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Interim Financial Report for the financial period

ended 30 September 2003

INTERIM FINANCIAL REPORT ON UNAUDITED CONSOLIDATED  RESULTS  FOR THE PERIOD ENDED 30 SEPTEMBER 2003

The Board of Directors is pleased to announce the unaudited financial results of the Group for the financial period ended 30 September 2003.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	Note
	3 Months Ended
	6 Months Ended

	
	
	
	30.09.2003
	
	30.09.2002
	
	30.09.2003
	
	30.09.2002

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

	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	1,161,096
	
	1,263,115
	
	2,262,928
	
	2,417,266

	Cost of sales and operating expenses
	
	
	(1,100,992)
	
	(1,212,523)
	
	(2,146,162)
	
	(2,307,327)

	Other operating income
	
	
	25,082
	
	24,164
	
	56,513
	
	43,602

	Other operating expenses
	
	
	(14,197)
	
	(17,497)
	
	(20,169)
	
	(48,096)

	Net profit on disposal of shares 
	
	
	-
	
	490
	
	-
	
	490

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Profit from operations
	
	
	70,989
	
	57,749
	
	153,110
	
	105,935

	Finance costs
	
	
	(46,731)
	
	(46,460)
	
	(93,988)
	
	(82,806)

	Share of results of jointly controlled entities
	
	
	4,767
	
	19,600
	
	10,289
	
	34,753

	Share of results of associated companies
	
	
	58,476
	
	81,672
	
	101,700
	
	144,949

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	PROFIT FROM ORDINARY ACTIVITIES BEFORE 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	87,501
	
	112,561
	
	171,111
	
	202,831

	Taxation
	14
	
	
	
	
	
	
	
	

	- Company and subsidiary companies
	
	
	(20,610)
	
	(14,406)
	
	(43,335)
	
	(30,552)

	- Share of taxes of jointly controlled entities
	
	
	(2,657)
	
	(5,103)
	
	(4,262)
	
	(8,876)

	- Share of taxes of associated companies
	
	
	(16,497)
	
	(28,019)
	
	(32,869)
	
	(51,334)

	
	
	
	(39,764)
	
	(47,528)
	
	(80,466)
	
	(90,762)

	PROFIT FROM ORDINARY ACTIVITIES AFTER 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	47,737
	
	65,033
	
	90,645
	
	112,069

	Minority interests
	
	
	(15,659)
	
	(13,494)
	
	(34,321)
	
	(27,756)

	
	
	
	
	
	
	
	
	
	

	NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS
	
	32,078
	
	51,539
	
	56,324
	
	84,313

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Earnings per share (sen):
	
	
	
	
	
	
	
	
	

	- Basic
	26(a)
	
	3.31
	
	5.45
	
	5.81
	
	8.91

	- Fully diluted
	26(b)
	
	3.28
	
	5.37
	
	5.75
	
	8.78

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2003 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED BALANCE SHEETS

	
	Note
	
	Unaudited

As at

30.09.2003

RM’000
	
	Audited

As at

31.03.2003

RM’000

	CURRENT ASSETS
	
	
	
	
	

	
Inventories
	
	
	702,072
	
	745,415

	
Land and development expenditure
	
	
	102,358
	
	95,515

	
Trade and other receivables
	
	
	1,640,542
	
	1,562,357

	
Short term investments
	
	
	242,486
	
	114,415

	
Bank balances and cash deposits
	
	
	1,068,049
	
	1,100,260

	

	
	
	3,755,507
	
	3,617,962

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance fund
	
	
	401,659
	
	424,082

	
Trade and other payables
	
	
	1,626,418
	
	1,596,330

	
Provision for liabilities and charges
	
	
	13,258
	
	13,999

	
Bank borrowings
	
	
	
	
	

	
- Bank overdrafts
	18(a)
	
	148,159
	
	152,763

	
- Others
	18(b)
	
	1,240,871
	
	1,251,455

	
Taxation
	
	
	61,039
	
	44,127

	
	
	
	3,491,404
	
	3,482,756

	NET CURRENT ASSETS
	
	
	264,103
	
	135,206

	NON CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment
	
	
	2,646,241
	
	2,644,313

	Real property assets
	
	
	238,686
	
	240,245

	Jointly controlled entities
	
	
	340,382
	
	359,057

	Associated companies
	
	
	1,180,611
	
	1,245,147

	Other investments
	
	
	347,108
	
	321,624

	Deferred tax assets
	
	
	23,738
	
	29,751

	Intangible assets
	
	
	2,980
	
	2,647

	
	
	
	4,779,746
	
	4,842,784

	
	
	
	5,043,849
	
	4,977,990

	FINANCED BY:
	
	
	
	
	

