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Interim Financial Report for the Financial Period 

Ended 30 June 2004

INTERIM FINANCIAL REPORT ON UNAUDITED CONSOLIDATED RESULTS FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2004

The Board of Directors is pleased to announce the unaudited financial results of the Group for the financial period ended 30 June 2004.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	Note
	3 Months Ended
	3 Months Ended

	
	
	
	30.06.2004

RM’000
	30.06.2003

RM’000
	
	30.06.2004

RM’000
	30.06.2003

RM’000

	
	
	
	
	
	
	
	

	Revenue
	
	
	1,214,459
	
	1,101,832
	
	1,214,459
	
	1,101,832

	Cost of sales and operating expenses
	
	
	(1,142,060)
	
	(1,045,170)
	
	(1,142,060)
	
	(1,045,170)

	Other operating income
	
	
	29,341
	
	31,431
	
	29,341
	
	31,431

	Other operating expenses
	14
	
	(14,795)
	
	(5,972)
	
	(14,795)
	
	(5,972)

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Profit from operations
	
	
	86,945
	
	82,121
	
	86,945
	
	82,121

	Finance cost
	
	
	(34,480)
	
	(47,257)
	
	(34,480)
	
	(47,257)

	Share of results of jointly controlled entities
	
	
	12,012
	
	5,522
	
	12,012
	
	5,522

	Share of results of associated companies
	
	
	39,449
	
	43,224
	
	39,449
	
	43,224

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	PROFIT FROM ORDINARY ACTIVITIES BEFORE 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	103,926
	
	83,610
	
	103,926
	
	83,610

	Taxation
	15
	
	
	
	
	
	
	
	

	- Company and subsidiary companies
	
	
	(21,165)
	
	(22,725)
	
	(21,165)
	
	(22,725)

	- Share of taxes of jointly controlled entities
	
	
	(2,835)
	
	(1,605)
	
	(2,835)
	
	(1,605)

	- Share of taxes of associated companies
	
	
	(13,952)
	
	(16,372)
	
	(13,952)
	
	(16,372)

	
	
	
	(37,952)
	
	(40,702)
	
	(37,952)
	
	(40,702)

	PROFIT FROM ORDINARY ACTIVITIES AFTER 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	65,974
	
	42,908
	
	65,974
	
	42,908

	Minority interests
	
	
	(14,766)
	
	(18,662)
	
	(14,766)
	
	(18,662)

	
	
	
	
	
	
	
	
	
	

	NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS
	
	
	51,208
	
	24,246
	
	51,208
	
	24,246

	
	
	
	
	
	
	
	
	
	

	Earnings per share (sen):
	
	
	
	
	
	
	
	
	

	- Basic
	27(a)
	
	5.22
	
	2.51
	
	5.22
	
	2.51

	- Fully diluted
	27(b)
	
	5.20
	
	2.48
	
	5.20
	
	2.48

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2004 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED BALANCE SHEETS

	
	Note
	
	Unaudited

As at

30.06.2004

RM’000
	
	Audited

As at

31.03.2004 

RM’000

	CURRENT ASSETS
	
	
	
	
	

	
Inventories
	
	
	660,745
	
	704,886

	
Land and development expenditure
	
	
	79,098
	
	88,826

	
Trade and other receivables
	
	
	1,825,746
	
	1,727,111

	
Short term investments
	
	
	264,090
	
	229,019

	
Bank balances and cash deposits
	
	
	1,240,294
	
	1,144,535

	

	
	
	4,069,973
	
	3,894,377

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance funds
	
	
	371,605
	
	373,663

	
Trade and other payables
	
	
	1,500,985
	
	1,528,185

	
Provision for liabilities and charges
	
	
	31,794
	
	26,336

	
Bank borrowings
	
	
	
	
	

	
- Bank overdrafts
	19(a)
	
	98,818
	
	128,113

	
- Others
	19(b)
	
