KONSORTIUM LOGISTIK BERHAD  (“KONSORTIUM”)

NOTES TO QUARTERLY REPORT – 30 June 2003

1. Basis of Preparation





The quarterly interim financial report is unaudited and has been 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 2002 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 ended 30 June 2003.

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 
or prior financial years.

6.
Debt and Equity Securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter ended 30 June 2003.

7. Segment Information

The Group’s financial information analysed by business segment as at 30 June 2003 is as follows:

Business Segment
Logistics Service

Internal & External

Shared Support
Consol
Group



Organisation

Affiliates Organisation
Organisation
Adjustments
Results


RM’000

RM’000

RM’000
RM’000
RM’000

External Revenue
52,096

53,383

-
-
105,479

Inter-segment revenue
-

22,867

-
(22,867)
-


----------

----------

---------
-----------
----------

Total revenue
52,096

76,250

-
(22,867)
105,479


======

======

======
=======
=======

Segment results
7,896

(954)

(5,016)
-
1,926

Finance Cost
(11)

(498)

(2,421)
-
(2,930)

Share of results of

   Associated companies
-

-

-
564
564


----------

-------

--------
-----------
----------


Profit/(Loss) Before Tax
7,885

(1,452)

(7,437)
564
(440)

Taxation
(412)

(624)

-
(153)
(1,189)

Minority Interest
-

-

-
(712)
(712)


----------

---------

----------
-----------
----------

Net profit/(loss) for the period
7,473

(2,076)

(7,437)
(301)
(2,341)


======

=====

======
======
======

Segment Assets
70,168

323,165

157,030
-
550,363




========

=======

=======
=======
======

Segment Liabilities
28,552

115,068

72,831
-
216,451


=======

=======

======
========
=======

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

There are no material changes in the composition of the Group.

10. Contingent Liabilities

Corporate guarantees to financial institutions for facilities granted to subsidiary companies amounted to RM11 million.

11. Taxation

Taxation comprise of the following:


Current quarter 

ended 

30 June 2003

RM’000
Cummulative quarter ended 

30 June 2003

RM’000





 Current tax expense
606

=====
1,036

======

The Group’s effective tax rate is higher than the prima facie tax rate as the tax charge relates to tax on profits of certain subsidiaries which cannot be set-off against losses of other subsidiaries for tax purposes as group tax relief is not available.

12. Earning per share
(a)   Basic earnings per share

        Net loss for the period

        Weighted average no. of ordinary shares in issue

        Basic earnings per share
(RM’000)

(sen)
(2,341)

182,284,787

(1.28)

(b) Diluted earnings per share 

Net loss for the period

        Weighted average no. of ordinary shares for

             diluted earnings per share

         Diluted earnings per share
(RM’000)

(sen)
(2,341)

183,758,506

(1.27)

13. Marketable securities

Quoted investments as at 30 June 2003

RM’000


Cost
 27,273


Carrying value/book value
   7,302


Market value
   2,617

There was no purchase or disposal of quoted securities during the current quarter ended

30 June 2003.
14.
Unquoted investment and/or properties

There was no sale or purchase of unquoted investments during the current quarter ended 30 June 2003. 

15.
Bank borrowings

Group Borrowings
Secured
Unsecured

Short Term Borrowings

      Local Currency

      Foreign Currency (USD)           

      Foreign Currency (HKD)


‘000

      -

USD3,650

HKD2,361
RM’000

12,266

13,870

1,145
‘000

   -

USD8,413

   -
RM’000

36,456

31,970

-

Long Term Borrowings

       Local Currency

       Foreign Currency (USD)


      -

USD4,350
22,676

16,397
-

-
-

-

TOTAL
66,354
68,426

16. Debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter ended 30 June 2003.

17. Capital commitments

Nil

18. Status of corporate proposals announced

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 Shares at an issue price of RM1.60 each (“Proposed Acquisition of Diperdana”). 

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 Shares at an issue price of RM1.60 per share (Proposed Acquisition of KPAAL”). 

The Securities Commission and Foreign Investment Committee vide their letter dated 2 June 2003 and 18 July 2003 respectively, has approved the Proposed Acquisition of Diperdana and Proposed Acquisition of KPAAL.

The Proposed Acquisition of Diperdana and Proposed Acquisition of KPAAL are expected to be completed by the third quarter 2003.

19. Off Balance Sheet Financial Instruments

During the financial period 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 that will have a material effect on the Group’s financial position, results of operations or liquidity.
21.
Review of Performance
The Group achieved revenue of RM57 million in the second quarter ended 30 June 2003 as compared to RM49 million in the first quarter ended 31 March 2003. The increase of RM8 million or 16% is mainly due to the improved market sentiment in the second quarter and the remission of the Severe Acute Respiratory Syndrome (“SARS”).

For the quarter under review, the Group reported a loss before tax of RM0.4 million compared to profit before tax of RM0.7 million in the previous quarter. The decrease in profit was mainly due to the continual competitive environment particularly in the haulage industry that caused significant erosion in profit margin arising from competitive pricing offered by the Group.

The Group also experienced lower volume and margin from the auto industry division due to the lower national car sales plunging 15% year-to-date due to increasing competition from the non-national auto-makers, which have introduced newer and cheaper cars.

22.
Prospects

The government unveiled a RM7.3 billion fiscal stimulus package in May aimed at stimulating domestic demand and spending. Also, with SARS coming under control, the GDP growth estimate for 2003 was revised to 4%. 

The completion of the acquisition of Diperdana’s business expected at the end of 3rd quarter 2003 is expected to enlarge the Group’s business capabilities and customer base. Similarly, the positive synergistic effect arising from this acquisition is expected to benefit the Group in terms of cost-savings and other business opportunities. 

On the back of this scenario, the Group expects the financial results for the financial year ending 31 December 2003 to be positive.

23.
Variances from Profit Forecast or Profit Guarantee

Not applicable.

24.
Dividend

No interim dividend was proposed for the quarter ended 30 June 2003.
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