KONSORTIUM LOGISTIK BERHAD

(“KONSORTIUM or THE COMPANY”)

NOTES TO QUARTERLY REPORT – 30 June 2005

1. Basis of Preparation





The quarterly interim financial report is unaudited and has been prepared in accordance with FRS134 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 

The accounting policies, methods of computation and basis of consolidation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2004.

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 2004 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.
Exceptional Items Affecting Assets, Liabilities, Equity, Net Income or Cash flows

There were no exceptional items affecting assets, liabilities, equity, net income or cash flows for the current quarter ended 30 June 2005.

4.
Extraordinary Items Affecting Assets, Liabilities, Equity, Net Income or Cash flows


There were no extraordinary items affecting assets, liabilities, equity, net income or cash flows for the current quarter ended 30 June 2005.

5. Taxation

Taxation comprises the following:


Current Quarter

Cumulative Quarter


30/06/2005

30/06/2005


RM’000

RM’000

Income tax :




Current period
503

773






Deferred tax:




Transfer from deferred tax
(500)

(500)







3

273






Share of income tax in




Associated companies
295

379


298

652

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.

6.
Unquoted Investment and Properties

On 13 May 2005, PNSL Agencies Pte Ltd a wholly owned subsidiary of Konsortium Logistik Berhad, entered into a Sale and Purchase Agreement with Hind Hotels And Properties Limited to dispose of its office Lot No. 1,2,3,4 and 5 on 14th Floor, Universal Trade Centre, No.3 Arbunthnot Road, Hong Kong, for a cash consideration of HK$23,000,000 (approximately RM11,000,000). The gain arising from the disposal is approximately RM2,300,000. The disposal was completed on 29th July 2005.


Other than the above, there was no sale or purchase of unquoted investments or properties during the current quarter ended 30 June 2005.

7.
Quoted Securities

The Group’s quoted investments as at 30 June 2005:

RM’000


Cost
 27,430


Carrying value/book value
   7,377


Market value
   4,367

There is no purchase or disposal of quoted securities during the current quarter ended 30 June 2005.

8.
Changes in the Composition of the Group

On 1 April 2005, as part of the completion of the Proposed Acquisition of Diperdana Business, the Company has acquired the following companies:


No of ordinary shares of RM1.00 each
Equity interest acquired (%)

Diperdana Kontena Sdn Bhd
37,736,182
100%

Diperdana Selatan Sdn Bhd
1,400,942
100%

Diperdana Utara Sdn Bhd
5,541,328
100%

Diperdana Terminal Services Sdn Bhd
6,803,853
99.34%

Diperdana Indah Sdn Bhd
365,948
100%

Diperdana Logistics Sdn Bhd
300,000
100%

Diperdana Realty Sdn Bhd
250,000
100%

Diperdana Engineering Sdn Bhd
250,000
100%

On 21 July 2005, the Company disposed of its 51% equity interest, comprising 7,650,00 ordinary shares of RM1.00 each in North Klang Logistics Sdn Bhd for a cash consideration of RM0.51. As a result, North Klang Logistics Sdn Bhd ceased to be the Company’s subsidiary. The Group’s gain from the disposal approximates RM800,000.

On 5 August 2005, the Company acquired 104,442 ordinary shares of RM1.00 each, representing 100% equity interest in Aman Freight (Malaysia) Sdn Bhd, for a total purchase consideration of RM15,000,000. As a result, Aman Freight (Malaysia) Sdn Bhd became a wholly-owned subsidiary of the Company.

Other than the above, there were no material changes in the composition of the Group.

9.
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 Business”). 

Konsortium and Diperdana has entered into a Second Supplemental Agreement on 6 October 2004 to further extend the time limit of Initial Date to a date not later than forty two (42) calendar months from the date specified in the Sale of Business Agreement, ie: 15 May 2005. The Initial Date is the time limit for the fulfilment of the conditions precedent of the Sale of Business Agreement dated 16 November 2001 and the First Supplemental Agreement dated 15 November 2002.
The Securities Commission (“SC”) and Foreign Investment Committee (“FIC”) vide their letters dated 2 June 2003 and 18 July 2003 respectively, have approved the Proposed Acquisition of Diperdana’s business. Shareholders’ approval has been obtained via Konsortium’s Extraordinary General Meting (“EGM”) on 15 December 2003.

The approval of SC was subject to the condition that Konsortium obtain the approval from the respective authorities on the building plan and the Certificate of Fitness for Occupation (CF) for one of its building, prior to the completion of the Diperdana’s Business Acquisition. Konsortium is currently in the process of obtaining the CF from the relevant authorities. The building plan has been submitted to Majlis Perbandaran Klang “MPK” and they have recently responded with their comments. The Company is reviewing MPK’s comments and will do a re-submission soon. The official CF is expected to be obtained by end of September 2005.

On 25 June 2004, the SC had approved a further extension of time for a period of 9 months up to 1 March 2005 to complete the Proposed Acquisition of Diperdana’s business. 

On 1 March 2005, the SC had approved an extension of time for an additional period of 6 months up to 1 September 2005 to fulfil the conditions precedent and implement the Diperdana’s Business Acquisition.

The FIC vide its letter dated 24 March 2004 has approved the extension of time to comply with 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 by 31 December 2004.

On 24 February 2005, the 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 was increased to RM250,000.
On 8 April 2005, the Company allotted and issued 50,000,000 new ordinary shares of RM1.00 each as the purchase consideration for Diperdana’s entire business undertaking. The 50,000,000 new ordinary shares of RM1.00 each were listed on the Bursa Malaysia Securities Malaysia Berhad on 8 July 2005.