	SHARE CAPITAL
	
	
	977,835
	
	965,115

	RESERVES
	
	
	1,419,964
	
	1,371,113

	SHAREHOLDERS’ EQUITY
	
	
	2,397,799
	
	2,336,228

	MINORITY INTERESTS
	
	
	649,538
	
	617,073

	LIFE ASSURANCE FUND
	
	
	256,930
	
	157,576

	DEFERRED INCOME
	
	
	77,534
	
	76,630

	LONG TERM AND DEFERRED LIABILITIES
	
	
	
	
	

	             Borrowings
	18(c)
	
	1,599,070
	
	1,724,302

	             Sinking fund
	
	
	166
	
	295

	             Deferred tax liabilities
	
	
	62,812
	
	65,886

	
	
	
	1,662,048
	
	1,790,483

	
	
	
	5,043,849
	
	4,977,990

	NET TANGIBLE ASSETS PER SHARE (RM)
	
	
	2.45
	
	2.42


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2003 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 year 1.04.2003
	
	
	
	
	
	
	
	

	- as previously stated
	
	965,115
	1,083
	906,271
	15,380
	88,676
	356,244
	2,332,769

	- prior year adjustment
	
	-
	-
	3,073
	-
	-
	386
	3,459

	- as restated
	
	965,115
	1,083
	909,344
	15,380
	88,676
	356,630
	2,336,228

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Share of an associated  company’s currency translation differences
	
	-
	-
	-
	(166)
	-
	-
	(166)

	
	
	
	
	
	
	
	
	

	Share of an associated company’s reserves
	
	-
	-
	1,444
	(321)
	(273)
	594
	1,444

	
	
	
	
	
	
	
	
	

	Currency translation differences of 

  subsidiary companies
	
	-
	-
	-
	1,540
	-
	-
	1,540

	
	
	
	
	
	
	
	
	

	Goodwill arising from acquisition of additional shares in a subsidiary company
	
	-
	-
	(16)
	-
	-
	-
	(16)

	
	
	
	
	
	
	
	
	

	Net gain/(losses) not recognized in the income statement
	
	-
	-
	1,428
	1,053
	(273)
	594
	2,802

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	56,324
	56,324

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Dividends in respect of the financial year ended 31 March 2003
	
	-
	-
	-
	-
	-
	(14,081)
	(14,081)

	
	
	
	
	
	
	
	
	

	Issue of shares
	
	12,720
	3,806
	-
	-
	-
	-
	16,526

	
	
	
	
	
	
	
	
	

	Balance as at 30.09.2003
	
	977,835
	4,889
	910,772
	16,433
	88,403
	399,467
	2,397,799


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 2003 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 year 1.04.2002
	
	
	
	
	
	
	
	

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

	- prior year adjustment
	
	-
	-
	3,073
	-
	-
	2,628
	5,701

	- as restated
	
	919,483
	12
	1,105,025
	16,208
	58,534
	186,310
	2,285,572

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Share of an associated  company’s currency translation differences
	
	-
	-
	-
	10,239
	-
	-
	10,239

	
	
	
	
	
	
	
	
	

	Currency translation differences of 

  subsidiary companies
	
	-
	-
	-
	2,246
	-
	-
	2,246

	
	
	
	
	
	
	
	
	

	Share of an associated company’s reserves
	
	-
	-
	-
	-
	1,094
	-
	1,094

	
	
	
	
	
	
	
	
	

	Goodwill arising from acquisition of a subsidiary company
	
	-
	-
	(163,344)
	-
	-
	-
	(163,344)

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	Net gain/(losses) not recognized in the income statement
	
	-
	-
	(163,344)
	12,485
	1,376
	-
	(149,483)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	84,313
	84,313

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	Dividends in respect of the financial year ended 31 March 2002
	
	-
	-
	-
	-
	-
	(13,866)
	(13,866)

	
	
	
	
	
	
	
	
	

	Issue of shares
	
	43,363
	972
	-
	-
	-
	-
	44,335

	
	
	
	
	
	
	
	
	

	Balance as at 30.09.2002
	
	962,846
	984
	941,681
	28,693
	66,910
	249,757
	2,250,871


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 2003 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	 
	Unaudited

6 months ended 

30.09.2003

RM’000
	Unaudited

6 months ended 

30.09.2002

RM’000

	Net profit attributable to shareholders
	56,324
	84,313

	Adjustments:
	
	

	- Depreciation of property, plant and equipment
	104,558
	101,467

	- Finance costs
	93,988
	82,806

	- Minority interests
	34,321
	27,756

	- Taxation
	80,466
	90,762

	- Share of results of jointly controlled entities
	(10,289)
	(34,753)

	- Share of results of associated companies
	(101,700)
	(144,949)

	- Others
	(96,392)
	5,240

	Operating profit before working capital changes
	161,276
	212,642

	Changes in working capital:
	
	

	Net increase in current assets
	(23,083)
	(151,216)

	Net increase/decrease in current liabilities
	6,640
	(228,326)

