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DRB-HICOM BERHAD

(203430-W)

(Incorporated in Malaysia)

Interim Financial Report for the nine months
ended 31 December 2002
INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE PERIOD ENDED 31 DECEMBER 2002

The Board of Directors is pleased to announce the unaudited financial results of the Group 

for the interim financial period ended 31 December 2002.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	Note
	3 Months Ended
	9 Months Ended

	
	
	
	31.12.2002
	
	31.12.2001
	
	31.12.2002
	
	31.12.2001

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

	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	1,204,528
	
	1,146,782
	
	3,621,794
	
	3,059,451

	Cost of sales and operating expenses
	
	
	(1,139,650)
	
	(1,101,035)
	
	(3,446,977)
	
	(2,980,842)

	Other operating income
	
	
	14,292
	
	38,309
	
	57,894
	
	76,179

	Other operating expenses
	14
	
	(16,316)
	
	7,433
	
	(64,412)
	
	(6,680)

	Net profit on disposal of shares   
	
	
	1,644
	
	231
	
	2,134
	
	231

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Profit from operations
	
	
	64,498
	
	91,720
	
	170,433
	
	148,339

	Finance costs
	
	
	(45,515)
	
	(45,115)
	
	(128,321)
	
	(148,570)

	Share of results of jointly controlled entitles
	
	
	13,404
	
	14,286
	
	48,157
	
	40,901

	Share of results of associated companies
	
	
	67,825
	
	79,022
	
	212,774
	
	197,884

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	PROFIT FROM ORDINARY ACTIVITIES BEFORE 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	100,212
	
	139,913
	
	303,043
	
	238,554

	Taxation
	15
	
	
	
	
	
	
	
	

	- Company and subsidiary companies
	
	
	(23,929)
	
	(24,722)
	
	(50,932)
	
	(58,870)

	- Share of taxes of jointly controlled entitites
	
	
	(3,811)
	
	(3,760)
	
	(12,687)
	
	(9,796)

	- Share of taxes of associated companies
	
	
	(28,892)
	
	(27,568)
	
	(89,037)
	
	(75,654)

	
	
	
	(56,632)
	
	(56,050)
	
	(152,656)
	
	(144,320)

	PROFIT FROM ORDINARY ACTIVITIES AFTER 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	43,580
	
	83,863
	
	150,387
	
	94,234

	Minority interests
	
	
	(18,873)
	
	(14,244)
	
	(47,249)
	
	(31,389)

	
	
	
	
	
	
	
	
	
	

	NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS
	
	24,707
	
	69,619
	
	103,138
	
	62,845

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Earnings per share (sen):
	
	
	
	
	
	
	
	
	

	- Basic
	27(a)
	
	2.60
	
	7.63
	
	10.84
	
	6.88

	- Fully diluted
	27(b)
	
	2.56
	
	7.50
	
	10.68
	
	6.77

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March  2002 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED BALANCE SHEETS

	
	Note
	
	Unaudited

As at

31.12.2002

RM’000
	
	Audited

As at

31.3.2002*

RM’000

	CURRENT ASSETS
	
	
	
	
	

	
Inventories
	
	
	667,647
	
	508,019

	
Land and development expenditure
	
	
	109,042
	
	44,200

	
Trade and other receivables
	
	
	1,632,475
	
	1,519,515

	
Short term investments
	
	
	120,984
	
	86,938

	
Bank balances and cash deposits
	
	
	1,235,771
	
	1,262,932

	

	
	
	3,765,919
	
	3,421,604

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance fund
	
	
	440,889
	
	421,724

	
Trade and other payables
	
	
	1,759,043
	
	1,729,609

	
Provision for liabilities and charges
	
	
	14,481
	
	10,929

	
Bank borrowings
	
	
	
	
	

	
- Bank overdrafts
	19(a)
	
	135,689
	
	129,953

	
- Others
	19(b)
	
	1,301,634
	
	2,031,016

	
Other borrowings
	
	
	-
	
	290,413

	
Taxation
	
	
	57,806
	
	48,740

	
	
	
	3,709,542
	
	4,662,384

	NET CURRENT ASSETS/(LIABILITIES)
	
	
	56,377
	
	(1,240,780)

