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SELECTED EXPLANATORY NOTES

 ON QUARTERLY FINANCIAL REPORT 

FOR FIRST QUARTER ENDED 31 MARCH 2006

PART A. 
 EXPLANATORY NOTES PURSUANT TO FRS 134

1.
Basis of Preparation


The Interim Financial Statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements 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 year ended 31 December 2005.

1.1 Changes in Accounting Policies  

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of FRS 2, 5, 102, 108, 110, 121, 128, 131, 132 and 133 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a)
FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually. Any impairment loss is recognised in profit or loss and subsequent reversal is not allowed. 

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit or loss. Prior to 1 January 2006, negative goodwill was recognised as consolidation reserve. In accordance with the transitional provisions of FRS 3, the consolidation reserve as at 1 January 2006 of RM1,760,000 was derecognised with a corresponding increase in retained earnings.

In addition, the useful lives of other intangible assets are now assessed at the individual asset level as having either a finite or indefinite life. Prior to 1 January 2006, intangible assets were considered to have a finite useful life and were stated at cost less accumulated amortisation and impairment losses. Under the new FRS 138, some of the intangible assets are regarded to have an indefinite useful life when, based on an analysis of all the relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the Group. Intangible assets with indefinite useful lives are not amortised but instead, are tested for impairment annually. Other intangible assets of the Group with finite useful lives continue to be stated at cost less accumulated amortisation and impairment losses.

(b)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(c)
FRS 140: Investment Property

The adoption of this new FRS has resulted in the reclassification of investment properties from property, plant and equipment and presented as a separate line item in non-current assets. Investment properties are measured at depreciated cost less any impairment loss.

1.2
Comparatives

The following comparative amounts have been restated due to the adoption of new and revised FRSs:

Balance Sheet

Adoption of FRS 140:
	
	Previously stated

RM’000
	Adjustment

(Note A1.1(c))

RM’000
	Restated

RM’000

	
	
	
	

	At 31 December 2005
	
	
	

	Property, Plant and Equipment
	986,497
	(5,008)
	981,489

	Investment Properties
	-
	      5,008
	5,008


Adoption of FRS 116:
	
	Previously stated

RM’000
	Adjustment

RM’000
	Restated

RM’000

	
	
	
	

	At 31 December 2005
	
	
	

	Property, Plant and Equipment
	981,489
	14,659
	996,148


2.
Auditors’ Report on Preceding Annual Financial Statements

The audit report of the previous annual financial year ended 31 December 2005 was not subject to any qualification.

3.
Segmental Information


The Group’s primary basis of segment reporting is on business segments.


There are three segments namely the Port Operation, Haulage/Logistics Operation and Investment Holding/Management Services.

The analysis of results by business activity for the period ended 31 March 2006 is as follows :-.

	
	3 months ended

	
	31.03.2006
	31.03.2005

	
	RM’000
	RM’000

	Segment Revenue
	
	

	
	
	

	Revenue from continuing operations:
	
	

	   Port Operation
	151,737
	146,409

	   Haulage/Logistics Operation
	45,133
	52,024

	   Investment Holding/Management Services
	485
	434

	
	
	

	   Total revenue including inter-segment sales
	197,355
	198,867

	   Elimination of inter-segment sales
	(2,348)
	(2,138)

	
	
	

	   Total revenue
	195,007
	196,729

	
	
	


	
	3 months ended

	
	31.03.2006
	31.03.2005

	
	RM’000
	RM’000

	Segment Results
	
	

	
	
	

	Results from continuing operations:
	
	

	   Port Operation
	31,932
	26,593

	   Haulage/Logistics Operation
	645
	(3,143)

	   Investment Holding/Management Services
	215
	76

	
	
	

	
	32,792
	23,526

	
	
	

	Finance income:
	
	

	   Port Operations
	2,322
	1,654

	   Haulage/Logistics Operations
	1,005
	999

	   Investment Holding/Management Services
	244
	340

	
	
	

	
	36,363
	26,519

	
	
	

	Associates Results
	243
	28

	
	
	

	
	36,606
	26,547


4.
Unusual Items due to their Nature, Size or Incidence

There were no material unusual items affecting assets, liabilities, equity, net income, or cashflow during the financial period ended 31 March 2006. 

5.
Changes in Estimates

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year end. The Group revised the residual value of certain plant, machinery and equipment with effect from 1 January 2006. The revisions were accounted for as a change in accounting estimates and as a result, the depreciation charges for the current quarter have been reduced by RM1.9 million.

There were no other changes in estimates that have had a material effect in the current quarter results.

6.
Comments about Seasonal or Cyclical Factors

The Group’s business are generally affected by the various festive seasons.

7. Dividends Paid 

There were no dividends paid during the current quarter ended 31 March 2006.

