KONSORTIUM LOGISTIK BERHAD  (“KONSORTIUM”)

NOTES TO QUARTERLY REPORT – 30 JUNE 2001

1. Accounting policies

The accounting policies and methods of computation in the quarterly financial statements are the same as compared with the last annual audited accounts.

2. Exceptional items

Nil.

3. Extraordinary items

Nil.

4. Taxation

Taxation was in relation to provision for corporation tax made for the current year.  The effective tax rate of the group for the current quarter was higher than the statutory tax rate applicable because certain expenses were not deductible for tax purposes.

5. Profit/(loss) on sale of unquoted investments and/or properties for the current quarter and financial year-to-date

Nil.

6. Particulars of purchase or disposal of quoted securities other than from insurance companies and other companies exempted by the Exchange

Investments in quoted securities as at 30 June 2001:-

           RM’000



(i)
At cost




30,551



(ii)
At carrying value/book value

16,426

(iii) At market value



  4,132

7.
The effect of changes in the composition of the Group including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations


There is no change in the composition of the group during the quarter.

8.       Status of corporate proposals announced

(I)
On 22 February 2001, the company entered into the following sale and purchase agreements ("SPA"):

(a)
A SPA with Che Azizuddin bin Che Ismail and Ramlah binti Abdul Aziz for the acquisition of the remaining 49% equity interest in KP Asia Auto Logistics Sdn Bhd, a 51%-owned subsidiary company of the Company, comprising 245,000 ordinary shares of RM1.00 each for a purchase consideration of RM15,667,000 to be satisfied by the issuance of 5,222,333 new ordinary shares of RM1.00 each in the Company at an issue price RM3.00 per share; 

(b)
A SPA with Ahmad Fizal bin Othman, Wan Azfar bin Wan Annuar and Siew Choon Eng for the acquisition of the entire equity interest in Aman Freight (M) Sdn Bhd, comprising 104,442 ordinary shares of RM1.00 each for a purchase consideration of RM17,500,000 to be satisfied by the issuance of 5,833,333 new ordinary shares of RM1.00 each in the Company at an issue price of RM3.00 per share; and

(c)
A SPA with United Engineers (Malaysia) Berhad and Metro Deluxe Sdn Bhd for the acquisition of the remaining 75.6% equity interest in Gapima Sdn Bhd comprising 14,058 ordinary shares of RM100.00 each for a total purchase consideration of RM4,820,565 to be satisfied by the issuance of 1,606,855 new ordinary shares of RM1.00 each in the Company at an issue price RM3.00 per share.

On 24 May 2001, Konsortium further announced that the application to the relevant authorities in respect of the abovementioned proposals is expected to be made within three (3) months.  The company is currently preparing the relevant documentation for submission to the authorities for their approval. 

(II)
On 21 March 2001, the company entered into a Memorandum of Understanding (MOU) with Diperdana Holdings Berhad (Diperdana) with a view to negotiate and conclude the terms of the Proposed Acquisition.

The Proposed Acquisition involves the acquisition by the company of Diperdana's entire existing business operations. Diperdana's existing business operations encompasses container haulage by road and rail, forwarding, management of container depots and warehousing.

The Proposed Acquisition will therefore result in a merger of Diperdana's existing business with that of the company.

Each of the parties will in good faith use its best endeavours to conclude negotiations leading to the finalisation and execution of the agreement in respect of the Proposed Acquisition, within three (3) months from the date of the MOU.

On 20 June 2001, the company entered into a Supplemental Memorandum of Understanding (Supplemental MOU) with Diperdana to extend the MOU for a period of three (3) months from the date of the Supplemental MOU.  The Supplemental MOU will expire on 19 September 2001.

The reason for the extension of time is because the respective parties are still conducting their due diligence review.

(III) On 15 August 2001, Konsortium through its wholly owned subsidiary, PNSL Berhad (“PNSL”), and other shareholders of Konsortium Insurans Berhad (“KIB”), entered into a Share Sale Agreement (“SSA”) with PacificMas Berhad (“PacificMas”) for the proposed disposal of the entire issued and paid up ordinary and preference shares of KIB (“Proposed Disposal”). 

