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DRB-HICOM BERHAD

(203430-W)

(Incorporated in Malaysia)
Interim Financial Report for the Financial Period 

Ended 30 September 2005

INTERIM FINANCIAL REPORT ON UNAUDITED CONSOLIDATED RESULTS FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2005

The Board of Directors is pleased to announce the unaudited financial results of the Group for the financial period ended 30 September 2005.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	Note
	3 Months Ended
	6 Months Ended

	
	
	
	30.09.2005

RM’000
	30.09.2004

RM’000
	
	30.09.2005

RM’000
	30.09.2004

RM’000

	
	
	
	
	
	
	
	

	Revenue
	
	
	928,355
	
	1,098,553
	
	1,931,280
	
	2,313,012

	Cost of sales and operating expenses
	
	
	(909,757)
	
	(1,039,581)
	
	(1,887,868)
	
	(2,181,641)

	Other operating income
	
	
	34,397
	
	55,184
	
	104,728
	
	84,525

	Other operating expenses
	
	
	(5,142)
	
	(16,804)
	
	(9,957)
	
	(31,599)

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Profit from operations
	
	
	47,853
	
	97,352
	
	138,183
	
	184,297

	Finance cost
	
	
	(33,910)
	
	(36,611)
	
	(70,614)
	
	(71,091)

	Share of results of jointly controlled entities
	
	
	9,418
	
	9,753
	
	19,654
	
	21,765

	Share of results of associated companies
	
	
	52,414
	
	43,995
	
	100,143
	
	83,444

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	PROFIT FROM ORDINARY ACTIVITIES BEFORE 
	
	
	
	
	
	
	
	
	

	TAXATION
	
	
	75,775
	
	114,489
	
	187,366
	
	218,415

	Taxation
	14
	
	
	
	
	
	
	
	

	- Company and subsidiary companies
	
	
	(6,337)
	
	(11,173)
	
	(12,706)
	
	(32,338)

	- Share of taxes of jointly controlled entities
	
	
	(2,999)
	
	(2,480)
	
	(6,058)
	
	(5,315)

	- Share of taxes of associated companies
	
	
	(17,381)
	
	(11,580)
	
	(34,962)
	
	(25,532)

	
	
	
	(26,717)
	
	(25,233)
	
	(53,726)
	
	(63,185)

	
	
	
	
	
	
	
	
	
	

	PROFIT FROM ORDINARY ACTIVITIES AFTER 
	
	
	
	
	
	
	
	
	

	  TAXATION
	
	
	49,058
	
	89,256
	
	133,640
	
	155,230

	Minority interests
	
	
	(13,763)
	
	(24,855)
	
	(49,576)
	
	(39,621)

	
	
	
	
	
	
	
	
	
	

	NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS
	
	
	35,295
	
	64,401
	
	84,064
	
	115,609

	
	
	
	
	
	
	
	
	
	

	Earnings per share (sen):
	
	
	
	
	
	
	
	
	

	- Basic
	26(a)
	
	3.58
	
	6.56
	
	8.53
	
	11.78

	- Fully diluted
	26(b)
	
	3.58
	
	6.53
	
	8.52
	
	11.72

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2005 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED BALANCE SHEETS

	
	Note
	
	Unaudited

As at

30.09.2005

RM’000
	
	Audited

As at

31.03.2005

RM’000

	CURRENT ASSETS
	
	
	
	
	

	
Inventories
	
	
	714,998
	
	553,492

	
Property development costs
	
	
	103,485
	
	101,967

	
Trade and other receivables
	
	
	1,392,636
	
	1,526,673

	
Short term investments
	
	
	210,835
	
	187,020

	
Bank balances and cash deposits
	
	
	1,205,960
	
	1,293,467

	

	
	
	3,627,914
	
	3,662,619

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance funds
	
	
	360,834
	
	356,796

	
Trade and other payables
	
	
	1,242,869
	
	1,425,866

	
Provision for liabilities and charges
	
	
	39,850
	
	37,451

	
Bank borrowings
	
	
	
	
	

	
- Bank overdrafts
	18(a)
	
	58,237
	
	71,670

	
- Others
	18(b)
	
	645,502
	
	1,197,684

	
Current tax liabilities
	
	
	39,861
	
	30,058

	
	
