EMC LOGISTICS BHD (Company No.8386-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE 4TH FINANCIAL QUARTER ENDED 31 DECEMBER 2000

NOTES

1. Accounting Policies
All significant Group accounting policies and methods of computation are consistent with those applied in the most recent audited annual financial statement.

 2.   Exceptional Items

The exceptional items during the period under review comprises the following:


RM’000

Deficit arising from revaluation of certain properties of the Group
1,867

Loss on disposal of an associate company
122

Provision for import duties
1,068


3,057

 3.   Extraordinary Items

There were no extraordinary items during the period under review.

 4.   Taxation


RM’000

Tax charge on profit for the financial year  
(3)

Write-back of provision for deferred tax
87


84

Underprovision of tax in respect of previous 

financial years
(1)


83

The above are in respect of certain subsidiary companies. 

 5.   Pre-Acquisition Profits

There were no pre-acquisition profits during the period under review.

 6.   Sale of Investments and/or Properties

During the preceding quarter, EMC Marketing Sdn Bhd, a wholly owned subsidiary of EMC Logistics Berhad disposed its entire 23.45% equity or 161,250 ordinary shares of RM1.00 each in E&C Development Sdn Bhd at RM1.30 per share. 


RM

Sales proceeds

209,625

Less: Cost of investment
   173,500

Gain on disposal (Company level)
36,125

Less: Share of post acquisition profits    previously recognised
   157,642

Loss on disposal (Group level)
(121,517)




There were no sales of investments or properties during the period under review.

 7.   Quoted Securities

There were no purchases or disposals of quoted securities during the period under review.

 8.   Changes in Composition of the Company
In April 2000, a special resolution to voluntarily wind up EMC-Petronesa Sdn Bhd (‘EMCP”), a 51% equity owned subsidiary company of EMC Logistics Berhad was passed and a liquidator appointed for this purpose. Following this, in June 2000, the surplus arising from the realisation of EMCP assets net of payments to creditors was distributed to the members.






RM

Distribution of surplus
136,591

Less: Cost of investment
153,000   

Loss on realisation (Company level)
(16,409)

Less: Share of post acquisition Profits previously recognised
   14,568

Loss on relisation (Group level)
  (1,517)




There were no other changes in the composition of the company during the period under review.

 9.   Status of Corporate Proposals
On 19th April 2000, the Company announced that it proposes to undertake a corporate exercise comprising the following:

-
Proposed bonus issue

· Proposed acquisitions

· Proposed waiver of mandatory offer

· Proposed rights issue

· Proposed special issue

· Proposed offer for sale

· Proposed increase in authorised share capital; and

· Proposed transfer and listing of EMC Logistics Bhd on the main Board of KLSE

The above proposals were submitted to the relevant authorities on 28 June 2000 for their approval. The approvals from the Foreign Investment Committee and the Ministry of International Trade and Industry on the proposed corporate exercise were obtained on 12 September 2000 and 18 September 2000 respectively. 

The Securities Commission (SC) vide its letter dated 7 November 2000 approved the proposed corporate exercise with the exception of the Proposed bonus issue which was rejected. Contents of the aforementioned approval letter is summarised in our announcement dated 9 November 2000. 

On 12 December 2000, an Extraordinary General Meeting was held and the resolutions relating to the aforementioned corporate proposals as approved by SC were duly passed. Following this the Company increased its authorised share capital from RM20,000,000 to RM250,000,000 by the creation of 230,000,000 new ordinary shares of RM1 each.

Subsequent to the end of the current reporting quarter, the Company had on 8 January 2001 completed the acquisitions of the entire issued and paid-up share capital of Sanbumi Sawmill Sdn Bhd and Akalaju Sdn Bhd. The Company issued and allotted 127,628,623 new ordinary shares of RM1 each at an issue price of RM1.96 per share as settlement of the purchase consideration on the acquisitions. 

As of the date of this report, the following corporate proposals as approved by SC is pending completion:

· Proposed rights issue

· Proposed special issue

· Proposed offer for sale

· Proposed transfer and listing of EMC Logistics Bhd on the main Board of KLSE

10.   Seasonality and Cyclicality of Operations

There is no seasonality or cyclicality factor on the operations of the company.

11.   Changes in Debt and Equity

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held treasury shares and resale of treasury shares during the period under review.