	Net cash generated/(used in) from operations
	144,833 
	(166,900)

	Interest received
	20,238
	17,984

	Dividends received from investments
	2,777
	-

	Dividends received from jointly controlled entities
	24,702
	999

	Dividends received from associated companies
	31,694
	34,628

	Taxation paid, net of refund
	(37,520)
	(29,058)

	Finance cost paid
	(50,705)
	(61,779)

	Net cash inflow/(outflow) from operating activities
	136,019
	(204,126)

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Proceeds from disposal of shares 
	71
	500

	Proceeds from disposal of property, plant and equipment
	8,951
	5,811

	Proceeds from disposal/maturity of investments
	136,526
	34,367

	Acquisitions of investments
	(102,146)
	(15,212)

	Net cash arising from acquisition of a subsidiary company
	-
	(35,116)

	Purchase of property, plant and equipment
	(101,748)
	(67,153)

	Acquisition of shares in :
	
	

	- Jointly controlled entities
	-
	(441)

	- Associated companies
	-
	(211)

	Net cash outflow from investing activities
	(58,346)
	(77,455)

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from issuance of shares
	16,526
	44,335

	Proceeds from bank borrowings
	221,382
	182,878

	Repayment of bank borrowings
	(336,219)
	(283,013)

	Repayment of other borrowings
	-
	(17,817)

	Fixed deposits held as security and maintained as sinking fund
	(234)
	(969)

	Dividend paid to minority interests
	(6,898)
	(15,216)

	
	
	

	Net cash outflow from financing activities
	(105,443)
	(89,802)


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

	
	Unaudited

6 months ended 

30.09.2003

RM’000
	Unaudited

6 months ended 

30.09.2002

RM’000

	
	
	

	NET DECREASE IN CASH AND CASH EQUIVALENTS
	(27,770)
	(371,383)

	
	
	

	Effects of foreign currency translation
	(71)
	(37)

	
	
	

	CASH AND CASH EQUIVALENTS AS AT 1 APRIL 2003
	918,740
	1,108,388

	CASH AND CASH EQUIVALENTS AS AT 30 SEPTEMBER 2003
	890,899
	736,968

	
	
	

	Cash and cash equivalent as at 30 September 2003 comprise the followings:-
	
	

	
	
	

	Bank balances and cash deposits

	1,068,049
	916,201

	Bank overdrafts
	(148,159)
	(153,673)

	
	919,890
	762,528

	Less: Fixed deposits held as security value/sinking fund
	(28,991)
	(25,560)

	
	890,899
	736,968

	
	
	


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2003 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 2003.  

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 2003 except for the change in the accounting policy in respect of the measurement and recognition of deferred tax assets and/or liabilities, pursuant to MASB 25 “Income Taxes”, which is applicable to the Group beginning 1 April 2003. The change in accounting policy has been accounted for retrospectively. 


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

	
	As previously reported

RM’000
	Adjustments

RM’000
	As

restated

RM’000

	
	
	
	

	As at 31 March 2003
	
	
	

	Jointly controlled entities
	358,531
	526
	359,057

	Associated companies
	1,222,800
	22,347
	1,245,147

	Deferred tax assets
	-
	29,751
	29,751

	Reserves
	1,367,654
	3,459
	1,371,113

	Minority interests
	623,665
	(6,592)
	617,073

	Deferred tax liabilities
	10,129
	55,757
	65,886

	Net tangible assets per share
	RM2.41
	
	RM2.42

	
	
	
	

	For quarter ended 30 September 2002
	
	
	

	Net profit for the quarter
	43,687
	7,852
	51,539

	Earnings per share (sen)
	
	
	

	- Basic
	4.62
	
	5.45

	- Diluted
	4.55
	
	5.37

	
	
	
	

	For period ended 30 September 2002
	
	
	

	Net profit for the period
	78,431
	5,882
	84,313

	Earnings per share (sen)
	
	
	

	- Basic
	8.29
	
	8.91

	- Diluted
	8.17
	
	8.78


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 30 September 2003.

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 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 30 September 2003, the issued and paid-up share capital of the Company was increased from RM965,114,647 to RM977,834,647  by way of issue of 12,720,000 new ordinary shares of RM1.00 each, pursuant to the exercise of 12,720,000 share options under the Employees’ Share Option Scheme (“ESOS”), at prices ranging from RM1.00 to RM2.21  per share.


(b)
On 29 August 2003, Gadek (Malaysia) Berhad, a wholly-owned subsidiary of the Company partially redeemed RM95.673 million nominal value of Redeemable Secured Loan Stocks 2002/2007 and paid the pro-rated interest accruing from the date of issuance i.e. 20 November 2002 to 28 August 2003 amounting to RM5.174 million. The outstanding nominal value of the Loan Stocks 2002/2007 after the partial redemption are as follows:-

	
	
	RM’000

	(i)
	Redeemable Secured Loan Stocks (“RSLS”)
	390,055

	(ii)
	Redeemable Exchangeable Secured Loan Stocks (“RESLS”)
	208,167

	(iii)
	Redeemable Exchangeable Unsecured Loan Stocks (“REULS”)
	178,039

	
	
	776,261



(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 30 September 2003.

