Harbour-Link Group Berhad (Company No: 592902-D)
Part A – Explanatory Notes Pursuant to FRS 134
A1.
Basis of Preparation

This unaudited interim financial statements of Harbour-Link Group Berhad (“Harbour-Link”) and its subsidiaries (“the Group”) have been prepared in accordance with Financial Reporting Standard (“FRS”) 134 “Interim Financial Reporting” and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) and should be read in conjunction with the Group’s recent audited financial statements for the financial year ended 30 June 2007.  These explanatory notes provide an explanation of 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 2007.
The accounting policies, methods of computation and basis of consolidation adopted in the unaudited interim financial statements are consistent with those adopted in the audited financial statements of the Group for the financial year ended 30 June 2007 except for the adoption of the following new/revised FRSs by the Group effective for the financial period beginning 1 July 2007, as follows:
FRS 124
Related Party Transactions
The adoption of the above FRS 124 does not have any significant financial impact to the Group for the current quarter under review except for the identification of related parties and some other related party disclosures.
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 2007 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 30 September 2007.

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 30 September 2007.

A7.
Dividend Paid

No dividend was paid in the current quarter and financial period ended 30 September 2007.

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
57,357
11,685
11,542
-   
80,584
Inter-segment revenue
8,326
1,358
-   
(9,684)
-   


_______
_______
_______
_______
_______

Total revenue
65,683
13,043
11,542
(9,684)
80,584

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

Segment results
1,455
4,306
2,192
-   
7,953
Finance costs
(1,231)
(128)
(35)
-   
(1,394)

Share of results of

  Associated companies
(12)
-   
-   
-   
(12)
  Jointly-controlled entity
(61)
-   
-   
-   
(61)


_______
_______
_______
_______
_______

Profit/(Loss) before taxation
151
4,178
2,157
-   
6,486
Taxation
(589)
(1,194)
(302)
-   
(2,085)


_______
_______
_______
_______
_______


Profit after taxation before 


  minority interest
4,401

======

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 2007.

A10.
Significant Post Balance Sheet Event

There are no material events as at 22 November 2007, 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

During the current quarter ended 30 September 2007, Harbour-Link Lines Sdn. Bhd. (“HLL”), a subsidiary of Harbour-Link, had on 31 July 2007, subscribed for 1,227,000 new ordinary shares of HK$1.00 each, fully paid, out of a total of 7,300,000 new ordinary shares issued, in Harbour-Link Lines (HK) Limited (“HLLHK”) (the “Subscription”).  As a result of the Subscription, HLL’s shareholding in HLLHK increased from existing 255,000 ordinary shares to 1,482,000 ordinary shares of HK$1.00 each, representing a dilution in equity from existing 51% to 19.0% of the enlarged issued and paid-up share capital of HLLHK of HK$7,800,000.00.
The above have no material impact on the Group for the financial year ending 30 June 2008.

A12.
Contingent Liabilities

Changes in contingent liabilities since the last annual balance sheet date to 22 November 2007, being the date not earlier than 7 days from the date of this announcement, are as follows:


22 November 2007
30 June 2007

RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

  - Subsidiary companies
83,078
89,878

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

A13.
Capital Commitments


30 September 2007
30 June 2007

RM’000
RM’000

Capital expenditure


Authorised and contracted for
2,357
3,271
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B.
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

B1.
Review of the Performance of the Group


Current
Preceding year


financial
corresponding


period ended
period ended


30 Sept 2007
30 Sept 2006

RM’000
RM’000

Revenue
80,584
68,970
Profit before taxation
6,486
2,971
The Group posted revenue of RM80.584 million for the three (3) months ended 30 September 2007, which is RM11.614 million or 16.8% higher than the preceding year corresponding period’s revenue of RM68.970 million.  The increase is due mainly to revenue from hiring of cranes and equipments and progress billings from engineering contracts.
As a result, the Group has recorded higher profit before taxation of RM6.486 million for the current three (3) months ended 30 September 2007 as compared to a profit before taxation of RM2.971 million in the preceding year corresponding period.  Container liner services business continues to show improvements amidst the increase in bunkers and appreciation of Ringgit against USD in the current quarter.
B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


30 September 2007
30 June 2007

RM’000
RM’000

Revenue
80,584
80,421
Profit before taxation
6,486
7,179
The Group posted a slight increase in revenue of RM80.584 million for the current quarter ended 30 September 2007 as compared to RM80.421 million in the most recent preceding quarter ended 30 June 2007.  
The Group registered a profit before taxation of RM6.486 million for the current quarter ended 30 September 2007 as compared to a profit before taxation of RM7.179 million in the most recent preceding quarter.  The lower profit in the current quarter was due to lower margins from certain engineering contracts billings and the lower profit contribution from heavy equipment rental as compared to last preceding quarter.
B3.
Prospects


The market condition for the current financial year will continued to remain competitive with the anticipated increase in fuel and diesel prices and the persistently high shipping bunker costs.


