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 2010.  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 2010.
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 2010 other than for compliance with any new/revised FRS that come into effect during the financial period under review.
A2.
Changes in Accounting Policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 June 2010 except for the adoption of the following new standards, amendments to standards and IC interpretations issued by Malaysian Accounting Standards Board (“MASB”) that are mandatory for the Group for the financial year beginning 1st July 2010:

A) 
Adoption of New and Revised FRSs, IC Interpretations and Amendments to FRS

            FRSs, Amendments to FRS and IC Interpretations

FRS 7



Financial Instruments: Disclosures

FRS 8
Operating Segments

FRS 101



Presentation of Financial Statement s(revised)

FRS 123



Borrowing Costs

FRS 127
Consolidated & Separate Financial Statements (revised)
FRS 139
Financial Instruments: Recognition and Measurement
Amendments to FRS 7
Financial Instruments: Disclosures

Amendments to FRS 127
Consolidated and Separate Financial Statements: 

Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

Amendments to FRS 132

Financial Instruments: Presentation


Amendments to FRS138                     Intangible Assets
Amendments to FRS 139
Financial Instruments: Recognition and Measurement


Improvement to FRSs (2009)

IC Interpretation 9
Reassessment of Embedded Derivatives

IC Interpretation 10
Interim Financial Reporting and Impairment

The adoption of new FRSs, Amendments to FRSs and interpretations that are effective for the financial statements commencing on 1 July 2010 did not result in any significant changes in the accounting policies and presentation of financial result of the Group except as described hereunder:
i) FRS 8 Operating Segments

FRS 8 requires segment information to be presented on a similar basis to that used for internal reporting purposes. As a result, the Group segment reporting had been presented based on the internal reporting to the chief operating decision maker who makes decision on the allocation of resources and assesses the performance of reportable segments. This standard does not have any impact on the financial position or results of the Group.

(ii)
FRS 101 : Presentation of Financial Statement

This Standard introduces the title “statement of financial position” and statement of cash flows to replace the current titles “balance sheet” and cash flow statement respectively.  A new statement known as the “statement of comprehensive income” is also introduced in this Standard whereby all non owner changes in equity are required to be presented in either one statement of comprehensive income or in two statements (ie a separate income statement and a statement of comprehensive income).  Components of comprehensive income are not permitted to be presented in the statement of changes in equity.

(ii)
FRS 101 : Presentation of Financial Statement (Cont’d)
The gains and losses that were recognized directly in equity in the preceding year corresponding period are presented as components in other comprehensive income in the statement of comprehensive income.  The total comprehensive income for the preceding year corresponding period is presented separately and allocation is made to show the amounts attributable to equity holders of the Company and to non-controlling interest.
	For period ended 30th September 2009
	Income statement as previously stated (RM’000)
	Effect of adopting FRS 101 (RM’000)
	Statement of comprehensive income as restated (RM’000)

	Profit for the period
	7,611
	-
	7,611

	Other comprehensive income
	
	126
	126

	Total comprehensive income
	-
	-
	7,737

	
	
	
	

	Total comprehensive income attributable to : -
	
	
	

	Equity holders of the Company
	7,611
	126
	7,737

	Non-controlling interest
	(144)
	-
	(144)

	
	7,467
	 126
	7,593


The total comprehensive income for the period is presented as one-line item in the statement of changes in equity.

(iii)
FRS 139 : Financial Instruments – Recognition and Measurement

The Group adopted FRS139 on 1 July 2010 which has resulted in changes to accounting policies related to classification, recognition and measurement of its financial assets and liabilities as discussed belows:
(iii)
FRS 139 : Financial Instruments – Recognition and Measurement (Cont’d)
a) Initial recognition and measurement
A financial instrument is recognized in the financial statements when, and only when, the Group becomes a party to the contractual provisions of the instruments.  A financial instrument is recognized initially at its fair value.  In the case of financial instrument not categorized as fair value through profit or loss, the financial instrument is initially recognized at its fair value plus transaction costs that are directly attributable to acquisition or issue of the financial instrument.
b) Financial assets
Financial assets at fair value thought profit or loss:

Prior to the adoption of FRS 139, financial assets such as investments were accounted for at cost adjusted for amortization of premium and accretion of discount less impairment or at lower of cost and market values, determined on an aggregate basis.  With the adoption of FRS 139, the Group’s short term investment that are not quoted in an active market continued to be carried at amortised cost using the effective interest rate method less impairment losses.
Loan and receivables:

Prior to adoption of FRS 139, loans and receivables were stated at cost less allowance for doubtful debts.  Under FRS 139, an impairment loss is recognized for trade and other receivables and is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the asset’s original effective interest rate.  Gains and losses arising from the amortization process, impairment or derecognition of this financial assets are recognized in income statement.