The Proposed Disposal involves the disposal by PNSL Berhad, 96.35% issued and paid up share capital of KIB comprising 43,939,568 ordinary share of RM1 each and 4,237,000 preference share of RM1 each for a proposed cash consideration of approximately RM80.45 million.  The proposed consideration was arrived at on a willing-buyer willing-seller basis.

Upon the execution of the SSA, a deposit of RM8million is payable by PacificMas of which approximately RM7.7million is due to PNSL. The remainder of the consideration sum is payable on the business day falling 14 days after full satisfaction of all conditions precedent to the Proposed Disposal, which are to be fulfilled within 6 months from the SSA date.

The Proposed Disposal is subject to the approval of all relevant authorities and shareholders of Konsortium.

9.
Details of issuances and repayment of debt for the current financial year-to-date


The group obtained temporary revolving credit and term loan of RM15.0 million and RM5.0 million respectively during the financial quarter.  The repayment of term loans amounted to RM19.4 million.  The breakdown of issuances and repayment for the quarter ended 30 June 2001 are as follows:-

Particulars


Issuance
Repayment

Local currency (RM)

- Short term borrowings

- Long term borrowings
RM’000

15,000

5,000
‘000
RM’000

2,497

Foreign currency (USD)
     -
USD4,264
16,204

Foreign currency (HKD)
     -
HKD1,371
665

Total
20,000

19,366

10.
Group borrowings and debt securities
Group Borrowings
Secured
Unsecured

Short Term Borrowings

      Local Currency

Current Portion of Long Term Borrowings

      Foreign Currency (USD)           

      Foreign Currency (HKD)


‘000

USD4,500

HKD2,742
RM’000

4,424

17,100

1,330
‘000

USD380


RM’000

38,679

1,444

-

Long Term Borrowings

       Local Currency

       Foreign Currency (USD)

       Foreign Currency (HKD)


USD20,000

HKD5,103
26,252

      75,989

2,475
USD11,993
-

45,558

-

TOTAL
127,570
85,681

11. Contingent liabilities

Corporate guarantees for term loans granted to subsidiary companies amounting to RM19.5 million.

12. Off balance sheet financial instruments

Nil.

13. Material litigation

The group is not involved in any claims or legal actions arising that will have a material effect on the group’s financial position, results of operations or liquidity.

14. Segmental reporting

Segment
Turnover
Operating Profit
Total Assets Employed


for 6 months ending 30/06/01

RM ‘000 
for 6 months  

ending 30/06/01

RM ‘000
As at 30/06/01

RM ‘000

Container haulage & inland container depot
53,957


7,099
452,949

Freight forwarding, distribution & warehousing
55,336
3,364
181,950

Insurance
8,225
2,085
111,843

Shipping & chartering
7,688
(4,731)
31,837

Total
125,206
7,817
778,579

15.
Material change in the profit before taxation for the current quarter as compared with the immediate preceding quarter.

With industrial production and exports showing steeper declines this quarter, it directly affected the movement of goods in the region of which our core activity is dependent upon. Container haulage continues to experience price pressure due to intense competition.  The higher rebates given have a significant and direct impact on our profit contribution as fixed costs have fully been absorbed.

16.
Review of performance
The Group recorded a turnover and profit before tax of RM63.2 million and RM2.7 million respectively for current quarter under review.  The turnover for this quarter has declined by 5.4% as compared to 2000.  

The drop in our revenue and profit is mainly due to lower trade volume and intense competition.

17. Material events subsequent to the current quarter.

None.

18. Seasonal or cyclical factors

The group’s business operations are affected by seasonal factors and trade volume similar to other businesses.

19. Current year prospects

The Malaysian economy is experiencing a slowdown phase.  With confidence softening and no sign of relief in external conditions, it will take some time for the economy to rebound.  

Despite the slow down in the economy, we are refocusing our effort on re-engineering and improving our processes as we believe that this will enable us to be more  competitive in the long run.

As revenue is likely to be lower than anticipated, we expect our results for the second half of 2001 to be correspondingly affected.
20. Variances from profit forecast or profit guarantee.

Not applicable.

21.
Dividend

For financial year ended 31 December 2000, the Board of Directors proposed first and final dividend of 5 sen per share less tax of 28% (1999: First and final dividend of 2 sen per share less tax of 28% and 1 sen per share tax exempt, paid on 29 September 2000) which is payable in current year.  

No interim dividend has been declared for the second quarter of year 2001.
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