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 Malaysia”) 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
IC Interpretation 1
Changes in Existing Decommissioning, Restoration and Similar


 Liabilities

The adoption of the above FRS 124 and IC Interpretation 1 will not have any significant financial impact to the Group for the current quarter under review except giving rise to additional 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 are not materially affected by any 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 year ended 30 June 2008.

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 year ended 30 June 2008.

A7.
Dividend Paid

A first and final tax-exempt dividend of 1.0 sen per ordinary share of RM1.00 each for the financial year ended 30 June 2007 amounting to RM1,820,000.00 was paid on 18 December 2007 (2006: Nil).  
No dividend was paid during the current quarter.

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
249,115
43,333
53,043
-   
345,491
Inter-segment revenue
38,152
5,922
-   
(44,074)
-   


_______
_______
_______
_______
_______

Total revenue
287,267
49,255
53,043
(44,074)
345,491

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

Segment results
17,729
13,192
9,613
-   
40,534
Finance costs
(6,273)
(348)
(156)
1,925
(4,852)

Share of results of

  Associated companies
(110)
-   
-   
-   
(110)
  Jointly-controlled entity
544
-   
-   
-   
544

_______
_______
_______
_______
_______

Profit before taxation
11,890
12,844
9,457
1,925
36,116
Taxation
(3,376)
(4,339)
(1,771)
-   
(9,486)


_______
_______
_______
_______
_______


Profit after taxation before 


  minority interest
26,630

======

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 August 2008, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the financial year under review.

A11.
Changes in Composition of the Group

On 3 Dec 2007, Harbour-Link Logistics Sdn. Bhd., a wholly-owned sub-subsidiary of Harbour-Link, acquired four hundred and ninety (490) ordinary shares of RM1.00 each and subscribed for two hundred forty four thousand five hundred and ten (244,510) new ordinary shares of RM1.00 each totalling two hundred and forty five thousand (245,000) ordinary shares, fully paid, representing 49% of the issued and paid-up share capital of Harbour-Link Logistics (S) Sdn. Bhd. (“HLLS”), a company incorporated in Malaysia for a total cash consideration of RM245,000.  As a result of the acquisition, HLLS becomes an associate company of Harbour-Link with an effective equity interest of 49.0%.
On 29 February 2008, Harbour-Link acquired three thousand (3,000) ordinary shares of RM1.00 each, fully-paid representing the remaining 30% equity interest in HLG Resources Sdn Bhd (“HLGR”) not owned by it for a total cash consideration of RM3,000.  As a result of the acquisition, HLGR becomes a wholly-owned subsidiary of Harbour-Link.
On 16 June 2008, Eastern Soldar Engineering & Construction Sdn Bhd, a wholly-owned subsidiary of Harbour-Link, disposed the entire forty nine (49) ordinary shares of RM1.00 each, fully-paid, representing 49% equity interest in Zecon-Esec Engineering Sdn Bhd to Zecon Berhad for a total cash consideration of RM49.00 only.

The above have no material impact on the Group for the financial year ended 30 June 2008.

A12.
Contingent Liabilities

Changes in contingent liabilities since the last annual balance sheet date to 22 August 2008, being the date not earlier than 7 days from the date of this announcement, are as follows:


22 August 2008
30 June 2007


RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

  - Subsidiary companies
97,871
89,878

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

A13.
Capital Commitments


30 June 2008
30 June 2007

RM’000
RM’000

Capital expenditure


Authorised and contracted for
6,630
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


financial
Preceding

year ended
year ended


30 June 2008
30 June 2007

RM’000
RM’000

Revenue
345,491
287,868
Profit before taxation
36,116
7,943
The Group posted revenue of RM345.491 million for the financial year ended 30 June 2008, which is RM57.623 million or 20.0% higher than the preceding financial year’s revenue of RM287.868 million.  The increase is due mainly to increased revenue from hiring of cranes and equipments and progress billings from engineering contracts.
The Group has recorded higher profit before taxation of RM36.116 million for the current financial year ended 30 June 2008 as compared to a profit before taxation of RM7.943 million in the preceding financial year.  Earnings from hiring of cranes and heavy equipment and also engineering contract works contributed to the higher profits coupled with the improvement in the financial performance of the container liner service in the current financial year.
B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


