SCOMI MARINE BHD (397979-A)

(formerly known as HABIB CORPORATION BERHAD)
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


Save as disclosed below, there were no issuances, cancellations, share buy-backs, resale of shares bought back and repayment of debt and debt equity securities.


During the nine (9) month ended 30 September 2005, the issued and paid-up share capital of the Company was increased from 74,000,000 ordinary shares of RM1.00 each to 587,913,043 ordinary shares of RM1.00 each by the issuance of:

(i)
170,000,000 new ordinary shares of RM1.00 each to Chuan Hup Holdings Limited (“Chuan Hup”) at an issue price of RM1.15 each pursuant to the Acquisitions.

(ii) 173,913,043 new ordinary shares of RM1.00 each to Scomi Group Bhd at an issue price of RM1.15 each pursuant to Restricted Issue;  

(iii) 96,000,000 new ordinary shares of RM1.00 each at an issue price of RM1.55 each pursuant to the Placement; and

(iv) 74,000,000 new ordinary shares of RM1.00 each at an issue price of RM1.15 each pursuant to the Rights Issue.

In addition to the above, on 30 September 2005, the Company issued and allotted 160,000,000 redeemable convertible cumulative preference shares of RM0.01 each (“SMB RCCPS”) to Scomi Group Bhd at an issue price of RM1.00.

The Acquisitions, Restricted Issue, Placement, Rights Issue and issuance of SMB RCCPS was undertaken in conjunction with the Company’s Corporate Proposals as disclosed in Note B8 below.

A7

Dividend Paid 


A final dividend of 2.5% tax exempt totaling RM1,850,000 in respect of the  financial year ended 31 December 2004 was paid on 16 September 2005.

A8
 
Segment Reporting 

Segment information is presented in respect of the Group’s business segment.

	
	Manufacturing and Jewellery 
	Marine Logistic 
	Intersegment elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE AND RESULTS
	
	
	
	

	
	
	
	
	

	REVENUE
	
	
	
	

	-External sales
	98,207
	-
	-
	98,207

	
	
	
	
	

	RESULT
	
	
	
	

	
	
	
	
	

	Profit from operations
	7,097
	-
	-
	7,097

	Interest expense
	(822)
	-
	-
	(822)

	Interest income
	338
	-
	-
	338

	Profit before taxation
	6,613
	-
	-
	6,613

	Taxation
	
	
	
	(2,471)

	Net profit for the period
	
	
	
	4,142


	ASSETS AND LIABILITIES
	
	
	
	

	
	
	
	
	

	ASSETS
	
	
	
	

	Segment assets
	173,947
	1,116,749
	-
	1,290,696

	Investment in associated companies
	
	315,839
	-
	315,839

	Consolidated total assets
	
	
	
	1,606,535

	
	
	
	
	

	LIABILITIES
	
	
	
	

	
	
	
	
	

	Segment liabilities
	80,362
	643,188
	-
	723,550

	
	
	
	
	

	
	
	
	
	

	OTHER INFORMATION
	
	
	
	

	
	
	
	
	

	Capital expenditure
	1,140
	-
	-
	1,140

	Depreciation
	1,439
	-
	-
	1,439

	Non cash expenses other than depreciation, amortization and impairment losses
	-
	-
	-
	-


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



On 30th September 2005, the Company completed the following acquisitions:-

(a)
entire shareholding of Grundtvig Marine Pte. Ltd. (together with its 95% owned subsidiary, PT Batuah Abadi Lines), CH Ship Management Pte. Ltd., Goldship Private Limited and CH Logistics Pte. Ltd. (together with its 51% owned subsidiary, Sea Master Pte. Ltd.), collectively referred to as the Vendor Group Companies;

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

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


With the completion of the acquisitions of the above, the Vendor Group Companies have effectively become subsidiaries of the Company and CHO and PTRT being 29.07% and 49.07% associated companies of the Company via International Marine Services Pte. Ltd. a wholly owned subsidiary incorporated in Singapore on 27th July 2005.

