Harbour-Link Group Berhad (Company No: 592902-D)

Part A – NOTES TO THE QUARTERLY RESULTS
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 Chapter 9 Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

The unaudited interim financial statement should be read in conjunction with the Group’s recent audited financial statements for the financial year ended 30 June 2011.  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 2011.
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 2011 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 2011:

FRS 3
Business Combinations (Revised)
Amendments to FRS 3
Business Combinations
Amendments to FRS 7
Improving Disclosures about Financial Instruments
Amendments to FRS 101
Presentation of Financial Statements
Amendments to FRS 121
The Effects of Changes in Foreign Exchange Rates
Amendments to FRS 127
Consolidated and Separate Financial Statements
Amendments to FRS 128
Investments in Associates

Amendments to FRS 132
Financial Instruments : Presentation

Amendments to FRS 134
Interim Financial Reporting

Amendments to FRS 138
Intangible Assets

Amendments to FRS 139
Financial Instruments :  Recognition and Measurement

IC Interpretation 4
Determining Whether an Arrangement contains a Lease

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 2011 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 30 June 2012.
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 30 June 2012.

A8.
Dividend Paid

No dividend was paid in the current quarter. 

A9.
Segment Information
The Group’s financial information analysed by business segment is as follows:
	
	
	Shipping,
	 
	Logistics
	 
	 
	 
	 
	 
	 

	
	
	marine
	 
	Services
	 
	 
	 
	 
	 
	 

	Financial year to date
	
	service
	 
	& equipment
	 
	Engineering
	 
	 
	 
	 

	30th June 2012
	
	& others
	 
	rental
	 
	contract
	 
	Elimination
	 
	Total

	REVENUE
	
	 RM’000
	 
	  RM’000
	 
	  RM’000
	 
	  RM’000
	 
	  RM’000

	Revenue from external sales
	
	   229,556 
	 
	 164,493 
	 
	         78,912 
	 
	 
	 
	472,962 

	Inter-segment sales
	
	     8,347 
	 
	9,610 
	 
	 
	 
	      (17,957)
	 
	 

	
	
	   237,904 
	 
	      174,103 
	 
	         78,912 
	 
	      (17,957)
	 
	     472,962 

	RESULTS
	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profit before taxation
	
	  12,099 
	 
	23,770 
	 
	          2,304 
	 
	(2,743)
	 
	35,430 

	
	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profit before taxation
	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	includes:
	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	 
	 
	
	
	
	
	

	Amortisation prepaid land lease
	
	         285 
	 
	                20 
	 
	 
	 
	 
	 
	            305 

	Fair value adjustment to investment properties
	
	           39 
	 
	              145 
	 
	               18 
	 
	 
	 
	              202 

	Depreciation
	
	      6,131 
	 
	           8,585 
	 
	             721 
	 
	 
	 
	       15,437 

	Finance Cost
	
	      5,678 
	 
	           3,255 
	 
	               27 
	 
	        (1,858)
	 
	          7,102 

	Reversal of Impairment of trade receivables
	
	        (938)
	 
	(2,950)
	 
	(0)
	 
	 
	 
	        (3,888)

	Impairment of trade receivables
	
	      1,023 
	 
	           3,028 
	 
	0.00 
	 
	 
	 
	          4,051 

	Bad debt recovered
	
	          (93)
	 
	(60.00)
	 
	0.00 
	 
	 
	 
	(153)

	Bad debt written off
	
	         308 
	 
	601 
	 
	0.00 
	 
	 
	 
	909 

	Share of profits in jointly controlled entities and associates
	
	        (960)
	 
	(23)
	 
	 
	 
	 
	 
	(983)

	SEGMENT ASSETS
	
	   233,622 
	 
	       227,993 
	 
	         53,368 
	 
	(4) 
	 
	      514,979 

	Deferred tax assets
	
	         467 
	 
	              159 
	 
	 
	 
	 
	 
	             626 

	TOTAL ASSETS
	
	   234,089 
	 
	       228,152 
	 
	         53,368 
	 
	             (4)   
	 
	      515,605 

	Included in measure of segment assets are : 
	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment in associates
	
	      2,404 
	 
	              246 
	 
	 
	 
	 
	 
	          2,650 

	Investment in jointly controlled entities
	
	 
	 
	           2,582 
	 
	 
	 
	 
	 