(c)
Financial liabilities
The Group’s financial liabilities include borrowings and trade and other payables.  All financial liabilities are subsequently measured at amortised cost.
(iii)
FRS 139 : Financial Instruments – Recognition and Measurement (Cont’d)
In accordance with the transitional provision of FRS 139, the impact of FRS 139 is accounted prospectively with adjustments to be made to the opening balances in the statement of financial position.  Comparative figures need not be adjusted.  

The adoption of FRS 139 has the following effects on the opening balance in the consolidated statement of financial position as at 1st July 2010:-
	Group
	As previously stated
RM’000
	Effect of adopting FRS 139 

RM’000
	As restated
RM’000

	As at 1 July 2010
	
	
	

	Accumulated profit
	55,832
	(3,114)
	52,718

	
	
	
	

	Trade and other receivables
	77,110
	(3,114)
	73,996

	
	
	
	


In addition, these changes in the accounting policies have the effect of increasing the profit before tax for the quarter under review by RM0.193 million.
(iv) FRS 127 Consolidated and Separate Financial Statements

This Standard supersedes the existing FRS 127 and replaces the current term ‘minority interest’ with a new term ‘non-controlling interest’ which is defined as the equity in a subsidiary that is not attributable, directly or indirectly, to a parent.  Accordingly, total comprehensive income shall be attributable to the owners of the parent and to the non-controlling interest, even if this results in the non-controlling interest having deficit balance.
Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control are accounted for as equity transactions.  If the Group losses control of a subsidiary, any gins or losses are recognized in profit or loss and any investment retained in the former subsidiary shall be measured at its fair value at the date when the control is lost.

The Group reclassified its minority interest as non-controlling interest and remeasured the non-controlling interests prospectively in accordance with the transitional provisions of FRS 127.

B) Revised FRSs, IC Interpretations and Amendments to FRS issued and not yet effective

The Group has not early adopted the following revised FRSs, IC Interpretations and amendments to FRSs which have been issued as at the date of authorisation of these financial statements and will be effective for the financial periods as stated below:-











Effective











    date

Amendments to FRS 1        Limited exception for comparative FRS 7: Disclosures 
1 January 2011

                                            for first-time Adopters




Amendments to FRS 2        Group Cash-settled Share-based Payment Transactions 
1 January 2011                                               
Amendments to FRS 7        Improving Disclosures about Financial Instruments
 
1 January 2011

IC Interpretation 4              Determining whether an arrangement contains a lease

1 January 2011

IC Interpretation 18            Transfers of Assets from Customers


1 January 2011

IC Interpretation 15            Agreements for Construction of Real Estate


1 January 2012

A3.
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 2010 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.

A4.
Seasonality or Cyclicality of Interim Operations

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

A5.
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 2010.

A6.
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.
A7.
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 2010.

A8.
Dividend Paid

A first and final dividend of 2.0 sen net per ordinary share of RM1.00 each for the financial year ended 30 June 2010 amounting to RM3,640,000 (2009: RM3,640,000) was paid on 21 December 2010.
A9.
Segment Information

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



Logistics

Shipping
services &
Engineering



                                & Marine
Equipment
Works
Elimination
Group

                            Services
Rental

RM’000
RM’000
RM’000
RM’000
RM’000

Business Segments

External revenue
102,723
45,834
15,854

164,410
Inter-segment revenue
23,225
4,190
-   
(27,416)

_______
_______
_______
_______
_______

Total revenue
125,948
50,024
15,854
(27,416)
164,410

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

Segment results
9,134
6,459
7,265
(1,419)   
21,439
Interest income
177
-
235
(237)
175
Other income
2,643
1,071
138
(153)
3,699
Administrative Cost
(6,091)
(3,379)
(2,425)
1,553
(10,342)
Finance costs
(1,931)
(1,447)
(1)
237 
(3,142)

_______
_______
_______
_______
_______

Profit before taxation 
3,932
2,704
5,212
(19)   
11,829
(Refer to Note 1)


_______
_______
_______
_______
_______

Note 1 :  The profit before taxation is before the share of results of jointly controlled entity and associated companies.
A10.
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 2010.

A11.
Significant Post Balance Sheet Event

There are no material events as at 21 February 2011, 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.

