HAISAN RESOURCES BERHAD
      

Company No. 502213-D

Notes to Second Quarter Report

For The Financial Period Ended 30 June 2005



- 9 -


NOTES TO MASB 26: INTERIM REPORT

1. Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with MASB 26 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 followed in the interim financial statements as in the annual financial statements for the year ended 31 December 2004.

2. Status of Annual Report 2004

The audit report of the Group’s most recent annual audited financial statements for the year ended 31 December 2004 was not qualified.

3. Seasonal or cyclical factors

The business operations of the Group were not affected by any seasonal or cyclical factors during the financial period under review.

4. Unusual item

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period under review.

5. Changes in estimates

There were no changes in estimates of amounts reported in prior quarters of the current financial year or changes of amounts reported in prior financial years that have material effect in the current quarter.

6. Issuance/repayment of debts and equity securities

a. During the second quarter ended 30 June 2005, a total of 713,700 shares were bought back from the open market. The cumulative shares bought back are held as treasury shares with none of the shares being cancelled or resold during the quarter under review.

The cumulative shares bought-back for the financial period ended 30 June 2005 was 4,431,600.

The details of the share buy-back are as follows:-

	
	Price per share (RM)
	Number of
	Total consideration

	Month
	Lowest 
	Highest
	Average
	shares
	RM

	Jan 2005
	1.070
	1.110
	1.096
	3,717,900
	4,073,399

	May 2005
	0.895
	0.910
	0.913
	375,900
	343,173

	June 2005
	0.800
	0.900
	0.892
	337,800
	301,390

	Total
	
	
	
	4,431,600
	4,717,962


As at 30 June 2005, the number of outstanding shares issued and fully paid with voting rights was 83,588,400 ordinary shares of RM0.50.

b. During the second quarter ended 30 June 2005, the Group has issued RM30 million 6% Redeemable Secured Bonds.

7. Dividends paid

There were no dividends paid for the current quarter under review.

8. Segmental reporting
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9. Valuations of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the most recent annual audited financial statements for the year ended 31 December 2004. The carrying value is based on a valuation carried out in year 2000 by independent qualified valuers less depreciation.

10. Material events subsequent to end of the interim period

There are no material events since the end of the financial period ended 30 June 2005 up to the date of this announcement.

11. Effects of changes in the composition of the company during the interim period.

There were no significant changes in the composition of the Group for the second quarter ended 30 June 2005 except for the followings:-

a. On 28 October 2004, Aseambankers Malaysia Berhad, on behalf of the Board of Directors of the Company announced that Haisan Resources Berhad (“HRB”) proposed to undertake the followings:-

i) Proposed acquisition by Iglo International Limited ("Iglo"), a wholly owned subsidiary of HRB, of the following equity interest in Integrated Global Low Temperature Operations Phils., Inc. ("IGLO Phils" or "JVC") for a total cash consideration of Philippines Pesos ("Php")105,000,000 (equivalent to RM7,182,000):-
· 100,000,000 common shares of Php1.00 each in IGLO Phils, representing 62.50% of the issued and paid-up common shares of IGLO Phils from RFM Corporation ("RFM Corp") and RFM Foods Philippines Corporation ("RFM Foods"); and
· 35,000,000 preference shares Of Php1.00 each in IGLO Phils, representing the entire issued and paid-up preference shares of IGLO Phils from RFM Corp. 

(Hereinafter referred to as "Proposed Acquisition");
ii) Proposed disposal by Iglo of 69,000,000 common shares of Php1.00 each in IGLO Phils, representing approximately 43.13% of the issued and paid-up common shares of IGLO Phils to Horizons Realty, Incorporated ("Horizons Realty") and Triple Eight Holdings, Inc ("Triple Eight") for a cash consideration of Php53,670,000 (equivalent to RM3,671,028) ("Proposed Disposal"); and

iii) Proposed subscription by Iglo of 10,000,000 new preference shares Of Php1.00 each in IGLO Phils by for a cash consideration of Php10,000,000 (equivalent to RM684,000) ("Proposed Subscription").

On 13 April 2005, the Company announced the completion of the above Proposals.

b. On 2 June 2005, Iglo Cold Chain Logistics Sdn Bhd, a wholly-owned subsidiary entered into a Joint Venture Agreement with Prestige Frozen Sdn Bhd to establish a transportation company. A joint venture company, IGC logistics Sdn Bhd (formerly known as “Bizpro Tower Sdn Bhd”) has been acquired for the aforesaid purpose.

