
NOTES TO THE ACCOUNTS

1. Accounting Policies

The accounts of the Group and of the Company have been prepared in accordance with the provisions of the Companies Act, 1965 and the applicable approved accounting standards in Malaysia.

2. Exceptional Items

Exceptional items for the financial year ended 31 March 2000 comprised the following :

	
	
	Current
	Preceding Year

	
	
	Year To Date
	Corresponding 

	
	
	
	Period

	
	
	RM’000
	RM’000

	1
	Loss on disposal of a subsidiary
	700
	0

	2
	Investment written off
	250
	3,197

	3
	Provision for diminution in value of investment in an associated company
	182,204
	0

	4
	Share of exceptional item in an associated company 
	214,961
	0

	
	   Total
	398,115
	3,197


In view of the on-going merger exercise currently being undertaken by the Company, the Directors have adopted a prudent approach to provide for a diminution in value of investment in an associated company, Gadek (Malaysia) Berhad, in the financial year ended 31 March 2000. The merger exercise is expected to be completed in the current financial year ending 31 March 2001.

3. Extraordinary Items

There are no extraordinary items for the year ended 31 March 2000.

4. Taxation

The taxation charge comprised the following :-

	
	

	
	Current 

Year-To-Date
	Preceding

Year-To-Date

	
	RM ’000
	RM ’000

	Malaysian income tax
	45,874
	(4,544)

	Overseas income tax
	2,307
	-

	Transfer (from)/to deferred taxation
	(8,570)
	686

	
	39,611
	(3,858)

	Under-provision of taxation in respect of prior years
	1,915
	1,359

	
	41,526
	(2,499)

	Share of tax of associated companies
	8,517
	2,499

	
	50,043
	-


5. Pre-acquisition Profits

There are no pre-acquisition profits for the financial year ended 31 March 2000.

6. Profits on Sales of Investments and/or Properties

The Group incurred a loss of RM 700,000 on the disposal of investment in a subsidiary company.
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7. Quoted Securities

a) There are no purchases or disposals of quoted securities during the financial year ended 31 March 2000.

b) Investment in quoted shares as at 31 March 2000 have been classified as short term investment:

	
	
	Short Term Investment In Quoted Securities Outside Malaysia


	

	
	
	RM ‘000
	

	1.  Total investments at cost
	
	38,943
	

	2.  Total investments at carrying        value/book value (after provision for diminution in value)
	
	38,854
	

	3.  Total investments at market value
	
	57,385
	


8. Changes in the Composition of the Group

The Group disposed of its investments in a subsidiary, USPD Masterdyne Sdn Bhd, and there are no other changes in the composition of the Group for the financial year ended 31 March 2000 including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

9. Status of Corporate Proposals

a)
Conditional voluntary offers by the Company to acquire the remaining:

-
ordinary shares and warrants in Gadek (Malaysia) Berhad (Gadek) not already owned by the Company

· ordinary shares and warrants in HICOM Holdings Berhad (HICOM) not already owned by Gadek (held through Mega Consolidated Sdn Bhd)

-
ordinary shares in Gadek Capital Berhad (Gadek Capital) not already owned by Gadek

(herein after referred to as “Offers”)

As announced to the KLSE on 23 May 2000, the Offers have now become unconditional. As at 5.00 p.m. on 26 May 2000, the Company has received valid acceptances which resulted in the Company holding 92.75% equity interest in Gadek, 94.39 % equity interest in Gadek Capital and 90.91 % equity interest in HICOM respectively. Accordingly, pursuant to Section 137 of the Main Board of the Kuala Lumpur Stock Exchange (KLSE) Listing Requirements (KLSE Listing Requirement), trading in Gadek shares and warrants and Gadek Capital shares has since been suspended by KLSE with effect from 24  May 2000 and HICOM shares and warrants have been suspended with effect from 29 May 2000.

Pursuant thereto and in accordance with Section 24(2) of the Malaysian Code on Take-overs and Mergers, 1998, the Company had announced that  the Offers will be kept open for acceptances up to 5.00 p.m. on 6 June 2000 which is fourteen (14) days from the first closing date on 23  May 2000.

The Company does not intend to maintain the respective public shareholding spread [required under Section 2(2) of KLSE Listing Requirements and the guidelines of the Securities Commission (SC)] of Gadek, Gadek Capital and HICOM.

However, if the opportunity arises, the Company may also seek to maximise its shareholders’ value by leveraging on the listing status of Gadek, Gadek Capital and HICOM respectively.  At present, the Company is not in a position to elaborate as it will depend on the specific proposal which will only be considered upon the completion of the Offers.
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The Company, as stated in the Gadek and HICOM Offer Documents, will propose to seek the Gadek and HICOM warrantholders’ approvals at the respective warrantholders’ meeting for the respective proposed Gadek or HICOM warrant exchange scheme.

