NATIONWIDE EXPRESS COURIER SERVICES BERHAD
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NOTES TO THE INTERIM FINANCIAL STATEMENTS

Selected Explanatory Notes:

· Part A – Explanatory Notes Pursuant to MFRS 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 MFRS 134

A1.
Basis of Preparation and Changes in Accounting Policies

The financial statements of the Group and of the Company have been prepared in accordance with Malaysian Financial Reporting Standard ("MFRS") as issued by Malaysian Accounting Standards Board ("MASB"), International Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia. The financial statements also comply with the International Financial Reporting Standards as issued by the International Accounting Standards Board.
The financial statements have been prepared on the historical cost basis except as disclosed in the accounting policies below.
The financial statements are presented in Ringgit Malaysia (RM) and all values are rounded to the nearest thousand (RM’000) except when otherwise indicated.
A2.
Changes in Accounting Policies 
On 1 April 2013, the Group adopted the following new and amended MFRSs and Ic Interpretation mandatory for the financial periods beginning on or after 1 April 2013.

	
	
	
	
	
	
	
	
	
	
	Effective for annual 

	
	
	
	
	
	
	
	
	
	
	 period beginning 

	Description
	
	
	
	
	
	
	
	
	
	on or after 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	MFRS 3
	
	
	Business Combination
	
	1 April 2013

	
	
	
	(IFRS 3 issued by IASB in March 2014)
	
	

	MFRS 10
	
	
	Consolidated Financial Statements
	
	1 April 2013

	MFRS 11
	
	
	Joint Arrangements
	
	1 April 2013

	MFRS 12
	
	
	Disclosure of Interest in Other Entities
	
	1 April 2013

	MFRS 13
	
	
	Fair Value Measurement
	
	
	
	1 April 2013

	MFRS 119
	
	Employee Benefits
	
	  1 April 2013

	
	
	     (IAS 19 as amended by IASB in June 2011)
	
	

	MFRS 127
	
	Consolidated and Separate Financial Statements (IAS 27
	
	  1 April 2013

	
	
	     as amended by IASB in December 2003 and May 2011)
	
	

	MFRS 128
	
	Investments in Associates and Joint Ventures
	
	  1 April 2013

	
	     (IAS 28 as amended by IASB in May 2011)
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A2.
Changes in Accounting Policies (Contd.)
On 1 April 2013, the Group adopted the following new and amended MFRSs and Ic Interpretation mandatory for the financial periods beginning on or after 1 April 2013 (contd.)

	
	
	
	
	
	
	
	
	
	
	Effective for annual 

	
	
	
	
	
	
	
	
	
	
	 period beginning 

	Description
	
	
	
	
	
	
	
	
	
	on or after 

	Amendments to 
	
	
	

	   MFRS 1
	
	 First-Time Adoption of Malaysian Financial Reporting
	  1 April 2013

	Amendments to 
	    Standards
	
	

	   MFRS 1
	
	Government Loans
	  1 April 2013

	Amendments to 
	Disclosure-Offsetting Financial Assets and
	
	

	   MFRS 7
	
	   Financial Liabilities
	
	
	  1 April 2013

	IC Interpretation
	Stripping Costs in the Production Phase of a 
	
	
	
	

	   20
	
	
	      Surface Mine
	
	
	
	
	
	1 April 2013

	Amendments to
	Consolidated Financial Statements: 
	
	
	
	

	   MFRS 10
	
	   Transition Guidance
	
	
	
	1 April 2013

	Amendments to
	Joint Arrangements:
	
	
	
	

	   MFRS 11
	
	   Transition Guidance
	
	
	
	1 April 2013

	Amendments to
	Disclosure of Interest in Other Entities:
	
	
	
	

	   MFRS 12
	
	   Transition Guidance
	
	
	
	1 April 2013

	Amendments to 
	Presentation of Items of Other Comprehensive Income
	
	
	
	

	   MFRS 101
	
	     (Annual Improvements 2009-2011 Cycle)
	
	1 April 2013

	Amendments to 
	Property, Plant and Equipment 
	
	
	
	

	MFRS 116
	
	     (Annual Improvements 2009-2011 Cycle)
	
	1 April 2013

	Amendments to 
	Financial Instruments : Presentation
	
	
	
	

	   MFRS 132
	
	     (Annual Improvements 2009-2011 Cycle)
	
	1 April 2013

	Amendments to 
	Interim Financial reporting 
	
	
	
	

	MFRS 134
	
	     (Annual Improvements 2009-2011 Cycle)
	
	1 April 2013


A3.
Standards and interpretations issued but not yet effective 

The Group has not adopted the following standards and interpretations that have been issued but not yet effective.