10.
Debt and Equity Securities

On 8 April 2005, the Company allotted and issued 50,000,000 new ordinary shares of RM1.00 each at an issue price of RM1.60 per ordinary share as the purchase consideration for the acquisition of Diperdana’s entire business undertaking. These shares rank pari passu in all respects with the existing ordinary shares of the Company. The 50,000,000 new ordinary shares of RM1.00 each were listed on the Bursa Malaysia Securities Malaysia Berhad on 8 July 2005. 

Other than the above, there were no issuance, cancellations, repurchases, resale and repayments of 
debt and equity securities during the current quarter ended 30 June 2005.
11.
Bank Borrowings

Group borrowings
Secured
Unsecured

Short term borrowings

      Local currency

      Foreign currency (USD) 

  
‘000

      -

USD2,890


RM’000

42,522

10,993


‘000

   -

USD7,350
RM’000

34,517

27,930



Long term borrowings

       Local currency

       Foreign currency (USD)


      -

      -
34,181

        -
-

-
   -

    -

TOTAL
87,696
62,447

12. 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.

13. 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.

14.
Contingent Liabilities

Corporate guarantees to financial institutions for facilities granted to subsidiary companies amounted to RM35 million.
15.
Capital Commitments

There were no capital commitments for the quarter ended 30 June 2005.

16.
Dividend

No interim dividend was proposed for the quarter ended 30 June 2005.

17. Earnings per share

(a)   Basic earnings per share

        Net profit / (loss) for the period (RM’000)

        Issued ordinary shares at beginning of period


Effect of shares issued 


Weighted average no. of ordinary shares 

        Basic earnings / (loss) per share (sen)
3 months ended

30 June 2005

459

190,718,829

       12,500,000

203,218,829

0.23
6 months 

ended

30 June 2005

(440)

190,718,829

          12,500,000

203,218,829

(0.22)

(b) Diluted earnings per share 

Net profit / (loss) for the period (RM’000)

        Weighted average no. of ordinary shares


Effect of share options


Weighted ave no. of ordinary shares (diluted)

         Diluted earnings / (loss) per share (sen)
459

203,218,829

    -

203,218,829

0.23
(440)

203,218,829

     -

203,218,829

(0.22)

18.
Events Subsequent to Balance Sheet Date


There were no material events subsequent to the balance sheet date that have not been 
reported in the financial statements for the interim period.

19.
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 and warehousing.

20.
Segment Information


Analysis of the Group’s revenue and results as at 30 June 2005 by business segments are as follows:



Logistics
Internal
Share



Service
& External
Support
Consol
Group



Organisation
Affiliates
Organisation
Adjustment
Results


RM
RM
RM
RM
RM


Revenue


External sales
39,313
66,329
-
-
105,642


Inter-segment sales                   -

17,517
-
(17,517)
-




──────
──────
──────
──────
──────



Total revenue
39,313
83,846
-
(17,517)
105,642



══════
══════
══════
══════
══════


Results


Segment results
5,956
(42)
(3,136)
-
2,778


Finance costs




   (3,920)


Share of results of associates




1,635







________


Profit from ordinary activities


   before tax




493


Taxation




(652)







_________


Loss from ordinary activities


    after tax




(159)


Minority interest




(281)







_________


Net loss for the period




(440)



 











========


Net Assets


Segment assets
78,873
399,609
67,780
-
546,262


Associates
-
51,155
-
-
51,155


Unallocated assets




6,736







──────


Total assets




604,153






══════


Segment liabilities
46,804
159,361
52,491
-
258,656

Unallocated liabilities




3,741






──────


Total liabilities




262,397







══════

21. Material Effect of Changes in Estimates of Amounts Reported in the Prior Interim Periods of the Current Financial Year or Prior Financial Years


There were no material changes in estimates of amounts reported in prior 
interim periods or prior financial years.

22.
Review of Performance

The Group’s revenue for the quarter ended 30 June 2005 was at RM65 million, an increase of 33% as compared to the preceding year corresponding quarter’s revenue of RM49 million. The surge in revenue is the result of the completion of the acquisition of Diperdana’s business.  

The Group’s profit after tax for the quarter ended 30 June 2005 was RM0.46 million, an improvement as compared to the preceding year corresponding quarter’s loss of RM5 million, mainly due to the benefits arising from the Group’s focus in total logistics service.

23.
Quarterly Results Comparison

The Group’s revenue and profit after tax in the second quarter has improved by 59% and 151% respectively when compared with the first quarter’s results mainly due to the acquisition of Diperdana’s business and the Group’s continuous effort to reduce costs and increase profit margin.

24.
Prospects

The completion of the proposed acquisition of Diperdana’s entire business undertaking would strengthen Konsortium’s position as a market leader in the highly competitive haulage industry.

The reorganisation and restructuring of the haulage division with the merging of the Diperdana’s business has enabled the Group to control its costs structure and plan its operational and costs activities more efficiently and effectively. Despite the rising operational costs, particularly fuel, tighter cost control and better asset utilisation would enable the Group to mitigate the negative impact of rising costs.

The automotive division has continued to drive the Group’s involvement in the automotive logistics industry. The recent success in obtaining the Naza Group’s warehouse and logistic management contract, besides the existing Proton and Perodua contracts, would enable the Group to gain a larger market share in the automotive industry. This specialisation augurs well for the Group in its continual trend to be a leader in the logistic and warehouse management outsourcing.

On the back of this scenario, the Group expects its financial performance to improve.
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