EMC LOGISTICS BHD (Company No.8386-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE 2ND FINANCIAL QUARTER ENDED 30 JUNE 2001

NOTES

1. Accounting Policies
The consolidated financial statement for the financial quarter incorporate the financial statements of the Company and all its subsidiary companies made up to the end of the financial quarter. The acquisition method is principally used to consolidate the results of the subsidiary companies. Where the subsidiary companies were acquired by way of issue of shares and satisfy the requirements of Malaysian Accounting Standard No. 2, the merger method of accounting is used to consolidate the results of those subsidiary companies.
Under the acquisition method, the results of the subsidiary companies acquired or disposed of during the financial period are included in the consolidated income statement from the date of acquisition or up to the date of disposal. The difference between the consideration paid for the investment in the subsidiary companies and the fair value of attributable net assets acquired is reflected as goodwill or reserve on consolidation.

Under the merger method, the results of the subsidiary companies are included in the consolidated financial statements as if the merger had been effected throughout the current and previous financial periods. The difference between the carrying value of the investment in the subsidiary companies and the nominal value of shares acquired is taken to the merger reserve.

For illustrative purposes, the comparatives for the consolidated results have also been restated to accord comparison as if the merger had been effected throughout the previous financial periods.

All other significant Group accounting policies and methods of computation, with exception to those stated above, are consistent with those applied in the most recent audited annual financial statement which are in compliance with applicable approved accounting standards in Malaysia.

2. Exceptional Items
There were no exceptional items during the financial quarter under review.

3. Extraordinary Items
There were no extraordinary items during the financial quarter under review.

4. Taxation

	
	RM’000



	Tax charge on the profit of a subsidiary company for the financial year-to-date 
	(4,255)

	
	


The tax charge is calculated based on the prevailing statutory tax rate.

5. Sale of Unquoted Investments and/or Properties

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

6. Purchases or Disposal of Quoted Securities

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

7. Changes in Composition of the Group
On 8 January 2001 the Company 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. With these acquisitions the Group expands its horizons and diversifies into the timber industry which would be the new core business of the Group. Following this, with effect from 11 June 2001 the KLSE reclassified the Company from the “Trading/Services” sector to the “Industrial Products” sector.

There were no other changes in the composition of the Group during the financial quarter under review.

8. Status of Corporate Proposals
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. 

On 2 May 2001, the Securities Commission (“SC”) approved the Company’s application for an extension of time to 6 November 2001 for the completion of the corporate exercise.

As of the date of this report, the following corporate proposals as approved by the SC via their letter dated 7 November 2000 is pending completion:

· Proposed rights issue

· Proposed special issue

· Proposed offer for sale

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

9. 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 financial quarter under review.

10. Group Borrowings

The details of Group borrowings as at 30 June 2001 are as follows:-

a) Secured and Unsecured Borrowings:-

	
	RM’000

	Secured
	52,100

	Unsecured
	  7,775

	
	59,875


b) Short Term and Long Term Borrowings:-

	
	RM’000

	Short Term 
	59,875

	Long Term 
	         0

	
	59,875


Note: Long term borrowings:-
	
	RM’000

	Repayable within next 12 months 
	-

	Repayable after the 12 months  
	  -

	
	  -


11. Contingent Liabilities

	
	Group
	Company

	
	RM’000
	RM’000

	Guarantees given to third parties for credit facilities granted to subsidiary companies
	-
	17,673


There were no changes in contingent liabilities since the date of the last annual balance sheet of the Group to the date of this report.

12. Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of this report.

13. Pending Material Litigation
The material litigation of the Group pending as at the date of this report is 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. A ‘ Notis Menghadiri Pengurusan Kes Sebelum Perbicaraan’ was served and the hearing was fixed on 14 May 2001 where our solicitors had applied to amend further the ‘Statement of Claims’. The amended ‘Statement of Claims’ will be filed soon and the Company will be advised on the new hearing date. 

ii)
On 25 April 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 25 April 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 completion of the 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 installments in return for withholding any further legal actions.

14. Segmental Analysis
	
	Turnover
	Profit/(Loss) Before Tax
	Assets Employed

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Processing and trading in timber
	 101,502
	    14,835
	  119,412

	Mobile Crane
	6,131
	(377)
	19,384

	Freight
	2,820
	(91)
	3,470

	Trading
	1,589
	61
	1,327

	Investments
	456
	(706)
	46,142

	Warehousing service
	347
	0
	531

	Container handling services
	          5
	            7
	         159

	
	112,850
	13,729
	190,425

	Associated companies
	          0   
	       (35)
	         569

	
	 112,850
	     13,694
	  190,994


No geographical analysis has been prepared as the Group operates wholly in Malaysia.

15. Comments On Material Change In Profit/(Loss) Before Tax
The Group recorded a profit before tax (PBT) of RM9.1 million in the 2nd quarter of FY2001 as compared to the RM4.6 million recorded in the 1st quarter of FY2001. The Group PBT is mainly derived from the new core business i.e. the processing and trading in timber. The higher Group PBT for the current quarter is attributed mainly to the higher volume of business activities and efficiency as compared to the previous where long shutdowns for festivity holidays were experienced. 

16. Review Of Results
The Group recorded an increased turnover of approximately 6% as compared to that in the preceding quarter. The Group’s turnover for the 2nd quarter stood at RM58.0 million with revenue derived from the new core business of the Group i.e. the processing and trading in timber, contributing an approximate 90% whereas the mobile crane operations and freight services contributed approximately 6% and 2% respectively of total turnover. 

The year-to-date turnover of the Group stood at RM112.9 million. The revenue derived from the new subsidiary companies involved in the timber related business segment overwhelmed those from the logistics related business segment at a contribution ratio of approximately 9:1. This trend is expected to continue in the forthcoming quarters. 

17. Subsequent Events

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 financial quarter under review. 

18. Seasonality And Cyclicality Of Operations
The timber related business segment of the Group is affected by the seasonal changes in weather and buying patterns. There is no seasonality factor on the operations of the logistics related business segment of the Group.

19. Current Year Prospects
The strong signs of a continuing slowdown in the world economy following the poor performances by the major players are expected to significantly influence the future growth of the Group’s business. The export orientated timber related core business segment of the Group will take steps to intensify its marketing efforts in order to ride out of this sluggish period. The Group will also adopt cautious approach in all dealings and introduce cost control measures during this period. Barring any unforeseen circumstances the Directors expect a continuing improvement in the results of the Group for the forthcoming financial quarters. 

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
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