	1,042,639
	
	1,334,232

	
Current tax liabilities
	
	
	64,780
	
	55,945

	
	
	
	3,110,621
	
	3,446,474

	NET CURRENT ASSETS
	
	
	959,352
	
	447,903

	NON CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment
	
	
	2,420,180
	
	2,451,156

	Real property assets
	
	
	313,262
	
	305,272

	Jointly controlled entities
	
	
	344,197
	
	342,129

	Associated companies
	
	
	1,124,290
	
	1,205,949

	Other investments
	
	
	436,921
	
	427,608

	Intangible assets
	
	
	2,819
	
	2,837

	Deferred tax assets
	
	
	21,164
	
	23,047

	
	
	
	4,662,833
	
	4,757,998

	
	
	
	5,622,185
	
	5,205,901

	FINANCED BY:
	
	
	
	
	

	SHARE CAPITAL
	
	
	981,160
	
	980,673

	RESERVES
	
	
	1,586,748
	
	1,538,484

	SHAREHOLDERS’ EQUITY
	
	
	2,567,908
	
	2,519,157

	MINORITY INTERESTS
	
	
	680,246
	
	668,792

	LIFE ASSURANCE FUND
	
	
	419,710
	
	370,842

	DEFERRED INCOME
	
	
	76,686
	
	76,935

	LONG TERM AND DEFERRED LIABILITIES
	
	
	
	
	

	             Borrowings
	19(c)
	
	1,824,758
	
	1,519,811

	             Sinking fund
	
	
	354
	
	329

	             Deferred tax liabilities
	
	
	52,523
	
	50,035

	
	
	
	1,877,635
	
	1,570,175

	
	
	
	5,622,185
	
	5,205,901

	NET TANGIBLE ASSETS PER SHARE (RM)
	
	
	2.61
	
	2.57


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2004 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 1.04.2004
	
	980,673
	5,454
	914,434
	4,514
	98,567
	515,515
	2,519,157

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Share of an associated company’s reserves
	
	-
	-
	-
	179
	-
	-
	179

	Currency translation differences of 

  subsidiary companies
	
	-
	-
	-
	(3,229)
	-
	-
	(3,229)

	
	
	
	
	
	
	
	
	

	Net losses not recognised in the income statement
	
	-
	-
	-
	(3,050)
	-
	-
	(3,050)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	51,208
	51,208

	Issue of ordinary shares
	
	487
	106
	-
	-
	-
	-
	593

	Balance as at 30.06.2004
	
	981,160
	5,560
	914,434
	1,464
	98,567
	566,723
	2,567,908

	
	
	
	
	
	
	
	
	

	Balance at beginning of the financial year 1.04.2003
	
	
	
	
	
	
	
	

	· as previously stated

-
prior year adjustment
	
	965,115

-
	1,083

-
	906,271

3,073
	15,380

-
	88,676

-
	356,244

(22,487)
	2,332,769

(19,414)

	· as restated
	
	965,115
	1,083
	909,344
	15,380
	88,676
	333,757
	2,313,355

	
	
	
	
	
	
	
	
	

	Share of an associated company’s reserves
	
	-
	-
	-
	(268)
	-
	-
	(268)

	
	
	
	
	
	
	
	
	

	Currency translation differences of 

  subsidiary companies
	
	-
	-
	-
	(220)
	-
	-
	(220)

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	Net losses not recognised in the income statement
	
	-
	-
	(16)
	(488)
	-
	-
	(504)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	24,246
	24,246

	
	
	
	
	
	
	
	
	

	Issue of ordinary shares
	
	3,473
	373
	-
	-
	-
	-
	3,846

	
	
	
	
	
	
	
	
	

	Balance as at 30.06 2003
	
	968,588
	1,456
	909,328
	14,892
	88,676
	358,003
	2,340,943


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 2004 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	 
	3 months ended 

