NOTES

1.
ACCOUNTING POLICIES
(a) The first quarter financial statements have been prepared using the same accounting policies, methods of computation and basis of consolidation consistent with those adopted in 31 March 2000 audited financial statements.

(b) Consolidation of Gadek, Gadek Capital and HICOM
(i) Effective date of acquisitions
On 23 May 2000 (i.e. the 1st closing date of the voluntary conditional Offer), DRB-HICOM Berhad received valid acceptances which resulted in the Company holding, directly and indirectly more than 75% equity interests in Gadek (Malaysia) Berhad (Gadek), Gadek Capital Berhad (Gadek Capital) and HICOM Holdings Berhad (HICOM).  Consequently, the Offers became unconditional on the same date.  Therefore, the effective date for the acquisitions of the above companies was deemed on 23 May 2000 and hence these companies became subsidiaries of DRB-HICOM Berhad as of the date.

Accordingly, the accounts of the above companies were consolidated and reflected in the consolidated income statement and balance sheet for the current quarter ended 30 June 2000.

(ii) Pursuant to Section 60 (4)(a) of the Companies Act, 1965, the premiums on the new shares issued as consideration for the acquisitions are not recorded as share premium.

The difference between the issue price and the nominal value of shares of the Company issued as consideration is classified as merger reserve.

(iii) For the purpose of consolidation of the above subsidiaries, the allotment of new shares were deemed to be issued on each of the closing dates of the Offer.



(iv)
The goodwill arising on consolidation is written off against reserves.

2. EXCEPTIONAL  ITEMS

There were no exceptional items for the financial period ended 30 June 2000.

3.
EXTRAORDINARY ITEMS

There were no extraordinary items for the financial period ended 30 June 2000.

4.
TAXATION

Taxation comprises the following :


1st Quarter
Cumulative Quarter


Current  Year

Quarter 

30.6.2000
Preceding Year 

Corresponding

Quarter

30.6.1999
Current 

Year 

To date

30.6.2000
Preceding Year 

Corresponding

 Period

30.6.1999



RM’000
RM’000
RM’000
RM’000







Current Taxation
24,457
21
24,457
21







Taxation on share of profits of    

  associated companies
8,519
2,527
8,519
2,527



32,976
2,548
32,976
2,548

5.
PRE-ACQUISITION  PROFITS OR LOSSES

There were no pre-acquisition profits or losses included in the consolidated income statement for the financial period ended 30 June 2000.

6. PROFIT ON SALE OF INVESTMENT AND /OR PROPERTIES
There were no sale of investments nor properties for the current financial period .

7.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES

The following particulars on quoted investments do not include any investments undertaken by the insurance company of the Group and the quoted shares acquired pursuant to the voluntary Offers referred to paragraph 9(a).

 
Current Year 

To Date

30.6.2000



RM’000






(a)
Total purchases and disposal of quoted securities are as follows:




Purchases
Nil



Disposal
Nil



Gain on disposal
Nil


(b) Investment in quoted securities other than the investments in subsidiaries and associated companies as at 30 June 2000 is as follows :


In Malaysia

RM’000
Outside Malaysia

RM’000





At cost
3,416
38,781

At carrying value
3,292
38,781

At market value
2,462
57,518

8. 
CHANGES IN THE COMPOSITION OF THE GROUP

On 23 May 2000, Gadek, Gadek Capital and HICOM became subsidiaries of DRB-HICOM Berhad.

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 the Offers)


As announced to the KLSE on 20 June 2000, being the final closing date of the Offers, DRB-HICOM had received valid acceptances of the Offers of 96.45%, 96.94% and 94.03% from the shareholders of Gadek, Gadek Capital and HICOM respectively. Hence, the Company is entitled, pursuant to the provisions of Section 34 of the Securities Commission Act, 1993 to compulsorily acquire any remaining shares for which acceptances have not been received under the Offers. The Company has on 21 July 2000 and 3 August 2000 sent the Notices to the dissenting shareholders of Gadek, Gadek Capital and HICOM respectively for the compulsory acquisition of the remaining shares not owned by the Company.


