
EXPLANATORY NOTES

1.
ACCOUNTING POLICIES
The second quarter financial statements have been prepared in accordance with the applicable approved Accounting Standards in Malaysia and based on accounting policies and methods of computation consistent with those adopted in the 31 March 2001 audited financial statements except for the change in the accounting policy in respect of investment in a joint venture company, pursuant to MASB 16 which is applicable to the Group beginning 1 April 2001.

The Group, in complying with MASB 16, Financial Reporting of Interests in Joint Ventures, has ceased to apply proportionate consolidation on the joint venture company as done previously and has applied the effects of accounting for the joint venture company on the basis of equity accounting in accordance with MASB 12, Investment in Associates, retrospectively.  Accordingly, the income statement for the corresponding quarter/period ended 30 September 2000 and the consolidated balance sheet as at 31 March 2001 have been restated.

2. EXCEPTIONAL ITEMS

The details of the exceptional items are as follows:


2nd Quarter
Cumulative Quarter


Current  Year

Quarter 

30.9.2001
Preceding Year 

Corresponding

Quarter

30.9.2000
Current 

Year 

To date

30.9.2001
Preceding Year 

Corresponding

 Period

30.9.2000



RM’000
RM’000
RM’000
RM’000

a)
Provision for diminution in value of quoted investment


(11,670)
-
(11,670)
-

b)
Loss on disposal of shares in a subsidiary company
-
(1,033)
-
(1,033)









(11,670)
(1,033)
(11,670)
(1,033)

3.
EXTRAORDINARY ITEMS

There were no extraordinary items for the financial period ended 30 September 2001.

4.
TAXATION

Taxation comprises the following:


2nd Quarter
Cumulative Quarter


Current  Year

Quarter 

30.9.2001
Preceding Year 

Corresponding

Quarter

30.9.2000
Current 

Year 

To date

30.9.2001
Preceding Year 

Corresponding

 Period

30.9.2000



RM’000
RM’000
RM’000
RM’000

Current Taxation
19,288
30,020
28,973
54,477

Underprovision in previous years
5,338
-
5,175
-

Taxation on share of profits of associated companies


25,446
26,413
49,850
34,410

Taxation on share of profits of a joint-venture company
2,035
1,487
4,272
2,009









52,107
57,920
88,270
90,896


The Group’s effective tax rate is higher for the current quarter/period due to profits of certain subsidiaries and associated companies which for income tax purposes cannot be set-off against losses incurred by other subsidiaries and associated companies.

5. PROFIT ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
There was no sale of unquoted investments nor properties for the financial period ended 30 September 2001.

6.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES

The following particulars on quoted securities do not include any quoted investments undertaken by the insurance subsidiary company of the Group:

 
Current Year

To Date

30.9.2001



RM’000






(a) Total purchases and disposal of quoted securities 

are as follows:








Purchases
NIL


Disposal
NIL


(b) Investments in quoted securities other than the investments in subsidiaries and associated companies as at 30 September 2001 are as follows:


In Malaysia

RM’000

Outside Malaysia

RM’000






At cost
3,416

38,781

At carrying value
1,368

26,675

At market value
1,368

26,675

7.
CHANGES IN THE COMPOSITION OF THE GROUP
(a)
Comtrac Sdn Bhd, an indirect subsidiary of DRB-HICOM Berhad had subscribed for additional 340,000 ordinary shares of RM1.00 each (unsubscribed by the other minority shareholder) in Comtrac Precast Sdn Bhd on 10 September 2001.  As a result of the above, Comtrac Sdn Bhd’s equity interest in Comtrac Precast Sdn Bhd increased from 80% to 97%.

(b)
On 28 September 2001, as announced to Kuala Lumpur Stock Exchange, HICOM Berhad, effectively a wholly-owned subsidiary of DRB-HICOM Berhad, acquired the entire equity interest in Wawasan Acu Sdn Bhd (“WASB”).  The issued and paid-up share capital of WASB is RM2.00.

(c)
Apart from the above, there were no changes in the composition of the Group during the financial period ended 30 September 2001.

