
EXPLANATORY NOTES

1.
ACCOUNTING POLICIES
The first 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 2002 audited financial statements except for the change in the accounting policy in respect of dividends proposed, pursuant to MASB 19 “Events After the Balance Sheet Date”, which is applicable to the Group beginning 1 April 2003.


In the previous financial year, dividends proposed after the balance sheet date was accrued as a liability at the balance sheet date.  Under the new accounting policy, these dividends are accrued as a liability in the period in which the obligation to pay is established.


The change in accounting policy has been accounted for retrospectively and has the effect of increasing the consolidated retained earnings for the financial year ended 31 March 2002 by RM13,241,000 and net tangible assets per share to RM2.48 from RM2.46.


The effects of the change in accounting policy are as follows:

	31 March 2002
	As previously reported

RM’000
	
	Effects

of 

change

RM’000
	
	As

restated

RM’000

	
	
	
	
	
	

	Trade and other payables

(inclusive of provision for liabilities & charges)
	1,753,779
	
	(13,241)
	
	1,740,538

	
	
	
	
	
	

	
	
	
	
	
	

	Reserves
	1,347,147
	
	13,241
	
	1,360,388

	
	
	
	
	
	


2. EXCEPTIONAL ITEM

The exceptional item for the financial period ended 30 June 2002 is in respect of allowance for diminution in value of a foreign quoted investment.

3.
EXTRAORDINARY ITEMS

There were no extraordinary items for the financial period ended 30 June 2002.

4.
TAXATION

Taxation comprises the following:

	
	1st Quarter
	Cumulative Quarter

	
	Current  Year

Quarter 

30.06.2002
	Preceding Year 

Corresponding

Quarter

30.06.2001
	Current 

Year 

To date

30.06.2002
	Preceding Year 

Corresponding

 Period

30.06.2001

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	Current taxation
	13,929
	9,685
	13,929
	9,685

	
	
	
	
	

	Deferred taxation
	  (853)
	                -
	(853)
	        -           

	
	
	
	
	

	Under/(Over) provision in previous years
	790
	(163)
	790


	(163)

	
	
	
	
	

	Taxation on share of results of jointly controlled entities
	3,773


	3,158


	3,773


	3,158



	
	
	
	
	

	Taxation on share of results of associated companies
	23,315


	23,483


	23,315


	23,483



	
	
	
	
	

	
	
	40,954
	36,163
	40,954
	36,163



The Group’s effective tax rate is higher than the statutory rate for the current quarter mainly due to profits of certain subsidiary companies which for income tax purposes cannot be set-off against losses incurred by other subsidiary companies and certain expenses which were not deductable for tax purposes.

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 June 2002.

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:

	 
	Financial 

period

ended 

30.6.2002

	
	RM’000

	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 June 2002 are as follows:

	
	In Malaysia

RM’000
	
	Outside Malaysia

RM’000

	
	
	
	

	At cost
	3,416
	
	38,780

	At carrying value
	1,515
	
	30,270

	At market value
	1,515
	
	30,270




7.
CHANGES IN THE COMPOSITION OF THE GROUP 

(a)
On 26 April 2002, as announced to Kuala Lumpur Stock Exchange, HICOM-Selangor Marine Management Sdn Bhd (“HSMM”), an indirect subsidiary of DRB-HICOM Berhad was placed under members’ voluntary winding up effective 26 April 2002. Mr Choong Siew Kay of Messrs CSC Secretarial Consultancy was appointed liquidator for HSMM on the same day.

(b)
On 29 April 2002, Comtrac Sdn Bhd, an indirect subsidiary of DRB-HICOM Berhad, subscribed for an additional 337,620 new ordinary shares of RM1.00 each in Comtrac Glenview Sdn Bhd (formerly known as Makassar Properties Sdn Bhd).  As a result, Comtrac Sdn Bhd’s equity stake in Comtrac Glenview Sdn Bhd increased from 49.0% to 49.88%. 