On 11 July 2000, the Company has sent the notices of allotment of new DRB-HICOM shares and new DRB-HICOM warrants to the accepting shareholders and/or warrants holders of Gadek, Gadek Capital and HICOM respectively.


The Company may also seek to maximise its shareholders’ value by leveraging on the listing status of Gadek, Gadek Capital and HICOM respectively. Hence, the Company will proceed with this course of action if the opportunity arises.


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 Gadek and HICOM warrant exchange scheme.

b) 
On 28 February 2000, an announcement was made to the KLSE for the 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 cash consideration of RM267.5 million. The shareholders and SC have approved the proposed disposal on 26 April 2000 and 21 June 2000 respectively.

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

On 28 August 2000, an annoucement was made to the KLSE that the Company and the vendors of MCM have mutually agreed to extend the period for the fulfillment of the conditions precedent stated in the sale and purchase agreement dated 28 February 2000, as supplemented by the supplemental agreement dated 6 March 2000, for a further period of six (6) months up to 28 February 2001 via the execution of a letter of extension dated 28 August 2000.

d) 
On 30 June 2000, an announcement was made to KLSE that Gadek Capital Berhad had entered into a conditional sale and purchase agreement with Hong Leong Bank Berhad for the disposal of 100 per cent equity in Credit Corporation (Malaysia) Berhad, its wholly-owned licensed finance company. The sale and purchase agreement is conditional upon approval of Minister of Finance, other regulatory authorities and the Company’s shareholders.

e) 
On 19 July 2000, an announcement was made to the KLSE that the Company had entered into Memorandum of Agreement (M.O.A) with Oriental Holdings Berhad and Honda Motor Co., Ltd. Of Japan to form a new joint venture company that will be the sole and exclusive distributor and manufacture of Honda automobiles, spare parts and accessories in Malaysia. The new joint venture is in line with the Company overall strategy of maintaining its key position in the Malaysian automotive industry.

f) 
The approval of the Securities Commission was received on 13 July 2000 for  the proposed disposal of the Group's entire shareholding in PROTON to PETRONAS for a total cash consideration of RM1,033 million. 

g)
The negotiation for the proposed divestment of the Group’s entire shareholding in EON Berhad to PROTON is not progressing as there is a non-agreement as yet  on the issue of EON share price.

h)
Apart from the above, there is no other corporate proposal announced but not completed in the interval between 22 August 2000 and date of this announcement.

10.
SEASONAL OR CYCLICAL FACTORS

The businesses of the Group were not materially affected by any seasonal or cyclical fluctuations during the financial period ended 30 June 2000.

11.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES

(a) The issued and paid-up share capital of the Company as at 30 June 2000 was RM263,005,002.  The allotment of new ordinary shares at an issue price of RM4.57 per share pursuant to the acquisitions of Gadek, Gadek Capital and HICOM was made on 10 July 2000.

(b)
Other than the above, there were no issuance and repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 30 June 2000.

12.
GROUP BORROWINGS


Total Group borrowings are as follows :

(a)
Short Term Borrowings






As at

30.6.2000

RM’000

As at

31.3.2000

RM’000


Secured





Bank Overdrafts
53,554

2,492


Bankers acceptance
65,282

-


Letter of credits
40,414

-


Revolving credits
68,306

492


Short term loans
266,374

-


Long term loans – portion repayable within

  12 months
183,582

26,399


Bonds 1996/2001 (see note (ii) below) 
1,643,600

-



2,321,112

29,383


Unsecured





Bank overdrafts
102,125

36,528


Bankers acceptance
103,844

-


Revolving credits
709,990

555,756


Short term loans
31,024

-


Long term loans – portion repayable within 

  12 months
397,221

25,781


Total
3,665,316

647,448

12.
GROUP BORROWINGS (continued)







(b)
Long Term Borrowings





Secured





Hire purchase and leasing creditors
132,813

218,253


- Portion repayable within 12 months included under creditors
(12,028)

(115,340)



120,785

102,913








Long term loans 
497,133

55,500


- Portion repayable within 12 months included under short term borrowings
(183,582)

(26,399)



313,551

29,101








Unsecured





Long term loans 
1,146,938

154,356


- Portion repayable within 12 months included under short term borrowings
(397,221)

(25,781)



749,717

128,575








Deferred liability
9,700

-


Murabahah Underwritten Notes Issuance 

  Facility (“MUNIF”)
364,000

-


Total
1,557,753

260,589






Note  : (i)   All the borrowings are denominated in Ringgit Malaysia

            (ii)  The Bonds 1996/2001 comprise of HICOM Bonds of RM915 million and Gadek bonds of RM728.6 million, both maturing on 19 March 2001.

