HABIB CORPORATION BERHAD (397979-A)

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT –  FRS 134

A1.
Basis Of Preparation
The interim financial report has been prepared in accordance with FRS 134 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of the Bursa Malaysia Securities Berhad. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the financial year ended 31 December 2004.

A2.Audit Report Of Preceding Annual Financial Statements

The audit report of the Group’s annual Financial Statements for the financial year ended 31 December 2004 was not subject to any qualifications.

A3. Seasonal Or Cyclical Factors

The revenue of the Group is usually enhanced during festive seasons. 
A4.Unusual Items

Other than that as disclosed, there were no unusual items that affected the assets, liabilities, equity, net income and cash flows in the current quarter and financial period-to-date.
A5.Changes in Estimates

There were no changes in estimates of amounts reported in prior years that had a material effect on the quarter under review and financial period-to-date.

A6.Debt And Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period-to-date.

A7. Dividend Paid 

No dividend is paid in the current quarter and financial period-to-date.

A8. Segment Reporting 

The Group is principally engaged in the manufacturing and retailing of jewellery and operates mainly within Malaysia.  Thus, no segment information is considered necessary for analysis by industry segments.

A9.Valuation of Property, Plant and Equipment 

There were no changes to the valuation of property and equipment brought forward from the previous annual financial statements.

A10.Material Subsequent Events

There were no material events subsequent to the end of the financial period that have not been reflected in this condensed financial statements for this quarter and financial period-to-date except as disclosed in Note B8 below.

A11.Changes In Composition Of The Group

There were no changes in the composition of the Group for the current quarter and financial period-to-date.

A12.Contingent Liabilities

As at the end of the quarter, corporate guarantees (unsecured) given by the Company to financial institutions for facilities granted to the subsidiary companies amounted to RM27,779,000.  There were no other material contingent liabilities.

B.
BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS
B1.
Review Of Performance

For the financial period ended 30 June 2005, the Group achieved a total turnover of RM66.705 million as compared to RM50.096 million in the corresponding period of the preceding year. This is mainly due to our continuing efforts to promote Habib’s brand, promotion as well as our business expansion with the launching of more new showrooms in the second half year of 2004.    

Profit before tax for the Group was RM5.821 million as compared to RM1.587 million in the corresponding period of the preceding year. Profit after tax was RM3.788 million as compared to RM0.205 million in the corresponding period of the preceding year. This was mainly due to higher gross profit margin achieved and increases in the revenue by 33.10% for the financial period ended 30 June 2005 as compared to the corresponding period of the preceding year.

B2
Comparison Of The Current Quarter Results Against Preceding Quarter

For the quarter under review, the Group reported revenue of RM33.782 million which was higher than that of the preceding quarter of RM32.923 million by 2.6%. This was mainly due to more marketing events in the current quarter, which resulted in higher revenue.

The Group reported a profit before tax of RM3.706 million as compared to a profit before tax of RM2.115 million in the preceding quarter. The current quarter’s profit after tax was RM2.488 million while the preceding quarter’s profit after tax was RM1.300 million. This was mainly due to the increase in the revenue by 2.6% during the current quarter as compared to the preceding quarter. 

Profit before tax and profit after tax for the preceding quarter has been reinstated from RM1.768 million to RM2.115 million and RM0.953 million to RM1.300 million respectively. This was due to the expenses relating to the corporate exercise in the first quarter has now been capitalized.
B3.Current Year Prospects

Barring any unforeseen circumstances, the Group expects another year of commendable performance due to the continuous improvement in its image, product range and strong marketing strategies in order to remain competitive and at the forefront of the industry. 

In addition to the above, the Corporate Proposals as disclosed in Note B8 below, which is subject to the relevant approvals by authorities, bodies and/or parties, if successfully completed within end of this year, is expected to have a material impact on the consolidated earnings of the Group for the year. The Proposals will result in the Group acquiring a significant presence in the marine coal transportation services in Indonesia and in offshore oil and gas industry in the South East Asia region.

B4. Profit Forecast

It is not applicable as no profit forecast was published.