30.06.2004

RM’000
	3 months ended 

30.06.2003

RM’000

	Net profit attributable to shareholders
	51,208
	24,246

	Adjustments:
	
	

	- Depreciation of property, plant and equipment
	42,723
	52,264

	- Finance cost
	34,480
	47,257

	- Minority interests
	14,766
	18,662

	- Taxation
	37,952
	40,702

	- Share of results of jointly controlled entities
	(12,012)
	(5,522)

	- Share of results of associated companies
	(39,449)
	(43,224)

	- Others
	9,064
	(31,554)

	Operating profit before working capital changes
	138,732
	102,831

	Changes in working capital:
	
	

	Net (increase)/decrease  in current assets
	(43,833)
	28,710

	Net increase/(decrease) in current liabilities
	14,993
	(44,816)

	Net cash generated from operations
	109,892
	86,725

	Interest received
	8,341
	8,642

	Dividends received from associated companies
	20,638
	21,015

	Dividends received from investments
	717
	-

	Taxation paid, net of refund
	(14,248)
	(9,557)

	Finance cost paid
	(23,752)
	(22,561)

	Net cash inflow from operating activities
	101,588
	84,264

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Proceeds from disposal of a jointly controlled entity
	8,640
	-

	Proceeds from disposal of associated companies
	63,692
	71

	Proceeds from disposal of property, plant and equipment
	7,018
	5,346

	Proceeds from disposal/maturity of investments
	48,827
	20,289

	Acquisitions of investments
	(93,259)
	(19,390)

	Purchase of property, plant and equipment
	(25,675)
	(48,233)

	Net cash inflow/(outflow) from investing activities
	9,243
	(41,917)

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from issuance of shares
	593
	3,846

	Proceeds from bank borrowings
	254,885
	119,842

	Repayment of bank borrowings/hire purchase and finance lease
	(240,253)
	(78,320)

	Fixed deposits held as security and maintained as sinking fund
	2,651
	(1,618)

	Dividend paid to minority interests
	(1,185)
	(323)

	Net cash inflow from financing activities
	16,691
	43,427


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

	
	3 months ended 

30.06.2004

RM’000
	3 months ended 

30.06.2003

RM’000

	
	
	

	NET INCREASE IN CASH AND CASH EQUIVALENTS
	127,522
	85,774

	
	
	

	Effects of foreign currency translation
	183
	(28)

	
	
	

	CASH AND CASH EQUIVALENTS AS AT BEGINNING OF THE FINANCIAL YEAR
	985,541
	918,740

	CASH AND CASH EQUIVALENTS AS AT END OF THE FINANCIAL PERIOD
	1,113,246
	1,004,486

	
	
	

	Cash and cash equivalent as at end of the financial period comprise the followings:-
	
	

	
	
	

	Bank balances and cash deposits

	1,240,294
	1,181,439

	Bank overdrafts
	(98,818)
	(146,578)

	
	1,141,476
	1,034,861

	Less: Fixed deposits held as security value/sinking fund
	(28,230)
	(30,375)

	
	1,113,246
	1,004,486

	
	
	


The Condensed Consolidated Cashflow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2004 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 Malaysian Accounting Standards Board (“MASB”) 26 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad and should be read in conjunction with the Group’s financial statements for the financial year ended 31 March 2004.  

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 2004. 

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 June 2004.

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 June 2004, the issued and paid-up share capital of the Company was increased from RM980,672,647 to RM981,159,647  by way of issue of 487,000 new ordinary shares of RM1.00 each, pursuant to the exercise of 487,000 share options under the Employees’ Share Option Scheme (“ESOS”), at prices ranging from RM1.00 to RM1.87  per share.

7.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES (Continued)

(b)
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 2004.

8.
DIVIDENDS

There was no dividend paid or declared for the current financial period ended 30 June 2004.