8.
DIVIDENDS

There was no dividend paid or declared for the current financial period ended 30 September 2003.


The shareholders have approved a first and final dividend of 2 sen gross per share, less taxation of 28% at the last Annual General Meeting held on 18 September 2003 in respect of the financial year ended 31 March 2003. The net dividend amounting to RM14,080,820 was paid on 15 October 2003.

9.
SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 30 September 2003 is as follows:

	
	Automotive
	Property and

Construction
	Services
	Investment 

Holding
	Group

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

	Revenue
	
	
	
	
	

	Total revenue
	1,035,665
	555,262
	689,428
	14,360
	2,294,715

	Inter-segment
	(2,933)
	(2,982)
	(18,045)
	(7,827)
	(31,787)

	External
	1,032,732
	552,280
	671,383
	6,533
	2,262,928

	Results
	
	
	
	
	

	Segment profit/(loss)
	67,628
	57,770
	27,243
	5,843
	158,484

	Unallocated expenses
	
	
	
	
	(24,395)

	Interest income
	
	
	
	
	19,021

	Finance costs
	
	
	
	
	(93,988)

	Share of results of

  jointly controlled 

  entities
	3,157
	8,029
	(897)
	-
	10,289

	Share of results of        

  associated 

  companies
	91,014
	5,261
	5,425
	-
	101,700

	Profit from ordinary    

  activities before   

  taxation
	
	
	
	
	171,111

	Taxation
	
	
	
	
	(80,466)

	Profit from ordinary

  activities after

  taxation
	
	
	
	
	90,645

	Minority Interests
	
	
	
	
	(34,321)

	Net profit for 

  the period
	
	
	
	
	56,324


10.
PROPERTY, PLANT AND EQUIPMENT

There is no revaluation of property, plant and equipment brought forward from the previous audited annual financial statements as the Group does not adopt a revaluation policy on its property, plant and equipment.

11.
SUBSEQUENT EVENT

Save as disclosed in Note 17 below, 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 to affect substantially the results of the operations of the Group.

12.
CHANGES IN THE COMPOSITION OF THE GROUP
(a)
On 28 April 2003, HICOM Holdings Berhad, effectively a wholly-owned subsidiary of DRB-HICOM Berhad, completed the share swap of its shareholdings in PPSC Industries Sdn Bhd (“PPSC-I”), effectively a 35.35% associated company of HICOM Holdings Berhad, with shares in PPSC Industrial Holdings Sdn Bhd (“PPSC-IH”). As a result, PPSC-I became a wholly-owned subsidiary of PPSC-IH which in turn effectively a 35.35% associated company of HICOM Holdings Berhad.

(b)
On 6 June 2003, HICOM Communications Sdn Bhd, a wholly-owned subsidiary of HICOM Holdings Berhad entered into a Share Purchase Agreement with Satellite Space Development Sdn Bhd for the disposal of its 49% shareholding in Asian Satellite Venture Sdn Bhd for a total consideration of RM71,215. The disposal was completed on the same day. As a result, Asian Satellite Venture Sdn Bhd ceased to be an associated company of HICOM Communications Sdn Bhd.

(c)
On 26 June 2003, HICOM Berhad, effectively a wholly-owned subsidiary of DRB-HICOM Berhad and Comtrac Sdn Bhd, an indirect subsidiary of DRB-HICOM Berhad acquired additional 750,000 and 250,000 ordinary shares of RM1.00 each respectively in Glenmarie Cove Development Sdn Bhd (formerly known as Pan Acres Development Sdn Bhd). As a result, the equity stakes of HICOM Berhad and Comtrac Sdn Bhd in Glenmarie Cove Development Sdn Bhd increased to 65% (previously: 50%) and 35% (previously: 30%) respectively.

(d)
On 28 June 2003, DRB-HICOM Berhad acquired the entire equity interest comprising 2 ordinary shares of RM1.00 each in Hicomobil Sdn Bhd. As a result, Hicomobil Sdn Bhd became a wholly-owned subsidiary of DRB-HICOM Berhad.

(e)
On 16 July 2003, Scott & English (Malaysia) Sdn Bhd, effectively a 70% owned subsidiary of DRB-HICOM Berhad disposed of 248,002 shares of RM1.00 each in its wholly-owned subsidiary, Harimau Teknik (Malaysia) Sdn Bhd.  As a result, the shareholding of Scott & English (Malaysia) Sdn Bhd in Harimau Teknik (Malaysia) Sdn Bhd reduced from 100% to 51%. On 5 August 2003, Harimau Teknik (Malaysia) Sdn Bhd changed its name to Scott & English Trading (Sarawak) Sdn Bhd.

