NATIONWIDE EXPRESS COURIER SERVICES BERHAD

(COMPANY NO: 133096-M)

Quarterly Announcement For The Quarter Ended 30 June 2007


NOTES TO THE INTERIM FINANCIAL STATEMENTS

Selected Explanatory Notes:

· Part A – Explanatory Notes Pursuant to FRS 134 (Interim Financial Reporting)

· Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirement of Bursa Malaysia Securities Berhad  

Part A – Explanatory Notes Pursuant to FRS 134

A1.
Basis of Preparation 

The interim financial statements have been prepared under the historical cost convention.

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 March 2007. 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 March 2007.

A2.

Changes in Accounting Policies

The significant accounting policies and methods of computation in the interim financial statements are consistent with those in the annual financial statements for the year ended 31 March 2007 except for the changes in accounting policy arising from the adoption of the following new or revised Financial Reporting Standards (“FRS”):

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of FRS 124 will not have a significant financial impact on the Group. The principal effect of the change in accounting policy resulting from the adoption of the revised FRS 117 is explained below:

Prior to 31 March 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings.
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A2.

Changes in Accounting Policies (Contd)

Leases of land and buildings are classified as operating or finance leases in the same way as leases of other assets, and the buildings are considered separately for the purposes of lease classification. Leasehold land is now classified as operating lease and when necessary, the minimum lease payments or the up-front payments made are allocated between land and the buildings elements in proportion to the relative fair values for leasehold interests in the land element and building element of the lease at the inception of the lease. The up-front payment represents prepaid land lease payments and are amortised on a straight-line basis over the lease term.

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. The reclassification of leasehold land from property, plant and equipment to prepaid land lease payments has been accounted for retrospectively in the consolidated balance sheets. As at 31 March 2007, the total unamortised amounts of leasehold land amounting to RM15.11 million are retained as the carrying amount of prepaid land lease payments and are amortised on a straight-line basis over their lease terms. However, the adoption of the revised FRS 117 has no financial effect on the consolidated income statements.

The following comparative amounts have been restated due to the adoption of the revised FRS 117:

	
	Restated

RM’000
	Previously Stated

RM’000

	As at 31 March 2007

Property, plant and equipment

Prepaid land lease payments
	16,914

15,108
	32,022

-

	Total
	32,022
	32,022


A3.

Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 March 2007 was unqualified.

A4.
Seasonal and cyclical factors

The business operations of the Group are not affected by any seasonal and cyclical factors.

A5.

Unusual items due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during financial period ended 30 June 2007.
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A6.
Changes in estimates

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

A7.
Issuances, cancellation, repurchases, resale and repayment of debts and equity securities

There were no issuances and repayment of debt and equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares for the current financial year to-date.

A8.
Dividends paid


No dividend was paid in the quarter under review.

A9.
Segmental revenue and segment result for business segments


The Group operates predominantly in Malaysia and is principally involved in the courier services and freight forwarding business. 

A10.
Valuation of property, plant and equipment


Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

A11.
Subsequent material events

On 31 July 2007, Nationwide Express has entered into a Memorandum of Understanding ("MOU") with Garbiyat Service Trading of the Kingdom of Saudi Arabia ("Garbiyat") to establish on bilateral basis the provision of logistics services using the brand name of Nationwide Express in the Kingdom of Saudi Arabia (“the Proposal”). 

Garbiyat is a company incorporated in the Kingdom of Saudi Arabia and has its registered office at P.O. Box 16018, Code 21955 Makkah, Kingdom of Saudi Arabia.  Garbiyat is carrying on the business of trading, hotel management and marketing of products and services and has the expertise in the development of new businesses in the Kingdom of Saudi Arabia and throughout the Gulf countries.

The salient terms of the MOU are as follows:-

(a) The Parties shall engage in discussion of entering into business relationships in the Kingdom of Saudi Arabia to determine:-

(i) the scope of the arrangement of the Parties thereto, and

(ii) the rights, liabilities and relationship of the Parties in relation 

thereto, in particular:-
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A11.
Subsequent material events (Contd)

I. Nationwide Express shall provide the brand name as well as the technical expertise in the business of air courier services, general carriers and forwarding agents, warehousemen, bonded warehousemen and carriers by all means of transport, by land, sea and air in the Kingdom of Saudi Arabia; and

II. Garbiyat shall provide the infrastructure, the resources and the expertise in the development of new businesses in the Kingdom of Saudi Arabia.