B5. Taxation Charge

The taxation comprises the following:-

	
	Current quarter/

Period-to-date

RM’000

	Income taxation
	

	- Current year
	2,033

	- Under/(over) provision in prior year
	  -

	
	2,033

	Deferred taxation
	  -

	
	2,033


The effective tax rate for the financial period-to-date presented above is higher than the statutory tax rate principally due to the losses of certain subsidiary companies that cannot be set off against taxable profits made by other subsidiaries as group relief is not available and certain expenses are disallowed for tax purposes.

B6. Unquoted Investments And Properties

There was no sale of unquoted investments and properties for the current quarter and the financial period ended 30 June 2005, other than in the ordinary course of business and that as previously announced.

B7. Particulars Of Purchase Or Disposal Of Quoted Securities

There was no purchase or disposal of quoted securities for the current quarter and financial period-to-date.

B8. Corporate Proposals
Status of Corporate Proposals Announced

On 14 February 2005, the Company announced that it had, on the same date entered into the following agreements:-

(a)
a conditional sale and purchase agreement (“SPA”) with Chuan Hup Holdings Limited (“Chuan Hup”) for the proposed acquisitions of the following:-

(i) the entire marine logistics business of Chuan Hup;

(ii) 205,000,000 ordinary shares of SGD0.05 each representing 29.07% equity interest in CH Offshore Ltd; and

(iii) 298,905,500 ordinary shares of Rp100 each representing 49.07% equity interest in PT Rig Tenders Indonesia TBK (“PTRT”)

for a total purchase consideration of SGD570,621,190 (RM1,312,428,737) to be satisfied via a cash payment of SGD485,621,190 (RM1,116,928,737) and the issuance of 170,000,000 new ordinary shares of RM1.00 each in the Company (“HCB Shares”) at an issue price of RM1.15 each, subject to the terms and conditions of the SPA (“Proposed Acquisitions”); and

B8. Corporate Proposals (Cont’d)
Status of Corporate Proposals Announced (Cont’d)

(b)
a conditional subscription agreement (“Subscription Agreement”) with Scomi Group Bhd (“Scomi”) for the proposed issuance of 173,913,043 new HCB Shares to Scomi at an issue price of RM1.15 each, subject to the terms and conditions of the Subscription Agreement (“Proposed Restricted Issue”).

On the same date, the Company also announced its Board of Directors had also approved the following corporate proposals in conjunction with the Proposed Acquisitions:-

(c) proposed rights issue of 74,000,000 new HCB Shares (“Rights Shares”) at an issue price of RM1.15 per Rights Share on the basis of one (1) Rights Share for every one (1) HCB Share held on a date to be determined and announced at a later date (“Proposed Rights Issue”);

(d) proposed placement of up to 96,000,000 new HCB shares at an issue price of RM1.25 per HCB Share to institutional investors (to be identified) (“Proposed Placement”);

(e) proposed issuance of up to 160,000,000 redeemable convertible cumulative preference shares of RM0.01 each (“HCB RCCPS”) at an issue price of RM1.00 each to investors (to be identified) and on terms to be determined at a later date (“Proposed RCCPS Issue”);

(f) proposed tender offer for the remaining 310,224,500 ordinary shares of Rp100 each representing 50.93% equity interest in PTRT not owned by the Company after the Proposed Acquisitions (“Proposed Tender Offer”);

(g) proposed exemption pursuant to Practice Note 2.9.1 of the Malaysian Code on Take-Overs and Mergers (“Code”) to Chuan Hup and its concert parties (if any) or any party to the Fund Raising Proposal (as defined herein) from the obligation of undertaking a general offer for all the remaining HCB Shares and HCB RCCPS not already owned by them upon completion of the Fund Raising Proposal and Proposed Acquisitions and/or arising from the conversion of any HCB RCCPS; and

(h) proposed increased in the authorised share capital of HCB from RM100,000,000 comprising 100,000,000 HCB Shares to RM802,000,000 comprising 800,000,000 HCB Shares and 200,000,000 HCB RCCPS.