12. Contingent liabilities and contingent assets

The Company provided corporate guarantee amounting to RM73,296,179 in favour of financial institutions for credit facilities granted to subsidiaries (As at 31 December 2004 : RM60,757,988)

.

NOTES TO BURSA MALAYSIA SECURITIES BERHAD REVISED LISTING REQUIREMENTS

13. Performance review 

For the six months period ended 30 June 2005, the Group revenue improved by 35% to RM30.2 million compared with RM22.3 million in the previous year corresponding period. Higher revenue were due to two major contracts secured by the engineering division in the first quarter as well as the consolidation of IGLO Phils’ results as the company became a subsidiary of the Group since beginning of the year. Pretax profit increased by approximately RM1.4 million to RM3.1 million compared with the same period last year of RM1.7 million.
On a quarterly basis, the Group recorded RM13.1 million revenue mainly contributed by Temperature-controlled logistics (“TCL”)/warehousing divisions with the inclusion of IGLO Phils results. Although revenue improved by RM1.4 million, pretax profit was RM81,000 higher at approximately RM1.011 million compared with RM930,000 in the second quarter last year. This was due to losses in one TCL operations in Guangzhou resulting from higher operational costs coupled with increase in finance costs.

14. Material change in quarterly results

As compared to the preceding quarter ended 31 March 2005, the Group registered a decline in performance with revenue and profit after tax of RM13.1 million and RM753,000, respectively compared with RM17.0 million revenue and RM1.6 million profit after tax achieved in the immediate preceding quarter. The unfavourable results were due to the recent earthquake in April 2005. Our operations in Port Klang was affected from the disruptions to our infrastructure cold room services which contributed to higher repair costs and lower sales from loss of space rental opportunities. The projected results for the engineering division did not materialize due to some contracts that were lost as a result of the operational disruptions from the earthquake and also stiff market competition.
15. Future prospects

The prospect for the Company is expected to remain positive with the growing market for the TCL services in the region coupled with the forecast GDP for Malaysia of 6% for year 2005. The management will continue to focus on the core businesses with TCL to spearhead the growth for the Company. 

Barring any unforeseen circumstances, the Directors are confident that the Group will achieve comparable results for remaining quarters of year 2005.
16. Profit forecast

Not applicable in this Quarterly Report.

17. Taxation
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The effective tax rate for the quarter under review was lower than the statutory tax rate mainly attributable to utilization of tax allowances available for certain subsidiary companies.

18. Profits on sale of unquoted investments and/or properties

There were no profits on sale of unquoted investments and/or properties for this reporting quarter and financial period-to-date.

19. Quoted Investments

As at 30 June 2005, the Group did not hold any quoted securities, nor were there any purchase or disposal of quoted securities during the reporting quarter and financial period to-date.

20. Status of Corporate Proposal

a. On 8 January 2005, Iglo (Guangzhou) Co Ltd, subsidiary of HRB had signed an Agreement with Guangzhou Refrigerated Foods Ltd ("GRFL"), a subsidiary company of Nestle (China) Ltd for the management and operation of GRFL logistics activities.
b. On 11 March 2005, Public Merchant Bank Berhad, on behalf of the HRB announced that the Company proposed to issue RM30,000,000 nominal value 5-year 6% redeemable bonds. The Bonds will carry a coupon rate of 6% per annum payable semi-annually in arrears. The Bonds shall have a tenure of five years and shall be redeemed at 100% of its nominal amount on the maturity date, together with interest accrued to the aforesaid date. Malaysia Rating Corporation Berhad has accorded an indicative rating of A (A flat) to the Bonds.

Securities Commission had, vide its letter dated 20 April 2005 (which was received on 25 April 2005), granted their approval for the Proposed Bonds Issue subject to terms and conditions.