The Company also intends to invoke the provisions of Section 34 of the Securities Commission Act, 1993 to compulsorily acquire any remaining shares of Gadek, Gadek Capital and HICOM respectively from shareholders who have not accepted the Offers.  The compulsory acquisition will take place if the Company holds the equity interest in the said companies as shown below.

	Companies
	Interest held by the Company

	Gadek
	96.3%

	Gadek Capital
	96.6%

	HICOM
	93.1%


b)
On 28 February 2000, an announcement was made to the KLSE for the proposed disposal of 10,200,000 ordinary shares of RM1.00 each representing 51% equity interest in Usahasama PROTON-DRB Sdn Bhd by the Company to Perusahaan Otomobil Nasional Berhad for a cash consideration of RM275.6 million.  The shareholders had approved the transaction in the Extraordinary General Meeting on 26 April 2000.  However, the Company is still awaiting the approval of the SC.

c)
On 28 February 2000, an announcement was made to the KLSE for the proposed acquisition of 2,800,000 ordinary shares of RM1.00 each representing 100% equity interest in Master-Carriage (Malaysia) Sdn Bhd.  The shareholders had approved the transaction in the Extraordinary General Meeting on 26 April 2000.  The proposed acquisition had been approved by the SC on 17 April 2000.

10. Seasonal or Cyclical Factors

The business operations of the Group are not materially affected by any seasonal or cyclical effect in the financial year ended 31 March 2000.

11. Issuance or Repayment of Debts and Equity Securities

There are no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial year ended 31 March 2000.

12. Group Borrowings and Debt Securities

The Group borrowings as at 31 March 2000 are as follows:

	Long Term Borrowings – Secured
	USD ‘000
	RM ‘000

	         Term Loans
	8,961
	55,499

	Hire Purchase & Lease Creditors
	
	218,253

	         Current Portion Payable Within 12 months
	
	(141,739)

	Sub-total
	
	132,013


	Long Term Borrowings – Unsecured
	
	RM ‘000

	         Term Loan
	
	154,356

	Current Portion Payable Within 12 months
	
	(25,781)

	Sub-total
	
	128,575

	
	
	

	Total Long Term Borrowings
	
	260,588


	Short Term Borrowings – Unsecured
	
	RM ‘000

	Revolving Credits

Trade Facilities
	
	533,533

22,715

	Bank Overdrafts
	
	39,020

	Total Short Term Borrowings
	
	595,268

	Current Portion of Long Term Loans
	
	167,520

	
	
	762,788

	
	
	





Page 5 of 6

13. Contingent Liabilities

Contingent liabilities of the Group at the date of this report amounting to RM16.8 million comprising mainly guarantees issued in favour of third parties for the operational requirement of the subsidiaries. No material losses are anticipated.

14. Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risks at the date of this report.

15. Material Litigation

The Group is not involved in any material litigation at the date of this report.

16. Segmental Reporting by Activity 

	
	Operating Revenue
	Profit / (Loss) Before Taxation
	Assets Employed

	
	RM ‘000
	RM ‘000
	RM ‘000

	Automotive
	2,666,267
	165,218
	1,029,408

	Public transport services
	143,381
	(66,265)
	350,281

	Vehicle inspection services
	48,420
	(7,026)
	198,725

	Property development
	21,657
	(10,432)
	44,349

	Investment holding
	278,040
	(374,493)
	434,521

	Total
	3,157,765
	(292,998)
	2,057,284


17. Material Changes in the Quarterly Results

There are no material changes in the quarterly results.

18. Review of the Performance of the Group

The Group recorded an operating profit of RM110.1 million after interest and depreciation charges against a loss of RM86.1 million incurred in the last financial year. The Group turnover amounted to RM3.16 billion representing an increase of 44% over the last financial year’s turnover of RM2.19 billion. The automotive division remained the major contributor to the profitability of the Group while other divisions showed considerable improvements compared to the last financial year. 

19. Prospects for the Current Financial Year

Barring any unforeseen circumstances, the Board of Directors is confident that with the recovery of the economy and upon completion of the merger exercise, the performance of the enlarged Group will improve.

20. Variance of Actual Profit from Forecast Profit

The favourable variance between the unaudited results after tax and minority interest and the profit forecast for the financial year ended 31 March 2000 as contained in the circular to shareholders dated 11 April 2000 and the offer documents to the shareholders of Gadek (Malaysia) Berhad, Gadek Capital Berhad and HICOM Holdings Berhad dated 2 May 2000, is less than 10%.

21. Dividends

The Board of Directors does not recommend any payment of dividend in respect of the financial year ended 31 March 2000. (1999 – Nil)

22. Year 2000 (“Y2K”) 

The Group is Y2K ready in the relevant systems critical to its on-going operations. Contingency plans have been developed to ensure that there is no disruption in the event of major system failure. To date, the Group has not encountered any disruption-related issues.
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