9.
SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 30 June 2004 is as follows:

	
	
	
	
	Services
	

	
	Automotive
	Property &

Construction
	Investment 

Holding
	Continuing Operations
	Discontinued Operations

(Bus transportation services)
	Group

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

	Revenue
	
	
	
	
	
	

	Total revenue
	694,881
	130,468
	8,135
	387,861
	7,349
	1,228,694

	Inter-segment revenue
	(1,367)
	(2,776)
	(4,405)
	(5,687)
	-
	(14,235)

	External revenue
	693,514
	127,692
	3,730
	382,174
	7,349
	1,214,459

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Segment profit/(loss)
	72,424
	3,301
	(1,924)
	16,590
	(488)
	89,903

	Unallocated expenses
	
	
	
	
	
	(11,530)

	Interest income
	
	
	
	
	
	8,572

	Finance cost
	
	
	
	
	
	(34,480)

	Share of results of

  jointly controlled 

  entities
	4,101
	7,256
	
	655
	
	12,012

	Share of results of        

  associated 

  companies
	39,978
	(382)
	
	(147)
	
	39,449

	Profit from ordinary    

  activities before   

  taxation
	
	
	
	
	
	103,926

	Taxation
	
	
	
	
	
	(37,952)

	
	
	
	
	
	
	

	Profit from ordinary

  activities after

  taxation
	
	
	
	
	
	65,974

	
	
	
	
	
	
	

	Minority Interests
	
	
	
	
	
	(14,766)

	
	
	
	
	
	
	

	Net profit for the   

   financial period
	
	
	
	
	
	51,208


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 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.

· On 14 July 2004, Edaran Otomobil Nasional Berhad (“EON Berhad”), an associated company of HICOM Holdings Berhad implemented the distribution of its entire shareholding in EON Capital Berhad (“ECB”) to the shareholders of EON Berhad by way of dividends in specie and capital repayment.  As a result of these transactions, the Group had received ordinary shares in ECB, representing a direct equity interest of approximately 14.69%.


Subsequently, the Group had undertaken a share swap of its existing investment in Jardine Cycle & Carriage Ltd, Singapore (formerly known as Cycle & Carriage Ltd) for ECB shares held by Jardine Strategic Malaysian Investments Pte. Ltd. Further, the Group had acquired from the open market a total of 1,472,100 ordinary shares of RM1.00 each in ECB.


As a result of the above transactions, the Group’s total shareholding in ECB amounts to 133,057,426 ordinary shares representing a direct equity interest of approximately 19.2%.

12.
CHANGES IN THE COMPOSITION OF THE GROUP
(a)
On 6 May 2004, HICOM Holdings Berhad, effectively a wholly-owned subsidiary of DRB-HICOM Berhad completed the following disposals:-

i) 29.86% equity interest in Petro-Pipe Industries (M) Sdn. Bhd. (“PPI”) consisting of 12,901,975 ordinary shares of RM1.00 each for a total cash consideration of RM30,500,000 to Wah Seong Industrial Holdings Sdn. Bhd.

ii) 13.77% equity interest in PPSC Industrial Holdings Sdn. Bhd. (“PPSCIH”) consisting of 1,858,878 ordinary shares of RM1.00 each for a total cash consideration of RM33,192,165 to PPI. 

As a result of the above transactions, PPI and PPSCIH ceased to be associated companies of HICOM Holdings Berhad. 

12.
CHANGES IN THE COMPOSITION OF THE GROUP (Continued)
(b)
On 12 May 2004, Chattel Credit & Leasing Sdn. Bhd., a wholly-owned dormant subsidiary of Uni. Asia General Insurance Berhad, which in turn is a 34.73% indirect subsidiary of DRB-HICOM Berhad, was placed under voluntary winding-up. 

(c) On 26 May 2004, Gadek (Malaysia) Berhad, a wholly-owned subsidiary of DRB-HICOM Berhad, acquired the entire equity interest in Astra Delights Sdn. Bhd. for a total cash consideration of RM2.00. As a result, Astra Delights Sdn. Bhd.  became a wholly-owned subsidiary of Gadek (Malaysia) Berhad.  