(f)
On 11 September 2003, Impec-Trans Asia Sdn Bhd, a dormant associated company of Perspec Prime (Malaysia) Sdn Bhd effectively a 70% owned subsidiary of DRB-HICOM Berhad, was struck off the Register by the Registrar of Companies, pursuant to Section 308 (2) of the Companies Act, 1965.

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.
TAXATION

Taxation comprises the following:

	
	3 months ended
	6 months ended

	
	30.09.2003
	30.09.2002
	30.09.2003
	30.09.2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	19,929
	13,933
	40,382
	27,862

	
	
	
	
	

	Deferred taxation
	667
	1,427
	2,939
	2,854

	
	
	
	
	

	Under provision of taxation in  

  respect of prior financial years
	14
	(954)
	14
	(164)

	
	
	
	
	

	Taxation on share of results of   

  Jointly controlled entities
	2,657
	5,103
	4,262
	8,876

	
	
	
	
	

	Taxation on share of results of 

  associated companies
	16,497
	28,019
	32,869
	51,334

	Total
	39,764
	47,528
	80,466
	90,762



The Group’s effective tax rate is higher than the statutory rate mainly due to the absence of group relief for losses suffered by certain subsidiary companies and certain expenses which were not deductible for tax purposes.

15.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Save as disclosed below, there was no sale of unquoted investments nor properties for the financial period ended 30 September 2003. 

Gadek (Malaysia) Berhad, a wholly-owned subsidiary company disposed of 1.485 hectares of its estate land in Kupang, Kedah to the Government for a cash consideration of RM150,165. The said land was acquired by the Government for the “Kupang to Baling Road Project”.  

	
	
	RM’000

	Sale proceeds
	
	150

	
	
	

	Profit on disposal
	
	133

	
	
	


16.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES
The following particulars on quoted securities do not include any quoted investments undertaken by the insurance subsidiary companies of the Group:

(a) 
Total purchase consideration and disposal proceeds of quoted securities are as follows:

	
	
	3 months ended 30.09.2003

RM’000
	
	6 months ended 30.09.2003

RM’000

	
	
	
	
	

	(i)
	Purchases 
	NIL
	
	NIL

	
	
	
	
	

	(ii)
	Disposals
	
	
	

	
	Sale proceeds
	160
	
	160

	
	Profit on disposal
	  50
	
	  50

	
	
	
	


(b) Investments in quoted securities other than the investments in subsidiaries and associated companies as at 30 September 2003 are as follows:

	
	In Malaysia

RM’000
	Outside Malaysia *

RM’000

	
	
	

	At cost
	3,944
	141,659

	At carrying value
	2,373
	125,849

	At market value
	3,542
	128,984


* Includes the Group’s new investment in Cycle & Carriage Ltd, Singapore (“CCL”), following the distribution of CCL shares as dividends in specie by EON Berhad on 9 August 2003.

17.
STATUS OF CORPORATE PROPOSALS

(a)
DRB-HICOM Berhad on 29 October 2003 announced that Intrakota Komposit Sdn Bhd (“IKSB”), a 70%-owned subsidiary company, together with certain of its subsidiary companies namely Intrakota Consolidated Berhad (“ICB”), S.J. Kenderaan Sdn Bhd (“SJK”), Toong Fong Omnibus Company Sdn Bhd (“TF”), Syarikat Pengangkutan Malaysia Sdn Bhd (“SPM”) and S.J. Binateknik Sdn Bhd (“SJB”) as well as Euro Truck & Bus (Malaysia) Sdn Bhd (“ETB”), a wholly-owned subsidiary company of DRB-HICOM Berhad, have on even date entered into a sale and purchase agreement (“SPA”) with Syarikat Prasarana Negara Berhad (“SPNB”) for the disposal of their bus related assets (“Assets”) for an aggregate purchase consideration (excluding the price of the spare parts) of RM176,975,604 to be satisfied by cash (“Proposed Disposal”). 

IKSB, ICB, SJK, TF, SPM, SJB and ETB are collectively referred to hereinafter as the “Vendors”.

17.
STATUS OF CORPORATE PROPOSALS (Continued)
Under the Proposed Disposal, the Vendors shall dispose of the Assets to SPNB, which include the following:

(i) all bus related assets which are subject to hire-purchase agreements and other facility agreements; 

(ii) all bus related spare parts as at the date of the last of the conditions precedent is fulfilled and garage equipment, placed or kept in the Vendors’ properties;

(iii) eleven parcels of immovable properties of the Vendors; and

(iv) all rights of the Vendors against third parties arising out or in connection with the said bus related assets prior to the completion date of the SPA which are novated to SPNB subject to contract.