	NON CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment
	
	
	2,661,399
	
	2,691,844

	Real property assets
	
	
	219,438
	
	243,809

	Jointly controlled entities
	
	
	360,636
	
	381,336

	Associated companies
	
	
	1,170,480
	
	1,240,592

	Other investments
	
	
	323,556
	
	299,545

	Intangible assets
	
	
	3,950
	
	1,997

	
	
	
	4,739,459
	
	4,859,123

	
	
	
	4,795,836
	
	3,618,343

	FINANCED BY:
	
	
	
	
	

	SHARE CAPITAL
	
	
	963,670
	
	919,483

	RESERVES
	
	
	1,268,728
	
	1,360,388

	SHAREHOLDERS’ EQUITY
	
	
	2,232,398
	
	2,279,871

	MINORITY INTERESTS
	
	
	618,053
	
	481,053

	LIFE ASSURANCE FUND
	
	
	146,688
	
	-

	DEFERRED INCOME
	
	
	76,990
	
	77,544

	LONG TERM AND DEFERRED LIABILITIES
	
	
	
	
	

	             Borrowings
	19(c)
	
	1,711,298
	
	768,698

	             Sinking fund
	
	
	132
	
	316

	             Deferred taxation
	
	
	10,277
	
	10,861

	
	
	
	1,721,707
	
	779,875

	
	
	
	4,795,836
	
	3,618,343

	NET TANGIBLE ASSETS PER SHARE (RM)
	
	
	2.31
	
	2.48


*
The audited consolidated balance sheet as at 31 March 2002 has been restated to account for the change in accounting policy as referred in Note 2 on the interim financial report.


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2002 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	
	
	Issued and fully paid ordinary

shares of

RM1.00 each
	Non-distributable
	Distributable
	

	
	
	Nominal

Value

RM’000
	Share

Premium

RM’000
	Merger

Reserve

RM’000
	Currency

Translation

Differences

RM’000
	Other

Reserves

RM’000
	Retained

Earnings

RM’000
	Total

RM’000

	
	
	
	
	
	
	
	
	

	Balance at beginning of the financial period 1.04.2002
	
	
	
	
	
	
	
	

	- as previously stated
	
	919,483
	12
	1,101,952
	16,208
	58,534
	170,441
	2,266,630

	- prior year adjustment
	
	
	
	
	
	
	13,241
	13,241

	- as restated
	
	919,483
	12
	1,101,952
	16,208
	58,534
	183,682
	2,279,871

	
	
	
	
	
	
	
	
	

	Share of an associated  company’s currency translation differences
	
	-
	-
	-
	8,547
	-
	-
	8,547

	Currency translation differences of 

  subsidiary companies
	
	-
	-
	-
	3,301
	-
	-
	3,301

	Share of an associated company’s reserves
	
	-
	-
	-
	-
	1,690
	-
	1,690

	Dilution of Group’s effective equity interest in a subsidiary company (+)
	
	-
	-
	(30,797)
	-
	-
	-
	(30,797)

	Revaluation reserve of a subsidiary company
	
	-
	-
	-
	-
	282
	-
	282

	Net gains/(losses) not recognized in the income statement
	
	-
	-
	(30,797)
	11,848
	1,972
	-
	(16,977)

	
	
	
	
	
	
	
	
	

	Goodwill arising from acquisition of subsidiary companies (*)
	
	-
	-
	(164,942)
	-
	-
	-
	(164,942)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	103,138
	103,138

	
	
	
	
	
	
	
	
	

	Transfer to other reserves
	
	-
	-
	-
	-
	7,000
	(7,000)
	-

	
	
	
	
	
	
	
	
	

	Dividends
	
	-
	-
	
	-
	-
	(13,866)
	(13,866)

	
	
	
	
	
	
	
	
	

	Issue of shares
	
	44,187
	987
	-
	-
	-
	-
	45,174

	
	
	
	
	
	
	
	
	

	Balance as at  31.12.2002
	
	963,670
	999
	906,213
	28,056
	67,506
	265,954
	2,232,398


+
Relates to dilution of Group’s effective equity interest in South East Asia Insurance Berhad mentioned in Note 12(m) on the interim financial report.