(d) 
On 26 May 2004, HICOM Holdings Berhad, acquired the entire equity interest in March Midas Sdn. Bhd. for a total consideration of RM2.00. As a result, March Midas Sdn. Bhd. became a wholly-owned subsidiary of HICOM Holdings Berhad. 


(e)
On 26 May 2004, HICOM Holdings Berhad, acquired the entire equity interest in Spring Stream Sdn. Bhd. for a total cash consideration of RM2.00. As a result, Spring Stream Sdn. Bhd. became a wholly-owned subsidiary of HICOM Holdings Berhad.
(f)
On 26 May 2004, HICOM Berhad, a wholly-owned subsidiary of HICOM Holdings Berhad,  acquired the entire equity interest in Elegant Blooms Sdn. Bhd. for a total cash consideration of RM2.00. As a result, Elegant Blooms Sdn. Bhd. became a wholly-owned subsidiary of HICOM Berhad. 

(g)
On 3 June 2004, Emerald Assets Sdn. Bhd., a wholly-owned subsidiary of HICOM Holdings Berhad changed its name to USF-HICOM Holdings Sdn. Bhd.

(h)
On 14 June 2004, South East Asia Management Services Sdn. Bhd., a wholly-owned dormant subsidiary of Uni.Asia General Insurance Berhad, was placed under voluntary winding-up. 

(i)
On 16 June 2004 HICOM Holdings Berhad, disposed of its entire 40% equity stake consisting of 6,400,000 ordinary shares of RM1.00 each in Aluminium Alloy Castings Sdn. Bhd. (“AAC”) to Talgra Sdn. Bhd. for a total cash consideration of RM8.64 million. As a result, AAC ceased to be a jointly controlled entity of HICOM Holdings Berhad.
13.
CONTINGENT LIABILITY AND CONTINGENT ASSETS


Save as disclosed below, there has been no material changes in contingent liabilities or contingent assets since the last annual financial statements.

	
	3 months

ended

30.6.2004

RM’000

	Contingent Liabilities 

Guarantees given to financial institutions in respect of facilities 

  granted to subsidiary companies.
	184,440


14.
OTHER OPERATING EXPENSES

Included in other operating expenses is net loss on disposals of shares in PPI, PPSCIH and AAC amounting to approximately RM11.2 million.  The details of the disposals are mentioned in Note 12(a) and (j) above.

15.
TAXATION

Taxation comprises the following:

	
	3 months ended

	
	30.06.2004
	30.06.2003

	
	RM’000
	RM’000

	
	
	

	Current taxation
	16,794
	20,453

	
	
	

	Deferred taxation
	4,371
	2,272

	
	
	

	Taxation on share of results of  jointly controlled entities
	2,835
	1,605

	
	
	

	Taxation on share of results of associated companies
	13,952
	16,372

	Total
	37,952
	40,702



The Group’s effective tax rate for the financial period ended 30 June 2004 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.

16.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Save as disclosed below and in Note 12(a) and (j), there were no sale of unquoted investments nor properties. 

(a)
Uni.Asia General Insurance Berhad, disposed of its freehold land to a third party for a total cash consideration of RM470,000.

	
	3 months

ended

30.6.2004

RM’000

	Sale proceeds
	470

	Profit on disposal
	10


(b) 
Toong Fong Omnibus Company Sendirian Berhad, a subsidiary of Intrakota Komposit Sdn. Bhd. disposed of its leasehold land to a third party for a total cash consideration of approximately RM2.4 million.