The purchase consideration has been agreed between the Vendors and SPNB on an arm’s length basis, with the Vendors as willing seller and the SPNB as the willing buyer, taking into account the relevant facts and circumstances of the Assets and the Vendors’ business. The purchase consideration may be increased to RM181,573,804 in the event that SPNB requires ETB to procure the assembly and completion of the unassembled buses into operational buses pursuant to an assembly arrangement as set out in the SPA.

The Proposed Disposal would enable DRB-HICOM Group to divest its public bus transportation services and the proceeds from the Proposed Disposal would allow IKSB and its subsidiaries (“IKSB Group”) and ETB to respectively formulate an appropriate debt restructuring scheme and a debt settlement plan to address their debt obligations. 

The Proposed Disposal is subject to, inter-alia, the approvals of the following:

(i) the shareholders of DRB-HICOM at an EGM to be convened;

(ii) the shareholders of IKSB, ICB, SJK, TF, SPM, SJB and ETB at separate shareholders’ meeting to be convened;

(iii) the owners under the hire-purchase agreements and other facility agreements relating to the Assets or any other person who has security interest over the Assets for the sale of the Assets (of those which are subject to encumbrances); and

(iv) the Selangor State Authority for the transfer of a land situated in Seri Kembangan and used as a ‘sub-depot’ for the Chan Sow Lin Depot which is subject to a restriction in interest of transfer. 
(b)
On 7 November 2003, HICOM Holdings Berhad (“HICOM”), a wholly owned subsidiary of DRB-HICOM Berhad entered into Shares Sale Agreements with Wah Seong Industrial Holdings Sdn Bhd (“WSIH”), a wholly owned subsidiary of Wah Seong Corporation Berhad (“WSC”), and Petro Pipes Industries Sdn Bhd (“PPI”), a subsidiary of WSC for the following:-

17.
STATUS OF CORPORATE PROPOSALS (Continued)
(i)
The disposal of HICOM’s entire shareholding of 12,901,975 ordinary shares of RM1.00 each representing 29.86% of the equity interest in PPI for a total cash consideration of RM30,500,000 (“Proposed Disposal of PPI”).

(ii)
The disposal of HICOM’s entire shareholding of 2,738,572 ordinary shares of RM1.00 each representing 20.29% of the equity interest in PPSC Industrial Holdings Sdn Bhd (“PPSCIH”) for a total cash consideration of RM48,900,000 (“Proposed Disposal of PPSCIH”).



The Proposed Disposals is conditional upon the following approvals:

(i) The approval of the Foreign Investment Committee;

(ii) The approval of the Ministry of International Trade and Industry;

(iii) The approval of DRB-HICOM’s shareholders at an Extraordinary General Meeting to be convened, if required; 

(iv) The approval of WSC’s shareholders at an Extraordinary General Meeting to be convened; and



(v)
Any other relevant authorities, if required.

18.
BORROWINGS AND DEFERRED LIABILITIES

Total Group borrowings are as follows:

	
	
	As at 

30.09.2003

	
	
	RM’000

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	77,104

	
	- Unsecured
	71,055

	
	Total
	148,159

	(b)
	Others
	

	
	Secured
	

	
	Bankers acceptances
	5,512

	
	Trust receipts
	216,217

	
	Revolving credit
	46,520

	
	Short term loans
	10,255

	
	Hire purchase and finance lease
	248,430

	
	  liabilities payable within 12 months
	

	
	Long term loans – portion repayable within 12 months
	76,262

	
	Sub-total
	603,196


18.
BORROWINGS AND DEFERRED LIABILITIES (Continued)

	
	
	As at 

30.09.2003

	
	
	RM’000

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	168,515

	
	Revolving credit
	380,400

	
	Short term loans
	49,465

	
	Long term loans - portion repayable within 12 months
	39,295

	
	Sub-total
	637,675

	
	Total
	1,240,871

	
	
	

	(c)
	Long Term Borrowings
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	256,463

	
	- Portion repayable within 12 months
	(248,430)

	
	
	8,033

	
	
	

	
	Long term loans
	526,286

	
	- Portion repayable within 12 months
	(76,262)

	
	
	450,024

	
	
	

	
	Loan Stocks 2002/2007 - secured

                                    - unsecured
	624,046

185,724

	
	
	809,770

	
	Unsecured
	

	
	Long term loans
	344,082

	
	- Portion repayable within 12 months
	(39,295)

	
	
	304,787

	
	
	

	
	Deferred liability
	26,456

	
	Total
	1,599,070

	
	
	

	
	Grand Total
	2,988,100


	  
	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

	30.09.2003
	RM211.45 million (Japanese Yen 6.17 billion)

	
	RM337.69 million (USD88.9 million)

	
	RM202.46 million (Singapore Dollar 92.24 million)


19.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


Foreign Currency Contracts
As at 13 November 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
	150,912
	4,919
	17/11/2003 – 16/01/2004


Foreign currency transaction in Group companies that are hedged by forward foreign exchange contracts, are accounted for at rates specified by in such forward contracts. The forward exchange contracts are executed with creditworthy financial institutions with a view to limit the credit and market risk exposure to the Group.