	          2,582 

	Additional to property, plant and equipment
	
	      12,541 
	 
	         19,097 
	 
	             1,180 
	 
	(3) 
	 
	        32,815 

	SEGMENT LIABILITIES
	
	     69,896 
	 
	       149,705 
	 
	          7,908 
	 
	 
	 
	      227,509 

	Deferred tax liabilities
	
	      3,028 
	 
	           6,004 
	 
	             953 
	 
	 
	 
	        9,985 

	TOTAL LIABILITIES
	
	     72,924 
	 
	        155,709 
	 
	          8,861 
	 
	             -   
	 
	      237,494 


A9.
Segment Information (Cont’d)
The Group’s financial information analysed by business segment is as follows:
	
	Shipping,
	 
	Logistics
	 
	 
	 
	 
	 
	 

	
	marine
	 
	Services
	 
	 
	 
	 
	 
	 

	Financial year to date
	service
	 
	& equipment
	 
	Engineering
	 
	 
	 
	 

	30th June 2011
	& others
	 
	rental
	 
	contract
	 
	Elimination
	 
	Total

	REVENUE
	 RM’000
	 
	 RM’000
	 
	 RM’000
	 
	 RM’000
	 
	 RM’000

	Revenue from external sales
	             230,240 
	 
	               64,629 
	 
	               62,191 
	 
	 
	 
	             357,060 

	Inter-segment sales
	               13,050 
	 
	                 7,203 
	 
	 
	 
	              (20,252)
	 
	 

	
	             243,290
	 
	               71,832 
	 
	               62,191 
	 
	              (20,252)
	 
	             357,060 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	RESULTS
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profit before taxation
	15,640 
	 
	(823)
	 
	11,354 
	 
	                    (5,963) 
	 
	               20,207 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profit before taxation
	 
	 
	 
	 
	 
	 
	 
	 
	 

	includes:
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Amortisation prepaid land lease
	121
	 
	20.00
	 
	 
	 
	 
	 
	141

	Fair value adjustment to investment properties
	19
	 
	97
	 
	18
	 
	 
	 
	134

	Depreciation
	8,598
	 
	7,807
	 
	569
	 
	 
	 
	16,974

	Finance Cost
	3,368
	 
	3,109
	 
	183
	 
	 
	 
	6,263

	Reversal of Impairment of trade receivables
	(276)
	 
	(1,558)
	 
	                   (691)
	 
	 
	 
	(2,525)

	Impairment of trade receivables
	1,157
	 
	1,236
	 
	                      -   
	 
	 
	 
	2,393

	Bad debt recovered
	                      -   
	 
	                      -   
	 
	                      -   
	 
	 
	 
	                      -   

	Bad debt written off
	                      -   
	 
	                      -   
	 
	                      -   
	 
	 
	 
	                      -   

	Share of profits in jointly controlled entities and associates
	148
	 
	(216)
	 
	 
	 
	 
	 
	(68)

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	SEGMENT ASSETS
	             244,091 
	 
	             138,952 
	 
	               57,862 
	 
	                      (3,870)   
	 
	            437,035 

	Deferred tax assets
	                 1,373 
	 
	                      -   
	 
	                      -   
	 
	 
	 
	                 1,373 

	TOTAL ASSETS
	             245,464 
	 
	             138,952 
	 
	               57,862 
	 
	                     (3,870) 
	 
	             438,408 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Included in measure of segment assets are : 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment in associates
	                 1,566 
	 
	                    242 
	 
	 
	 
	 
	 
	                 1,808 

	Investment in jointly controlled entities
	                       1 
	 
	                 2,562 
	 
	 
	 
	 
	 
	                 2,563 

	Additional to property, plant and equipment
	                 9,338 
	 
	               18,959 
	 
	            4,442.00 
	 
	           41,504 
	 
	               74,243 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	SEGMENT LIABILITIES
	             106,649 
	 
	               69,072 
	 
	               14,273 
	 
	          (12,965)
	 
	             177,029 

	Deferred tax liabilities
	                 2,714 
	 
	                 4,893 
	 
	 
	 
	2
	 
	                 7,609 

	TOTAL LIABILITIES
	             109,363 
	 
	               73,965 
	 
	               14,273 
	 
	          (12,963)
	 
	             184,638 


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 2011.

