FREIGHT MANAGEMENT HOLDINGS BHD

(Company No : 380410-P)

Notes on the quarterly report – 30 September 2004

PART A : EXPLANATORY NOTES AS PER MASB 26

A1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26 : Interim Financial Reporting and paragraph 9.22 and Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).

The interim financial statements have been prepared on a proforma basis on the assumption that the acquisition of the subsidiary companies, acquisition from minority shareholders, capitalisation of advances and public issue, as disclosed in Note A10, were completed on 30 September 2004.

The interim financial statements should be read in conjunction with the Prospectus of Freight Management Holdings Bhd (“FMH” or “Company”) dated 31 December 2004. The 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 FMH and its subsidiary companies (hereinafter referred to as the “ Proforma Group”) for the financial period ended 30 September 2004

The accounting principles, method of computation and bases used for this quarterly financial report are consistent with those previously adopted in the preparation of the financial statements by the Proforma Group.

A2.
Qualification of Annual Financial Statements

The audited financial statements of FMH and the companies within the Proforma Group for the year ended 30 June 2004 were not qualified.

A3.
Seasonality or cyclicality factors

The Proforma Group’s business operation results were not materially affected by any major seasonal or cyclical factors.

A4.
Unusual nature and amounts of items affecting assets, liabilities, equity, net income or cash flows

There were no items of unusual nature and amounts affecting assets, liabilities, equity, net income or cash flows during the current quarter under review.

A5.
Material changes in estimates

There were no material changes in estimates of amounts reported in the current quarter under review.

A6.
Issuance and repayment of debts and equity securities

There were no issuance, cancellations, repurchase, resale and repayment of debt and equity securities for the current quarter under review.

A7.
Dividend paid

There was no dividend declared or paid by the company during the quarter under review.

A8.
Segment information

No segmental reporting has been prepared as the Proforma Group’s activities are predominantly in the carrying on of multimodal international freight services in Malaysia.

A9.
Valuation of property, plant and equipment

There has been no valuation on any of the Group’s property, plant and equipment during the current quarter.

A10.
Material events subsequent to the end of the interim period

There were no material events subsequent to the end of the current quarter except for the following restructuring exercise in conjunction with and as in integral part of the listing of FMH on the Second Board of Bursa Securities: - 

(a) Share Split 

On 26 November 2004, every existing 1 ordinary share of RM1.00 each held in FMH had been sub-divided into 2 new ordinary shares of RM0.50 each in FMH. 

(b) Acquisitions

(i)
Acquisition of Freight Management (M) Sdn Bhd (“FMM”)

On 30 November 2004, FMH acquired the entire issued and paid-up share capital of FMM comprising 2,000,000 ordinary shares of RM1.00 each for a purchase consideration of RM17,774,783 satisfied by the issuance of 35,549,566 new ordinary shares of RM0.50 each at par.

(ii)
Acquisition of Icon Line (Malaysia) Sdn Bhd (“ILSB”)

On 30 November 2004, FMH acquired the entire issued and paid-up share capital of ILSB comprising 40,000 ordinary shares of RM1.00 each for a cash consideration of RM1.

(c)
Acquisitions from Minority Shareholders

On 1 December 2004, FMH acquired the remaining equity interest in the subsidiaries of FMM, namely Advance Logistar Sdn Bhd (“ALSB”), Freight Management (Ipoh) Sdn Bhd (“FM(Ipoh)”), Freight Management (Penang) Sdn Bhd (“FM(Penang)”), and FM-Hellmann Worldwide Logistics Sdn Bhd (“FMHWL”), not held by FMM from the minority shareholders for a total consideration of RM1,781,039 satisfied by the issuance of 3,562,078 new ordinary shares of RM0.50 each at par.  
(d)
Transfers
(i)
On 25 November 2004 FM(Penang) transferred its entire equity interest in FM Worldwide Logistics (Penang) to FMM comprising 75,000 ordinary shares of RM1.00 each in FMWL(Penang), representing 30% of the issued and paid-up share capital, for a total cash consideration of RM165,660. 

(ii)
Transfer of Equity Interests

On 30 November 2004 FMM transferred its entire equity interest in its subsidiaries, namely ALSB, Citra Multimodal Services Sdn Bhd (“CMS”), FM(Ipoh), Freight Management (Melaka) Sdn Bhd (“FM(Melaka)”), FM(Penang), FMHWL, FMWL(Penang) and Perspektif Gemilang Sdn Bhd (“PGSB”) to FMH for a total cash consideration of RM9,300,094.  

(e) Capitalisation of Advances 

On 2 December 2004, FMH capitalised an aggregate of RM4,434,555 debts owing to Directors in FMM by issuance of 8,869,110 new ordinary share of RM0.50 each of FMH at par.

(f) Public Issue

On 31 December 2004, FMH issued a prospectus for the public issue of 37,219,240 ordinary shares of RM0.50 each in the Company at an issue price of RM0.65 each in conjunction with its listing of and quotation for the entire enlarged issued and paid-up share capital of the Company comprising 85,200,000 ordinary share of RM0.50 each on the Second Board of Bursa Securities. The public issue shares were fully subscribed on its closing date on 14 January 2005.

The Company is expected to be listed on the Second Board of Bursa Securities on 3 February 2005.  

A11.
Changes in the composition of the Proforma Group

Save as disclosed in Note A10, there were no changes in the composition of the Proforma Group during the current quarter under review.