*
In respect of acquisitions of Comtrac Glenview Sdn Bhd, Directional (Malaysia) Sdn Bhd and Tower-Ed Sdn Bhd mentioned in Note 12(b), (f) and (m) on the interim financial report.

The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2002 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	9 Months ended 31.12.2002

RM’000

	
	

	CASH FLOWS FROM OPERATING ACTIVITIES
	

	Net profit attributable to shareholders
	103,138

	Adjustments:
	

	- Depreciation of property, plant and equipment
	156,469

	- Finance costs
	128,321

	- Minority interests
	47,249

	- Taxation
	152,656

	- Share of results of jointly controlled entities
	(48,157)

	- Share of results of associated companies
	(212,774)

	- Others
	(549)

	Operating profit before working capital changes
	326,353

	Changes in working capital:
	

	Net increase in current assets
	(329,802)

	Net decrease in current liabilities
	(122,605)

	Net cash used in operations
	(126,054)

	Interest received
	31,673

	Dividends received from jointly controlled entities
	10,766

	Dividends received from associated companies
	273,109

	Taxation paid, net of refund
	(59,250)

	Finance cost paid
	(82,354)

	Net cash inflow from operating activities
	47,890

	CASH FLOWS FROM INVESTING ACTIVITIES
	

	Proceeds from disposal of shares in a subsidiary company
	500

	Proceeds from partial disposal of shares in a former jointly controlled entity
	3,575

	Proceeds from disposal of property, plant and equipment
	7,333

	Proceeds from disposal/maturity of investments
	78,307

	Acquisitions of investments
	(42,402)

	Net cash received from acquisition of subsidiary companies
	99,684

	Net cash inflow from disposal of a subsidiary company
	5,513

	Net cash outflow from acquisition of an insurance business
	(10,795)

	Purchase of property, plant and equipment
	(108,196)

	Acquisition of shares in:
	

	- Jointly controlled entities
	(4,260)

	- Associated companies
	(26,132)

	
	

	Net cash inflow from investing activities
	3,127

	CASH FLOWS FROM FINANCING ACTIVITIES
	

	Proceeds from issuance of shares
	45,174

	Proceeds from bank borrowings
	256,656

	Repayment of bank borrowings
	(349,411)

	Fixed deposits held as security and maintained as sinking fund
	1,439

	Dividend paid to shareholders
	(13,866)

	Dividend paid to minority interests
	(22,405)

	Net cash outflow from financing activities
	(82,413)


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

	
	9 Months ended 31.12.2002

RM’000

	
	

	NET DECREASE IN CASH AND CASH EQUIVALENTS
	(31,396)

	
	

	Effects of foreign currency translation
	(62)

	
	

	CASH AND CASH EQUIVALENTS AS AT 1 APRIL 2002
	1,108,388

	
	

	CASH AND CASH EQUIVALENTS AS AT 31 DECEMBER 2002
	1,076,930

	
	

	
	

	Cash and cash equivalent as at 31 December 2002 comprise the followings:-
	

	
	

	Bank balances and cash deposits

	1,235,771

	
	

	Bank overdrafts
	(135,689)

	
	

	
	1,100,082

	
	

	Less: Fixed deposits held as security value/sinking fund
	(23,152)

	
	

	
	

	
	1,076,930


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2002 and the explanatory notes attached to the interim financial report.

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT 

1.
BASIS OF PREPARATION
The interim financial report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange (“KLSE”), and should be read in conjunction with the Group’s financial statements for the financial year ended 31 March 2002.  Comparative informations on the Condensed Consolidated Statement of Changes in Equity and Condensed Consolidated Cash Flow Statement which are required under MASB 26 are however, not presented as the Group has applied the exemption provided by the KLSE.

2.
ACCOUNTING POLICIES

The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the financial year ended 31 March 2002 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 2002.


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
	1,742,850
	(13,241)
	1,729,609

	
	
	
	

	
	
	
	

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

	
	
	
	

	
	
	
	


3.
AUDIT REPORT OF THE PRECEDING ANNUAL FINANCIAL STATEMENTS
The audit report of the Group’s preceding audited annual financial statements was not subject to any qualification.

4.
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 31 December 2002.

5.
ITEMS OF UNUSUAL NATURE, SIZE OR INCIDENCE

There was no item of unusual nature, size or incidence affecting the assets, liabilities, equity, net income or cash flows.