8.
STATUS OF CORPORATE PROPOSALS

(a) On 22 December 2000, as announced to Kuala Lumpur Stock Exchange (“KLSE”), DRB-HICOM Berhad (“DRB-HICOM” or “Company”) together with Gadek (Malaysia) Berhad, a wholly owned subsidiary of DRB-HICOM, had entered into a conditional Sale and Purchase Agreement with Malton Corporation Sdn Bhd (formerly known as Malton Hotel Management Sdn Bhd) (“Malton”) to collectively dispose of 174,176,464 Gadek Capital Berhad (“Gadek Capital”) shares representing the entire equity interest in Gadek Capital for a total cash consideration of RM480 million (“Proposed Disposal”). 

The Proposed Disposal was approved by the Securities Commission (“SC”) on 2 May 2001 and 21 September 2001. The Foreign Investment Committee (“FIC”) had on 17 July 2001 approved the proposed acquisition of Gadek Capital shares by Malton and the proposed acquisition of assets by Gadek Capital.

Shareholders’ approval was obtained at DRB-HICOM’s Extraordinary General Meeting held on 17 October 2001.

All the necessary approvals have been obtained save for the approval in principle from the KLSE on the proposed listing and approval from the Malaysian Central Depository for the transfer of shares.

(b) On 13 March 2001, Gadek Capital announced that it had entered into the following conditional Sale and Purchase Agreements and deed of assignments (for item (ii) below) on 12 March 2001 in relation to the following:-

(i) proposed acquisition of the entire issued and paid-up capital of Khuan Choo Realty Sdn Bhd comprising 16,650,010 ordinary shares of RM1.00 each from Datuk Lim Siew Choon, Sebaya Murni Sdn Bhd, Capt (R) Noziah Bt. Dato' Hj Osman, Zaheera Bt Ahmad, Major Ismail bin Ahmad and Lim Choon Hai for a purchase consideration of RM87,891,467 to be satisfied by way of cash;

(ii) proposed acquisition of approximately 69.12% equity interest of Bukit Rimau Development Sdn Bhd ("BRD") comprising 3,455,997 ordinary shares of RM1.00 each ("BRD Shares") from Asas Unggul Sdn Bhd ("Asas Unggul") for a purchase consideration of RM49,113,513.20 to be satisfied by way of cash and the proposed assignment to Gadek Capital the advances to BRD by a director of BRD and BRD's holding company i.e. Asas Unggul totalling RM30,886,486.80 for a cash consideration of the same amount; and

(iii) proposed acquisition of the entire issued and paid-up capital of Domain Resources Sdn Bhd comprising 1,000,000 ordinary shares of RM1.00 each from Hillary Frank Fredericks (for Che King Tow), Wee Beng Aun and Che Kiong Seong for a purchase consideration of RM38,000,000 to be satisfied by way of cash.

(Collectively referred to as the "Proposed Acquisitions").

As announced to the KLSE on 27 April 2001, the Proposed Acquisitions forms an integral part of the proposed restructuring of Gadek Capital which would encompass the following:-

(aa) proposed bonus issue of 174,176,464 new ordinary shares of RM1.00 each in Gadek Capital on the basis of one(1) new ordinary share in Gadek Capital for every one(1) existing ordinary share of RM1.00 each in Gadek Capital held after the Proposed Disposal (“Proposed Bonus Issue”);

(ab) proposed placement of up to 104,158,000 existing ordinary shares of RM1.00 each in Gadek Capital representing approximately 29.9% of the enlarged issued and paid-up share capital of the Company after the Proposed Bonus Issue at a placement price to be negotiated with the placees (“Proposed Placement”);

(ac) proposed offer for sale of 122,280,000 existing ordinary shares of RM1.00 each in Gadek Capital to Directors, employees, to the public and bumiputera investors to be nominated by MITI and/or Malton at an offer price to be determined later (“Proposed Offer For Sale”); and

(ad) proposed increase in authorised share capital of Gadek Capital from RM200,000,000 comprising 200,000,000 ordinary shares of RM1.00 each to RM1,000,000,000 comprising 1,000,000,000 ordinary shares of RM1.00 each.

(All the above to be collectively known as “Proposed Restructuring”)

The Proposed Restructuring was approved by the FIC vide its letter dated 17 July 2001.