A12.
Contingent liabilities

As at the date of this announcement, the Directors of FMH are not aware of any contingent liability of the Proforma Group save as disclosed below :

	
	(Proforma) 

RM’000

	Corporate guarantee in respect of banking facilities granted by FMM to its subsidiary companies
	

	- CMS
	        600

	- FM (Penang)
	        380

	- PGSB
	      5,900

	- ALSB
	        600

	
	

	Corporate guarantee in respect of banking facilities granted by PGSB to FMM 
	      2,000

	Total corporate guarantees
	      9,480

	
	

	Bank guarantees in favour of third parties*
	      1,959

	
	

	
	    11,439


*Note : These are bank guarantees made in the ordinary course of business mainly in favour of vendors and the Pengarah Kastam of Malaysia and the relevant states in Malaysia.

A13.
Capital commitments

	Contracted but not provided for :
	(Proforma)

	
	as at

	
	30.9.04

	
	RM'000

	
	

	Purchase of motor vehicle
	            168 

	Acquisition of land located at Lot 37, Jalan Lebuh 1, Kawasan Perusahaan Bandar Sultan Sulaiman, 42000 Selangor Darul Ehsan
	         9,997 

	Purchase of office equipment and computers
	            100 

	
	

	Total
	       10,265 


A14.
Comparison with preceding quarter’s results

The Proforma Group’s restructuring exercise in conjunction with its listing on the Second Board of Bursa Securities has not been completed as at 30 September 2004. As the proforma financial statements of the Proforma Group for the current quarter ended 30 September 2004 are drawn up for the first time, no preceding quarter’s results are available for comparison.

PART B : ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES

B1.
Review of performance

The Proforma Group achieved revenue of RM33.9 million and profit before tax of RM2.5 million for the financial quarter under review.

B2.
Variation of results against preceding quarter

There is no comparison with the corresponding period’s results because this is the first set of consolidated results of the Proforma Group (prepared on the proforma basis) submitted to Bursa Securities.

B3.
Current year prospects

Barring any unforeseen circumstances, the Board of Directors of FMH expects a favourable performance of the Proforma Group for the financial year ended 30 June 2005, in line with its forecast for the current financial year.

B4.
Variance of actual and forecast profit

The Proforma Group has not provided any quarterly profit forecast and therefore no variance information is available for presentation. The analysis on the variance on profit forecast will only be applicable when the Proforma Group announces the results for the final quarter of the financial year ended 30 June 2005.

B5.
Tax expense

	
	(Proforma)

	
	Period ended

	
	30 September 2004

	
	RM'000

	
	

	In respect of the current period :
	

	
	

	Income tax
	                         590 

	Deferred tax
	                           89 

	
	                         679 

	
	

	Under/(Over) provision in respect of prior year :
	

	
	

	Income tax
	                           -   

	Deferred tax
	                           16 

	
	                           16 

	
	

	Total
	                         695 


The effective rate for the period under review is lower than the statutory income tax rate of 28% due mainly to the utilisation of tax losses and capital allowances brought forward.

B6.
Unquoted investments and / or properties


Save for the re-structuring exercise in conjunction with the listing of FMH as stated in Item A10 above, the Proforma Group has not disposed of any investments in any unquoted investments during the financial quarter under review. The gain on disposal of property, plant and equipment for quarter under review is RM72,913.

B7.
Quoted and marketable investments

There were no investments made in quoted and marketable securities during the financial quarter under review. 

B8.
Status of corporate proposal announced

Save for the listing of FMH on the Second Board of Bursa Securities, there is no corporate proposal announced but not completed as at the date of this announcement.

B9.
Proforma Group borrowings

The Proforma Group’s borrowings as at the end of the reporting quarter are as follows:

	
	
	(Proforma)

RM'000

	
	
	

	Payable within 12 months (secured)
	

	
	Term loans
	                       125 

	
	Hire purchase and leases
	                       334 

	
	Bank overdrafts
	                    2,763 

	
	
	                    3,222 

	
	
	

	Payable after 12 months (secured)
	

	
	Term loans
	                         76 

	
	Hire purchase and leases
	                       386 

	
	
	                       462 

	
	
	

	Total borrowings
	                    3,684 


B10.
Off balance sheet financial instruments

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

B11.
Change in material litigation

Save as disclosed below, neither FMH nor any of its subsidiaries in the Proforma Group is engaged in any litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the Company or any of its subsidiaries in the Proforma Group and the Board of Directors of FMH is not aware of any proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which might materially and adversely affect the position or business of the Company or any of its subsidiaries in the Proforma Group.

In respect of Kuala Lumpur High Court Suit No: MT5-22-878-2001 dated 27 November 2001 between Lee Chin Lai (“Lee”), FMM and Chew Chong Keat, Lee has filed a Writ of Summons against FMM and Chew Chong Keat for defamation pursuant to 2 internal memos sent by FMM and Chew Chong Keat to Lee and the employees of the FMM in respect of Lee. Lee is claiming for compensatory damages of RM2,000,000 against FMM and RM500,000 against Chew Chong Keat, exemplary/punitive damages, aggravated damages, an injunction against FMM and Chew Chong Keat, its servants or agents or otherwise from further publishing or causing to publish false statements and/or any matters which are derogatory and interests and costs. The matter has been fixed for trial from 14 to 16 February 2006.

The solicitors for FMM and Chew Chong Keat are of the opinion that the suit by Lee against FMM and Chew Chong Keat is frivolous.

B12.
Basic earnings per share

The basic earning per share for the current quarter and cumulative year to date are computed as follow:-

	
	(Proforma)
	
	(Proforma)

	
	Current Year Quarter Ended
	
	Current Year To-date Ended

	
	30.9.04
	
	30.9.04

	
	
	
	

	Profit after tax (RM'000)
	           1,853 
	
	           1,853 

	
	
	
	

	Proforma number of ordinary shares of  RM0.50 each assumed in issue ('000)
	          85,200
	
	85,200

	
	
	
	

	Basic Earnings Per Share based on proforma number of ordinary shares of RM0.50 each assumed in issue (sen)
	 2.17
	
	2.17 