(b) This MOU shall become effective upon execution and shall terminate upon 

the earliest occurrence of any of the following events:-

(i) an agreement is signed by the Parties thereto; or

(ii) the Parties mutually agree to terminate this MOU.

(c) This MOU represents the intent and mutual understanding of the Parties

 thereto but does not constitute nor is deemed as a formal agreement 

between the Parties.

(d) This MOU shall enter into force on the date of this MOU and shall be valid

for a term of one (1) year.  This MOU shall be automatically extended for a further period of one (1) year at a time unless or until such a time when it is terminated by either Party who shall give to the other one (1) month notice in writing of its intention to terminate this MOU.

The MOU has launched an international strategic cooperation to enhance logistics efficiency between Malaysia and the Kingdom of Saudi Arabia.  The strategic cooperation will enable the enhancement of the bilateral logistics business efficiency between Nationwide Express and Garbiyat.  Through this cooperation, Malaysia will become the regional hub for the outbound and inbound logistics from the Kingdom of Saudi Arabia in the ASEAN region.  Concurrently, through this strategic cooperation, the Kingdom of Saudi Arabia will act as the hub serving the Gulf countries for the delivery of document, parcel and cargo from Malaysia and the ASEAN countries.

A12.
Changes in the composition of the Group

On 8 August 2007, the Company had acquired two (2) ordinary shares of RM1.00 each, representing the entire issued and paid-up share capital of a shelf company namely Ambang Revolusi Sdn Bhd (“ARSB” ) (Company No: 767750-A) for a cash consideration of RM2.00 only from the subscriber shareholders. ( “the Acquisition” )
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A12.
Changes in the composition of the Group (Contd)

With the above said Acquisition, ARSB has become a wholly-owned subsidiary of the Company.  ARSB was incorporated on 30 March 2007 as a private company under the Companies Act, 1965.  The authorized share capital of ARSB is RM100,000 comprising of 100,000 ordinary shares of RM1.00 each with an issued and paid-up share capital of RM2.00 comprising of two (2) ordinary shares of RM1.00 each.

ARSB is presently dormant and its intended principal activity is to manage and operate a chain of boutique shops offering Nationwide Express’ range of products and services, including that of courier and logistics services via a retail concept.  As such, Nationwide Express will become a one-stop solutions provider for its customers with diverse expectations and demands.

With effect from 10th August 2007, ARSB has changed its name to Nationwide Express Retail Sdn. Bhd. (“NER”).  The Certificate of Incorporation on Change of Name of NER was issued by the Companies Commission of Malaysia on 10th August 2007.

A13.
Changes in contingent liabilities

There were several claims totaling RM181,000 (2006: RM180,000) from third parties. On the merits of the cases and as supported by legal advice, no provision for the potential consequential loss has been made in the financial statements.

Save for the above, there were no additional contingent liabilities for the Group as at the date of this announcement.

A14.
Capital commitments

The amount of commitments for purchase of property, plant and equipment not provided for in the interim financial statements as at 30 June 2007 is as follows: 

	
	RM ‘000

	Approved and contracted for

Approved but not contracted for
	555

7,824


        8,379
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A15.
Related party transactions 


Current

                                                                                                    Period- to- date

                                                                                                  30 June 2007

                                                                                                            RM ‘000

Company

Percetakan Keselamatan Nasional-   delivery and courier charges
(26)


-   delivery and forwarding charges
(51)


-   rental expense payable
25




Percetakan Keselamatan Nasional is a related party to the Company by virtue of a common substantial shareholder, BHR Enterprise Sdn. Bhd.

The Directors are of the opinion that the transactions above have been entered into in the normal course of business and established under terms that are not materially different from those obtainable with unrelated parties.