Subsequent to 30 September 2005, the tender offer for the Proposed Tender Offer on PTRT shares was closed on 15 November 2005. During the offer period between 19 October 2005 to 15 November 2005, 191,691,500 shares or approximately 31.47% stake in PTRT were tendered by the public shareholders.  The Proposed Tender Offer will be completed on 24 November 2005, being the payment date for the Tender Offer shares. Upon completion of the Proposed Tender Offer, Scomi Marine Bhd. will hold 490,597,000 shares or approximately 80.54% of the total issued shares of PTRT.

Save for the above, there were no other changes in the composition of the Group for the current quarter and financial period-to-date.

A12

Contingent Liabilities 


Details of contingent liabilities of the Group as at 22nd November 2005 is as follows:-



Contingent Liabilities







RM’000



Corporate Guarantees (unsecured) given to financial institutions



for facilities granted to subsidiary companies



 27,779

A13

Capital Commitments


Details of capital commitments of the Group as at 22nd November 2005, are as follows:-



Capital Commitments



Purchase of 7 new delivered vessels by the Marine Logistics Group



where payment to CH Holdings Ltd. is due only



on 30th September 2007






 74,071



Purchase of additional 9 new vessels by Marine Logistics Group



where payment to CH Holdings Ltd. is due only 



on 30th September 2007






103,326



TOTAL









177,397

B

BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS
B1

Review Of Performance


The review of performance for the 9 months period is limited to the jewellery business. The results of the next quarter will include that of the marine logistics business.


For the 9 months ended 30 September 2005, the Group achieved a total turnover of RM98.207 million as compared to RM75.437 million in the corresponding period of the preceding year. This is mainly due to our continuing efforts to promote the Habib brand 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 RM6.613 million as compared to RM2.919 million in the corresponding period of the preceding year. Profit after tax was RM4.142 million as compared to RM1.288 million profits after tax in the corresponding period of the preceding year. This was mainly due to higher gross profit margin achieved and increases in the revenue by 30.18% for the financial period ended 30 September 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 RM31.502 million which was lower than that of the preceding quarter of RM33.782 million by 6.7%. 


The Group reported a profit before tax of RM792,000 as compared to a profit before tax of RM3.706 million in the preceding quarter. The current quarter’s profit after tax was RM354 thousand while the preceding quarter’s profit after tax was RM2.488 million. This was mainly due to lower gross profit margin achieved and the reduction in the revenue by 6.7% during the current quarter as compared to the preceding quarter. 

B3

Current Year Prospects


The acquisitions as disclosed in Note B8 were completed on 30 September 2005. The Group has now a significant presence in the marine coal transportation services in Indonesia and in the offshore oil and gas industry in the South East Asia and Middle East regions. 

The Group will incorporate the results of this newly acquired business from the next quarter onwards. The Directors believe the results from the new activities will contribute significantly for the period ending 31 December 2005.

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
	2,552

	- Under/(over) provision in prior year
	     (81 )

	
	2,471

	Deferred taxation
	  -

	
	2,471


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

B7

Particulars Of Purchase Or Disposal Of Quoted Securities

Other than the purchase of shares in CHO and PTRT, being companies listed in Singapore and Indonesia respectively, as disclosed in Note A11 (b) and (c), there were no purchase or disposal of quoted securities for the current quarter and financial period-to-date.

B8

Corporate Proposals


Status of Corporate Proposals Announced

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

(i) a conditional sale and purchase agreement with Chuan Hup (“SPA”) for the following proposals:

-
acquisition of the entire marine logistics business of Chuan Hup;

-
acquisition of 205,000,000 ordinary shares of SGD0.05 each representing 29.07% equity interest in CHO; and

-    
acquisition of 298,905,500 ordinary shares of Rp100 each representing 49.07% equity interest in (“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 at an issue price of RM1.15 each, subject to the terms and conditions of the SPA (“Proposed Acquisitions”).