6.
CHANGES IN ESTIMATES

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the interim financial report.

7.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES

(a)
During the financial period ended 31 December 2002, the issued and paid-up share capital of the Company was increased from RM919,482,647 to RM963,669,647 by way of issue of 44,187,000 new ordinary shares of RM1.00 each, pursuant to the exercise of 44,187,000 share options under the Employees’ Share Option Scheme (“ESOS”), at prices ranging from RM1.00 to RM2.06 per share.

(b) 
On 20 November 2002, Gadek (Malaysia) Berhad, a wholly owned subsidiary issued RM871.934 million loan stocks 2002/2007 to the lenders, pursuant to the Debt Restructuring Agreement signed on 9 January 2002.  The loan stocks carry a coupon rate of 2% per annum with a yield to maturity of 7%.  The loan stocks are made up as follows:

	
	
	RM’000

	
	
	

	
(i)
Redeemable secured loan stocks

	-
	485,728

	
(ii)
Redeemable exchangeable secured loan stocks
	-
	208,167

	
(iii)
Redeemable exchangeable unsecured loan stocks
	-
	178,039

	
	
	871,934



(c)
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 31 December 2002.

8.
DIVIDENDS

A first and final dividend of 2 sen gross per share, less taxation of 28% amounting to RM13,866,189 for the financial year ended 31 March 2002 was paid on 18 October 2002.

9.
SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 31 December 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
	1,675,069
	893,271
	1,046,047
	7,407
	-
	3,621,794

	Inter-segment
	191,276
	145,076
	17,791
	7,321
	(361,464)
	-

	
	1,866,345
	1,038,347
	1,063,838
	14,728
	(361,464)
	3,621,794

	Results
	
	
	
	
	
	

	Segment profit/(loss)
	143,888
	45,733
	(16,820)
	(40,220)
	-
	132,581

	Interest income
	-
	-
	-
	-
	-
	37,852

	Finance costs
	-
	-
	-
	-
	-
	(128,321)

	Share of results of

  jointly controlled 

  entities
	27,711
	20,114
	332
	-
	-
	48,157

	Share of results of        

  associated 

  companies
	200,196
	8,816
	3,762
	-
	-
	212,774

	Profit from ordinary    

  activities before   

  taxation
	
	
	
	
	
	303,043

	Taxation
	
	
	
	
	
	(152,656)

	Profit from ordinary

  activities after

  taxation
	
	
	
	
	
	150,387

	Minority Interests
	
	
	
	
	
	(47,249)

	Net profit for 

  the period
	
	
	
	
	
	103,138


10.
PROPERTY, PLANT AND EQUIPMENT

The only revaluation incorporated in the interim financial report since the previous annual financial statements is in respect of an insurance subsidiary company.

11.
SUBSEQUENT EVENT

There has not arisen in the interval  between the end of this reporting period 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.

12.
CHANGES IN THE COMPOSITION OF THE GROUP
(a)
On 26 April 2002, as announced to KLSE, 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 a jointly controlled entity, 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%. 


Subsequently, on 9 December 2002 as announced to the KLSE, Comtrac Sdn Bhd acquired a further 16,760 ordinary shares of RM1.00 each in Comtrac Glenview Sdn Bhd. As a result of the acquisition, Comtrac Sdn Bhd’s equity stake in Comtrac Glenview Sdn Bhd increased from 49.88% to 51%, thus becoming a subsidiary company of the Group.

(c)
On 3 June 2002, DRB-HICOM Berhad (or “the Company”) announced to the KLSE 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)
On 9 July 2002, Intrakota Komposit Sdn Bhd (“IKSB”), a subsidiary of DRB-HICOM Berhad entered into a Sale and Purchase Agreement for the proposed disposal of its entire equity interest in Starstrip Quest Sdn Bhd to Teraju Waja Sdn Bhd.  The disposal was completed on the same day. 