12.   Group Borrowings

The details of Group borrowings as at 31 December 2000 are as follows:-

a) Secured and Unsecured Borrowings:-


RM’000

Secured
36,149

Unsecured
  7,584


43,733

b) Short Term And Long Term Borrowings:-


RM’000

Short Term 
36,200

Long Term 
  7,533


43,733

Note: Long term borrowings:-

RM’000

Repayable within next 12 months 
7,533

Repayable after the 12 months  
  -


  7,533

13.   Contingent Liabilities


Group
Company


RM’000
RM’000

Guarantees given to third parties for credit facilities granted to subsidiary companies
-
16,585

14.   Off Balance Sheet Financial Instruments

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

15.   Pending Material Litigation

The material litigation of the Group pending as at the date of this announcement are as follows:-

i) On 11 March 1998, EMC Cranes Sdn Bhd, a wholly owned subsidiary of EMC Logistics Bhd, filed a civil suit against CH Steel Bhd for a sum of RM1,001,484.99 being debt due for rental of cranes. The Order for Direction was obtained in October 2000 and our solicitors have filed the list of documents for exhibit as required. The trial date is yet to be fixed. 

ii)
On 30 January 2001, EMC Cranes Sdn Bhd served a fresh notice of demand to Kuala Yakin Sdn Bhd for a sum of RM3,943,498.68 being debt due for purchases of buses. The Company’s solicitors are pursuing the matter. 

iii)
On 30 January 2001, EMC Cranes Sdn Bhd served a fresh notice of demand to Syarikat Kenderaan  Bukit Gantang Bhd for a sum of RM4,429,979 being debt due for purchases of buses.  The Company’s solicitors are pursuing the matter.

iv)
EMC Logistics Bhd and its subsidiaries EMC Cranes Sdn Bhd and EMC Marketing Sdn  Bhd have been served with letter of demand from OCBC Bank Bhd, OUB Bank Berhad, RHB bank Berhad for the settlement of overdrawn banking facilities. We have negotiated with the banks to withhold all intended legal actions pending the outcome of our proposed corporate exercise. 

v)
On 27 June 1998, TR Enterprise Sdn Bhd filed a civil suit against EMC Cranes Sdn Bhd for a sum of RM506,298.07, being debt due for rental of cranes. On 5 May 2000, judgement was entered against EMC Cranes Sdn Bhd for the said sum. An appeal against the decision was filed and on 7 July 2000 our appeal was dismissed with costs. We have negotiated and agreed with the creditor to settle the judgement sum in twelve equal installments in return of him withholding any further legal actions.

16.   Segmental Analysis 


Turnover
Loss Before Tax
Assets Employed


RM’000
RM’000
RM’000

Mobile Crane Services
10,875
6,322
19,564

Freight
5,781
318
3,639

Trading
2,533
252
2,671

Investments
946
2,112
44,654

Warehousing service
778
53
441

Container Handling Services
      451
       379
       184


21,364
9,437
71,153

Associated companies
          0   
        117
       595


  21,364
 (9,554)
  71,748

17.   Comments On Material Change In Loss Before Tax
The Group recorded a significant increase in the loss before tax for the 4th quarter as compared to the 3rd quarter of FY2000 mainly due to the recognition and inclusion of the exceptional items, as disclosed in Note 2 above, of RM3.057 million, the provision of RM1.244 million made for debts deemed doubtful of collection as at year end and the higher interest on borrowings as a result of the deferment of repayment in view of the completion of the corporate proposals. 

18.   Review Of Results

The Group recorded a small decline in turnover of approximately 3% as compared to that in the preceding quarter. The Group’s turnover for the 4th quarter stood at RM5.54 million, with revenue derived from mobile crane operations, the core business of the Group, contributing approximately 51% of total turnover for the 4th quarter. This is a decline in contribution from the core business that recorded a 57% contribution in the previous quarter which is mainly due to the decline in demand for services as a result of the long holiday season. 

Though there was an approximate 30% increase in turnover for the year as compared to the previous year, the Group continued to suffer pre-tax losses mainly due to huge depreciation charge, escalating cost of interest on borrowings and the necessity for provision on certain debts and expenses. 

At the date of this report, the Directors are not aware of any items, trend or event of a material and unusual nature not otherwise dealt with in this report which would affect substantially the earning and /or revenue of the Company and the Group for the quarter under review. 

19.   Current Year Prospects

The Directors expect a significant improvement in the Group results in the forthcoming financial year with the injection of the new business that would eventually be the new core business of the Group. The Directors are of the opinion that the performance of the existing core business may continue to move forward in the forthcoming quarter provided that there is no adverse decline in the current economic condition. 

20.   Variance Of Actual Profit From Forecast Profit And Shortfall In Profit Guarantee

Not Applicable

21.   Dividends

No dividend has been paid, declared or proposed since the end of the previous financial year.

By Order Of The Board

EMC LOGISTICS BHD

Molly Gunn Chit Geok

Company Secretary

22 February 2001