Subsequently, as announced to the KLSE on 20 August 2001, the Ministry of International Trade and Industry expressed that it has no objection to the abovementioned Proposed Restructuring vide its letter dated 14 August 2001.

On 3 October 2001, the SC approved the Proposed Restructuring. On 15 October 2001, Gadek Capital announced its proposal to issue up to 174,176,464 new warrants in Gadek Capital (“Gadek Capital Warrants”) on the basis of one (1) Gadek Capital Warrant for every two (2) existing ordinary shares of RM1.00 each held in Gadek Capital after the Proposed Bonus Issue to Malton, but before the Proposed Placement and Proposed Offer for Sale at an aggregate consideration of RM250,000 (i.e. approximately 0.14 sen per Gadek Capital Warrant) (“Proposed Warrants Issue”). The basis of the Proposed Warrants Issue has been determined based on the enlarged share capital of Gadek Capital after the Proposed Bonus Issue of 348,352,928 ordinary shares of RM1.00 each in Gadek Capital.

As part of the Proposed Placement and Proposed Offer for Sale, Malton proposes to attach for free, one (1) Gadek Capital Warrant for every two (2) existing ordinary shares of RM1.00 each of Gadek Capital placed/offered pursuant to the Proposed Placement and Proposed Offer for Sale.

The Revised Proposed Offer for Sale, Revised Proposed Placement and Proposed Warrants Issue are subject to the approval from the following parties:-

(a) the SC;

(b) the KLSE for the:

(i) Deed Poll for the Gadek Capital Warrants;

(ii) Initial listing of and quotation for the Gadek Capital Warrants on the Main Board of the KLSE; and

(iii) Listing of and quotation for the new ordinary shares of RM1.00 each in Gadek Capital to be issued upon exercise of the Gadek Capital Warrants on the Main Board of the KLSE.

(c) the FIC;

(d) the MITI; and 

(e) the shareholders of Gadek Capital.

(c) HICOM Holdings Berhad (“HICOM”), effectively a wholly-owned subsidiary of DRB-HICOM, had on 5 September 2001 entered into a conditional Sale and Purchase (“S&P”) Agreement with Tune Air Sdn Bhd (“Tune Air”) for the proposed disposal by HICOM, of its entire shareholding in AirAsia Sdn Bhd (“AirAsia”) of 51,680,000 ordinary shares of RM1.00 each representing 99.25% equity interest in AirAsia (AirAsia Shares) to Tune Air for a cash consideration of RM1.00 and the assumption of 50% of the net liabilities of AirAsia on completion.

The AirAsia Shares will be disposed of free from all encumbrances whatsoever together with all rights attached thereto as at the date of the S&P Agreement upon the terms and subject to the conditions contained in the S&P Agreement.

(d) On 10 September 2001, DRB-HICOM announced to the KLSE its proposal to grant share option to an Executive Director ("Proposed Grant of Option to an Executive Director").

In accordance with Clause 3.1(b)(i) of the Bye-Laws of DRB-HICOM’s Employees' Share Option Scheme ("ESOS"), any employee who has served at least one (1) continuous year of service with the Company including a full-time Executive Director of the Company is eligible to participate in the ESOS. Accordingly, Y. Bhg. Dato' Tik Mustaffa who is an Executive Director is eligible to participate in the ESOS for up to a maximum of 500,000 new DRB-HICOM shares in accordance with Clause 5.2 of the ESOS Bye-Laws. Subject to the approval of the SC, the Board of Directors of DRB-HICOM is proposing that the Proposed Grant of Option to an Executive Director takes effect from 2 July 2001.

The Proposed Grant of Option to an Executive Director is subject to the approvals of the following:-

(i) shareholders of the Company at an Extraordinary General Meeting, which was obtained on 17 October 2001;

(ii) KLSE for the granting of listing and quotation for the DRB-HICOM new shares to be issued pursuant to the Proposed Share Option; and

(iii) SC for the effective date of the Proposed Grant of Option to an Executive Director to be made with effect from 2 July 2001 and for the exercise price which is calculated based on the average market price of the Shares for the five (5) Market Days preceding 2 July 2001.