(e)
On 11 August 2002, MBM Alam Flora W.L.L., a consortium company of HICOM Holdings Berhad (“HICOM”) (effectively a wholly-owned subsidiary of DRB-HICOM Berhad), Modern Building Maintenance LLC (“MBM”) (a United Arab Emirates based company) and A.A. Bin Hindi (“Hindi”) of Bahrain, was incorporated in Bahrain to undertake waste management and cleaning services for the Municipalities of the Kingdom of Bahrain. HICOM and MBM each hold 48% of the equity stake in MBM Alam Flora W.L.L. while the remaining 4% stake is held by Hindi.

(f)
On 2 September 2002, the Company announced to the KLSE that the proposed acquisition by United Straits Fuso Sdn Bhd (“USF”), an indirect wholly-owned subsidiary of DRB-HICOM Berhad, of the entire equity interest of Directional (Malaysia) Sdn Bhd (“Directional”) from Master-Carriage (Malaysia) Sdn Bhd had been  completed. As a result of this acquisition, Directional and its wholly-owned subsidiary, Euro Truck & Bus (Malaysia) Sdn Bhd became the indirect subsidiaries of DRB-HICOM Berhad.  

(g)
On 2 September 2002, DRB-Oriental-Honda Sdn Bhd changed its name to Honda Malaysia Sdn Bhd.

 12.
CHANGES IN THE COMPOSITION OF THE GROUP (Continued)
 (h)
On 20 September 2002, Champion Diversified Sdn Bhd, an indirect wholly-owned subsidiary of DRB-HICOM Berhad, changed its name to DRB-HICOM IT Solutions Sdn Bhd.

(i)
On 31 October 2002, the Company disposed of 3,400,000 ordinary shares of RM1.00 each in Honda Malaysia Sdn Bhd to Honda Motor Co. Ltd, Japan.  As a result, the Company’s equity stake in Honda Malaysia Sdn Bhd has reduced from 36% to 34% and Honda Motor Co. Ltd, Japan equity interest increased to 51% from 49%.  Consequently, Honda Malaysia Sdn Bhd status has changed from a jointly controlled entity to an associated company of the Group.


(j)
On 1 November 2002, South East Asia Insurance Berhad, an indirect subsidiary of DRB-HICOM Berhad, completed the acquisition of the entire assets, liabilities and general insurance business of Overseas Union Insurance (Malaysia) Berhad.

(k) On 7 November 2002, the Company announced to the KLSE that Scott & English (Malaysia) Sdn Bhd, an indirect subsidiary of DRB-HICOM Berhad, signed a Sale & Purchase Agreement for the disposal of its entire 51% equity stake in Schneider Scott & English Electric Sdn Bhd to Schneider Electric (M) Sdn Bhd.  The disposal was completed on 11 December 2002.

(l) On 11 November 2002, United Straits Fuso Sdn Bhd, an indirect wholly-owned subsidiary of DRB-HICOM Berhad, changed its name to USF-HICOM (Malaysia) Sdn Bhd.

(m) On 20 November 2002, the Company announced to the KLSE that the proposed acquisition by Tower-Ed Sdn Bhd (“Tower-Ed”) of the entire equity interest held by Gadek (Malaysia) Berhad (“Gadek”), a wholly-owned subsidiary of DRB-HICOM Berhad in South East Asia Insurance Berhad (“SEAI”) comprising 68,094,444 shares or 68.09% of the issued and paid-up share capital of SEAI had been completed.  The purchase consideration was satisfied by the issuance of 76,410,138 new Tower-Ed shares at an issue price of RM1.00 per share to Gadek.  As a result of the above, Tower-Ed became a 51%-owned subsidiary of Gadek and EON CMG Life Assurance Berhad, a wholly-owned subsidiary of Tower-Ed, became an indirect subsidiary of Gadek and DRB-HICOM Berhad.  Consequently, the Group’s effective equity interest in SEAI has reduced to 34.73% from 68.09% held previously.

(n) On 2 December 2002, Pan Acres Development Sdn Bhd (formerly known as Lenang Kasturi Development Sdn Bhd), an indirect subsidiary of DRB-HICOM Berhad, changed its name to Glenmarie Cove Development Sdn Bhd.