	
	3 months

ended

30.06.2004

RM’000

	Sale proceeds
	2,362

	Profit on disposal
	1,384


17.
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 30.06.2004

RM’000

	(i)
	Purchases 
	
	
	-

	(ii)
	Disposals
	
	
	

	
	Sale proceeds
	
	
	37

	
	Profit on disposal
	
	
	10


(b) Investments in quoted securities other than the investments in subsidiaries and associated companies as at 30 June 2004 are as follows:

	
	In Malaysia

RM’000
	Outside  Malaysia 

RM’000

	At cost
	3,791
	141,659

	At carrying value
	2,047
	123,482

	At market value
	4,347
	151,916

	
	
	


18.
STATUS OF CORPORATE PROPOSALS


There has been no outstanding corporate proposals for the financial period ended 30 June 2004.

19.
BORROWINGS AND DEFERRED LIABILITIES

Total Group borrowings are as follows:

	
	
	As at 

30.06.2004

	
	
	RM’000

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	27,561

	
	- Unsecured
	71,257

	
	Total
	98,818

	
	
	

	(b)
	Others
	

	
	Secured
	

	
	Bankers acceptances
	14,784

	
	Letter of credits
	3,880

	
	Trust receipts
	68,191

	
	Revolving credit
	22,000

	
	Short term loans
	4,560

	
	Hire purchase and finance lease liabilities payable within 

  12 months
	134,962

	
	Long term loans – portion repayable within 12 months
	80,138

	
	Sub-total
	328,515

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	263,841

	
	Revolving credit
	400,400

	
	Short term loans
	17,638

	
	Long term loans - portion repayable within 12 months
	32,245

	
	Sub-total
	714,124

	
	
	

	
	Total
	1,042,639

	
	
	

	(c)
	Long Term Borrowings
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	144,819

	
	- portion repayable within 12 months
	(134,962)

	
	
	9,857

	
	
	

	
	Long term loans
	678,618

	
	- portion repayable within 12 months
	(80,138)

	
	
	598,480

	
	
	

	
	Loan Stocks 2002/2007 – secured

                                    - unsecured
	647,378

192,664

	
	
	840,042

	
	Unsecured
	

	
	Long term loans
	382,168

	
	- portion repayable within 12 months
	(32,245)

	
	
	349,923


19.
BORROWINGS AND DEFERRED LIABILITIES(Continued)

	
	
	As at 

30.06.2004

	
	
	RM’000

	
	
	

	
	Deferred liability
	26,456

	
	Total
	1,824,758

	
	
	

	
	Grand Total
	2,966,215




          *
Certain borrowings of subsidiary companies (i.e Directional (Malaysia) Sdn. Bhd. and Euro Truck & Bus (Malaysia) Sdn. Bhd.) which was previously disclosed under current liabilities as at 31 March 2004, have now been reclassified as long term liabilities, pursuant to their debt restructuring.

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

	As at
	Amount

	
	

	30.06.2004
	RM215.44 million (Japanese Yen 6.14 billion)

	
	RM341.42 million (USD89.85 million)

	
	RM214.24 million (Singapore Dollar 95.52 million)

RM6.51 million (Thai Baht 70 million)

	
	


20.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


Foreign Currency Contracts
As at 19 August 2004, the Group had entered into the following outstanding foreign currency contracts to hedge its committed purchases:-

	Foreign Currency
	Contract

Amounts 

(‘000)
	Equivalent

Amount In Ringgit Malaysia (‘000)
	Expiry Dates

	Japanese Yen
	2,571,006
	90,310
	22/8/2004 – 6/2/2005

	Euro
	1,726
	8,072
	1/10/2004 – 19/10/2004


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.

21.
MATERIAL LITIGATION

Save as disclosed below, there are no material litigation pending as at 19 August 2004.

