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  Bursa Malaysia Securities Berhad. The same accounting policies and methods of computation are adopted in the interim financial statements compared to the annual financial statements for the financial year ended 31 December 2004.

A2

Audit Report For Preceding Annual Financial Statements

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

A3

Seasonal Or Cyclical Factors



The Group’s operations are generally not affected by any seasonal or cyclical factors except for the jewellery business whereby sales is usually enhanced during festive seasons. 
A4

Unusual Items


Other than those disclosed, there were no unusual items that affected the assets, liabilities, equity, net income or cash flows in the current quarter and for the financial year ended 31 December 2005.
A5

Changes in Estimates


There were no changes in estimates for amounts reported in prior years that had a material effect in the quarter under review and for the financial year ended 31 December 2005.

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 twelve (12) months ended 31 December 2005, the issued and paid-up share capital of the Company increased from 74,000,000 ordinary shares of RM1.00 each to 587,913,043 ordinary shares of RM1.00 each via 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 were 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 as presented in respect of the Group’s business segment.

	
	Investment holding
	Manufacturing and Jewellery 
	Marine
Logistics 
	Intersegment elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE AND RESULTS
	
	
	
	
	

	
	
	
	
	
	

	REVENUE
	
	
	
	
	

	External sales
	-
	141,609
	92,916
	-
	234,525

	
	
	
	
	
	

	RESULTS
	
	
	
	
	

	
	
	
	
	
	

	Profit from operations
	(1,339)
	8,396
	27,616
	-
	34,673

	Interest expense
	-
	(1,133)
	(10,657)
	-
	(11,790)

	Interest income
	722
	60
	548
	-
	1,330

	Share of profit in associated company
	-
	-
	5,522
	-
	5,522

	Profit before taxation
	(617)
	7,323
	23,029
	-
	29,735

	Taxation
	
	
	
	
	(4,732)

	Profit after taxation
	
	
	
	
	25,003

	Minority Interest
	
	
	
	
	(543)

	Net profit attributable to shareholders
	
	
	
	
	24,460

	
	
	
	
	
	

	ASSETS AND LIABILITIES
	
	
	
	
	

	
	
	
	
	
	

	ASSETS
	
	
	
	
	

	Segment assets
	850,987
	147,015
	1,471,375
	(828,136)
	1,641,241

	Investment in associated companies
	
	-
	183,405
	-
	183,405

	Consolidated total assets
	
	
	
	
	1,824,646

	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	

	
	
	
	
	
	

	Segment liabilities
	3,314
	102,318
	825,746
	(48,019)
	883,359

	
	
	
	
	
	

	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	

	
	
	
	
	
	

	Capital expenditure
	-
	1,671
	107,798
	-
	109,469

	Depreciation
	-
	2,896
	11,490
	-
	14,386

	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 year that have not been reflected in this condensed financial statements for this quarter and for the financial year ended 31 December 2005 except as disclosed in Note B8 below.

  A11
Changes In Composition Of The Group


On 30 September 2005, the Company completed the following acquisitions via its wholly owned subsidiary, International Marine Services Pte Ltd:-

(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 above acquisitions, the Vendor Group Companies effectively became subsidiaries of the Company whist CHO and PTRT became 29.07% and 49.07% associated companies respectively.
On 25 November 2005, the Company completed the Tender Offer on PTRT shares resulting in PTRT becoming a 80.54% subsidiary of the Company.
Save for the above, there were no other changes in the composition of the Group for the current quarter and for the financial year ended 31 December 2005.

A12

Contingent Liabilities 

Details of contingent liabilities of the Group as at 16 February 2006 is as follows:-












RM’000



Corporate Guarantees (unsecured) given to financial institutions



for facilities granted to subsidiary companies (Note a)


 27,779


Security provided by a subsidiary company 


to financial institutions for facilities granted to its 


associated company




 


18,898


Bank guarantees issued for charter marine contracts


14,035
	

	    60,712

	




Note a :


This amount will not be part of the Group’s Contingent Liabilities upon the completion of the Proposed Divestment exercise (details of the exercise is explained in Note B8 (c).



A13

Capital Commitments


Details of capital commitments of the Group as at 16  February 2006, are as follows:-













RM’000



Balance of 6 new vessels to be purchased by the


Marine Logistics Group where payment to 


CH Holdings Ltd. is due only on 30 September 2007



66,793
B

BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS
B1

Review Of Performance

For the 12 months ended 31 December 2005, the Group achieved a total turnover of RM234.525 million compared to RM114.420 million in the corresponding period for the preceding year with the increase primarily from the marine logistic division .  

