NCB HOLDINGS BHD 

(Company No. 475221-K)

Incorporated in Malaysia


SELECTED EXPLANATORY NOTES

ON QUARTERLY FINANCIAL REPORT 

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2006

PART A. 
 EXPLANATORY NOTES PURSUANT TO FRS 134

A1.
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 3

Business Combinations

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 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


A2.
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.

A3.
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.


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

	
	3 months ended
	12 months ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	
	
	
	
	

	Revenue from continuing operations:
	
	
	
	

	   Port Operation
	163,645
	156,692
	634,959
	605,505

	   Haulage/Logistics Operation
	52,088
	46,707
	209,590
	208,556

	   Investment Holding
	60,230
	53,386
	111,246
	96,421

	
	
	
	
	

	   Total revenue including 

     inter-segment sales
	275,963
	256,785
	955,795
	910,482

	   Elimination of inter-segment sales
	(64,357)
	(55,525)
	(121,793)
	(103,906)

	
	
	
	
	

	   Total revenue
	211,606
	201,260
	834,002
	806,576

	
	
	
	
	


	
	3 months ended
	12 months ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Results
	
	
	
	

	
	
	
	
	

	Results from continuing operations:
	
	
	
	

	   Port Operation
	96,735
	91,561
	201,629
	188,342

	   Haulage/Logistics Operation
	3,738
	(2,831)
	3,523
	(5,397)

	   Investment Holding
	58,833
	52,202
	107,986
	93,287

	
	
	
	
	

	
	159,306
	140,932
	313,138
	276,232

	Elimination
	(115,906)
	(109,992)
	(166,922)
	(153,029)

	
	
	
	
	

	
	43,400
	30,940
	146,216
	123,203

	
	
	
	
	

	Finance income:
	
	
	
	

	   Port Operation
	3,228
	1,832
	11,384
	7,409

	   Haulage/Logistics Operation
	1,005
	1,052
	3,912
	4,059

	   Investment Holding
	1,190
	657
	2,933
	2,101

	
	
	
	
	

	
	5,423
	3,541
	18,229
	13,569

	
	
	
	
	

	Net Results:
	
	
	
	

	   Port Operation
	46,431
	38,952
	158,313
	140,298

	   Haulage/Logistics Operation
	1,351
	(4,881)
	3,560
	(4,812)

	   Investment Holding
	1,041
	410
	2,572
	1,286

	
	
	
	
	

	
	48,823
	34,481
	164,445
	136,772

	Associates Results
	426
	268
	875
	166

	
	
	
	
	

	Profit Before Taxation
	49,249
	34,749
	165,320
	136,938


A4.
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 December 2006. 

A5.
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 RM2.2 million.

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

A6.
Comments about Seasonal or Cyclical Factors

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

A7.
Dividends Paid

Total dividends paid during the quarter ended 31 December 2006 amounted to RM16,929,097. This is in respect of interim dividend for the financial year ended 31 December 2006 declared at 5.0 sen per ordinary share less 28% income tax. The dividend was paid on 2 October 2006.

A8.
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.

A9.
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 December 2006.

A10.
Changes in Composition of the Group


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

A11.
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.

A12.
Changes in Contingent Liabilities

Contingent liabilities by way of corporate guarantees to financial institutions for banking facilities granted to subsidiary have increased marginally from RM3,563,000 as at 31 December 2005 to RM3,737,311 as at 31 December 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 annual balance sheet dated 31 December 2005.

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

B1.
Performance Review


The Group’s revenue for the current quarter amounted to RM211.6 million, which is 5.1% higher than the corresponding comparative quarter’s figure of RM201.3 million. The port operating subsidiary contributed RM162.8 million while the haulage subsidiary contributed RM48.8 million. The year-to-date revenue of the Group amounted to RM834.0 million, an increase of 3.4% compared to the corresponding period of RM806.6 million. The increase in revenue for the current quarter was mainly due to higher revenue contribution from conventional and distripark business of the port subsidiary and the haulage/logistics subsidiary.
Northport achieved a throughput for the current quarter of 667,005 TEUs registering a decrease of 0.2% as compared to the corresponding period last year of 668,672 TEUs. The year-to-date throughput achieved is 2,661,094 TEUs registering an increase of 1.1% compared against the corresponding period last year of 2,632,257 TEUs. As for the haulage/logistics subsidiary the throughput for the quarter is 101,540 TEUs which is a decrease of 0.8% as compared to the corresponding period last year of 102,308 TEUs. The year-to-date throughput achieved is 434,210 TEUs registering a decrease of 9.7% compared against the corresponding period last year of 480,731 TEUs.