20.
MATERIAL LITIGATION

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

(a)
DRB-HICOM Berhad (“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 (“Sogelease”) 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 for stay of execution. In the meantime, on 3 April 2003, Sogelease served a notice under Section 218 of the Companies Act, 1965 onto both the Company and ICB.  The Company and ICB filed for ex-parte injunction against the winding up proceedings, which was granted on 24 April 2003.   In the hearing for both the matters (Appeal & Stay of Execution and the Injunction) on 30 September 2003, the solicitors for the Company and ICB had made an oral application for leave to file into court a further affidavits regarding the developments of the ICB’s proposed scheme of arrangement and in light of the aforesaid, the Court gave the following directions :

(i) The Company and ICB are to file into court and serve the further affidavit on Sogelease’s solicitors on or before 21 October 2003;

(ii) Sogelease is to file into court and serve its affidavit in reply on the Company and ICB’s solicitors on or before 14 November 2003;

20.
MATERIAL LITIGATION (Continued)
(iii) The Company and ICB are to file into court and serve their revised written submissions on Sogelease’s solicitors on or before 1 December 2003; and

(iv)
Sogelease is to file into court and serve its written submission in reply on the Company and ICB on or before 22 December 2003.

Both the matters are now fixed for hearing on 15th January 2004.

(b)
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 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.  In light of the Restraining Order granted to ICB, the matter, which came up for mention on 20 October 2003, has been adjourned to 11 December 2003 for further mention.

(c)
Danaharta Urus Sdn Bhd (“Danaharta”) served the Writ of Summons against Directional (M) Sdn Bhd (“DSB”), an indirect subsidiary of the Company, 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. Danaharta applied for amendments to the Writ and the Statement of Claim but disallowed by the Court on 25 September 2002.  Danaharta then filed an appeal against the said decision of the learned Registrar and on 26 August 2003, the appeal was dismissed with cost and the decision of the learned deputy Registrar is maintained as one of the grounds of judgement is that the aforesaid amendments will prejudice DSB’s application to strike out Danaharta’s statement of Claim. On 10th September 2003, Danaharta filed an appeal to the Court of Appeal against the decision of the High Court in dismissing the appeal as aforesaid. In the meantime,  Danaharta’s application for Summary Judgement and DSB’s and the guarantors’ application to strike out Danaharta’s claim are now postponed further for mention on 12 December 2003.

(d) RHB Bank Berhad (“RHB”) served the Writ of Summons against Directional (Malaysia) Sdn Bhd (“DSB”), an indirect subsidiary of the Company, and the guarantors, claiming for a total sum of RM 78,036,703.74 allegedly for breach of banking facilities granted by RHB.  DSB and the guarantors had filed the appearance in the High Court and in the process of filing the Statement of Defense.  RHB has agreed not to proceed further pending the finalisation of DSB’s debt restructuring. 

20.
MATERIAL LITIGATION (Continued)
(e)
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 and February 2003 and was scheduled for continued hearing from 26 to 30 May 2003.  On 21 March 2003, KLAS received a letter from MAACS requesting for negotiations with a view of settling the matter amicably.  As such, the hearing scheduled to be held from 26 to 30 May 2003 were vacated. The matter which was scheduled for continued hearing on 2 September 2003 had also been vacated by MAACS as negotiation was still pending.  On 20th October 2003, the solicitors for KLAS received MAACS’s witness statement denoting that MAACS wished to pursue the matter further with Arbitration. The matter has been on continued hearing since 3rd November 2003 but vacated on 13 November 2003 due to the closure of the Arbitration Centre. The hearing of the matter is scheduled to be resumed for the period from 9 February 2004 to 20 February 2004. 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. 

(f)
Malaysia Airports Sdn Bhd (“MASB”) served the Writ of Summons against Kuala Lumpur Airport Services Sdn Bhd (“KLAS”) claiming for a total of RM11,378,822.96 allegedly for the arrears in rental for certain premises in Kuala Lumpur International Airport, Sepang. KLAS has filed the Statement of Defence.  Concurrently, the parties are negotiating to settle the matter out of court.

(g)
Malaysia Airports Sdn Bhd (“MASB”) served the Writ of Summons against Kuala Lumpur Airport Services Sdn Bhd (“KLAS”) claiming for a total of RM5,079,826.32 allegedly for the arrears in rental for certain premises in both Pulau Pinang International Airport and Sultan Abdul Aziz Shah Airport.  MASB, through their solicitors had applied to amend the Statement of Claims and the parties agree that the filing of the Statement of Defence by KLAS is to be postponed until after the filing and service of the Amended Statement of Claim from MASB. Meanwhile, KLAS is also negotiating with MASB to settle the matter out of court.