	MFRS 9
	Financial Instruments (IRFS 9 issued by  
	
	
	
	

	
	      IASB in November 2009 and IFRS 9
      Issued by IASB in October 2010)
	
	         1 April 2015
	

	IC Interpretation 21
	Levies
	
	         1 April 2015
	

	Amendments to 
	 Offsetting Financial Assets and Financial 
	
	
	
	

	   MFRS 132
	
	       Liabilities
	
	1 April 2015 
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A3.
Standards and interpretations issued but not yet effective (contd.)

The Group has not adopted the following standards and interpretations that have been issued but not yet effective (contd.).
	Amendments to 
	
	
	
	
	

	   MFRS 10, MFRS 12, MFRS 127
	      Investment Entities  
	
	     1 April 2015
	

	Amendments to 
	Recoverable Amount Disclosure for Non-                    
	
	
	
	

	   MFRS 136
	
	       Financial Assets
	
	     1 April 2015 

	Amendments to 
	Novation of Derivatives ad Continuation of  
	
	
	
	

	   MFRS 139
	
	       Hedge Accounting
	
	     1 April 2015 


The directors expect that the adoption of the above standards and interpretations will have no material impact on the financial statements in the period of initial application.

A4.

Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 March 2013 was unqualified.
A5.
Seasonal and Cyclical Factors

The business operations of the Group are not affected by any seasonal and cyclical factors. 
A6.

Unusual items due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial year ended 31 March 2014.
A7.
Changes in Estimates

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

A8.
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.

A9.
Dividends Paid

No dividend was paid in the quarter under review.
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A10.
Segmental Revenue and Results
The Group is organised into the following business segments:

i.    Express courier services ("Courier") which consist of express courier services, retail and   mailroom management services;

ii.   Freight forwarding and warehousing services ("Freight") consist of freight forwarding services, trucking services and warehousing services; and

iii. Others consist of retail services (previous corresponding year) and customised overseas logistics services.

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	As per

consolidated financial

statements

	Current 

Year-to-Date 
	
	
	
	
	
	Other segments
	
	
	
	

	
	
	Courier
	
	Freight
	
	
	
	Eliminations
	
	

	       31 March 2014
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	        Revenue
	90,494 
	
	       7,454 
	
	        3,887
	
	       (4,093)
	
	97,742 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	        Segment
        loss net of tax
	(139)       
	
	            (648)
	
	             (104)
	
	         -
	
	(891)


	
	
	
	
	
	
	
	
	
	
	
	
	
	As per

consolidated financial

statements

	  Corresponding 

     Year-to-Date  
	
	
	
	
	Other segments
	
	
	
	

	
	Courier
	
	Freight
	
	
	
	Eliminations
	
	

	       31 March 2013
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	       Revenue
	     91,023 
	
	       8,047 
	
	        7,861
	
	       (7,895)
	
	      99,036 

	
	
	
	
	
	
	
	
	
	

	       Segment loss net      

       of tax
	       (1,610)
	
	            (1,021)
	
	             (291)
	
	         -
	
	        2,922


Geographical information

The activities of the Group during the current and previous corresponding year substantially relate to the providing of express courier services, trucking services, freight forwarding services, customised logistics services, mailroom management services, retail and warehousing and are predominantly conducted in Malaysia.
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A10.
Segmental Revenue and Results (contd.)
Geographical information (contd.)

Consequently, revenue and non-current assets information based on the geographical location of customers and assets is predominantly in respect of Malaysia.
A11.
Notes to the Condensed Consolidated Income Statement of Comprehensive Income
PBT/(LBT)is arrived at after charging / (crediting) the following items:

	
	Individual
	
	Cummulative

	
	Current
	
	Corresponding
	
	
	
	

	
	Quarter 
	
	Quarter 
	
	Year
	
	Year

	
	Ended
	
	Ended
	
	Ended
	
	Ended

	
	31-Mar
	
	31-Mar
	
	31-Mar
	
	31-Mar

	
	2014
	
	2013
	
	2014
	
	2013

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	    (a)  Interest expense
	57
	
	1
	
	70
	
	13

	    (b)  Interest income
	(35)
	
	(65)
	
	(241)
	
	(254)

	(c) Net impairment loss of trade and other receivables
	1,250
	
	87
	
	1,794
	
	827

	(d) Net Impairment loss for 

inventories
	199
	
	-
	
	199
	
	-

	    (e)  Depreciation of  property,    

          plant & equipment
	1,285
	
	951
	
	4,041
	
	3,388

	    (f)  Gain on disposal of 

          property, plant
	(16)
	
	-
	
	(16)
	
	(258)

	    (g)  Net loss on foreign
         exchange
	5
	
	6
	
	35
	
	26


A12.
Valuation of Property, Plant and Equipment


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

A13.
Subsequent Material Events



There were no material events subsequent to the end of the current quarter.

