KONSORTIUM LOGISTIK BERHAD  (“KONSORTIUM”)

NOTES TO QUARTERLY REPORT – 30 SEPTEMBER 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 lower than the statutory tax rate applicable because certain credits to the income statement were not subject to tax.

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 September 2001:-

           RM’000



(i)
At cost




30,551



(ii)
At carrying value/book value

16,426

(iii) At market value



  3,713

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 20 November 2001, Konsortium announced that in view of the current market condition, the company is currently re-negotiating new terms and conditions of the above proposals to replace the lapsed agreements.  Therefore the application to the relevant authorities in respect of these proposals will be made as and when the negotiation is concluded.

Further announcement will be made as and when material developments emerge in the negotiation.

(II) 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 involved the disposal by PNSL Berhad, 96.8% 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 was 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 had been approved by all relevant authorities and shareholders of Konsortium on 30 November 2001. The completion will give the group a gain of approximately RM10million.
(III)
On 16 November 2001, Konsortium entered into a Conditional Agreement for the proposed acquisition of Diperdana’s Business for a total purchase consideration of RM100 million to be satisfied by a cash payment of RM20,000,000 and the balance to be satisfied through the issuance of 50,000,000 new Konsortium Shares at an issue price of RM1.60 per share. 

The cash consideration of RM20,000,000 will be funded by internally generated funds.

Diperdana’s Business to be acquired comprise, amongst others, the following: 

(i)
Goodwill of Diperdana in connection with its business and the exclusive right for Konsortium to represent itself as carrying on the business in succession to Diperdana, including the benefit of all contracts, orders and engagements and the right to all lists, data and particulars of customers and suppliers of the business;

(ii)
All shares held by Diperdana in its subsidiary companies;

(iii)
Land and buildings owned or leased (including those rented out) by Diperdana and the fixtures and fittings thereon;

(iv)
Vehicles, machinery and equipment owned and used by Diperdana in its business;

(v)
Inventories of finished goods, work in progress, raw materials and packaging held by or in transit to Diperdana for use in its business;

(vi)
Intellectual property rights which include all industrial and intellectual property rights including without limitation patents trade marks and/or service marks (whether registered or unregistered), registered designs, unregistered designs and copyrights and any applications for any of the foregoing in any part of the world and the rights to and copyright in all drawing plans, specifications designs and computer software owned by Diperdana and used in or for the purposes of its business and all know-how and confidential information so owned and used;

(vii) Trade payables which include amounts owing by Diperdana in connection with its business to or in respect of trade creditors as recorded in the books of account of its business as at the completion date (but not including liabilities for tax on profits);

(viii) Accruals which include accrued liabilities of Diperdana in respect of its business as at the close of business on the completion date;

(ix) All bank liabilities outstanding on or accrued at or due up to and including the completion date;

(x) All taxation outstanding on or accrued at or due up to and including the completion date;

(xi) The benefits and obligations of each regulatory approval in connection with the business (other than non-transferable approvals);

(xii) The benefits and obligations of all contracts and leases;

(xiii) The benefits and obligations of the vehicles, machinery and equipment leases;

(xiv) All lists, data and particulars of suppliers, clients and customers, sales and stock records, price lists, catalogues, sales literature, publicity material and all other documents and information relating to the business in the possession or control of Diperdana as at the date of the Conditional Agreement and on the completion date as Konsortium may reasonably require to enable the Company to effectively carry on the business in succession to Diperdana;

(xv) All receivables of Diperdana, cash and moneys held or kept by Diperdana in any bank account or any account or deposit of any kind and in hand on or prior to the completion date;

(xvi) All insurance claims,  payments, monies, compensation or proceeds of whatsoever nature due and payable on or prior to or after the completion date under any insurance policy undertaken by Diperdana prior to the completion date;

(xvii) All rights and claims of Diperdana against third parties (including without limitation all rights in connection with such third parties’ guarantees,  conditions, indemnities, warranties and representations with respect to the business so far as Diperdana can assign the same), whether or not due and payable as at the completion date; and

(xviii) Without in any way limiting the generality of the foregoing, all other assets and liabilities (if any) of Diperdana of whatever nature, whether actual or contingent, at the completion date.

The Proposed Acquisition is to be effected through the transfer by Diperdana of certain assets and liabilities of Diperdana to Diperdana Kontena Sdn Bhd and the subsequent acquisition by Konsortium of the entire issued and paid-up share capital of Diperdana Kontena Sdn Bhd and other remaining assets and liabilities of Diperdana. 

The Proposed Acquisition is expected to be completed in the financial year ending 31 December 2002.

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

The breakdown of issuances and repayment of debt for the current financial year-to-date is as follows:-

	Particulars


	Issuance
	Repayment

	Local currency (RM)

- Short term borrowings

- Long term borrowings
	RM’000

15,000

5,000
	‘000
	RM’000

3,103

	Foreign currency (USD)
	     -
	USD4,386
	16,674

	Foreign currency (HKD)
	     -
	HKD2,058
	998

	Total
	20,000
	
	20,775


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

USD9,500

HKD2,742
	RM’000

4,424

36,100

1,330
	‘000

USD380


	RM’000

35,868

1,444

-

	Long Term Borrowings

       Local Currency

       Foreign Currency (USD)

       Foreign Currency (HKD)


	USD14,876

HKD4,417
	25,646

      56,519

2,142
	USD11,993
	-

45,558

-

	TOTAL
	126,161
	82,870


11. Contingent liabilities

Corporate guarantees for term loans granted to subsidiary companies amounting to RM18.5 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

for 9 months ending 30/09/01

RM ‘000 
	Operating Profit

for 9 months  

ending 30/09/01

RM ‘000
	Total Assets

Employed

As at 30/09/01

RM ‘000

	Container haulage & inland container depot
	82,034


	19,275
	471,972

	Freight forwarding, distribution & warehousing
	85,465
	4,059
	169,750

	Insurance
	12,585
	2,076
	108,943

	Shipping & chartering
	12,767
	(7,215)
	14,222

	Total
	192,851
	18,195
	764,887


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

The results of the current quarter improved as compared to the immediate preceding quarter as the group had made provisions in previous quarters particularly provision for rebates and discounts to cover potential loss of business as a result of intense competition and sluggish economic condition.

16.
Review of performance
The Group recorded a turnover and profit before tax of RM67.6 million and RM9.9 million respectively for the current quarter.  The turnover for this quarter has improved by 1.28% as compared to 2000.  

The improvement in profit before tax as opposed to the corresponding quarter last year is due to more stringent cost control coupled with lower finance cost for the period to date.

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. Final quarter prospects

The recent development in the US has led to greater uncertainties of the world economy.  Growth in real GDP in 2001 has been adversely affected by the unfavourable external environment.  Prospects for an improved world economic performance remain uncertain with recovery expected to be delayed to the later part of 2002.

In view of the current economic condition, we are committed to continue our effort on re-engineering and improving our business processes aiming at providing value-added services to our customers.  Cost control remains one of our main focus.


We anticipate the results for the final quarter to continue to remain soft.
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% paid on 21st September 2001. (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) 

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