KONSORTIUM LOGISTIK BERHAD  (“KONSORTIUM”)

NOTES TO QUARTERLY REPORT – 31 December 2002

1. Basis of Preparation





The quarterly financial statements are prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements.

2.
Report of the Auditors to the Members of Konsortium
The reports of the auditors to the members of Konsortium and its subsidiary companies on the financial statements for the financial year ended 31 December 2001 were not subject to any qualification and did not include any adverse comments made under subsection (3) of Section 174 of the Companies Act, 1965.

3.
Seasonality or Cyclicality of Interim Operations

The Group’s core businesses are generally affected by the festive months which normally record higher volume of activities in haulage, freight forwarding, warehousing and storage.
4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash flows

There are no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial year ended 31 December 2002.
5. Material Effect of Changes in Estimates of Amounts Reported in the Prior Interim Periods of the Current Financial Year or Prior Financial Years


There are no material changes in estimates of amounts reported in prior interim 
periods of the current financial year or prior financial years.
6.
Debt and Equity Securities

Other than as disclosed in the Condensed Consolidated Statement of Changes in Equity for the financial year ended 31 December 2002, there were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter and financial year ended 31 December 2002.

7. Segment Information

The Group’s financial information analysed by business segment as at 31 December 2002 is as follows:
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8. Events Subsequent to Balance Sheet Date
There are no material events subsequent to the balance sheet date that have not been reported in the financial statements for the interim period.
9. Changes in the Composition of the Group

On 1 August 2002, Konsortium subscribed for 9,998 ordinary shares of RM1 each, representing 99.9% interest in Direct Fortune Sdn Bhd for a cash consideration of RM9,998.

On 3 December 2002, Konsortium increased its investment in its subsidiary, North Klang Logistics (Malaysia) Sdn Bhd by subscribing additional 3,060,000 ordinary shares of RM1 each for a cash consideration of RM3,060,000.
10. Contingent Liabilities

Corporate guarantees to financial institutions for facilities granted to subsidiary companies amounting to RM14 million.

11. Taxation
Taxation comprise of the following:


Financial year ended


31 December 2002



RM’000


Current tax expense

    Company and subsidiary companies
7,326

    Associated companies
457



---------



7,783



======


The group’s effective tax rate is higher than the statutory tax rate due to the following:



RM’000


Profit before taxation
13,245



=====


Tax at statutory income tax rate of 28%
3,709


Tax effect of expenses that are not deductible


    in determining taxable profit:

    Depreciation of non qualifying assets
2,862



    Entertainment
     98


    Other non deductible expenses
   290


    Business losses
   367




--------


Tax expense
7,326
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12. Earning per share
	(a)   Basic earnings per share

        Net profit for the year
        Weighted average no. of ordinary shares in issue

        Basic earnings per share
	(RM’000)

(sen)
	6,057
182,284,787
3.32

	(b) Diluted earnings per share 

Net profit for the year
        Weighted average no. of ordinary shares in issue

        Adjustment for share options

        Weighted average no. of ordinary shares for

             diluted earnings per share

         Diluted earnings per share
	(RM’000)

(sen)
	6,057
182,284,787
1,473,719
183,758,506
3.30


13. Marketable securities

Investments as at 31 December 2002

RM’000

Cost
 28,427


Carrying value/book value
   8,277

Market value
   3,291
There is no purchase or disposal of quoted securities during the current quarter and for the financial year ended 31 December 2002.
14.
Unquoted investment and/or properties

There was no sale or purchase of unquoted investments during the current quarter and financial year ended 31 December 2002. The gain on disposal of property, plant and equipment for the financial year ended 31 December 2002 is RM221,322.
15.
Bank borrowings

	Group Borrowings
	Secured
	Unsecured

	Short Term Borrowings
      Local Currency

      Foreign Currency (USD)           

      Foreign Currency (HKD)


	‘000

      -
USD9,876
HKD2,742
	RM’000

8,492
37,529
1,330
	‘000

   -
USD9,246
   -
	RM’000

30,582
35,135
-

	Long Term Borrowings
       Local Currency

       Foreign Currency (HKD)


	      -
HKD990
	27,752
480
	-
-
	-
-

	TOTAL
	75,583
	65,717


16. Debt and equity securities

The number of shares issued under the Employee Share Option Scheme for the 12 months ended 31 December 2002 is 1,517,000 at RM1.35 per share.
17. Capital commitments

Nil

18. Status of corporate proposals announced

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. 