A14.
Changes in the Composition of the Group



There were no changes in the composition of the Group during the current quarter.
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A15.
Changes in Contingent Liabilities

There were several claims totaling RM78,650 (2013 : nil) 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.

A16.
Capital Commitments

The amount of commitments for purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2014 are as follows:

	
	  RM ‘000

	Approved and contracted for
	         561

	Approved but not contracted for
	1,022


A17.
Related Party Transactions                                                                                                 

                                                                                                               
                        Current 









                
         Year – to - date

 
    31 March 2014
                                                                                                                                             RM’000                                                                         

Company

Percetakan Keselamatan Nasional-   delivery and courier services rendered

      210
Sdn. Bhd.
-   rental expense payable

      (63)

Percetakan Keselamatan Nasional Sdn. Bhd. is a related party to the Company by virtue of a common ultimate 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.
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A18.    Acquisition of Property, Plant and Equipment

As at the end of the financial year ended 31 March 2014, the Group has acquired the following assets: -  

			Current


	 Year-to-date       


	31 March 2014

			RM'000


	Capital in Progress (CIP)

		241

	Leasehold improvements

		        211

	Motor Vehicle
	5,421

	Computer/machine/office equipment

	1,020

			
	Furniture & Fittings

		            85

			    6,978
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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

Group Performance
	
	Current
	Previous
	
	

	(RM Million)
	YTD
	YTD
	Variance
	%

	Revenue
	               97.74 
	             99.04 
	      (1.30)
	-1.31

	Loss Net of Tax
	                 (0.89)
	              (2.92)
	       2.03 
	69.52


The Group revenue for the year ended 31 March 2014 stood at RM97.74 million as compared to RM99.04 million in the previous year, a decrease of RM1.30 million (1.31%) due to the lower revenue contributed by each segment during the year.

The Group’s loss net of tax for the year was RM0.89 million compared to a loss net of tax of RM2.92 million in the previous year mainly due to the decrease in costs.
The performance of each business segment is as follows:
i) Courier Segment
	
	Current
	Previous
	
	

	(RM Million)
	YTD
	YTD
	Variance
	%

	Revenue
	               90.49 
	             91.02 
	      (0.53)
	-0.58

	Loss Net of Tax
	                 (0.14)
	              (1.61)
	1.47
	91.30


The revenue in the courier segment decreased by 0.58% from RM91.02 million in the previous year to RM90.49 million currently. The decrease was mainly due to the lower volume recorded during the year. The loss net of tax was at RM0.14 million as compared to the loss net of tax of RM1.61 million recorded in the previous year mainly due to the decrease in costs.
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B1.
Review of performance (contd.)
ii) Freight Segment
	
	Current
	Previous
	
	

	(RM Million)
	YTD
	YTD
	Variance
	%

	Revenue
	                 7.45 
	               8.05 
	      (0.60)
	-7.45

	Loss Net of Tax
	                (0.65)
	              (1.02)
	       0.37 
	36.27


The revenue in the freight segment decreased by 7.45% from RM8.05 million in the previous year to RM7.45 million currently due to the decrease in volume in the current year. The loss net of tax was at RM0.65 million as compared to the loss net of tax of RM1.02 million recorded in the previous year due to the decrease in costs.
iii) Other Segments

	
	Current
	Previous
	
	

	(RM Million)
	YTD
	YTD
	Variance
	%

	Revenue
	                 3.89 
	               7.86 
	      (3.97)
	-50.51

	Loss Net of Tax
	                (0.10)
	              (0.29)
	       0.19 
	65.52


Other segments recorded lower revenue by RM3.97 million to RM3.89 million from RM7.86 million in the previous year mainly due to an internal re-organisation whereby the retail business was placed under the courier segment. The loss net of tax was RM0.10 million in the current year as compared to the loss net of tax of RM0.29 million in the previous year.
B2.

Comparison with preceding quarter’s results
Group Performance
	
	QTR 4
	QTR 3
	
	

	(RM Million)
	FY 2013/2014
	FY 2013/2014
	Variance
	%

	Revenue
	              25.27 
	              26.10 
	      (0.83)
	-3.18

	Profit Net of Tax
	                0.83 
	                0.80 
	       0.03
	3.75


During the current quarter, the Group recorded revenue of RM25.27 million, lower by RM0.83 million or 3.18% as compared to the revenue recorded in the preceding quarter.
The Group’s profit net of tax for the current quarter was RM0.83 million as compared to a profit net of tax of RM0.80 million in the preceding quarter mainly due to the decrease in costs.
The performance of each business segment is as follows:
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B2.