30 June 2008
31 Mar 2008

RM’000
RM’000

Revenue
98,468
81,916
Profit before taxation
12,841
6,244
The Group posted an increase of RM16.552 million or 20.2% in the fourth quarter revenue of RM98.468 million as compared to RM81.916 million in the most recent preceding quarter ended 31 March 2008.  This was due to higher billings recorded in the engineering division and also the shorter trading/operating period as a result of the festive holidays in the last preceding quarter.
As a result, the Group registered a profit before taxation of RM12.841 million for the current quarter ended 30 June 2008 as compared to a profit before taxation of RM6.244 million in the most recent preceding quarter.
B3.
Prospects


The Group benefited from the oil and gas and other energy related activities both locally and in the region.  The Board is optimistic that with the current on-going projects, the Group will continue to perform well for the financial year ending 30 June 2009.
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
Financial


quarter ended
year ended


30 June 2008
30 June 2008

RM’000
RM’000

Current tax expense
1,385
8,105
Deferred tax expense
1,150
1,381


2,535
9,486
The effective tax rate of the Group for the current financial year was higher than the statutory tax rate of 26 per cent principally due to certain expenses which were not deductible for tax purposes.
B6.
Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investment and/or properties during the current quarter and financial year ended 30 June 2008.

B7.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial year ended 30 June 2008.

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 Investment Bank Berhad (“PIVB”), 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, 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.
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.

Thereafter, on 8 January 2008 PIVB, on behalf of the Board of Directors of the Company made an announcement on the approval obtained from the SC vide its letter dated 4 January 2008, on the further extension of time of six (6) months from 31 December 2007 until 30 June 2008 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.

On 2 June 2008, PIVB, on behalf of the Board of Directors of the Company, announced that the SC had, vide its letter dated 29 May 2008, approved the Company’s application for an extension of time for a period of four (4) months up to 31 October 2008 for the Company to comply with the conditions imposed on the Office Block pursuant to the Restructuring Scheme.
As at 22 August 2008, being the date not earlier than 7 days from the date of this announcement, the New Head Office had been completed and the Occupation Permits were issued on 3 April 2008.  The relocation from the Office Block to the New Head Office was completed on 8 August 2008 and works are currently in progress to comply with the conditions as set out on the Landed Properties in relation to the Company’s Restructuring Scheme in respect of the Office Block.
B9.
Group Borrowings and Debt Securities


The Group’s borrowings as at 30 June 2008 are as follows:


Short Term
Long Term
Total


RM’000
RM’000
RM’000

Secured

Term Loans
8,282
46,180
54,462
Bank Overdraft
340
-    
340
Bankers’ Acceptance
729
-    
729
Lease Payables
2,595
4,802
7,397

11,946
50,982
62,928
Unsecured

Bankers’ Acceptance
2,600
-    
2,600
Bank Overdraft
205
-    
205

14,751
50,982
65,733

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

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 August 2008, 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 August 2008 being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend

The Board of Directors proposed to declare a first and final dividend net of tax at 25% of 1.5 sen per ordinary share of RM1.00 each for the financial year ended 30 June 2008 amounting to RM2,047,500.00 (2007: RM1,820,000).

The proposed dividend is subject to shareholder's approval at the forthcoming 6th Annual General Meeting to be held on a date to be announced later.  The date for the book closure of the Record of Depositors for determining dividend entitlement and the date of the payment will be announced at a later date.
B13.
Earnings per Share


Basic earnings per share

The basic earnings per share for the current quarter and financial year ended 30 June 2008 is calculated by dividing the Group’s net profit attributable to ordinary equity holders of the parent for the current quarter and financial year of RM9,868,000 and RM26,312,000 respectively, by the weighted average number of ordinary shares outstanding during the current quarter and financial year ended 30 June 2008 of 182,000,002.


Current
Financial

quarter ended
year ended


30 June 2008
30 June 2008
Net profit attributable to
 ordinary equity holders of the parent (RM)
9,868,000
26,312,000
Weighted average number of ordinary share

Issued ordinary shares at beginning and end


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


Basic earnings per share (sen)
5.42
14.46
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 June 2008 pursuant to paragraph 8.23(1) of the Listing Requirements.
This announcement is dated 28 August 2008.
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