(the Proposed Restricted Issue, the Proposed Rights Issue, the Proposed Placement and the Proposed RCCPS Issue are collectively referred hereinafter as the “Fund Raising Proposals”.  All the above proposals are collectively referred to as the “Corporate Proposals”)

Further to the above, the Company announced on 6 April 2005 that it had, on the same date, entered into a First Supplemental Agreement with Chuan Hup to revise certain terms and conditions to the SPA dated 14 February 2005, and that the Placement Shares shall be placed out at a minimum issue price of RM1.25 each.

The Securities Commission had in its letter dated 23 June 2005 given its approvals (under Section 32(5) of the Securities Commission Act, 1993 and Foreign Investment Committee’s Guidelines on the Acquisition of Interests, Mergers and Takeovers by Local and Foreign Interests) for the Proposed Acquisitions, Proposed Tender Offer and Fund Raising Proposals.  The Bank Negara Malaysia had in its letter dated 4 July 2005 given its approval for the Proposed Acquisitions.

The shareholders of the Company had also given their approval for the Corporate Proposals in an Extraordinary General Meeting held on 22 July 2005.  The shareholders of Scomi had also given their approval for Scomi to undertake the Proposed Restricted Issue by HCB to Scomi.  

B8. Corporate Proposals (Cont’d)
Status of Corporate Proposals Announced (Cont’d)
Further to the above, HCB had on the 25 July 2005 entered into a Second Supplementary Agreement to the SPA with Chuan Hup to replace the completion date for the Proposed Acquisitions from 13 August 2005 to 13 October 2005 or such later date as HCB and Chuan Hup may agree in writing.  HCB also executed a letter of variation with Scomi to change the approval date of the Subscription Agreement which shall be the date falling eight (8)-month from the date of the Subscription Agreement, i.e. from 14 February 2005 to 14 October 2005. 

(Kindly refer to the announcements dated 14 February 2005, 6 April 2005, 25 July 2005 and 27 July 2005 respectively for further details of the agreements mentioned above.)
On 3 August 2005, the shareholders of Chuan Hup had given their approval in a general meeting for the Proposed Acquisitions by HCB.  On the same day, the Board also made an announcement in respect of the book closure date for the Proposed Rights Issue to be set on 22 August 2005 to determine the entitled shareholders for the Proposed Rights Issue.     

On 23.08.2005, the company has announced the following proposals:-

(a) proposed establishment of an ESOS for eligible employees and Directors of the Company and its subsidiaries ("Group") ("Eligible Persons") to subscribe up to fifteen percent (15%) of the issued and paid-up share capital of the Company; and

(b) proposed change of name of the Company from "Habib Corporation Berhad" to "Scomi Marine Bhd"

The Book Building Exercise for the proposed placement has been successfully completed and the placement price has been fixed at RM1.55 per placement share.

B9. Group Borrowings 

The Group’s borrowings as at the end of the reporting financial period were as follows:-

	  All denominated
	Short Term
	Long Term
	

	  in RM only
	Secured
	Unsecured
	Secured
	Unsecured
	TOTAL

	  Borrowings
	19,092,654
	   -
	1,813,920
	   -
	20,906,574

	  Total
	19,092,654
	1,813,920
	20,906,574


Included in the short term borrowings is an amount relating to bank overdrafts of RM6,235,042 and borrowings in foreign currency of approximately RM1,189,248 (USD312,960) .

The bank borrowings and term loans were secured by the following:- 

(a)
legal charges over the freehold land, leasehold land and building, completed shop lots and construction in progress of certain subsidiary companies;

(b)
first and second debentures over the assets of subsidiary companies; and

(c)
irrevocable corporate guarantee to subsidiary companies.

B10. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risks as at the end of the quarter and financial period-to-date.

B11. Material Litigation

Apart from the legal cases announced previously, there was no other new material litigation initiated by, or against, the Group.

B12. Proposed Dividend

For the financial year ended 31 December 2004, the Board of Directors has recommended a final dividend of 2.50% tax exempt amounting to RM1,850,000 which have been approved at Annual General Meeting held on 17 June 2005.

B13. Earnings Per Share (EPS)

Basic EPS
The calculation of the basic EPS of the Company for the financial period-to-date is based on the net profit attributable to ordinary shareholders of RM3.788 million and the number of ordinary shares outstanding during the year of 74,000,000.

Diluted EPS

Not applicable for the Group.
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