(e) On 19 November 2001, DRB-HICOM announced to the KLSE that its effectively  wholly-owned subsidiary, HICOM Holdings Berhad, had on 16 November 2001 entered into a conditional Share Sale Agreement (“SSA”) for the proposed disposal of 85% equity interest comprising 8,500,000 ordinary shares of RM1.00 each in HICOM Carriage Engineering Sdn Bhd (“HCESB”) to Mega Highlights Sdn Bhd, a company owned by Encik Khoriri Abu Sabri, for a cash consideration of RM850,000 (“Proposed Disposal”). The Proposed Disposal is a management buyout by Encik Khoriri who is presently the Chief Executive Officer and a director of HCESB.

The Proposed Disposal is subject to, inter-alia, approvals being obtained from the Ministry of International Trade and Industry and any other party or authority necessary for the sale and purchase of the sale shares.

(f)
The negotiation for the proposed divestment of the Group’s entire shareholding in Edaran Otomobil Nasional Berhad to Perusahaan Otomobil Nasional Berhad has not progressed as the parties have not reached an agreement on the issue of pricing.

9.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES

During the financial period ended 30 September 2001, the issued and paid-up share capital of the Company was increased from RM912,394,647 to RM913,640,647 by way of issue of 1,246,000 new ordinary shares of RM1.00 each, pursuant to the exercise of 1,246,000 share options under the Employees’ Share Option Scheme.  

Apart from 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 September 2001.

10.
GROUP BORROWINGS


(i)
Total Group borrowings are as follows:



As at

30.9.2001

RM’000

As at

31.3.2001

RM’000

(a)
Short Term Borrowings





Secured





Bank overdrafts
37,462

34,935


Bankers acceptances
60,191

20,448


Letter of credits
33,328

27,434


Revolving credits
73,515

57,801


Short term loans
329,797

354,596


Hire Purchase and Lease Liabilities payable within 12 months
180,471

170,758


Long term loans – portion repayable within 12 months
47,061

48,459


Syndicated Bank Guarantee Facility
728,112

728,112



1,489,937

1,442,543



As at

30.9.2001

RM’000

As at

31.3.2001

RM’000


Unsecured





Bank overdrafts
106,556

79,636


Bankers acceptance
146,748

227,156


Revolving credits
354,765

315,445


Short term loans
167,342

184,142


Long term loans – portion repayable within 12 months
7,687

8,279


Total
2,273,035

2,257,201







(b)
Long Term Borrowings











Secured





Hire purchase and lease liabilities
250,646

250,201


- Portion repayable within 12 months 
(180,471)

(170,758)



70,175

79,443








Long term loans 
426,606

408,108


- Portion repayable within 12 months 
(47,061)

(48,459)



379,545

359,649




Unsecured





Long term loans 
375,977

371,395


- Portion repayable within 12 months 
(7,687)

(8,279)



368,290

363,116








Deferred liability
9,700

9,700








Total
827,710

811,908








Grand Total
3,100,745

3,069,109




Note:   Apart from the following Ringgit equivalent of foreign currency borrowing, the rest of the total borrowings are denominated in Ringgit Malaysia.:

                  

As at
Amount

30.9.2001
RM25.63 million (USD 6.74 million)

31.3.2001
RM26.45 million (USD 6.96 million)

11.
CONTINGENT LIABILITIES

Contingent liabilities of the Group comprise the following:



As at 30.9.2001



RM’000





(a)
Corporate guarantees given to third parties.
36,158





(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





12.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Foreign Currency Contracts

As at 21 November 2001, the Group had entered into the following outstanding foreign currency contracts to hedge its committed purchases:-

Foreign Currency
Contract Amounts (‘000)
Equivalent Amount In Ringgit Malaysia (‘000)
Expiry Dates

Japanese Yen
2,129,862
67,742
26/11/2001 – 01/07/2002

US Dollar
       8,305
31,552
22/11/2001 – 12/07/2002

Foreign currency transactions in Group companies are accounted for at rates of exchange ruling on the transaction dates unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used.  Exchange gains and losses are dealt with in the income statement.  The forward exchange contracts are executed with creditworthy financial institutions with a view to limit the credit and market risks exposure to the Group.