A11.
Significant Post Balance Sheet Event

There are no material events as at 23 August 2012, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the current financial period 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 period ended 30 June 2012:
(i) HLG E
quipment Sdn. Bhd. (“HLGE”) (formerly known as Good Uptrend Sdn. Bhd.) a sub-subsidiary of Harbour-Link Group Bhd (“Harbour-Link”), had on 5 August 2011, increased its paid-up share capital from RM2.00 to RM50,000.00 via an issuance of 49,998 new ordinary shares of RM1.00 each (“New Shares”).  Of the New Shares, 29,999 new ordinary shares was subscribed by HLG Resources Sdn. Bhd. (“HLGR”), a subsidiary of Harbour-Link (the “Subscription”) and the balance 19,999 new ordinary shares was subscribed by Kok Giok Huat, a non related party.  Following the Subscription, the equity interest of HLGR in HLGE has increased from 50% to 60%, thus, becomes a subsidiary of HLGR.
(ii) Harbour Agencies (Sarawak) Sdn. Bhd. (“HAS”), as subsidiary of Harbour-Link Group Berhad (“HLGB”) had on 9th November 2011, acquired 435,000 ordinary shares of RM1.00 each (“Shares”), fully paid from the Vendors representing 100% of the issue and paid-up share capital of Navasco Shipping Sdn. Bhd. (“NSSB”) for a total cash consideration of RM1,653,000.00 (“the Acquisition”).  Following the acquisition, NSSB, thus becomes a subsidiary of HAS.

A13.
Contingent Liabilities

Changes in contingent liabilities since the last annual balance sheet date to 23 August 2012, being the date not earlier than 7 days from the date of this announcement, are as follows:


23 August 2012
30 June 2011

RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

- Subsidiary companies
216,516

218,467

=======
=======
A14.
Capital Commitments


30 June 2012
30 June 2011

RM’000
RM’000

Capital expenditure


Authorised and contracted for
8,256
968
A15.
Related Party Transactions
Related parties are those defined under FRS 124: Related Party Disclosures.  The Directors are of the opinion that the related party transactions and balances described below are carried out in the ordinary course of business and on commercial terms that are no more favourable than those available to other third parties.


Current
Balance due

Quarter
from/(to)

To date
As at

30 June 2012
30 June 2012

RM’000
RM’000
Transaction with companies in which 


Certain Directors of the Company have

substantial interests


Sales of goods and services
18
11
Purchase of goods and services
723                     (690)
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

year ended
year ended

30 June 2012
30 June 2011

RM’000
RM’000

Revenue
472,962
357,060
Profit before taxation
35,430
20,207
The Group posted revenue of RM472.962 million for the current financial year ended 30 June 2012, which is RM115.902 million or 32.46% higher than the corresponding year of the preceding year of RM357.060 million. 
The shipping, marine services & others division recorded revenue of RM229.556 million and profit before tax of RM12.099 million as compared to the previous corresponding year of RM230.240 million and RM15.640 million respectively.  The lower profit of this division was mainly attributable to disposal of a vessel during the year.
The logistics services and equipment rental division recorded revenue of RM164.493 million and profit before tax of RM23.770 million as compared to the previous corresponding year of RM64.629 million and loss before tax of RM0.823 million respectively.  The improved performance of this division was mainly attributable to higher utilization of equipments and completion of supply of the port’s equipments.
The engineering contract division recorded a revenue of RM78.912 million and profit before tax of RM2.304 million as compared to the previous corresponding year of RM62.191 million and RM11.354 million respectively.  The higher revenue was due to more projects undertaken during the period.  The lower profit was due to stiff competition in the market.
B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


30 June 2012     
31 March 2012

RM’000
RM’000

Revenue
128,953
133,476

Profit before taxation
9,568
5,500
The Group posted a decrease in revenue of RM4.523 million or 3.39% in the current quarter ended 30 June 2012 of RM128.953 million as compared to RM133.476 million in the most recent preceding quarter ended 31 March 2012. 

The Group has registered a higher profit before taxation of RM9.568 million for the current quarter ended 30 June 2012 as compared to a profit before taxation of RM5.500 million in the most recent preceding quarter due to positive contribution from engineering contract division.
B3.
Prospects for the Current Financial Year

In view of the local market sentiments of our industries has shown some improvement, the Group expects to achieve a satisfactory performance in all divisions for the current financial year.