Comparison with preceding quarter’s results (contd.)
i) Courier Segment
	
	QTR 4
	QTR 3
	
	

	(RM Million)
	FY 2013/2014
	FY 2013/2014
	Variance
	%

	Revenue
	              24.17 
	              22.68 
	        1.49 
	6.57

	Profit Net of Tax
	                1.26 
	                1.12 
	        0.14 
	12.50


The courier segment recorded higher revenue by RM1.49 million to RM24.17 million in the current quarter as compared with the preceding quarter. The increase was due to the higher  volume recorded in the current quarter. The profit net of tax was RM1.26 million as compared to the profit of RM1.12 million recorded in the preceding quarter due to the improved revenue.
ii) Freight Segment
	
	QTR 4
	QTR 3
	
	

	(RM Million)
	FY 2013/2014
	FY 2013/2014
	Variance
	%

	Revenue
	1.63
	1.80
	(0.17)
	-9.44

	Loss Net of Tax
	(0.40)
	(0.28)
	0.12
	42.86


The freight segment recorded lower revenue at RM1.63 million in the current quarter as compared to RM1.80 million in the preceding quarter.
This segment recorded a loss net of tax of RM0.40 million as compared to a loss net of tax of RM0.28 million in the preceding quarter.
iii) Other Segments

	
	QTR 4
	QTR 3
	
	

	(RM Million)
	FY 2013/2014
	FY 2013/2014
	Variance
	%

	Revenue
	0.33
	2.88
	(2.55)
	-88.54

	Loss Net of Tax
	(0.03)
	(0.04)
	0.01
	25.00


The segment recorded lower revenue by RM2.55 million to RM0.33 million in the current quarter as compared with the preceding quarter of RM2.88 million due to revenue from a special project being recorded in the preceding quarter under review. During the quarter, the segment recorded a loss net of tax of RM0.03 million as compared to a loss net of tax of RM0.04 million in the preceding quarter.
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B3.
Current year prospects

The Group expects the business environment for the coming quarter to be challenging. 

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 current quarter comprises the following:

	
	Individual
	
	Cumulative

	
	Current
	
	Corresponding
	
	
	
	

	
	Quarter 

Ended        
	
	Quarter 
	
	Year       Ended        
	
	Year       Ended        

	
	
	
	Ended
	
	
	
	

	
	31-Mar
	
	31-Mar
	
	31-Mar
	
	31-Mar

	
	2014
	
	2013
	
	2014
	
	2013

	
	RM ‘000
	
	RM ‘000
	
	RM ‘000
	
	RM ‘000

	Income tax                      
	112
	
	184
	
	557
	
	640

	Deferred tax                                                    
	(63)
	
	(337)
	
	(432)
	
	(359)

	Total Income 

Tax Expenses
	49
	
	(153)
	
	125
	
	281




The effective tax rate for the current quarter is lower than the statutory tax rate due to unutilised capital allowances.


The effective tax rate for the current year is higher than the statutory tax rate due to the tax of a profitable subsidiary.
B6.
Corporate Proposals

There was no corporate proposal announced in the current quarter ended 31 March 2014.

B7.
     Realised/unrealised profits
	
	               As at        31 March
2014                 
	
	As at

31 March
 2013

	Total retained profits of the Company

   and its subsidiaries:
	             RM ‘000
	
	RM ‘000



	       Realised                
	674
	
	2,041

	       Unrealised                                                     
	 _ 559
	
	 _124

	
	1,233
	
	2,165   

	Add : Consolidation adjustment
	 _331
	
	   290

	Total group retained profits as per
	
	
	

	consolidated accounts
	1,564
	
	 2,455
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B8.

Changes in Material Litigation

There have been no changes in material litigation since the last annual reporting date of 31 March 2013.

B9.
     Dividends

The Directors do not recommend the payment of any dividends for the financial year ended 31 March 2014.
B10.
Earnings/(Loss) Per Share

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

	
	Current Quarter Ended 31 March

2014
(RM’000)
	Corresponding Quarter Ended 31 March
2013
(RM’000)
	           Current

  Year Ended
31 March 

2014
(RM’000)
	Corresponding

Year Ended

31 March 
2013
(RM’000)

	Net profit /(loss)
(RM ‘000)                    
	827
	(4,015)
	(891)
	(2,922)

	Weighted average/ number of 

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

	Basic EPS/(LPS)

(sen)                                
	1.38
	(6.68)
	(1.48)
	(4.86)


B12.
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 29 May 2014.
BY ORDER OF THE BOARD

Amiruddin bin Abdul Shukor

Company Secretary 

Amilia binti Sabtu
Company Secretary 

29 May 2014
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