of RM2.00 (“the Acquisition”).  As a result of the Acquisition, HA Sabah becomes a wholly-owned subsidiary of HAS.

HA Sabah was incorporated on 30 June 1999 in Malaysia under the Companies Act, 1965 as a private limited company.  The authorised share capital of HA Sabah is RM100,000.00 divided into 100,000 Shares whilst its issued and paid-up share capital is RM2.00 divided into 2 Shares.  HA Sabah has not commenced operation since the date of incorporation.  The intended principal activity of HA Sabah is provision of shipping and forwarding services.

A12.
Contingent Liabilities

Changes in contingent liabilities since the last annual balance sheet date to 22 February 2005, being the date not earlier than 7 days from the date of this announcement, are as follows:


22 Feb 2005
30 June 2004


RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

  - Company
364
-    

  - Jointly controlled entity
2,000
2,000

  - Subsidiary companies
17,558
10,230


======
======

A13.
Capital Commitments


31 Dec 2004
30 June 2004


RM’000
RM’000

Capital expenditure


Authorised and contracted for
-   
-   


Authorised but not contracted for
-   
-   



-   
-   

B.
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

B1.
Review of the Performance of the Group



Preceding year


Current
corresponding


period ended
period ended


31 Dec 2004
31 Dec 2003 #


RM’000
RM’000

Revenue
106,336
2,451

Profit after taxation
4,377
132

The Group recorded a profit after tax of RM4.377 million on the back of a revenue of RM106.336 million for the current period ended 31 December 2004.  The hiring of plant and machinery division contributed RM2.771 million or 63.3 % of the net earning of the Group for the period under review.  

The shipping, forwarding and transportation division and the engineering division collectively contributed net earnings of RM1.606 million to the Group for the period ended 31 December 2004.

Note # - The comparative preceding year corresponding period is from 27 December 2003 to 31 December 2003 as the corporate restructuring exercise in conjunction with the listing of Harbour-Link Group Berhad on the Main Board of the Bursa Securities Malaysia Berhad was completed on 26 December 2003.

B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


31 Dec 2004
30 Sept 2004


RM’000
RM’000

Revenue
49,868
56,468

Profit after taxation
36
4,341

The Group recorded a lower revenue of RM49.868 million for the current quarter ended 31 December 2004 as compared to RM56.468 million achieved in the preceding quarter ended 30 September 2004.  This was due to the lower revenue derived from the hiring of plant and machinery during the festive season in Nov/Dec 2004.

The Group recorded a net profit after taxation of RM36,000 for the current quarter as compared to a net profit after taxation of RM4.341 million in the preceding quarter.  This was due mainly to the lower revenue derived from the hiring of plant and machinery and the additional costs incurred by the engineering division as a result of delay in a petrochemical project in Sarawak.

B3.
Prospects


Whilst the trend of the freight rates and prices of petrol and diesel will remain a major factor affecting the Group’s results, the Board is optimistic that the results for the current financial year will remain satisfactory given the measures taken to strengthen the Group’s businesses.

B4.
Profit Forecast or Profit Guarantee

Not applicable as there was no profit forecast or profit guarantee issued.

B5.
Taxation

Taxation comprises the following:

Current
Financial


quarter ended
period ended


31 Dec 2004
31 Dec 2004


RM’000
RM’000

Current tax expense
160
2,111

Deferred tax expense
-   
-   


160
2,111

The Group’s effective tax rate is higher than the statutory tax rate due to the following:-


Current
Financial


quarter ended
period ended


31 Dec 2004
31 Dec 2004


RM’000
RM’000

Profit before taxation
196
6,488

Tax at the statutory income tax rate of 28%
55
1,817

Tax effects of expenses that are not deductible

 in determining taxable profit:


Non-tax deductible expenses/


 (double tax deduction)
(84)
(28)


Business losses
189
322

Tax expense
160
2,111

B6.
Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investment during the current quarter and financial period ended 31 December 2004.