(h)
Teknik Naga Sdn Bhd (“Teknik Naga”), a sub-contractor of Perspec Prime (Malaysia) Sdn Bhd (“PPMSB”), in respect of one of the packages of the civil work sub-contract between the Company and PPMSB in respect of the Rawang-Ipoh Double Tracking Project pursuant to an agreement dated 12 September 2001 (“the Agreement”), had filed a writ of summons dated 11 July 2003 against PPMSB, the Company, Dato’ B. Bhaskaran Pillai and another party. Under the Agreement, PPMSB had agreed to appoint Teknik Naga as a contractor to undertake sub-contract works worth approximately RM 53 Million.  Teknik Naga is claiming against PPMSB, inter alia, for payment for work done under the Agreement, general damages as a result of termination of the Agreement purportedly caused by PPMSB’s alleged breaches, special damages and exemplary damages.  

20.
MATERIAL LITIGATION (Continued)
Teknik Naga claims against the Company and Dato’ B. Bhaskaran Pillai for, inter alia, general damages in tort for alleged inducement of breach of contract and alleged unlawful interference, general damages for alleged defamation, general damages for alleged fraud, special damages and exemplary damages.  As at 28 July 2003, Teknik Naga filed for leave to amend the writ of summons.  The solicitors representing PPMSB, the Company and Dato’ B. Bhaskaran had, on 6th October 2003, filed an application to strike out Teknik Naga’s application to amend the Writ and Statement of Claim and the matter is fixed for hearing on 11 December 2003.  The solicitors representing PPMSB, the Company and Dato’ B. Bhaskaran are of the view that they have good defences against the claims.  To date, a sum of approximately RM 38 Million has been paid by PPMSB to Teknik Naga in respect of the sub-contract.

* Apart from items (e) and (h), all the other claims have been included in the financial 
statements.

21.
REVIEW OF PERFORMANCE 

The Group recorded a lower profit before taxation of RM171.1 million for the six months ended 30 September 2003 compared to RM202.8 million in the corresponding period of the previous financial year, representing a reduction of 15.6%. The reduction was mainly due to generally weaker results from the companies in the automotive sector.

22.
COMPARISON WITH PRECEDING QUARTER’S RESULTS
The Group achieved a marginal increase of 4.7% in profit before taxation of RM87.5 million for the second quarter ended 30 September 2003 compared to RM83.6 million in the preceding quarter ended 30 June 2003.  

23.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR 

The measures introduced in the economic stimulus package by the Government in May 2003 have had a positive impact on the country’s economy resulting in a GDP growth of 5.1% in the third quarter of 2003.


Total industry volume for motor vehicle sales for the first nine months of the current fiscal year 2003 was 308,468 units compared to 333,754 units for the same corresponding period in 2002. The reduction was largely attributable to motor vehicle purchasers deferring purchase of new motor vehicles in anticipation of tariff adjustments which are expected to be announced before 1 January 2004. 


On account of the above and coupled with the strengthening of the Japanese Yen, the performance of the Group’s automotive sector is expected to be generally weaker than the previous year. Despite the difficult business outlook of the automotive sector, the Group’s overall performance for the financial year ending 31 March 2004 is expected to remain satisfactory. 

24.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE

The above is not applicable.

25.
DIVIDEND
No interim dividend has been declared or proposed for the financial period ended 30 September 2003 (30.06.2002 : Nil)

26.
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 financial period.

	
	3 months ended
	6 months ended

	
	30.09.2003
	30.09.2002
	30.09.2003
	30.09.2002

	
	
	
	
	

	Net profit attributable to shareholders (RM’000)
	32,078
	51,539
	56,324
	84,313

	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	969,420
	946,023
	969,420
	946,023

	
	
	
	
	

	Basic earnings per share (sen)
	3.31
	5.45
	5.81
	8.91

	
	
	
	
	


(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
	6 months ended

	
	30.09.2003
	30.09.2002
	30.09.2003
	30.09.2002

	Net profit attributable to shareholders (RM’000)
	32,078
	51,539
	56,324
	84,313

	Weighted average number of shares in issue (‘000)
	969,420
	946,023
	969,420
	946,023

	
	
	
	
	

	Adjustments for share 

options (‘000)
	9,359
	14,200
	9,359
	14,200

	
	978,779
	960,223
	978,779
	960,223

	Diluted earnings per share (sen)
	3.28
	5.37
	5.75
	8.78

	
	
	
	
	


The fully diluted earnings per share in respect of Warrants and redeemable exchangeable Loan Stocks is not presented as it is anti-dilutive.

BY ORDER OF THE BOARD.

CHANG PIE HOON

CHOO CHOCK FAH 

Secretaries

Shah Alam

20 November 2003                                               
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