	
	2,387,153
	
	3,119,525

	NET CURRENT ASSETS
	
	
	1,240,761
	
	543,094

	NON CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment
	
	
	2,347,256
	
	2,392,425

	Land held for property development
	
	
	282,025
	
	279,355

	Jointly controlled entities
	
	
	297,916
	
	347,431

	Associated companies
	
	
	1,361,305
	
	1,385,095

	Other investments
	
	
	667,451
	
	533,504

	Intangible assets
	
	
	2,561
	
	2,504

	Deferred tax assets
	
	
	28,851
	
	25,412

	
	
	
	4,987,365
	
	4,965,726

	
	
	
	6,228,126
	
	5,508,820

	FINANCED BY:
	
	
	
	
	

	SHARE CAPITAL
	
	
	986,375
	
	985,670

	RESERVES
	
	
	1,723,565
	
	1,663,545

	SHAREHOLDERS’ EQUITY
	
	
	2,709,940
	
	2,649,215

	MINORITY INTERESTS
	
	
	698,207
	
	672,157

	LIFE ASSURANCE FUND
	
	
	653,501
	
	582,560

	DEFERRED INCOME
	
	
	75,444
	
	76,050

	LONG TERM AND DEFERRED LIABILITIES
	
	
	
	
	

	             Borrowings
	18(c)
	
	2,042,136
	
	1,477,197

	             Sinking fund
	
	
	620
	
	658

	             Deferred tax liabilities
	
	
	48,278
	
	50,983

	
	
	
	2,091,034
	
	1,528,838

	
	
	
	6,228,126
	
	5,508,820

	NET TANGIBLE ASSETS PER SHARE (RM)
	
	
	2.74
	
	2.69


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2005 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 1.04.2005
	
	985,670
	6,985
	911,016
	6,989
	109,281
	629,274
	2,649,215

	
	
	
	
	
	
	
	
	

	Share of an associated company’s reserves
	
	-
	-
	-
	(188)
	-
	-
	(188)

	Currency translation differences of subsidiary companies
	
	-
	-
	-
	(2,621)
	-
	-
	(2,621)

	Transfer of capital reserve

  arising from the expiry of warrants
	
	-
	-
	-
	-
	(20,383)
	20,383
	-

	
	
	
	
	
	
	
	
	

	Net (losses)/gain not recognised in the income statement
	
	-
	-
	-
	(2,809)
	(20,383)
	20,383
	(2,809)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	84,064
	84,064

	Dividend in respect of financial year ended 31 March 2005
	
	-
	-
	-
	-
	-
	(21,307)
	(21,307)

	Issue of ordinary shares pursuant to ESOS
	
	705
	72
	-
	-
	-
	-
	777

	Balance as at 30.09.2005
	
	986,375
	7,057
	911,016
	4,180
	88,898
	712,414
	2,709,940

	
	
	
	
	
	
	
	
	

	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
	
	-
	-
	-
	(94)
	-
	-
	(94)

	Currency translation differences of subsidiary companies
	
	-
	-
	-
	(2,388)
	-
	-
	(2,388)

	Reserve on consolidation arising from acquisition of additional shares in a subsidiary company
	
	-
	-
	12
	-
	-
	-
	12

	
	
	
	
	
	
	
	
	

	Net gain/(losses) not recognised in the income statement
	
	-
	-
	12
	(2,482)
	-
	-
	(2,470)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	115,609
	115,609

	Transfer to other reserves
	
	-
	-
	-
	-
	8,826
	(8,826)
	-

	Dividend in respect of financial year ended 31 March 2004
	
	-
	-
	-
	-
	-
	(17,688)
	(17,688)

	Issue of ordinary shares pursuant to ESOS
	
	2,017
	392
	-
	-
	-
	-
	2,409

	
	
	
	
	
	
	
	
	

	Balance as at 30.09.2004
	
	982,690
	5,846
	914,446
	2,032
	107,393
	604,610
	2,617,017


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 2005 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	 
	Unaudited

6 months ended 

30.09.2005

RM’000
	Unaudited

6 months ended 

30.09.2004

RM’000

	Net profit attributable to shareholders
	84,064
	115,609

	Adjustments:
	
	