On 21 June 2005, PMBB on behalf of HRB, announced that the Proposed Bonds Issue has been completed with the issue of the Redeemable Bonds.
c. On 28 June 2005, HRB signed a Memorandum  of Understanding with Di’Rincon Services to explore and develop a commercially beneficial relationship in working together on a Majlis Perbandaran Klang project known as "CADANGAN MEMBINA LOJI PELUPUSAN SISA PEPEJAL PERBANDARAN BERSEPADU TENAGA (INTEGRATED WASTE TO ENERGY) YANG TIDAK MELIBATKAN DANA KERAJAAN DI KLANG" ("the Project"), subject to mutual agreement.
d. On 25 July 2005, PMBB on behalf of the Board of Directors of the Company announced that HRB proposes to undertake the following:-
i) a renounceable two-call rights issue of up to 46,435,200 Rights Shares together with up to 9,287,040 Warrants at an issue price of RM0.50 per Right Share on the basis of one (1) Rights Share for every two (2) existing HRB Shares held on a date to be determined with one (1) free Warrant for every five (5) Rights Shares to be issued;
ii) amendments to the existing ESOS Bye-Laws which was previously approved by the shareholders of HRB on 25 June 2003 to incorporate certain amendments made to Part H, Chapter 6 of Bursa Securities Listing Requirement
· The maximum amount of Shares to be made available under ESOS shall be increased from the current ten percent (10%) to fifteen percent (15%) of the issued and paid-up share capital of HRB at any one time during the existence of the ESOS ("Proposed ESOS Bye-Laws Amendment I"); and
· Non-Executive Directors of HRB Group shall be eligible to participate in the ESOS ("Proposed ESOS Bye-Laws Amendment II"); and
iii) amendment to the Memorandum and Articles of HRB to facilitate the granting of ESOS to Non-Executive Directors of HRB pursuant to (ii) above.
21. Group Borrowings And Debt Securities

Total Group borrowings as at 30 June 2005 was as follows:
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* translated using exchange rate as at 30 June 2005
22. Off Balance Sheet Risks

There were no financial instruments with off balance sheet risk as at the date of issue of this report.

23. Material Litigation

On 1 August 2005, the Company received a Writ of Summons dated 27 June 2005. The Plaintiffs, served by Mayekawa Mfg. Co. Ltd and Mayekawa (M) Sdn Bhd have instituted the legal action against Haisan and Hai San & Sons Sdn Bhd (“Defendants”), a wholly-owned subsidiary of Haisan. Mayekawa Mfg Co Ltd is the manufacturer and supplier of refrigeration equipment and parts bearing the trade mark “MYCOM” and Mayekawa (M) is the sole authorized importer and distributor Mayekawa Mfg Co Ltd’s MYCOM products for Malaysia. The claim by plaintiffs is for the infringement of trade mark and passing off by the Defendants.
Defendants will rebut the Plaintiff’s claim of trade mark infringement and passing off in the defence, amongst others, that the refrigeration parts bearing the trade mark “MYCOM” which have been imported and sold by them are genuine MYCOM products purchased and imported from a reseller from Korea.
As the action by the Plaintiffs is for an injunction, the Company is unable to quantify the amount of claim at this point in time. Hence, there is no financial impact at this moment except for the legal cost to defend the suit. 
24. Earnings per share 
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25. Dividend

The Board of Directors does not recommend any interim dividend to be paid for the financial period ended 30 June 2005 ( 2004: Nil).
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Sheet1

										Current		Financial period

										quarter		to-date

										RM'000		RM'000

		Malaysian tax

		Current taxation								296		842

		Deferred taxation								(34)		(73)

		Underprovision								(4)		- 0

										258		769
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												Short term		Long term		Total

												RM'000		RM'000		RM'000

				Secured

				Demoninated in RM

				Term loan								694		7,951		8,645

				Revolving credits								605		- 0		605

				Bankers acceptance								1,274		- 0		1,274

				Redeemable Secured Bonds								- 0		29,058		29,058

				Bank overdraft								9,700		- 0		9,700

				Hire purchase & lease payables								982		1,516		2,498

				Unsecured

				Demoninated in RM

				Revolving credits								5,000		- 0		5,000

												18,255		38,525		56,780

				Denominated in foreign currency (*)

				Term loan

						Chinese Renminbi 17,000,000						- 0		7,820		7,820

						Philippine Peso 57,000,000						3,980		- 0		3,980

						Philippine Peso 70,000,000						- 0		4,888		4,888

												3,980		12,708		16,688

				Hire purchase & lease payables

						Philippine Peso 1,512,000						- 0		106		106

				Total								22,235		51,339		73,574
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								3 months ended				6 months ended

								30-Jun-05		30-Jun-04		30-Jun-05		30-Jun-04

		Net profit for the period						522		644		2,073		1,200

		(RM'000)

		a)		Basic

				Weighted average number

				of ordinary shares in issue

				('000)				84,064		40,010		84,803		40,010

		Basic earnings per share

		(sen)						0.62		1.61		2.44		3.00

		b)		Diluted

				Weighted average number

				of ordinary shares in issue

				('000)				84,064		40,010		84,803		40,007

				Effect of share options ('000)				234		358		409		408

				Weighted average number of

				ordinary shares ('000)

								84,298		40,368		85,212		40,415

		Diluted earnings

		per share (sen)						0.62		1.60		2.43		2.97