12.
CHANGES IN THE COMPOSITION OF THE GROUP (Continued)
(o) On 4 December 2002, the Company announced to the KLSE that HICOM-Teck See Manufacturing Malaysia Sdn Bhd, an indirect subsidiary of DRB-HICOM Berhad, acquired a total of 994 shares of Thai Baht 100 per share representing 99.4% of the paid up capital in OJP (Thailand) Limited (“OJP”) from Encik Khairudin bin Dato’ Yusof and Ms Jirakarn Pipattananan.  As a result of the acquisition, OJP became an indirect subsidiary of DRB-HICOM Berhad.  OJP subsequently changed its name to HICOM Automotive Plastics (Thailand) Ltd on 10 January 2003.

13.
CONTINGENT LIABILITY AND CONTINGENT ASSETS


There has been no material changes in contingent liabilities or contingent assets since the last annual financial statements.

14.
OTHER OPERATING EXPENSES
Included in other operating expenses is allowance/write-back for diminution in value of quoted investments, as follows:

	
	3 months ended
	9 months ended

	
	31.12.2002
	31.12.2001
	31.12.2002
	31.12.2001

	
	RM’000
	RM’000
	RM’000
	RM’000

	-Held by insurance subsidiary companies
	(2,745)
	5,956
	(18,112)
	6,982

	
	
	
	
	

	-Held by Company and a subsidiary company
	(3,557)
	4,266
	(8,856)
	(7,441)

	Total
	(6,302)
	10,222
	(26,968)
	(459)


15.
TAXATION

Taxation comprises the following:

	
	3 months ended
	9 months ended

	
	31/12/2002
	31/12/2001
	31/12/2002
	31/12/2001

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	23,692
	23,810
	51,554
	52,783

	
	
	
	
	

	Deferred taxation
	111
	222
	(584)
	222

	
	
	
	
	

	Under/(Over) provision of  

  taxation in respect of prior 

  financial years
	126
	690
	(38)
	5,865

	
	
	
	
	

	Taxation on share of results of   

  jointly controlled entities
	3,811
	3,760
	12,687
	9,796

	
	
	
	
	

	Taxation on share of results of 

  associated companies
	28,892
	27,568
	89,037
	75,654

	Total
	56,632
	56,050
	152,656
	144,320


15.
TAXATION (Continued)

The Group’s effective tax rate is higher than the statutory rate 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.

16.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Save as disclosed in Note 12 (d), (i) and (k), there was no sale of unquoted investments nor properties for the financial period ended 31 December 2002.

17.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES
(a)
The following particulars on quoted securities do not include any quoted investments undertaken by the insurance subsidiary companies of the Group:

	
	3 months

ended 31.12.2002

RM’000
	9 months

ended

31.12.2002

RM’000

	Total purchase consideration and 

  disposal proceeds of quoted

  securities are as follows:
	
	

	
	
	

	  Purchase consideration
	NIL
	NIL

	  Disposal proceeds
	NIL
	160

	  Profit on disposal
	NIL
	46

	
	
	


(b) Investments in quoted securities other than the investments in subsidiaries and associated companies as at 31 December 2002 are as follows:

	
	In Malaysia

RM’000
	Outside Malaysia

RM’000

	
	
	

	At cost
	3,757
	38,781

	At carrying value
	1,606
	22,988

	At market value
	1,644
	22,988


18.
STATUS OF CORPORATE PROPOSALS

There has been no outstanding corporate proposals other than the completed corporate proposals mentioned in the interim financial report for the financial period ended 30 September 2002.


19.
BORROWINGS AND DEFERRED LIABILITIES

(i) Total Group borrowings are as follows:

	
	
	As at 

31.12.2002

	
	
	RM’000

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	75,167

	
	- Unsecured
	60,522

	
	
	135,689

	(b)
	Others
	

	
	Secured
	

	
	Bankers acceptances
	210,575

	
	Letters of credit
	48,137

	
	Revolving credits
	102,528

	
	Short term loans
	10,844

	
	Hire purchase and finance lease
	

	
	  liabilities payable within 12 months
	234,727

	
	Long term loans – portion repayable within 12 months
	62,850

	
	Sub-total
	669,661

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	211,265

	
	Revolving credits
	325,800

	
	Short term loans
	66,526

	
	Long term loans - portion repayable within 12 months
	28,382

	
	Sub-total
	631,973

	
	Total
	1,301,634

	
	
	

	(c)
	Long Term Borrowings
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	257,988

	
	- Portion repayable within 12 months
	(234,727)