B4.
Profit Forecast or Profit Guarantee

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

B5.
Profit before tax

	
	Current Year
	
	Current Year

	
	Quarter
	
	To-Date

	
	30/06/2012
	
	30/6/2012

	
	RM'000
	
	RM'000

	
	
	
	

	Income Before Taxation
	
	
	

	
	
	
	

	Interest income
	                (123)
	
	               (169)

	Allowance for impairment for receivables
	           1,720 
	
	            4,051

	Bad debts written off
	                27 
	
	               909 

	Bad debts recovery
	               (92)
	
	               (152)

	Depreciation of plant and equipment
	           3,663 
	
	            15,437 

	Fair value adjustment to investment properties
	29              
	
	               202 

	Finance cost
	           2,432 
	
	            7,102 

	Foreign exchange (gain) / losses
	(196)
	
	(58)

	Reversal of impairment for receivables
	          (631)
	
	           (3,888)

	Amortisation of prepaid land lease
	119
	
	               305 


B6.
Taxation

Taxation of the Group comprises the following:


Current


Period


ended


30 June 2012


RM’000

Current tax expense

6,817
Deferred tax expense

2,705



9,522
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.

B7.
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 June 2012.
B8.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial period ended 30 June 2012.
B9.
Status of Corporate Proposal

There were no pending corporate proposals up to 23 August 2012, being the date not earlier than 7 days from the date of this announcement.
B10.
Group Borrowings and Debt Securities


The Group’s borrowings as at 30 June 2012 are as follows:

	
	
	Short Term
	Long Term
	Total

	
	
	RM'000
	RM'000
	RM'000

	Secured
	
	
	
	

	Term loan
	
	         10,149 
	56,547 
	66,696 

	Bank Overdraft
	
	           9,037
	
	     9,037 

	Finance Lease Liabilities
	
	         11,185 
	      19,383 
	   30,568 

	
	
	30,371        
	75,930          
	 106,301 

	
	
	
	
	

	Unsecured
	
	
	
	

	Bankers’ Acceptance
	
	         10,220 
	               -   
	    10,220 

	
	
	         40,591 
	         75,930 
	 116,521 


The above borrowings are denominated in Ringgit Malaysia.

B11.
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 23 August 2012, being the date not earlier than 7 days from the date of this announcement.

B12.
Changes in Material Litigation

There are no changes in material litigation since the last annual balance sheet date till 23 August 2012 being the date not earlier than 7 days from the date of this announcement.
B13.
Dividend

The Board of Directors proposed to declare a first and final tax exempt (single – tier) dividend of 2 sen per ordinary share of RM1.00 each for the financial year ended 30 June 2012 amounting to RM3,640,000 (2011: RM3,640,000).

The proposed dividend is subject to shareholder's approval at the forthcoming 10th 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.

B14.
Earnings per Share


Basic earnings per share

The basic earnings per share for the current quarter and financial year ended 30 June 2012 is calculated by dividing the Group’s profit for the period, net of tax, attributable to owner of the parent for the current quarter and financial year of RM8,047,000 and RM27,151,000 respectively by the weighted average number of ordinary shares outstanding during the current quarter and financial year ended 30 June 2012 of 182,000,002.


Current
Financial

quarter ended
year ends

30 June 2012
30th June 2012
Profit net of tax attributable to
 Owner of the parent (in RM)
8,047,000
27,151,000

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)
4.42
14.92
B15.
Provision of Financial Assistance

The financial assistance provided by the Company and its subsidiaries to its non wholly-owned subsidiaries as at 30 June 2012 pursuant to paragraph 8.23(1) of the Listing Requirements.

30 June 2012
31 March 2012

RM’000
RM’000

Corporate guarantees to financial institutions

  for credit facilities granted to:

  - non wholly-owned subsidiary companies
23,912
23,912

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

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 period ending 30 June 2012.
B16.
Realised and Unrealised Profits/Losses Disclosure


As at
As at


30 June 2012
30 June 2011

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

-  Realised
91,507
65,933
-  Unrealised
(9,285)
(6,095)

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


82,222
59,838
Total share of retained profits from associated

company:

-  Realised
2,929
1,803
-  Unrealised
-
-


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

Total group retained profits as per consolidated

Accounts
85,151
61,641

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

This announcement is dated 30 August 2012.



1