A16.    Acquisition of property, plant and equipment

            As at the end of the financial period ended 30 June 2007, the Group has      

            acquired the following assets: -  



    Current

                                                                                                    Period- to- date

                                                                                                   30 June 2007

                                                                                                              RM ‘000

Capital Work in Progress
   24

Leasehold Improvements
   23

Computers, Office and Machinery Equipments
 195

Furniture & Fittings                                                                                               6

Motor Vehicle                                                                                                      45                          


                                                                                                                293
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Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of     Bursa Malaysia Securities Berhad


B1.
Review of performance

For the current financial period ended 30 June 2007, the Group’s turnover decreased by 5.19% from RM19.28 million recorded in the last corresponding period to RM18.28 million in the current period due to the slightly lower contribution from subsidiaries. Profit before tax decreased by 26.69% from RM2.36 million to RM1.73 million in the current period.

B2.

Quarterly analysis

For the quarter ended 30 June 2007, the Group recorded revenue of RM18.28 million, a decrease of 2.92% from the RM18.83 million achieved in the quarter ended 31 March 2007 mainly due to the lower contribution from subsidiaries. Profit before tax decreased by 27.0% from RM2.37 million recorded in the previous quarter to RM1.73 million in the current quarter. Profit after tax increased by RM0.06 million, from RM1.36 million in the previous quarter to RM1.42 million in the current quarter.

B3.
Current year prospects

The Group expects the business environment for the coming quarter to continue to be challenging, and the results to remain satisfactory.

B4.

Explanatory notes on variances with profit forecasts or profit guarantee


Not applicable as the Group did not issue any profit forecasts and/or profit guarantee to the public.

B5.
Taxation


Taxation for the period comprises the following:

	
	               Current

  Quarter Ended        30 June

2007                 
	Previous Quarter Ended       30 June

 2006                    

	
	             RM ‘000
	RM ‘000



	Income tax                        
	389
	599

	Deferred tax                                                      
	                   (81)
	           (17)

	Total Income Tax Expenses
	    308
	582   


  

The effective tax rate for the current quarter and period was lower than the statutory tax rate mainly due to the utilization of unabsorbed tax losses by a subsidiary based in Singapore and the lower tax rate applicable to active subsidiaries.
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B6.
Sale of unquoted investments and properties


There was no sale of unquoted investments and properties for the quarter ended 30 June 2007.

B7.

Purchase or disposal of quoted securities

There was no purchase or disposal of quoted securities in the current quarter ended 30 June 2007.

B8.
Corporate proposals

There was no corporate proposal announced in the current quarter ended 30 June 2007.

B9.

Off balance sheet financial instruments


The Group is not a party to any financial instruments, which may have off-balance sheet risks at the date of this report.

B10.
Changes in material litigation

There have been no changes in material litigation since the last annual balance                 sheet date of 31 March 2007.

B13.
Dividends

The directors proposed a final dividend of 2% tax exempt and 4% less 27% tax (2006: 6.5% less 28% tax) amounting to RM2.958 million (2006: RM2.814 million) in respect of the financial year ended 31 March 2007 for shareholders’ approval at the forthcoming Annual General Meeting, payable on 31 October 2007.

B14.
Earnings per share


(a) Basic

Basic earnings per share are calculated by dividing the net profit for the period attributable to the shareholders by the weighted average number of ordinary shares in issue during the period.

	
	Current Quarter Ended 30 June 2007
	Corresponding Quarter Ended 30 June 2006

	Net profit for the period   

(RM ‘000)                    
	1,420
	1,773

	Weighted average/ number of 

ordinary shares in issue ( ‘000)         
	60,116
	60,116

	Basic EPS

(sen)                                
	2.36
	2.95


NATIONWIDE EXPRESS COURIER SERVICES BERHAD

(COMPANY NO: 133096-M)

Quarterly Announcement For The Quarter Ended 30 June 2007


(b) Diluted

The diluted earnings per share is not presented as the assumed conversion of ESOS in the financial period had an anti-dilutive effect on the earnings per share of the Group.

B14.
Authorisation for Issue


The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors on 23 August 2007.

BY ORDER OF THE BOARD

Abu Zahren Bin Md Yusof

Ahmad Najmi bin Mahfodz

Company Secretaries  

23 August 2007
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