	- Depreciation of property, plant and equipment
	88,642
	85,672

	- Finance cost
	70,614
	71,091

	- Minority interests
	49,576
	39,621

	- Taxation
	53,726
	63,185

	- Share of results of jointly controlled entities
	(19,654)
	(21,765)

	- Share of results of associated companies
	(100,143)
	(83,444)

	- Others
	(77,112)
	(7,431)

	Operating profit before working capital changes
	149,713
	262,538

	Changes in working capital:
	
	

	Net (increase)/decrease in current assets
	(24,836)
	52,833

	Net decrease in current liabilities
	(135,405)
	(13,840)

	Net cash(used in)/generated from operations
	(10,528)
	301,531

	Interest received
	26,971
	18,863

	Dividends received from jointly controlled entities
	68,655
	-

	Dividends received from associated companies
	87,312
	32,141

	Dividends received from investments
	5,070
	2,948

	Taxation paid, net of refund
	(23,155)
	(24,723)

	Finance cost paid
	(47,434)
	(41,001)

	Net cash inflow from operating activities
	106,891
	289,759

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

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

	Proceeds from disposal of associated companies
	-
	79,375

	Proceeds from disposal of property, plant and equipment
	44,429
	11,073

	Proceeds from disposal/maturity of investments
	125,478
	69,763

	Purchase of property, plant and equipment
	(57,007)
	(58,578)

	Acquisitions of investments/land held for property development
	(286,412)
	(173,212)

	Acquisition of shares in:
	
	

	- a subsidiary company
	-
	(1,440)

	- jointly controlled entities
	(3,484)
	-

	- an associated company
	-
	(13,487)

	Net cash outflow from investing activities
	(176,996)
	(77,866)

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from issuance of ordinary shares
	777
	2,409

	Proceeds from bank borrowings
	1,267,635
	435,008

	Repayment of bank borrowings/hire purchase and finance lease
	(1,246,171)
	(520,876)

	Fixed deposits held as security and maintained as sinking fund
	3,009
	1,756

	Subscription of shares in a subsidiary company by minority interest
	-
	1,711

	Redemption of preference shares held by minority interest
	-
	(800)

	Dividend paid to minority interests
	(25,575)
	(18,230)

	Net cash outflow from financing activities
	(325)
	(99,022)


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

	
	Unaudited

6 months ended 

30.09.2005

RM’000
	Unaudited

6 months ended 

30.09.2004

RM’000

	
	
	

	NET(DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS
	(70,430)
	112,871

	
	
	

	Effects of foreign currency translation
	(635)
	(146)

	
	
	

	CASH AND CASH EQUIVALENTS AS AT BEGINNING OF THE FINANCIAL YEAR
	1,169,084
	985,541

	CASH AND CASH EQUIVALENTS AS AT END OF THE FINANCIAL PERIOD
	1,098,019
	1,098,266

	
	
	

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

	
	
	

	Bank balances and cash deposits

	1,205,960
	1,218,767

	Bank overdrafts
	(58,237)
	(91,376)

	
	1,147,723
	1,127,391

	Less: Fixed deposits held as security value/sinking fund
	(49,704)
	(29,125)

	
	1,098,019
	1,098,266

	
	
	


The Condensed Consolidated Cashflow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2005 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 Financial Reporting Standard (“FRS”) 134 [previously known as Malaysian Accounting Standards Board (“MASB”) 26] on “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 2005.  

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 2005. 

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 2005.

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 except as disclosed in Note 7(b).

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 2005, the issued and paid-up share capital of the Company was increased from RM985,669,947 to RM986,375,447 by way of issue of 705,500 new ordinary shares of RM1.00 each, pursuant to the exercise of 705,000 share options under the Employees’ Share Option Scheme (“ESOS”), at option prices ranging from RM1.00 to RM1.75  per share and the conversion of 500 warrants at an exercise price of RM2.88 per share.