	
	
	23,261

	
	
	

	
	Loan Stocks 2002/2007
	876,951

	
	
	

	
	Long term loans
	533,057

	
	- Portion repayable within 12 months
	(62,850)

	
	
	470,207


19.
BORROWINGS AND DEFERRED LIABILITIES (Continued)

	
	
	As at 

31.12.2002

	
	
	RM’000

	(c)
	Long Term Borrowings (Continued)
	

	
	Unsecured
	

	
	Long term loans
	342,799

	
	- Portion repayable within 12 months
	(28,382)

	
	
	314,417

	
	
	

	
	Deferred liability
	26,462

	
	Total
	1,711,298

	
	
	

	
	Grand Total
	3,148,621


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

                  

	As at
	Amount

	31.12.2002
	RM375.81 million (USD 98.9 million)

	
	RM198.69 million (Japanese Yen 6.19 billion)

	
	RM184.15 million (Singapore Dollar 84.09 million)


20.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


Foreign Currency Contracts
As at 20 February 2003, 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
	1,545,931
	48,685
	21/02/2003 to 16/05/2003

	US Dollar
	2,641
	10,103
	24/03/2003 to 29/09/2003


20.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS (Continued)

Foreign currency transaction in Group companies are accounted for at rates of exchange ruling on the transaction dates unless hedge 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 risk exposure to the Group.

21.
MATERIAL LITIGATION

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

(a) 
On 5th June 2001, DRB-HICOM Berhad (“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 18th March 1996. 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   executed   the   Debt  Restructuring Agreement (“DRA”) on 9th January 2002 pursuant to which the proceedings shall be withheld until such time as the debt restructuring scheme is fully implemented.  The debt instruments pursuant to the DRA have been issued on 20th November 2002 and consequently, the Suit has been withdrawn on 17 December 2002.

(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 RM13,566,786.31 on 5 December 2001.  The Company and ICB have appealed against the decision of the High Court but the appeal was dismissed with cost on 21 January 2003.  The Company and ICB had on 31 January 2003 applied for an appeal to the Court of Appeal and the matter is pending the date of hearing to be fixed by the said Court.

(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. On 14 June 2002,  both  the  Company  and ICB  received  letters of demand from the solicitors of ABB that they are commencing the  legal  action again.   On  20 August 2002, ABB through their solicitors served the  Writ  of  Summons  on  both   the  Company  and  ICB  claiming  for a total of 

21.
MATERIAL LITIGATION (Continued)

RM10,887,927.79.  On 1 October 2002, ABB applied for Summary Judgement against the Company and ICB. Messrs Cheah Teh & Su (engaged to represent both the Company and ICB) has been instructed to strike out the Summary Judgement application and both applications which were fixed for mention on 26 February 2003 have been postponed to 3 March 2003. 

(d)
RHB Finance Berhad and RHB Delta Finance Berhad had, on 29 January 2003, repossessed thirty four (34) units of buses from ICB.  The repossession was carried out without prior notice given to ICB as required under law.  On 30 January 2003, ICB filed an action in the Kuala Lumpur High Court and had obtained an interlocutory injunction to prevent any more repossession of buses of ICB and as well an inter parties hearing for an injunction to order the return of the foresaid 34 buses to ICB.  The inter parties hearing fixed on 18 February 2003 was postponed to 7 April 2003.

(e)
Danaharta Urus Sdn Bhd (“Danaharta”) served the Writ of Summons against Directional (M) Sdn Bhd (“DSB”), an indirect subsidiary of the Group, and the guarantors, claiming for a total of RM11,764,825.44 allegedly for breach of banking facility granted by Bank Bumiputra (M) Bhd which was taken over by Danaharta. DSB and the guarantors have applied to set aside the Writ of Summons and the court has fixed 14 April 2003 for mention.  In the mean time, Danaharta has applied for an appeal against the decision of the court to disallow their amendment to the Writ and the Statement of Claim and the said appeal is fixed for hearing on 2 April 2003.