Nevertheless, the Group will strive to improvement its operational efficiency and performance for the financial year ending 30 June 2008.  The Board is optimistic that the results for the financial year ending 30 June 2008 will be satisfactory in anticipation of the sustained growth in oil & gas related activities in the region.
B4.
Profit Forecast or Profit Guarantee

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

B5.
Taxation
Taxation of the Group comprises the following:


Current


quarter/period


ended 



30 September 2007


RM’000

Current tax expense

2,083
Deferred tax expense

2



2,085
The Group’s effective tax rates differ from the statutory tax rate due to the following:-



Current


quarter/period


ended


30 September 2007


RM’000
Profit before taxation

6,486
Tax at the statutory income tax rate of 27%

1,751
Tax effect on expenses that is not deductible

 in determining taxable profit:


Non-tax deductible expenses

17
Different tax rate in other country

(72)
Deferred tax assets not recognised

387
Tax expense

2,083
B6.
Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investment and/or properties during the current quarter and financial period ended 30 September 2007.

B7.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial period ended 30 September 2007.

B8.
Status of Corporate Proposal

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 4 July 2006, Public Merchant Bank Berhad, on behalf of the Board of Directors of Harbour-Link Group Berhad (the “Company”) made an announcement on the approval obtained from the SC vide its letter dated 29 June 2006 (“Approval Letter”), on the extension of time of fifteen (15) months from 30 September 2006 until 31 December 2007 to comply with the conditions as set out on the Landed Properties in relation to the Company’s Restructuring Scheme.  The temporary permit issued by the Bintulu Development Authorities (“BDA”) for the Site Office and Office Block will expire by 3 October 2006 and 30 June 2008, respectively.
Pursuant to the conditions stated in the SC’s Approval Letter, the Company vide its announcement on 18 August 2006, wishes to inform that it has entered into 5 (five) Sale and Purchase Agreements with Destiny Land Sdn. Bhd. (formerly known as Destiny Shipping Agency (Miri) Sdn. Bhd), for the purchase of 5 units of 3-storey commercial shoplots located at Sublots 8, 9, 10, 11 and 12 of Parent Lot 2646, Bintulu Town District, situated at Sungai Jabai, Bintulu, Sarawak (“New Head Office”) for a total cash consideration of RM3,700,000.00 as part of the Company’s effort to comply with the conditions imposed by the SC as set out on the Landed Properties in relation to the Company’s Restructuring Scheme.  As a result of the Purchase, the Company will not embark on the construction of a new building.  
On 3 October 2006, the Company announced that it had informed the SC vide its letter dated 15 September 2006, that the existing constructed structures without building approval on the Site Office have been permanently dismantled and hence, the conditions imposed by the SC on the Site Office have been met.

As at 22 November 2007, being the date not earlier than 7 days from the date of this announcement, the percentage of completion of the New Head Office based on the latest progress billings and physical completion is approximately 95%.  
B9.
Group Borrowings and Debt Securities


The Group’s borrowings as at 30 September 2007 are as follows:


Short Term
Long Term
Total


RM’000
RM’000
RM’000

Secured

Term Loans
9,798
49,084
58,882
Bank Overdraft
1,547
-    
1,547
Bankers’ Acceptance
1,156
-    
1,156
Lease Payables
2,533
3,748
6,281

15,034
52,832
67,866
B9.
Group Borrowings and Debt Securities (cont’d)


Short Term
Long Term
Total


RM’000
RM’000
RM’000

Unsecured

Bankers’ Acceptance
3,500
-    
3,500
Bank Overdraft
3,669
-    
3,669

22,203
52,832
75,035

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

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 November 2007, 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 November 2007 being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend

No dividend was declared for the current quarter and financial period ended 30 September 2007.

B13.
Earnings per Share


Basic earnings per share

The basic earnings per share for the current quarter and financial period ended 30 September 2007 is calculated by dividing the Group’s net profit attributable to ordinary equity holders of the parent for the current quarter and financial period of RM4,988,000, by the weighted average number of ordinary shares outstanding during the current quarter and financial period ended 30 September 2007 of 182,000,002.



Current



quarter/period ended


30 September 2007


RM
Profit attributable to ordinary equity holders of the parent

4,988,000
Weighted average number of ordinary share

Issued ordinary shares at beginning and end of the period

182,000,002


Basic earnings per share (sen)

2.74
B14.
Provision of Financial Assistance

The were no financial assistance provided by the Company and its subsidiaries to its non wholly-owned subsidiaries as at 30 September 2007 pursuant to paragraph 8.23(1) of the Listing Requirements.
This announcement is dated 28 November 2007.
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