(c)
On 3 June 2002, the Company announced to the Kuala Lumpur Stock Exchange that pursuant to its application to strike off the name of HICOM Transmission Sdn Bhd, an indirect subsidiary of DRB-HICOM Berhad, the Companies Commission of Malaysia notified that the name of the subsidiary concerned had been struck off the register pursuant to Section 308(4) of the Companies Act, 1965. 

(d)
Apart from the above, there were no changes in the composition of the Group during the financial period ended 30 June 2002.

8.
STATUS OF CORPORATE PROPOSALS

(a)
On 9 January 2002, Gadek (Malaysia) Berhad (“Gadek”), a wholly owned subsidiary of the Company has, with the assistance of the Corporate Debt Restructuring Committee, concluded its negotiations and entered into a conditional Debt Restructuring Agreement (“DRA”) with eighteen (18) lenders (“Lenders”), to restructure and settle the total principal debts together with interest accruing thereon as at 15 December 2001 owing by Gadek to the Lenders (“Proposed Debt Restructuring”).  The debts to be restructured and settled pursuant to the Proposed Debt Restructuring amounted to approximately RM1,112.3 million and comprise principal debt of approximately RM989.1 million and estimated interests accruing thereon of approximately RM123.2 million.


Under the DRA, the aforesaid debts are to be restructured and settled in the following manner:

(i)
Cash payments of RM240.40 million which were paid on 18 February 2002 and 27 February 2002.

(ii)
Proposed conversion of the remaining portion of the debts amounting to approximately RM871.9 million into three different debt instruments as follows:

-
RM485.7 million via issuance of Redeemable Secured Loan Stocks (“RSLS”).

-
RM208.2 million via issuance of Redeemable Exchangeable Secured Loan Stocks (“RESLS”).

-
RM178.0 million via issuance of Redeemable Exchangeable Unsecured Loan Stocks (“REULS”).

All approvals have been obtained for the Proposed Debt Restructuring.


The Debt Restructuring would be implemented upon the finalisation of the relevant legal documents with regard to the issuance of the debt instruments.

(b)
As announced on 21 March 2002, Bank Negara Malaysia (“BNM”) had vide its letter dated 18 March 2002 granted approval to the DRB-HICOM Group and the United Overseas Bank Group to:-

(i) commence negotiation with Edaran Otomobil Nasional Berhad and The Colonial Mutual Life Assurance Company Limited for the purpose of acquiring the entire equity interest in EON CMG Life Assurance Berhad; and

(ii) commence negotiation with the shareholders of South East Asia Insurance Berhad (“SEA”) and Overseas Union Insurance (Malaysia) Berhad (“OUIM”).

As announced by DRB-HICOM on 1 July 2002, BNM, vide its letter dated 27 June 2002, indicated that it had no objection to the following Proposals: 
Step 1: Proposed EON CMG Acquisition

On 28 June 2002, Tower-Ed Sdn Bhd ("Tower-Ed"), which will be 51% owned by Gadek, a wholly-owned subsidiary of DRB-HICOM and 49% owned by United Overseas Bank (Malaysia) Bhd ("UOBM"), a wholly-owned Malaysian subsidiary of UOB, entered into a conditional Sale and Purchase Agreement with Edaran Otomobil National Berhad and The Colonial Mutual Life Assurance Society Limited to acquire 100% equity interest in EON CMG comprising 80,500,000 shares for a total purchase consideration of RM81.500 million to be satisfied by cash ("Proposed EON CMG Acquisition").

Step 2: Proposed Subscription 

On 29 June 2002, UOBM entered in a conditional Subscription Agreement with Tower-Ed ("Subscription Agreement") to subscribe for a total of 73,400,000 new shares in Tower-Ed at a subscription price of RM1.63 per share ("Proposed Subscription").

Step 3 : Proposed SEA Acquisition

On 28 June 2002, Gadek entered into a conditional Sale and Purchase Agreement with Tower-Ed for the disposal by Gadek to Tower-Ed of the entire equity interest held by Gadek in South East Asia Insurance Berhad ("SEA") comprising 68,094,444 shares or 68.09% of the issued and paid-up share capital of SEA for a total purchase consideration of RM76,410,138 to be satisfied by the issuance of 76,410,138 new shares or 51% in the share capital of Tower-Ed at an issue price of RM1.00 per share ("Proposed SEA Acquisition").