A12.
Changes in Composition of the Group

Save for the below, there were no changes in composition of the Group during the current quarter and financial period ended 31 December 2010:
(i) Harbour-Link (M) Sdn. Bhd. ("HLM"), a wholly-owned subsidiary of Harbour-Link Group Berhad (“Harbour-Link”), had on 15th July 2010 incorporated a wholly-owned subsidiary company under the name of Harbour-Link (Labuan) Limited ("HLLL") with a paid-up share capital of USD50,000.00. HLLL is incorporated in Labuan and is currently dormant and it's intended principal activity is investment holding, agriculture and property development.
(ii) Harbour Ivory Sdn. Bhd. (“Harbour Ivory”), a wholly-owned subsidiary of Harbour-Link Group Bhd (“Harbour-Link”), had on 26th July 2010, increased its paid-up share capital from RM2.00 to RM2,500,000.00 via an issuance of RM2,499,998 new ordinary shares of RM1.00 each (“New Shares”).  Of the New Shares, 1,999,998 new ordinary shares was subscribed by Harbour-Link (the “Subscription”) and the balance 500,000 new ordinary shares was subscribed by Megan Millenium Sdn. Bhd. (Company No. 748175-V).  Following the Subscription, the equity interest of Harbour-Link in Harbour Ivory has reduced from 100% to 80%.
(iii)
Eastern Soldar Engineering & Construction Sdn. Bhd., a wholly-owned subsidiary of Harbour-Link Group Berhad (“Harbour-Link”) had on 30 September 2010 incorporated a wholly-owned subsidiary in Cambodia under the name of ESEC (Cambodia) Pte. Ltd. (“ECPL”) with a paid-up share capital of KHR20.0 Million (equivalent to USD5,000.00).  ECPL is currently dormant and it’s intended principal activity is engineering and construction.

(iv)
Harbour-Link Lines (PK) Sdn. Bhd. (“HLLPK”), a sub-subsidiary of Harbour-Link Group Berhad (“Harbour-Link”),had on 16th November, 2010 acquired One (1) ordinary share of RM1.00 each (“Shares”), fully paid, from Zatizam Binti Zahari, representing fifty percent (50.0%) of the issued and paid-up share capital of Good Uptrend Sdn. Bhd. (“GUSB”) for a total cash consideration of RM1.00 (“the Acquisition).  Following the Acquisition, GUSB becomes a Jointly-Controlled company of Harbour-Link with an effective equity interest of 50.0%. The balance 50.0% is owned by Trans-Coastal Lines Sdn Bhd (“TCLSB”).

A12.
Changes in Composition of the Group (Cont’d)

(v)
Harbour-Link Group Berhad “(Harbour-Link”), had on 27 October 2010, acquired one (1) share of RM1.00 each from Norsalfarina Binti Othman and subscribed for 149 new ordinary shares of RM1.00 each (“Shares”), fully paid, representing 15.0% of the issued and paid-up share capital of HKK Jaya Sdn. Bhd. (“HKK”), a company incorporated in Malaysia for a total cash consideration of RM150.00 (“the Acquisition”) and the balance 849 new ordinary shares was subscribed by ECL (Malaysia) Sdn. Bhd. (“ECL”) an associate company of Harbour-Link.  Following the Acquisition, HKK becomes a subsidiary of ECL and hence, an indirect associate of Harbour-Link.

(vi)
Harbour-Link Group Berhad (“Harbour-Link”), had on 13th December 2010 acquired 140,000 ordinary shares of RM1.00 each (“Shares”), fully paid, representing two percent (2.0%) of the issued and paid-up share capital of Arcadia Properties Sdn. Bhd. (“APSB”). a company incorporated in Malaysia for a total cash consideration of RM140,000.00 (“the Acquisition”).  Arising from the Acquisition, APSB becomes a subsidiary of Harbour-Link.  Harbour-Link's equity

Interest in APSB has increased from 49% to 51%.