8.
Carrying Amount of Revalued Assets


The valuation of property, plant and equipment have been brought forward without any amendments from the financial statements for the year ended 31 December 2005.

9.
Debt and Equity Securities

There have been no issues and repayment of equity security, repurchases, share cancellation or new issuance for the current quarter ended 31 March 2006.

10.
Changes in Composition of the Group


There were no changes in the composition of the Group during the financial period ended 31 March 2006.

11.
Subsequent Events

There were no material events subsequent to the end of the current quarter that have not been reflected in this Interim Financial Statement.

12.
Changes in Contingent Liabilities

Contingent liabilities by way of corporate guarantees to financial institutions for banking facilities granted to subsidiary  and associated companies have reduced marginally from RM3,563,000 as at 31 December 2005 to RM3,538,000 as at 31 March 2006.

Contingent liabilities in respect of claims for damages to goods and other claims remain unchanged at RM4,300,000 since the last balance sheet date, 31 December 2005.

There were no other changes in the contingent liabilities and contingent assets since the last balance sheet date 31 December 2005.

PART B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

1.
Performance Review


The Group’s revenue for the current quarter amounted to RM195.0 million, which is 0.8% lower than the corresponding comparative quarter’s figure of RM196.7 million. The port operating subsidiary contributed RM151.7 million while the haulage subsidiary contributed RM43.3 million. The decrease in revenue was mainly due to lower throughput handled during the period.
Northport achieved a throughput for the current quarter of 614,151 TEUs registering a decrease of 2.4% as compared to the corresponding period last year of 629,174 TEUs. As for the haulage/logistics subsidiary the throughput for the quarter is 99,332 TEUs which is a decrease of 17.0% as compared to the corresponding period last year of 119,760 TEUs. 


The port operating subsidiary’s throughput for the quarter under review registered a decrease due to competition in the region. Generally there was a reduction in the import, export and transshipments boxes. The haulage subsidiary also registered a decrease in volume mainly due to the prevailing stiff competition from the other of operators in the market.

There has been no other material factor affecting the earnings and/or revenue of the Group for the current quarter.

2.
Comment on Material Change in Profit Before Taxation

The profit before tax for the quarter amounted to RM36.6 million, which is higher than the immediate preceding quarter’s figure of RM34.7 million, an increase of 5.4%.  The increase in the profit was mainly due to reduction in the operating cost and the impact of the adoption of FRS 116 which reduced the depreciation for the current quarter by RM1.9 million.


There were no other unusual item affecting profits for the current quarter.

3.
Commentary on Prospects


The competitive environment in the region for container business is intense. However Northport is continuing to increase its efforts in customer retention and increasing its customer base. The port operating subsidiary is confident that the performance for this financial year will be consistent with the previous year.

The haulage subsidiary continues to make inroads into the warehousing/logistics and distribution business whilst making efforts to sustain its market share in the haulage business.


Both the operating subsidiaries are continuing their efforts in cost control measures to improve profitability.


Barring unforeseen circumstances, the Group remains confident in sustaining its performance for the remaining of this financial year.

4.
Profit Forecast or Profit Guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

5.
Income Tax Expense

The provision for income tax for the current quarter does not contain any deferred tax or adjustment for under or over provision in respect of prior years.


The taxation amount is more than the statutory tax rate mainly due to non deductible expenses such as depreciation, amortization of intangible assets and non qualifying portion of land and building.

6.
Sale of Unquoted Investments and Properties


There were no sale of unquoted investments and/or properties for the current quarter ended 31 March 2006.

7.
Sale of Quoted Investments 


There were no purchase or disposal of quoted securities during the quarter ended 31 March 2006.

8
Corporate Proposals

There were no corporate proposal which was announced but not completed as at 21 April 2006.

9.
Borrowings


There were no borrowings and debt securities as at 31 March 2006.

10. Off Balance Sheet Financial Instruments


There were no off balance sheet financial instruments as at 21 April 2006.

11. Changes in Material Litigation 


As at 21 April 2006, there were no changes in material litigation, including the status of pending material litigation since the last annual balance sheet date of 31 December 2005.

12. Dividend Payable

No interim ordinary dividend has been declared for the financial period ended 31 March 2006 ( 31 March 2005: Nil).

13.
Earnings Per Share:-

a) Basic/Diluted earnings per share

	
	3 months ended

	
	31.03.2006
	31.03.2005

	
	‘000
	‘000

	
	
	

	Profit after Tax (RM)

Attributable to:

Equity Holders of The Parent
	25,332
	17,153

	
	
	

	Weighted average no. of ordinary shares in issue
	470,253
	470,149

	
	
	

	Basic earnings per share (Sen)
	5.4
	3.7

	
	
	


14.  
Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 28 April 2006.
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