On 15 November 2002, Konsortium entered into a First Supplemental Agreement with Diperdana to revise the total purchase consideration of the Proposed Acquisition of Diperdana’s Business from RM100 million to RM80 million, to be satisfied through the issuance of 50,000,000 new ordinary shares of RM1 each in Konsortium (“Konsortium Shares”) at an issued price of RM1.60 each. The proposed acquisition is expected to be completed by 30 June 2003. 
On 19 December 2002, Konsortium entered into a conditional Sale and Purchase Agreement for the proposed acquisition of the entire equity interest in Aman Freight (M) Sdn Bhd comprising 104,442 ordinary shares of RM1 each for a total cash consideration of RM15 million. The proposed acquisition of Aman Freight and completion thereof are conditional upon the following:-
a) The approval of  Foreign Investment Committee;
b) The approval of the lenders of Aman Freight;
c) The Directors’ resolution in accordance with its Memorandum and Article of Association.
On 19 December 2002, Konsortium entered into a conditional Sale and Purchase Agreement for the proposed acquisition of the remaining 49% equity interest in KP Asia Auto Logistics Sdn Bhd (“KPAAL”) comprising 245,000 ordinary shares of RM1 each for a total purchase consideration of RM12,667,000 to be satisfied by the issuance of 7,916,875 new ordinary shares of RM1 each in Konsortium (Konsortium Shares) at an issue price of RM1.60 per share. The proposed acquisition of KPAAL is subject to the following approvals:-

a) The Foreign Investment Committee;
b) The Securities Commission;
c) The approval in principle of the KLSE for the listing of and quotation for the new Konsortium Shares;
d) The shareholders of Konsortium in a General Meeting to be convened later.
On 7 January 2003, Konsortium has submitted its application to the Securities Commission and Foreign Investment Committee for the approval on the proposed acquisition of Diperdana and KPAAL.

19. Off Balance Sheet Financial Instruments

During the financial year end to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.
20. 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.
21.
Review of Performance
The Group recorded a revenue and profit before tax of RM63.7 million and RM4.1 million respectively for the 4th quarter, bringing the total revenue and profit before tax for the financial year ended 31 December 2002 to RM238.1 million and RM13.2 million respectively.

While there was a marginal reduction of 1% in revenue, profit before tax declined by 45% year-on-year. The lower profit before tax in 2002 was attributed mainly to the disposal of the Group’s insurance arm which resulted in an exceptional gain on disposal of subsidiary of RM10 million in 2001. The subsidiary disposed also contributed earnings of RM2.1 million to the Group in 2001. 
The continued extensive transformation of the Group’s core business focus to the value-added services of freight forwarding, distribution and warehousing, mitigated the impact of the unfavourable and stiff competition in the haulage industry. This diversification in business focus sustained the profitability of the Group, with better operating margin.

22.
Prospects

Barring any external forces, which may trigger an uncertain economic environment, such as war in the Middle East and Korean peninsular, the Malaysian economy is expected to grow at a healthy rate of 6% in 2003. With the increasing domestic activities, demand are expected to rise for storage and warehousing space, transportation, haulage and freight forwarding, all of which are Konsortium’s core businesses. 
The completion of the acquisition of Diperdana’s business expected at the end of 2nd quarter 2003 will enlarge the Group’s business capabilities and customer base. The positive synergistic effect arising from this acquisition is expected to benefit the Group in terms of cost-savings and other business opportunities. 

The Group, therefore, anticipates favourable performance for the financial year ending 31 December 2003.

23.
Variances from Profit Forecast or Profit Guarantee

Not applicable.

24.
Dividend

A final dividend of 5% per share less 28% tax amounting to RM6,580,000 in respect of the financial year ended 31 December 2001 has been paid on 16 September 2002.

The Directors recommend a final dividend of 5% per share less 28% tax for the current quarter and financial year ended 31 December 2002, subject to the approval of shareholders at the Annual General Meeting to be convened later. No interim dividend was declared for the current quarter and financial year ended 31 December 2002.
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