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

The Proposed Acquisitions and Proposed Restricted Issue were completed on 30 September 2005.

(b)
In conjunction with the Proposed Acquisitions and Proposed Restricted Issue, the Company also announced the following proposals on 14 February 2005:


(i)
Proposed rights issue of 74,000,000 new SMB 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) SMB Share held on a date to be determined and announced at a later date (“Proposed Rights Issue”).

(ii) Proposed placement of up to 96,000,000 new SMB shares at a minimum issue price of RM1.25 per SMB Share to institutional investors (to be identified) (“Proposed Placement”).

(iii) Proposed issuance of up to 160,000,000 redeemable convertible cumulative preference shares of RM0.01 each (“SMB 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”).

(iv) 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”); 

(v) 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 SMB Shares and SMB RCCPS not already owned by them upon completion of the Fund Raising Proposal and Proposed Acquisitions and/or arising from the conversion of any SMB RCCPS; and 



(vi)
Proposed increased in the authorised share capital of SMB from RM100,000,000 comprising 100,000,000 SMB Shares to RM802,000,000 comprising 800,000,000 SMB Shares and 200,000,000 SMB 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”.  The Fund Raising Proposals including the proposal set out under section (vi) above were completed in the quarter under review.

As for the Proposed Tender Offer on PTRT shares, the tender offer was closed on 15 November 2005. During the offer period between 19 October 2005 to 15 November 2005, 191,691,500 shares or approximately 31.47% stake in PTRT were tendered by the public shareholders. The Proposed Tender Offer will be completed on 24 November 2005, being the payment date for the Tender Offer shares. Upon completion of the Proposed Tender Offer, Scomi Marine Bhd. will hold 490,597,000 shares or approximately 80.54% of the total issued shares of PTRT



(c)
On 23 August 2005, the Company announced the following proposals:

(i) Proposed establishment of an employees’ share option scheme (“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 (“Proposed ESOS”).

On 26 September 2005, the Company announced that its shareholders had approved the Proposed ESOS on the even date.

(ii) Proposed change of name of the Company from "Habib Corporation Berhad" to "Scomi Marine Bhd".

The change of the Company’s name to Scomi Marine Bhd took effect from 27 September 2005.

B9

 Group Borrowings 


The Group borrowings as at 30 September 2005 are as follows:-










RM’000



 Short Term borrowings (secured)


103,061



 Long Term borrowings (secured) 


561,208


 
 Total






664,269


The Group borrowings are denominated in the following currencies:










RM’000



Ringgit Malaysia




  19,535



US Dollars





644,734



Total






664,269

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

No dividend has been proposed or declared for the current quarter and the financial period to date ended 30 September 2005.

B13
Earnings Per Share (EPS)


	
	Individual Quarter
	Cumulative Quarter

	
	Quarter

Ended
	Quarter

Ended
	Period  Ended
	Period  Ended

	
	30.9.2005
	30.9.2004
	30.9.2005
	30.9.2004

	Basic earnings per share
	
	
	
	

	Net profit after taxation(RM’000) 
	354
	1,083
	4,142
	1,288

	
	
	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	104,629
	74,000
	84,322
	74,000

	
	
	
	
	

	Basic earning per share (cent)
	0.34
	1.46
	4.91
	1.74




Diluted EPS

	Fully diluted earnings per share
	
	
	
	

	Net profit after taxation(RM’000) 
	354
	N/A
	4,142
	N/A

	
	
	
	
	

	Weighted average number of ordinary shares in issue (‘000) 
	104,629
	N/A
	84,322
	N/A

	Assumed shares converted under SMB RCCPS (‘000)
	1,513
	N/A
	510
	N/A

	Adjusted weighted average number of ordinary shares used in the calculation of diluted earnings per share (‘000)
	106,142
	N/A
	84,832
	N/A

	
	
	
	
	

	Diluted earning per share (cent)
	0.33
	N/A
	4.88
	N/A
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