The port operating subsidiary has registered a slight decrease in its throughput for the quarter mainly due to the decrease in its import and transshipment boxes.The haulage subsidiary, has also experienced lower throughput due to strong competition from a liberalised market.

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

B2.
Comment on Material Change in Profit Before Taxation

The profit before tax for the quarter amounted to RM49.2 million, which is higher than the immediate preceding quarter’s figure of RM37.5 million, an increase of 31.2%.  


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

B3.
Commentary on Prospects

a)
Despite the intense competition in the port operation business, Northport has managed to register an increase in its revenue and profitability mainly due to its ability to change and adapt to the constant changes in its operating environment.

Similarly, the prospects of performance for the coming year will be in tandem with the economic growth of the country. Northport will strive to sustain its performance provided no unforeseen events impact the operating environment of the port industry.

The haulage subsidiary, Kontena Nasional is maintaining its business strategy of improving profitability in the haulage business and to grow in the warehousing/logistics and distribution business.

The Group is not at this time aware of any unforeseen circumstances that may significantly impact the business of the Group for the coming financial year and as such expect the Group's result for the financial year 2007 to be satisfactory.

b)
The Company has several internal targets which were announced in the year 2006. All efforts had been directed towards achieving these targets as elaborated in para B4.

B4.
Board of Directors Statement on Internal Targets

The Board confirms that the internal targets announced by the Company on its net profit after tax growth, return on shareholders rate, earnings per share has been achieved for the year under review. However, the throughput growth and the total revenue growth targeted were not attained.

B5.
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.

B6.
Income Tax Expense

	
	
	Current Quarter
	
	Year 

ended 31 December 2006

	
	
	RM'000
	
	RM'000

	Current tax expense - Malaysian
	
	19,767
	
	56,230

	Transferred to deferred taxation
	
	(7,373)
	
	(7,373)

	Under provision of tax in prior years
	
	299
	
	299

	
	
	12,693
	
	49,156


B7.
Sale of Unquoted Investments and Properties


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

B8.
Sale of Quoted Investments


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

B9.
Corporate Proposals

There were no corporate proposal which was announced but not completed as at 19 February 2007.

B10.
Borrowings


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

B11.
Off Balance Sheet Financial Instruments


There were no off balance sheet financial instruments as at 19 February 2007.

B12.
Changes in Material Litigation


As at 19 February 2007, 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.

B13.
Dividend Payable

Dividend:  

a)



i) A final and a special dividend in respect of the financial year 31 December 2006 has been recommended;

ii) The amount of final dividend is 12.0 sen and the special dividend is 9.5 sen per ordinary share less 27% income tax;

iii) The previous corresponding period was only a final dividend of 10.0 sen less 28% income tax;

iv) The date payable for both dividend is 7 May 2007; and

v) In respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at 20 April 2007; and

b)
The total dividend for the current financial year is an interim dividend of 5.0 sen less 28% income tax and a final dividend of 12.0 sen less 27% income tax and a special dividend of 9.5 sen less 27% income tax.

B14.
Earnings Per Share

In respect of earnings per share:-

a) Basic/Diluted earnings per share

	
	3 months ended
	
	12 months ended

	
	31.12.2006
	31.12.2005
	
	31.12.2006
	31.12.2005

	
	‘000
	‘000
	
	‘000
	‘000

	
	
	
	
	
	

	Profit after Tax (RM)

Attributable to:

Equity Holders of The Parent
	36,517
	26,844
	
	116,101
	95,684

	
	
	
	
	
	

	Weighted average no. of 

   ordinary shares in issue
	470,253
	470,253
	
	470,253
	470,253

	
	
	
	
	
	

	Basic/Diluted earnings per share (Sen)
	7.8
	5.7
	
	24.7
	20.3

	
	
	
	
	
	


B15.
Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors on 26 February 2007.
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