A13.
Contingent Liabilities

Changes in contingent liabilities since the last annual balance sheet date to 21 February 2011, being the date not earlier than 7 days from the date of this announcement, are as follows:


21 Feb 2011
30 June 2010

RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

  - Subsidiary companies
204,460
195,261

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

A14.
Capital Commitments


21 Feb 2011
30 June 2010

RM’000
RM’000

Capital expenditure


Authorised and contracted for
3,421
6,773
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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

31 Dec 2010
31 Dec 2009

RM’000
RM’000

Revenue
164,410
163,772
Profit before taxation
12,295
15,226
The Group posted revenue of RM164.410 million for the financial period ended 31 December 2010, which is RM0.638 million or 0.39% higher than the preceding financial year corresponding period revenue of RM163.772 million.  The increase in revenue is mainly from shipping and marine services division.
However, the Group has recorded lower profit before taxation of RM12.295 million for the current financial period ended 31 December 2010 which is RM2.931 million or 19.25% lower than the preceding year corresponding period.  The lower profit was mainly due to new secured projects are still in early stages of construction and lower profit margin for the logistics and equipment rental division due to competitive environment.
B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


31 Dec 2010
30 Sept 2010

RM’000
RM’000

Revenue
82,865
81,545
Profit before taxation
4,327
7,968
The Group posted an increase in revenue of RM1.320 million or 1.62% in the current quarter ended 31 December 2010 of RM82.865 million as compared to RM81.545 million in the most recent preceding quarter ended 30 September 2010.  The strong performance from the shipping and marine services division has contributed to the higher revenue during the quarter.
However, the Group has registered a lower profit before taxation of RM4.327 million for the current quarter ended 31 December 2010 as compared to a profit before taxation of RM7.968 million in the most recent preceding quarter due to reason stated in paragraph B1.
B3.
Prospects


There are numerous new projects coming up in the oil and gas, power and energy and heavy industries sector within the regions and which the Group has secured contract to-date to the value of approximately of RM83 million for engineering works.
In view of the above, the Board is optimistic that Group will continue to perform satisfactorily for the financial year ending 30 June 2011.
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



31 Dec 2010


RM’000

Current tax expense

2,743
Deferred tax expense

1,783



4,526
The effective tax rate of the Group for the current financial year was higher than the statutory tax rate of 25 per cent principally due to certain expenses not allowable for tax purposes and the non-recognition of deferred tax assets on unused tax losses in certain subsidiaries.
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 31 December 2010.

B7.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial period ended 31 December 2010.

B8.
Status of Corporate Proposal

There were no pending corporate proposals up to 21 February 2011, being the date not earlier than 7 days from the date of this announcement.
B9.
Group Borrowings and Debt Securities


The Group’s borrowings as at 31 December 2010 are as follows:


Short Term
Long Term
Total


RM’000
RM’000
RM’000

Secured

Term Loans
11,951
73,219
85,170
Bank Overdraft
3,260
-    
3,260
Bankers’ Acceptance
-     
-    
-     
Finance Lease Liabilities
10,968
27,095
38,063

26,179
100,314
126,493
Unsecured

Bankers’ Acceptance
9,031
-    
9,031
Bank Overdraft
-   
-    
-   

35,210
100,314
135,524

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

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 21 February 2011, 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 21 February 2011 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 31 December 2011.

B13.
Earnings per Share


Basic earnings per share

The basic earnings per share for the current quarter and financial period ended 31 December 2010 is calculated by dividing the Group’s profit for the year, net of tax, attributable to owner of the parent for the current quarter and financial period of RM3,094,000, by the weighted average number of ordinary shares outstanding during the current quarter and financial period ended 31 December 2010 of 182,000,002.


Current
Financial

quarter ended
year ended


31 Dec 2010
30 June 2011
Profit net of tax attributable to
 Owner of the parent (in RM)
3,094,000
7,951,000

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)
1.70
4.37
B14.
Provision of Financial Assistance

The financial assistance provided by the Company and its subsidiaries to its non wholly-owned subsidiaries as at 31 December 2010 pursuant to paragraph 8.23(1) of the Listing Requirements.

31 Dec 2010
30 Sept 2010


RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

  - non wholly-owned subsidiary companies
4,410
4,410

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

The Provision of Financial Assistance will not have any material effect on the net assets, earnings per share, gearing, the share capital and substantial shareholders’ shareholding of Harbour-Link for the financial year ending 30 June 2011.
B15.
Realised and Unrealised Profits/Losses Disclosure


As at
As at


31 Dec 2010
30 Sept 2010


RM’000
RM’000
Total retained profits of the Company and its 
Subsidiaries:

-  Realised
45,832
46,698

-  Unrealised
8,858
8,182

-----------
----------


54,690
54,880

Total share of retained profits from associated

company:

-  Realised
2,367
2,229

-  Unrealised
-
-


-----------
----------

Total group retained profits as per consolidated

Accounts
57,057
57,109


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

This announcement is dated 28 February 2011.
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