
 Cargo Carriers earnings increase  

   

 

Logistics group Cargo Carriers has reported a 25.2% rise in headline earnings per share to 60.7 cents for the year ended
February 2012 from 48.5 cents a year ago. The company said the increase in HEPS was pleasing in light of the additional tax
adjustments during the period and reflected the real growth in operating profits, combined with cost containment initiatives
implemented within the group. Revenue grew 8.7% to R593.9 million and profit from operating activities of 39.4% was an
achievement in light of the current adverse economic climate and trading conditions faced by many companies, Cargo said.

A final dividend of 8 cents per share was declared, up from 5 cents a year ago. The increased profit from operating activities was
due to the positive effects of contracts awarded in the prior and current year coupled with the discontinuation of certain non-
profitable contracts. 
Operating and administration costs and employment costs have increased modestly by 7.8% and 5.3% respectively and is in
line with growth and cost containment initiatives in the business.

The group said, however, that the 24.6% decline in earnings per share to 64.9 cents was disappointing and was primarily due to
the increased capital gains tax rate adjustment and the net deferred tax asset adjustment during the period, the net effect being
an additional tax charge of R9 million. This reduced earnings and headline earnings per share by 46.4 cents and has resulted in
a 60.6% effective tax rate for the Group. 
Impairments of assets of R3.3 million further impacted earnings per share by 17.4 cents and relates to non- current assets held
for sale. 
"Our investments in strategic joint venture and associate partnerships continues to bear fruit with equity accounted profits from
these entities increasing by 24.8% year on year," the company noted. Finance income and finance cost has decreased
respectively by 35.6% and 3.5%. Finance income reduced in relation to a lower cash balance, which was impacted by
expenditure on capital items. The reduction in finance cost is attributable to lower interest rates charged on secured loans in
conjunction with reduced capital expenditure during the period.

The group's turnaround efforts for the Agriculture segment have started to bear fruit with the operating loss reducing from R11.5
million to R10.5 million, which includes an impairment loss of R1.5 million on assets held for sale. 
While the division has continued to recover, it has not been able to meet the recognition criteria of IAS 12 Income Taxes, relating
to deferred tax assets on assessed losses. This has meant that the deferred tax asset relating to assessed losses amounting
to R15 million has been written off in the current period. As this division continues to improve its operational results, the ability to
recognise any deferred tax assets relating to assessed losses will be reconsidered in future, Cargo noted.

Looking ahead, the group said it remains committed to its strategy for growth and strategic acquisitions, which is expected to
improve earnings and increase gearing. Marketing efforts are being emphasised within segments that yield profitable growth. The
agricultural segment is expected to improve its results in light of the completed restructure of the division and off crop
maintenance undertaken during the current period, however, weather patterns remain a significant risk. The remaining segments
are expected to improve earnings, barring unforeseen circumstances.
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