KONSORTIUM LOGISTIK BERHAD (“KONSORTIUM”)

NOTES TO QUARTERLY REPORT – 31 December 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 31 December 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 31 December 2003.

7. Segment Information

The Group’s financial information analysed by business segment as at 31 December 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
113,153

97,513

-
-
210,666
Inter-segment revenue
-

33,582

-
(33,582)
-


----------

----------

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

Total revenue
113,153

131,095

-
(33,582)
210,666

======

======

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

Segment results
20,027

(6,676)

(17,485)
-
(4,134)
Finance Cost
(15)

(886)

(4,867)
-
(5,768)
Share of results of

   Associated companies
-

-

-
1,818
1,818

----------

-------

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


Profit /(Loss) Before Tax
20,012

(7,562)

(22,352)
1,818
(8,084)
Taxation
(3,962)

(130)

(140)
(319)
(4,551)
Minority Interest
-

-

-
(1,916)
(1,916)

----------

---------

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

Net profit /(loss) for the year
16,050

(7,692)

(22,492)
(417)
(14,551)

======

=====

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

Segment Assets
87,518

309,738

162,070
-
559,326

=======

=======

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

Segment Liabilities
56,852

    107,889

        80,810

         -

       245,551

=======

=======

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

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 RM9.7 million.

11. Taxation

Taxation comprise of the following:

	
	Quarter ended 

31 Dec 2003

RM’000
	Year ended 

31 Dec 2003

RM’000

	
	
	

	 Current tax expense

 
	1,726
=====
	4,232
======


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 (RM’000)
        Weighted average no. of ordinary shares 
        Basic earnings per share (sen)
	Quarter ended 
31 Dec 2003
(9,428)
182,284,787

(5.17)
	Year ended
31 Dec 2003
(14,551)
182,284,787

(7.98)

	(b) Diluted earnings per share 

Net loss for the period (RM’000)
        Weighted average no. of ordinary shares for

             diluted earnings per share

         Diluted earnings per share (sen)
	(9,428)
183,758,506
(5.13)
	(14,551)
183,758,506

(7.92)


13. Marketable securities

Quoted investments as at 31 December 2003

RM’000


Cost
 27,273


Carrying value/book value
   7,302


Market value
   2,637
There was no purchase or disposal of quoted securities during the current quarter ended

31 December 2003.
14.
Unquoted investment and/or properties

There was no sale or purchase of unquoted investments during the current quarter ended 31 December 2003. 

15.
Bank borrowings

	Group Borrowings
	Secured
	Unsecured

	Short Term Borrowings

      Local Currency

      Foreign Currency (USD)           

      Foreign Currency (HKD)


	‘000

      -

USD2,920
HKD 685
	RM’000

14,946
11,096
489
	‘000

   -

USD8,000
   -
	RM’000

26,857
30,400
-

	Long Term Borrowings

       Local Currency

       Foreign Currency (USD)


	      -

USD4,350
	28,409
16,544
	-

-
	-

-

	TOTAL
	71,484
	57,257


16. Debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter ended 31 December 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.

Shareholders’ approval on the Proposed Acquisition of Diperdana and Proposed Acquisition of KPAAL has been obtained via Konsortium’s Extraordinary General Meting (“EGM”) on 15 December 2003.

On 8 January 2004 an application had been made to Foreign Investment Committee for an extension of time for an additional period of six months up to 17 July 2004 to comply with the FIC’s condition to increase the respective paid up capital of Diperdana Selatan Sdn Bhd, Diperdana Utara Sdn Bhd, Diperdana Indah Sdn Bhd, Diperdana Realty Sdn Bhd and Diperdana Engineering Sdn Bhd to at least RM250,000.
The Securities Commission vide its letter dated 29 January 2004 has approved the extension of time for a period of six months up to 1 June 2004 to complete the Proposed Acquisition of Diperdana and Proposed Acquisition of KPAAL.
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 reported a loss before tax of RM6.8 million for the quarter ended 31 December 2003 compared to a profit before tax of RM4.1 million for preceding year corresponding quarter ended 31 December 2002.
As a result of the extensive transformation of the Group’s core business focus to total logistics provider, the revenue contributed from the Logistics Service Organisation (“LSO”) has improved by 10% or RM10 million year on year while the profits increased by RM2.8 million.

However, the Internal Affiliates Organisation (“IAO”) reported a significant drop in revenue of 26% and a reduction in net profit of RM10.6 million. The haulage industry remains very competitive with the large number of haulage companies and the price war among the players have caused continue reduction in the profit margin. 

The Group has also made a write off amounting to RM6.5 million during the quarter.
22.
Prospects

Despite the sign of gradual recovery in our economy after a series of fiscal and monetary measures implemented by the Government, we have yet to see improvement in our haulage business.
With the expected completion of the acquisition of Diperdana’s haulage business by mid 2004, the Group’s business capabilities and customer base is forecasted to expand. 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 its financial performance to improve in the medium term.
23.
Variances from Profit Forecast or Profit Guarantee

Not applicable.

24.
Dividend

No interim dividend was proposed for the quarter ended 31 December 2003.

In respect of the financial year ended 31 December 2002, a final gross dividend of 5sen per share on 182,801,954 ordinary shares, less income tax, amounting to RM6,580,870 was paid on 19 September 2003.
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