(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 Senior Assistant Registrar (“SAR”) of the High Court granted Summary Judgement for a sum of RM13,566,786.31 on 5 December 2001.  The Company and ICB appealed against the decision of the SAR to the Judge in Chambers.  This Appeal was dismissed by the Judge with cost on 21 January 2003.  On 31 January 2003, the Company and ICB filed an appeal to the Court of Appeal appealing against the decision of the learned Judge.  On 7 February 2003, the Company and ICB filed an application for stay of execution of the Judgement.  The High Court granted stay of execution pending disposal of the said application.  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 an Originating Summons to obtain, inter alia, an injunction against Sogelease from proceeding with the winding up petition against the Company and ICB.  


The Court had, on 27 April 2004, granted to the Company and ICB the order in terms of the stay of execution and the injunction sought but these orders are subject to the Company and ICB depositing a sum of RM17,000,000 into a joint account of both solicitors on or before 31 May 2004 to be held pending the disposal of the appeal of the judgement by the Company and ICB in the Court of Appeal.  On 28 May 2004, the Company and ICB applied an application to the Court to vary/amend the aforesaid order but the application was dismissed on 22 July 2004.  The Company and ICB is filing an appeal against the said decision of the High Court to the Court of Appeal.

Further, under a separate Originating Summons (OS No. D4-24-116-2004) filed by ICB, a Restraining Order was granted in favour of ICB on 20 June 2003 pursuant to Section 176(10) of the Companies Act, 1965 for a period of 9 months effective from the said 20 June 2003.  By an Order dated 16 March 2004, the said Restraining Order was further extended for a period of 120 days upon the expiration of the 9-month period.
(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.   
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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 court fixed 26 August 2004 as next mention date pending settlement and restructuring.

(c)
Danaharta Urus Sdn Bhd (“Danaharta”) served the Writ of Summons against Directional (M) Sdn Bhd (“Directional”), 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 Statement of Claim but disallowed by the Senior Assistant Registrar (“SAR”) of the High Court on 25 September 2002.  Danaharta then filed an appeal to the Judge in Chambers against the said decision of the learned SAR.  On 26 August 2003, the said appeal was dismissed by the Judge with cost. On 10 September 2003, Danaharta  filed an appeal to the Court of Appeal against the decision of the High Court in dismissing the appeal as aforesaid.  Danaharta’s application for Summary Judgement and Directional and the guarantors’ application to strike out Danaharta’s claim are now postponed further for mention on 25 February 2005.  In the meantime, on 31 May 2004, Danaharta and Directional  executed the Debt Settlement  Agreement,  under  which,  Danaharta has agreed to withhold further 
legal action against Directional and Danaharta agrees to procure the withdrawal of this suit upon full implementation of the settlement.

(d)
RHB Bank Berhad (“RHB”) served the Writ of Summons against Directional, and the guarantors, claiming for a total sum of RM78,036,703.74 allegedly for breach of banking facilities granted by RHB.  Directional and the guarantors had filed the appearance in the High Court and in the process of filing the Statement of Defense.  On 21 June 2004, RHB and Directional executed the Debt Restructuring Agreement, under which, RHB has agreed to withhold further legal action against Directional and RHB has agreed to procure the withdrawal of this suit upon full implementation of the settlement. 

(e) 
MAACS Consultancy Services Sdn Bhd (“MAACS”) commenced arbitration proceedings against KL Airport Services Sdn Bhd (“KLAS”), an indirect  subsidiary of the Company, 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.  
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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 20 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 now been fixed for continued hearing from 23 to 30 August 2004 and various dates throughout the months of September until December 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”), an indirect subsidiary of the Group 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 Defense.  The Case Management for the matter fixed on 15 July 2004 has been postponed to 9 November 2004.  In the meantime, KLAS is negotiating for out of court settlement with MASB.