The loss on disposal of property, plant and equipment for the current quarter was RM56,000 and the gain on sale and disposal of property, plant and equipment for the current financial period ended 31 December 2004 was RM876,000.

B7.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial period ended 31 December 2004.

B8.
Status of Corporate Proposal

(a)
Proposed Special Issue of up to 10% of the Issued And Paid-up Capital of Harbour-Link to Bumiputera Investors to be Identified (“Proposed Special Issue”)

Pursuant to the announcements made on 4 October 2004 and 24 November 2004, AmMerchant Bank Berhad ("AmMerchant Bank"), on behalf of Harbour-Link Group Berhad (the “Company”), had on 3 December 2004 announced that the Company had decided to postpone the submission of the application to the Securities Commission for the Proposed Special Issue until market conditions as well as the performance of the Harbour-Link shares are favourable for the implementation of the Proposed Special Issue, which is in the best interest of the Company.

(b)
Properties Located at Lot Nos. 3064, 3065 and Sublot No.1, 3066 Block 26, Daerah Tanah Kemena, Sarawak (“Site Office”) and Plot No.2713-2-4 and 8 Other Units, Daerah Bandar Bintulu, Sarawak (“Office Block”)(collectively “Landed Properties”) – Extension of Time for Compliance of Conditions Imposed by the Securities Commission (“SC”)

On 21 December 2004, Harbour-Link Group Berhad (the “Company”) made an announcement on the approval obtained from the SC on the extension of time until 30 September 2006 to fulfil the conditions as set out on the Landed Properties in relation to the Company’s Restructuring Scheme.  The temporary permits issued by the Bintulu Development Authorities (“BDA”) for the Site Office and Office Block will expire by 3 April 2005 and 30 June 2008 respectively.

Pursuant to the conditions stated in the SC’s approval letter dated 16 December 2004, the Company wishes to announce that as at 22 February 2005, being the date not earlier than 7 days from the date of this announcement, the Company has not commenced the construction of the new building as the written approval from the BDA has not been obtained.

B9.
Group Borrowings and Debt Securities


The Group’s borrowings as at 31 December 2004 are as follows:


Short Term
Long Term
Total


RM‘000
RM‘000
RM‘000

Secured

Term Loans
1,655
7,751
9,406

Bank Overdraft
5,251
-    
5,251

Bankers’ Acceptance
2,409
-    
2,409

Lease Payables
3,231
9,375
12,606


12,546
17,126
29,672

Unsecured

Bankers’ Acceptance
1,544
-    
1,544


14,090
17,126
31,216


=====
=====
=====

The above borrowings are denominated in Ringgit Malaysia.

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 22 February 2005, being the date not earlier than 7 days from the date of this announcement.

B11.
Changes in Material Litigation

There are no changes in material litigation since the last annual balance sheet date till 22 February 2005 being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend

No interim dividend was declared for the current quarter and financial period ended 31 December 2004.

B13.
Earnings per Share


Basic earnings per share

The basic earnings per share for the current quarter and the basic earnings per share for the current period ended 31 December 2004 is calculated by dividing the Group’s net profit for the quarter of RM36,000 and net profit attributable to ordinary shareholders for the period of RM4,377,000 by the weighted average number of ordinary shares outstanding during the current quarter and period ended 31 December 2004 of 182,000,002.


Current
Financial


quarter ended
period ended


31 Dec 2004
31 Dec 2004

Weighted average number of ordinary share

Issued ordinary shares at beginning and end


  of the quarter/period
182,000,002
182,000,002


Basic earnings per share (sen)
0.02
2.40

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:-


31 Dec 2004
30 June 2004


RM’000
RM’000

Group
Corporate guarantees to financial institutions

  for credit facilities granted to:

  Jointly controlled entity
2,000
2,000

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

This announcement is dated 28 February 2005.
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