Step 4 : Proposed OUIM Acquisition

On 28 June 2002, SEA entered into a conditional Sale and Purchase Agreement with OUIM for the proposed acquisition of certain assets, liabilities and general insurance business of OUIM ("OUIM Business") for a total cash consideration of RM93.794 million ("Proposed OUIM Acquisition").

SEA shall acquire the OUIM Business excluding dividends accruing to OUIM and a cash sum of RM75 million placed in fixed deposits by OUIM (with interest accruing thereon up to the completion date of the Proposed OUIM Acquisition) ("Excluded Assets") for a total cash consideration of RM93.794 million. The Excluded Assets represents proceeds from several capital raising exercises undertaken by OUIM during 2001 in order to meet BNM's minimum capital requirement of RM100 million.

Thereafter, the OUIM Business will be merged with that of SEA's insurance business via the transfer of the OUIM Business to SEA.

The Proposed EON CMG Acquisition, Proposed Subscription, Proposed SEA Acquisition and Proposed OUIM Acquisition are collectively referred to as the "Proposals". 

To govern their rights and obligations as shareholders of Tower-Ed, Gadek and UOBM have also entered into a conditional Joint Venture and Shareholders' Agreement ("JVSA") on 1 July 2002.

The Proposals are subject to, inter-alia, the approvals of the following :-

(a) the Minister of Finance via BNM, obtained via its letter dated on 27 June 2002;

(b) the BNM, for the scheme of the proposed acquisition of OUIM Business with that of SEA ("Scheme"). On 9 August 2002, DRB-HICOM announced that OUIM had received BNM’s approval dated 2 August 2002 for the scheme of transfer of the general insurance business of OUIM to SEA, a subsidiary of DRB-HICOM, under Section 128 (1) of the Insurance Act, 1996.

(c) the Foreign Investment Committee;

(d) the Court, for the confirmation of the Scheme; 

(e) the Securities Commission for the exemption from having to undertake a take-over offer pursuant to the Proposed SEA Acquisition; and

(f) the lenders of Gadek for the Proposed SEA Acquisition (if required).

The Directors of DRB-HICOM expect to complete the Proposals by end-December 2002.


(c)
On 29 June 2002, the Group via its wholly-owned subsidiary company, United Straits Fuso Sdn. Bhd. (“USF”) entered into a Share Sale Agreement (“SSA”) with Master-Carriage (Malaysia) Sdn. Bhd. (“MCM”) for the proposed acquisition of 100% equity interest in Directional (Malaysia) Sdn. Bhd.  The purchase consideration is to be satisfied by conversion of debts and nominal cash.

The approval of the Foreign Investment Committee was obtained on 7 August 2002 and the Proposed Acquisition is expected to be completed by the second quarter of the financial year.

9.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES

During the financial period ended 30 June 2002, the issued and paid-up share capital of the Company was increased from RM919,482,647 to RM955,254,647 by way of issue of 35,772,000 new ordinary shares of RM1.00 each, pursuant to the exercise of 35,772,000  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 June 2002.

10.
GROUP BORROWINGS


(i)
Total Group borrowings are as follows:

	
	
	As at

30.6.2002

RM’000
	
	As at

31.3.2002

RM’000

	(a)
	Short Term Borrowings
	
	
	

	
	Secured
	
	
	

	
	Bank overdrafts
	38,765
	
	40,313

	
	Bankers acceptances
	41,716
	
	49,884

	
	Letter of credits
	51,633
	
	82,935

	
	Revolving credits
	59,217
	
	64,069

	
	Short term loans
	89,168
	
	92,568

	
	Hire purchase and finance lease liabilities payable within 12 months
	232,814
	
	234,633

	
	Long term loans – portion repayable within 12 months
	139,960
	
	139,406

	
	Syndicated bank guarantee facility
	653,640
	
	653,640

	
	Sub-total
	1,306,913
	
	1,357,448

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	Unsecured
	
	
	