(g)
Malaysia Airports Sdn Bhd (“MASB”) served the Writ of Summons against Kuala Lumpur Airport Services Sdn Bhd (“KLAS”), an indirect subsidiary of the Group 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.  MASB served the amended writ of summons on 15 July 2004 and KLAS has filed the Statement of Defence on 29 July 2004.  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 RM53 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.  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.  
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The solicitors representing PPMSB, the Company and Dato’ B. Bhaskaran had, on 6 October 2003, filed an application to strike out Teknik Naga’s application to amend the Writ and Statement of Claim.  On 2 March 2004, the High Court granted leave to amend the writ of summons to Teknik Naga and dismissed PPMSB’s, the Company’s and Dato’ B. Bhaskaran’s  application to strike out the said application with cost.  PPMBS, the Company and Dato’ B. Bhaskaran filed an appeal against that decision and the appeal is fixed for hearing on 1 June 2004.  The matter was postponed and on 13 July 2004, the Deputy Registrar has directed for the parties to put in written submission and fixed 12 October 2004 as mention date for the appeal and tentatively fixed the appeal for hearing on 22 October 2004. The solicitors representing  PPMSB,  the Company and Dato’ B. Bhaskaran are of the view that they have good defenses against the claims.  To date, a sum of approximately RM38 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.            

22.
REVIEW OF PERFORMANCE 

For the current quarter ended 30 June 2004, the Group recorded a profit before taxation of RM103.9 million compared to RM83.6 million in the previous corresponding quarter.  The improved results were on account of better performances of operating companies and non-consolidation of Intrakota Komposit Sdn. Bhd. (“IKSB”) bus operating losses. 

23.
COMPARISON WITH PRECEDING QUARTER’S RESULTS
The Group achieved a profit before taxation of RM103.9 million for the current quarter ended 30 June 2004 compared to RM164.3 million in the preceding quarter ended 31 March 2004.  The results for the preceding quarter include a net gain of RM95.2 million arising from the interest waiver/partial waiver of principal borrowings in respect of the debt restructuring of IKSB, Directional and Euro Truck & Bus (Malaysia) Sdn. Bhd. and the loss on disposal of bus related assets. 

Had the above net gain not been included, the Group’s results for the preceding quarter would have been RM69.1 million.  On this basis, the Group had achieved higher results by approximately 50% or RM34.8 million for the current quarter under review.

24.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR ENDING 31 MARCH 2005

Malaysia’s Gross Domestic Product (“GDP”) grew by 8% in the second quarter compared to 7.6% growth in the first quarter of 2004, driven by stronger private sector spending and buoyant external demand.


The total industry volume (“TIV”) for motor vehicles sales for the first seven months of 2004 rose by approximately 14% to 271,082 units from 237,674 units in the same  period in 2003, driven by positive consumer buying sentiments.  In line with the positive economic outlook, the TIV for motor vehicle sales for the full year of 2004 is expected to be higher than 2003.  The favourable automotive market condition is expected to benefit the Group’s automotive and its related businesses.

With improved market conditions and the Group’s on-going enterprise improvement programme in all its business sectors, barring any unforeseen circumstances, the Group is expected to achieve satisfactory results for the financial year ending 31 March 2005.

25.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE

The above is not applicable.

26.
DIVIDENDS

No interim dividend has been declared or proposed for the financial period ended 30 June 2004 (30.06.2003 : 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 financial period.

	
	3 months ended

	
	30.06.2004
	30.06.2003

	
	
	

	Net profit attributable to shareholders (RM’000)
	51,208
	24,246

	
	
	

	Weighted average number of shares in issue (‘000)
	980,936
	965,696

	
	
	

	Basic earnings per share (sen)
	5.22
	2.51

	
	
	


27.
EARNINGS PER SHARE (Continued)

(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

	
	30.06.2004
	30.06.2003

	
	
	

	Net profit attributable to shareholders (RM’000)
	51,208
	24,246

	
	
	

	Weighted average number of shares in issue (‘000)
	980,936
	965,696

	
	
	

	Adjustments for share options (‘000)
	4,320
	10,699

	
	985,256
	976,395

	Diluted earnings per share (sen)
	5.20
	2.48

	
	
	


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

26 August 2004                                             
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