(f)
MAACS Consultancy Services Sdn Bhd (“MAACS”) commenced arbitration proceedings against KL Airport Services Sdn Bhd (“KLAS”), an indirect  subsidiary of the Group, at Kuala Lumpur Regional Centre for Arbitration claiming for RM14.3 million or alternatively, RM10.9 million. This claim is based on fees allegedly due under a consultancy agreement whereby MAACS acted as the principal consultant.  On the other hand, KLAS has counterclaimed for a sum of about RM26 million as a potential claim derived from MAACS for failure to provide proper advice and design solutions under the consultancy agreement.  The matter was heard on various dates in July, August and November 2002 and January 2003 and for continued hearing from 17 to 21 February 2003 and thereafter from 26 to 30 May 2003.  The solicitors representing KLAS are of the opinion that KLAS has good prospects in defending the claim and fair chance of succeeding in the counter-claim.

*
The claims mentioned in items (a) to (e) have been included in the financial statements.

22.
REVIEW OF PERFORMANCE 

For the three months ended 31 December 2002, the Group’s profit before tax declined to RM100.21 million as against RM139.91 million for the corresponding period in the preceding year.  The reduction is mainly due to lower results achieved by automotive related companies and the non-inclusion of construction profit in respect of EDTP during the current period (refer last paragraph).  However, the better performances by property development companies mitigated the overall reduction in profits.

22.
REVIEW OF PERFORMANCE (Continued)

For the financial period ended  31 December 2002, the Group recorded an unaudited profit before taxation of RM303.04 million compared to RM238.55 million for the corresponding period in the preceding year.  The favourable results is mainly attributable to the higher profit contribution from the companies in the automotive and property development sectors and the lower finance costs.

Though the Group has adopted the policy of recognizing construction profits based on percentage of completion method, the consolidated results for the nine months period ended 31 December 2002 do not include the construction profits in respect of the Electrified Double Track Project (EDTP) as the Variation Order (VO) claims are being processed by the Government.  The VOs arose from changes in specifications and additional works requested by the Government during the course of the project implementation.

23.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group registered an unaudited profit before taxation of RM100.21 million for the third quarter ended 31 December 2002 compared to RM112.56 million in the preceding quarter ended 30 September 2002.  The slight reduction in profits is mainly due to lower sales achieved by the companies involved in the automotive related businesses.

24.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR

The tensions in the Middle East and North Korea continue to cloud the economic outlook of the global economy.


The Group’s automotive business is expected to face volume and margin pressures due to the attractive and innovative offers by competitors and the wait and see attitude of purchasers in view of the AFTA.  


The Government is expected to announce appropriate stimulus packages to revitalize the economy in the face of uncertainties.


Barring any unforeseen circumstances, the Board remains confident that the Group would achieve satisfactory results for the financial year ending 31 March 2003.

25.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE

The above is not applicable.

26.
DIVIDEND

No interim dividend has been declared for the financial period ended 31 December 2002 (31.12.2001 : Nil).

27.
EARNINGS PER SHARE

(a) Basic
The basic earnings per share is calculated by dividing the Group’s net profit attributable to shareholders by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended
	9 months ended

	
	31.12.2002
	31.12.2001
	31.12.2002
	31.12.2001

	
	
	
	
	

	Net profit attributable to shareholders (RM’000)
	24,707
	69,619
	103,138
	62,845

	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	951,738
	912,944
	951,738
	912,944

	
	
	
	
	

	Basic earnings per share (sen)
	2.60
	7.63
	10.84
	6.88

	
	
	
	
	


(b) Fully diluted 
The fully diluted earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of shares in issue adjusted for dilutive potential shares issueable in respect of share options pursuant to ESOS.

	
	3 months ended
	9 months ended

	
	31.12.2002
	31.12.2001
	31.12.2002
	31.12.2001

	
	
	
	
	

	Net profit attributable to shareholders (RM’000)
	24,707
	69,619
	103,138
	62,845

	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	951,738
	912,944
	951,738
	912,944

	
	
	
	
	

	Adjustment for share 

options (‘000)
	13,666
	14,708
	13,666
	14,708

	
	965,404
	927,652
	965,404
	927,652

	Diluted earnings per share (sen)
	2.56
	7.50
	10.68
	6.77

	
	
	
	
	


BY ORDER OF THE BOARD.

CHANG PIE HOON

CHOO CHOCK FAH 

Secretaries

Shah Alam

27 February 2003                                               
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