	
	Bank overdrafts
	78,017
	
	89,640

	
	Bankers acceptances
	142,462
	
	149,836

	
	Revolving credits
	308,077
	
	330,311

	
	Short term loans
	214,621
	
	216,521

	
	Long term loans – portion repayable within 12 months
	22,897
	
	17,213

	
	Sub-total
	766,074
	
	803,521

	
	Total
	2,072,987
	
	2,160,969

	
	
	
	
	

	(b)
	Long Term Borrowings
	
	
	

	
	
	
	
	

	
	Secured
	
	
	

	
	Hire purchase and finance lease liabilities
	258,275
	
	256,997

	
	- Portion repayable within 12 months 
	(232,814)
	
	(234,633)

	
	
	25,461
	
	22,364

	
	
	
	
	

	
	Long term loans 
	538,131
	
	538,097

	
	- Portion repayable within 12 months 
	(139,960)
	
	(139,406)

	
	
	398,171
	
	398,691

	
	Unsecured
	
	
	

	
	Long term loans 
	350,658
	
	328,694

	
	- Portion repayable within 12 months 
	(22,897)
	
	(17,213)

	
	
	327,761
	
	311,481

	
	Deferred liability
	36,162
	
	36,162

	
	Total
	787,555
	
	768,698

	
	Grand Total
	2,860,542
	
	2,929,667

	  
	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

	30.6.2002
	RM25.69million (USD 6.76 million)

	31.3.2002
	RM25.69 million (USD 6.76 million)


11.
CONTINGENT LIABILITY

	
	
	
	As at 30.6.2002
	As at 31.3.2002

	
	
	
	RM’000
	RM’000

	
	
	
	
	

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


12.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Foreign Currency Contracts

As at 22 August 2002, 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 
	1,074,226
	
	33,359
	
	26.08.02-08.01.03

	US Dollar
	3,598
	
	13,732
	
	23.08.02-28.03.03


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, there are no material litigations pending as at the date of this report.

a)
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) Sdn Bhd for purportedly failing to pay outstanding amounts inclusive 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 parties involved had finally executed the Debt Restructuring Agreement on 9 January 2002 pursuant to which the proceedings shall be withheld until such time as the debt restructuring scheme is fully implemented.

b)
The Company being the Guarantor, and a subsidiary company, Intrakota Consolidated Berhad (“ICB”) being the Hirer, received a Writ of Summons on 29 June 2000 from Sogelease Advance (Malaysia) Sdn Bhd claiming for the outstanding amounts of hire rentals inclusive of interest under various Hire Purchase Agreements.  The High Court granted Summary Judgement for a sum of RM 13,566,786.31 on 5 December 2001.  The Company and ICB appealed against the decision of the High Court and applied for Stay of Execution.  The application for Stay of Execution is fixed for hearing on 29 August 2002 and the Appeal, which was fixed for hearing on 14 August 2002, is now postponed to 25 September 2002.

c)
The Company being the Guarantor, and ICB, being the Hirer, received a Writ of Summons on 7 September 2001 from Ammerchant Bank Berhad (“ABB”) (formerly known as Arab Malaysian Merchant Bank Berhad) claiming for the sum of RM11,234,839.93 outstanding under a Facility Agreement dated 29 December 1995.  ABB however, had withdrawn the suit on 27 December 2001 pursuant to the agreement between the parties to have a 6 months standstill period to resolve the matter amicably out of court.  The 6 months standstill period had expired on 6 June 2002 and on 14 June 2002 both the Company and ICB received a letter of demand from the solicitors of ABB that they are commencing the legal suit again.  On 20 August 2002, ABB through their solicitors had served the Writ of Summons on both the Company and ICB claiming a total of RM10,887,927.79.  The Group has engaged Messrs Cheah Teh & Su to represent both the Company and ICB.