13.
CONTINGENT LIABILITIES

Contingent liabilities of the Group as at 30 June 2000 comprise the following :



RM’000





(a)
Corporate guarantees given to third parties.
63,212





(b)
Claim against a subsidiary company for the cancellation and discontinuance of charter flight services
8,892





(c)
Claim against a subsidiary company in respect of loss of profit due to the revocation of offer of tender
1,265





(d)
A finance subsidiary of the Group makes various commitments and incurs certain contingent liabilities with legal recourse to its customers.  No material losses are anticipated as a result of these transactions.  The risk weighted exposures of the above subsidiary are as follows:


Current Quarter
Previous Financial

Year End


Principal

Amount
Credit

Equivalent Amount
Principal

Amount
Credit

Equivalent Amount


RM Million
RM Million
RM Million
RM Million







Direct credit substitutes
5
5
15
15







Housing loans sold directly and indirectly to Cagamas with recourse
355
355
340
340







Irrevocable commitments to extend credit

· maturity more than one year

· maturity less than one year
99

8
49

0
85

38
43

0

Total
467
409
478
398



* 
The credit equivalent amount is arrived at using the credit conversion factor as per Bank Negara      Malaysia guidelines.

14.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

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

15.
MATERIAL LITIGATION

Save as disclosed in note 13 (b) and (c), there was no material litigation pending as at the date of this announcement.

16.
SEGMENTAL INFORMATION


The information of each of the Group’s industry segments is as follows :





Current Year

To Date  

30.6.2000

RM’000


Operating revenue





Automotive


879,220


Property and Construction


31,489


Services


138,443


Investment Holdings




10,058


Total (see note (i) below)


1,059,210








16.
SEGMENTAL INFORMATION (continued)











Current Year

To Date  

30.6.2000

RM’000


Profit before taxation





Automotive


104,932  


Property and Construction


1,897


Services


(10,411)


Investment Holdings


(10,501)








Total


85,917








Total assets employed





Automotive


4,861,026


Property and Construction


1,714,153


Services


5,435,604


Investment Holdings


2,321,684








Total


14,332,467



(i)
Included in the total operating revenue is interest income of RM18,718,000.

17.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group recorded a profit before taxation of RM85.9 million for the first quarter ended 30 June 2000 compared to a loss before taxation of RM325.5 million in the previous quarter ended 31 March 2000.

Included in the previous quarter results is exceptional losses of RM397.4 million mainly due to provision for diminution in value of investments.  The current quarter results include the post-acquisition profits of the subsidiaries acquired.

18.
REVIEW OF PERFORMANCE

(a)
For the financial period ended 30 June 2000, the Group recorded an unaudited profit before taxation of RM85.9 million compared to RM7.74 million in the previous corresponding period. The substantial increase in profits is reflective of the overall performance of the various companies in the Group.

 (b)
Apart from the proposals as mentioned in Note 9, there has not arisen in the interval between the end of the first quarter and the date of this announcement, any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors, to affect substantially the results of the operations of the Group.

19.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR


Malaysia recorded a GDP growth of 8.8% in the second quarter of 2000.  In line with the improving economic conditions, the companies in the enlarged DRB-HICOM Group are expected to contribute positively to the Group’s profitability.


Barring any unforeseen circumstances, the Board of Directors is confident that the Group will be able to record commendable results in the current financial year ending on 31 March 2001.

20.
DIVIDEND
No interim dividend is recommended for the quarter under review.

BY ORDER OF THE BOARD.

CHANG PIE HOON

CHOO CHOCK FAH 

Secretaries

Shah Alam

29 August 2000
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