Profit before tax for the Group was RM 29.735 million compared to RM5.720 million in the preceding year whilst profit after tax and after minority interest was RM24.460 million compared to RM3.045 million in the preceding year.
The significant increase in both the turnover and profit after tax and after minority interest was due to the acquisition of the Marine Logistics Group, PTRT and CHO. The results from the new activities contributed significantly to the fourth quarter results for 2005.

B2

Comparison Of The Current Quarter Results Against Preceding Quarter


For the quarter under review, the Group reported revenue of RM136.318 million (of which 43.402million is contributed by the jewellery business). This represents an increase of 332% from RM31.502 million from the preceding quarter.


Profit before taxation and profit after tax and after minority interest for the current quarter under review was RM23.121 million and RM20.318 million respectively (of which RM0.8 million and RM0.556 million is derived from the jewellery business). This represents an increase of 2,819% and 5,640% from RM792,000 and RM354,000 from the preceding quarter.

The increase was due to the significant contribution from the acquisition of the new businesses from Chuan Hup Holdings Ltd.

B3             Current Year Prospects

Following the acquisitions and the proposed divestment as disclosed in Note B8, the re-positioning of the Group’s activities as a marine based service company would have been realized. The Group will be involved in two distinct businesses which has marine logistic services and offshore support services with a significant presence in Indonesia for the marine logistic services and in South East Asia and Middle East regions for the offshore support services.

For the marine logistic services, the Group will continue to remain focused in maintaining its leadership position in the Indonesian market whilst efforts are channeled to penetrate new markets in particular, Malaysia.

           

For the offshore support services, the strong emphasis on exploration and production activities should continue on the back of high oil prices.The delivery of two new high end vessels will enable the Group to participate in deepwater oil and gas exploration and development activities in Malaysia. 

Against the positive outlook for the two sectors, the Directors are of the view that demand for marine logistic and offshore support vessels for the next twelve months is forecasted to remain firm. Indeed, these two distinct sectors will form the Group’s core businesses following the completion of the divestment of the jewellery business.
B4

Profit Forecast



This section is not applicable as no profit forecast was published.
B5

Taxation Charge



The taxation comprises the following:-

	
	Current quarter
	Cumulative quarter 

	
	3 months ended
 31 December  2005
	For year ended 
31 December 2005

	
	RM’000
	RM’000

	Malaysian Income taxation
	
	

	- Current year
	403
	2,956

	- Deferred tax
	181
	  181

	
	584
	3,137

	Foreign Income taxation
	
	

	- Current year
	1,657
	1,654

	- Deferred tax
	    23
	     26

	
	1,680
	1,680

	Under/(over) provision
	
	

	- Current tax
	(4)
	(85)

	- Deferred tax
	-
	-

	
	(4)
	(85)

	
	
	

	Total
	2,260
	4,732

	
	
	

	Effective tax rate
	10%
	16%


The effective tax rate for the current quarter and the financial year ended 31 December 2005 presented above is lower than the statutory tax rate principally due to tax exempt status for income derived from shipping operations which is tax exempt.
B6

Unquoted Investments And Properties

There were no sale of unquoted investments and properties for the current quarter and the financial year ended 31 December 2005, other than in the ordinary course of business and those announced previously.

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, there were no purchase or disposal of quoted securities for the current quarter and the financial year ended 31 December 2005.

B8

Corporate Proposals


Status of Corporate Proposals Announced

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

(i) a conditional sale and purchase agreement with Chuan Hup (“SPA”) for the following acquisitions:-
-
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 issuance of 173,913,043 new ordinary shares of RM1.00 each in the Company to Scomi at an issue price of RM1.15 each, subject to the terms and conditions of the Subscription Agreement (“Proposed Restricted Issue”).


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


(iii)
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”);

(iv)   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”).

  (v)
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) (“Proposed RCCPS Issue”);
(vi)
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”); 

       (vii)
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 Proposed Acquisitions, Proposed Restricted Issue and the Fund Raising Proposals were completed on 30 September 2005. The 160,000,000 SMB RCCPS were fully taken up by Scomi.
The Proposed Tender Offer on the PTRT shares was closed on 15 November 2005 with full payment made on 25 November 2005. With the completion of the Tender Offer, SMB owns 490,597,000 shares and PTRT became a 80.54% owned subsidiary of the Company.