14.
SEGMENTAL INFORMATION


The information of each of the Group’s business segments for the financial period ended 30 June 2002 is as follows:

	
	Automotive
	Property and Construction
	Services
	Investment Holding
	Elimi-nations
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	

	External
	555,970
	238,332
	357,231
	2,618
	-
	1,154,151

	Inter-segment
	56,840
	44,846
	7,943
	2,288
	(111,917)
	-

	
	612,810
	283,178
	365,174
	4,906
	(111,917)
	1,154,151

	Results
	
	
	
	
	
	

	Segment profit/(loss)
	42,135
	5,513
	(1,929)
	(11,703)
	-
	34,016

	Interest income
	-
	-
	-
	-
	-
	14,170

	Finance costs
	-
	-
	-
	-
	-
	(36,346)

	Share of results of

  jointly controlled 

  entities
	6,193
	8,843
	117
	-
	-
	15,153

	Share of results of        

  associated 

  companies
	58,620
	2,887
	1,770
	-
	-
	63,277

	Profit from ordinary    

  activities before   

  taxation
	-
	-
	-
	-
	-
	90,270

	Taxation
	-
	-
	-
	-
	-
	(40,954)

	Profit from ordinary

  activities after

  taxation
	-
	-
	-
	-
	-
	49,316

	Minority Interests
	-
	-
	-
	-
	-
	(14,572)

	Net profit for 

  the period
	
	
	
	
	
	34,744

	Other information
	
	
	
	
	
	

	Assets
	
	
	
	
	
	

	Segment assets
	1,688,662
	2,045,045
	1,413,120
	328,512
	-
	5,475,339

	Interest bearing

  instruments
	-
	-
	-
	-
	-
	1,226,982

	Jointly controlled

  entities
	164,391
	212,123
	16,546
	-
	-
	393,060

	Associated 

  companies 
	1,154,612
	87,574
	16,498
	-
	-
	1,258,684

	
	
	
	
	
	
	8,354,065

	Liabilities
	
	
	
	
	
	

	Segment liabilities
	346,468
	1,392,186
	860,384
	11,660
	-
	2,610,698

	Interest bearing

  instruments
	-
	-
	-
	-
	-
	2,824,380

	Income tax liabilities
	-
	-
	-
	-
	-
	66,704

	
	
	
	
	
	
	5,501,782

	Other disclosure
	
	
	
	
	
	

	Depreciation and  

  amortisation 
	22,863
	4,401
	21,712
	1,167
	
	50,143


15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group recorded a profit before taxation of RM90.27 million for the first quarter ended 30 June 2002 compared to a profit before taxation of RM153.49 million in the preceding quarter ended 31 March 2002.  Included in the preceding quarter’s results were exceptional gains of RM56.27 million arising from the disposal of shares in subsidiary companies.

16.
REVIEW OF PERFORMANCE

For the first quarter ended 30 June 2002, the Group recorded an unaudited profit before taxation of RM90.27 million compared to RM29.21 million in the previous corresponding quarter.  


The improvement in the results is mainly attributable to the following:

a) Higher results achieved by the companies in the automotive sector.

b) Lower finance costs as a result of repayment/restructuring of borrowings of Gadek (Malaysia) Berhad, a subsidiary company.

c) Non-consolidation of results of AirAsia Sdn Bhd (“AASB”), a subsidiary company in the current quarter as AASB was disposed of on 8 December 2001.

17.
SUBSEQUENT EVENT

Apart from the proposals as mentioned in Note 8, 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.

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 June 2002.

19.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR 


The country registered a GDP growth of 3.8% in the second quarter compared to 1.1% in the first quarter of the fiscal year 2002.  The business outlook for the rest of the year is expected to be positive in line with favourable economic condition.


Barring any unforeseen circumstances, the Group is expected to achieve satisfactory results for the financial year ending 31 March 2003.

20.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE


The above is not applicable.

21.
DIVIDEND
No interim dividend has been declared for the financial period ended 30 June 2002 (2001: Nil).


BY ORDER OF THE BOARD.

CHANG PIE HOON

CHOO CHOCK FAH 

Secretaries

Shah Alam

29 August 2002
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