13.
MATERIAL LITIGATION

Save as disclosed below and in Note 11 (b) and (c), there are no material litigations pending as at the date of this report.

On 5 June 2001, the Company announced to the KLSE that a Writ of Summons was filed in the Kuala Lumpur High Court against a subsidiary company, Gadek (Malaysia) Berhad for purportedly failing to pay the outstanding amounts inclusive of interest under the Syndicated Bank Guarantee Facility Agreement dated 18 March 1996.  The litigation is being handled by the subsidiary company with its solicitors.  The Group is involved in the subsidiary company’s efforts to restructure the terms of this facility with the guarantor banks, which will among other things, resolve the litigation.  The Directors are confident that this restructuring will be successfully completed.
14.
SEGMENTAL INFORMATION


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





Current Year

To Date

30.9.2001

RM’000

Revenue




Automotive


966,336

Property and Construction


250,368

Services


692,215

Investment Holding




3,750

Total 


1,912,669






Profit before taxation




Automotive


164,083

Property and Construction


25,708

Services


(43,919)

Investment Holding


(47,231)






Total


98,641






Total assets employed




Automotive


3,048,454

Property and Construction


2,661,763

Services


1,898,225

Investment Holding




694,914

Total


8,303,356

15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group recorded a profit before taxation of RM69.4 million for the second quarter ended 30 September 2001 compared to a profit before taxation of RM29.2 million in the preceding quarter ended 30 June 2001.  

The improvement in the results was mainly attributable to:

(a)
Higher profits achieved by the companies in the automotive sector; and

(b)
Profit contribution from Electrified Double Track Project (“EDTP”).

16.
REVIEW OF PERFORMANCE

For the first half-year ended 30 September 2001, the Group recorded a profit before taxation of RM98.6 million compared to RM176.3 million in the previous corresponding half-year. 

Included in the previous corresponding period results are profit contributions of RM130.6 million derived from its former subsidiary companies namely PROTON Edar Sdn Bhd (formerly known as Usahasama PROTON-DRB Sdn Bhd) and Credit Corporation (Malaysia) Berhad which were disposed of on 31 October 2000 and 29 December 2000 respectively.  Without the profit contributions from these companies, the Group’s profit before taxation for the previous corresponding period would have amounted to RM45.7 million. On this basis, the Group had achieved better results of RM98.6 million for the financial period ended 30 September 2001 compared to RM45.7 million previously.  The higher results were achieved on account of improved performances of the companies in the automotive sector and the profit recognition in respect of EDTP.

17.
SUBSEQUENT EVENT

Apart from the proposals as mentioned in Note 8, there has not arisen in the interval between the end of the second 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.

18.
SEASONALITY OR CYCLICALITY OF OPERATIONS

The businesses of the Group were not materially affected by any seasonal or cyclical fluctuations during the financial period ended 30 September 2001.

19.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR

The uncertainties of the global economy especially aggravated by the events of the September 11 attacks in the USA are of concern.  However, the Government’s stimulus package of RM3.0 billion in March 2001, an additional package of RM4.3 billion and the Budget 2002 are expected to encourage consumer spending and stimulate the domestic economy.

The automotive sector which is the core business sector of the Group is expected to benefit from the above initiatives.  

The Group’s involvement in the design and construction of the RM2.6 billion Electrified Double Track (“EDT”) Project between Rawang and Ipoh is expected to contribute positively to the Group’s results.

Barring any unforeseen circumstances, the Board of Directors is optimistic that the Group’s profit before taxation for the second six months of the financial year ending 31 March 2002 will be substantially better than the results of the first six months ended 30 September 2001.  Similarly, the net results attributable to shareholders for the second half is expected to improve substantially resulting in a significantly positive net results attributable to shareholders for the full financial year.

20.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE


The above is not applicable for the financial period ended 30 September 2001.

21.
DIVIDEND
No interim dividend has been declared for the second quarter under review.

BY ORDER OF THE BOARD.

CHANG PIE HOON

CHOO CHOCK FAH 

Secretaries

Shah Alam

27 November 2001
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