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

On 26 September 2005, the shareholders of the Company approved the Proposed ESOS scheme and change of the Company’s name to Scomi Marine Bhd.
(c)
On 25 January 2006, the Company announced that it had entered into a Share Sale Agreement with M.S. Habib Holdings Sdn. Bhd  (“MSHH”) for the proposed divestment of the jewellery business of Scomi Marine to MSHH for a total cash consideration of RM89,728,000 (which includes settlement of the amount owing by the jewellery business of RM43,327,000 to Scomi Marine)(“Proposed Divestment”).
The Proposed Divestment involves the following:

(i)
3 ordinary shares of RM1.00 each, representing the entire share capital of Cantik Jewellery Sdn Bhd (formerly known as CZ Jewelry Center Sdn Bhd);

(ii)
11,410,000 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewelry Manufacturing Sdn Bhd ;

(iii)
1,000,000 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewels Sdn Bhd;

(iv)
1,500,000 ordinary shares of RM1.00 each, representing the entire share capital of Haji M.A. Habib Mohamed Sdn Bhd ;

(v)
150,002 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewels Franchise Sdn Bhd; and

(vi)
1,500,000 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewels (Johor) Sdn Bhd.

The Proposed Divestment is conditional upon amongst others, the approval of the SC, FIC, MITI and the approval of the shareholders of the Company.



(d)
On 25 January 2006, the Company also announced the proposed modification to certain terms of the SMB RCCPS to facilitate the conversion of the SMB RCCPS earlier than the original conversion date of 1 October 2006 (“Proposed RCCPS Modification”); and the proposed exemption to Scomi Group Bhd (“Scomi”) and parties acting in concert with Scomi (“PACs”) from the obligation to undertake a mandatory offer on all the remaining shares in Scomi Marine not already owned by Scomi and its PACs upon the conversion of the SMB RCCPS held by Scomi into the Company’s shares, subsequent to the Proposed Modification (“Proposed Exemption”).

The Proposed RCCPS Modification is conditional upon amongst others, the approval of the SC and the shareholders of Scomi Marine.  The Proposed Exemption is conditional upon amongst others the approval of the minority shareholders of Scomi Marine.

B9

 Group Borrowings 


The Group borrowings as at 31 December 2005 are as follows:-

	
	RM’000

	
	

	Short Term borrowings (secured)
	102,429

	
	

	Long Term borrowings (secured)
	547,412

	
	649,841

	
	




The group borrowings are denominated in the following currencies:
	
	RM’000

	
	

	Ringgit Malaysia
	 20,842

	
	

	US Dollars
	628,999

	
	649,841

	
	


B10

Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risks as at the end of the current quarter and financial year ended 31 December 2005.
B11

Material Litigation

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

B12

Proposed Dividend

Subject to shareholders’ approval at the forthcoming Annual General Meeting (AGM), a final dividend in respect of the financial year ended 31 December 2005 has been recommended, with details as follows:-

i) A final tax exempt dividend of 2% per share;

ii) Estimated date payable is September 2006; and
iii) In respect of deposited securities, entitlement to dividends to be determined on the basis of the record of depositors as at book closure date.

Total dividend per share for the current financial year is 2 sen per share (previous financial year : 2.5 sen tax exempt dividend per share)

B13
Earnings Per Share (EPS)


	
	Individual Quarter
	Cumulative Quarter

	
	Quarter Ended
	Quarter Ended
	Year  Ended
	Year  Ended

	
	31.12.2005
	30.12.2004
	31.12.2005
	31.12.2004

	
	
	
	
	

	Basic earnings per share
	
	
	
	

	Net profit (RM’000) 
	20,318
	1,757
	24,460
	3,045

	Less: Dividend on SMB RCCPS
	(864)
	-
	(864)
	-

	
	19,454
	1,757
	23,596
	3,045

	
	
	
	
	

	Weighted average number of ordinary shares in issue (’000)
	587,913
	74,000
	211,255
	74,000

	
	
	
	
	

	Basic earnings per share (sen)
	3.31
	2.37
	11.17
	4.11


	Fully diluted earnings per share
	
	
	
	

	Net profit (RM’000) 
	20,318
	N/A
	24,460
	N/A

	
	
	
	
	

	Weighted average number of ordinary shares in issue (’000) 
	587,913
	N/A
	211,255
	N/A

	Assumed shares converted under SMB RCCPS (’000)
	139,130
	N/A
	35,450
	N/A

	Adjusted weighted average number of ordinary shares used in the calculation of diluted earnings per share (’000)
	727,043
	N/A
	246,704
	N/A

	
	
	
	
	

	Diluted earnings per share (sen)
	2.79
	N/A
	9.91
	N/A

	
	
	
	
	


PAGE  
12