(b)
On 15 April 2005, Gadek (Malaysia) Berhad, a wholly-owned subsidiary of the Company made a partial cash redemption of RM42.477 million nominal value of Redeemable Secured Loan Stock (“RSLS”) and Redeemable Exchangeable Secured Loan Stock (“RESLS”) 2002/2007, net of discount of RM10.619 million. Further on 26 July 2005, the Company redeemed the outstanding balance of RSLS/RESLS amounting to RM517.445 million. The remaining outstanding Loan Stocks 2002/2007 after the above redemptions is as follows:-

	
	
	RM’000

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

	
	
	178,039



(c)
During the financial quarter ended 30 September 2005, the Company drawdown the Islamic Securities facilities comprising of RM680 million nominal value of Bai’Bithaman Ajil Islamic Debt Securities and RM214 million nominal value of Murabahah Commercial Papers/Medium Term Notes for the redemption of Loan Stocks as in item (b) above, repayment of borrowings of the Company and for working capital purposes.


(d)
Apart from the above, there were no issuance and repayment of debt securities, shares buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 30 September 2005.

8.
DIVIDENDS

There was no dividend paid or declared for the current financial period ended 30 September 2005. 


The shareholders have approved a first and final dividend of 3.0 sen gross per share, less taxation of 28% at the last Annual General Meeting held on 22 September 2005 in respect of the financial year ended 31 March 2005. The net dividend amounting to RM21,306,643 was paid on 18 October 2005. 

9.
SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 30 September 2005 is as follows:

	
	Automotive
	Property &

Construction
	Services
	Investment 

Holding
	Group

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

	Revenue
	
	
	
	
	

	Total revenue
	1,137,209
	173,100
	631,495
	17,482
	1,959,286

	Inter-segment revenue
	(2,987)
	(6,581)
	(9,226)
	(9,212)
	(28,006)

	External revenue
	1,134,222
	166,519
	622,269
	8,270
	1,931,280

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit/(loss)
	43,411
	(1,871)
	75,528
	30,299
	147,367

	Unallocated expenses
	
	
	
	
	(27,325)

	Interest income
	
	
	
	
	18,141

	Finance cost
	
	
	
	
	(70,614)

	
	
	
	
	
	

	Share of results of

  jointly controlled 

  entities
	5,094
	15,687
	(1,127)
	
	19,654

	Share of results of        

  associated 

  companies
	57,347
	11
	42,785
	
	100,143

	Profit from ordinary    

  activities before   

  taxation
	
	
	
	
	187,366

	Taxation
	
	
	
	
	(53,726)

	
	
	
	
	
	

	Profit from ordinary

   activities after

  taxation
	
	
	
	
	133,640

	
	
	
	
	
	

	Minority Interests
	
	
	
	
	(49,576)

	
	
	
	
	
	

	Net profit for the   

   financial period
	
	
	
	
	84,064


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

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 27 April 2005, HICOM Holdings Berhad (“HHB”) acquired 33.33% interest in Model Building Maintenance Dallah AlamFlora Waste Management Services LLC (“MBM Dallah AlamFlora LLC”), a company incorporated in United Arab Emirates. As a result, MBM Dallah AlamFlora LLC became a jointly controlled entity of the Group.

(b) On 6 June 2005, Clestra Hauserman (Malaysia) Sdn. Bhd. (under voluntary liquidation), a 50% dormant associated company of Gadek (Malaysia) Berhad, was dissolved pursuant to Section 272(5) 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

	
	30.09.2005
	30.09.2004
	30.09.2005
	30.09.2004

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	9,995
	13,278
	19,891
	30,072

	
	
	
	
	

	Deferred taxation
	(2,617)
	176
	(6,144)
	4,547

	
	
	
	
	

	Over provision of taxation in respect of prior financial years
	(1,041)
	(2,281)
	(1,041)
	(2,281)

	
	
	
	
	

	Taxation on share of results of jointly controlled entities
	2,999
	2,480
	6,058
	5,315

	
	
	
	
	

	Taxation on share of results of associated companies
	17,381
	11,580
	34,962
	25,532

	Total
	26,717
	25,233
	53,726
	63,185



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

15.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Save as disclosed below, there were no sale of unquoted investments nor properties.

(a)
Directional (Malaysia) Sdn. Bhd. disposed of its leasehold land to a third party for cash consideration of RM4.5 million.

	
	3 months ended

30.09.2005

RM’000
	
	6 months ended

30.09.2005

RM’000

	
	
	
	

	Sale proceeds
	-
	
	4,500

	Loss on disposal
	-
	
	260


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 30.09.2005

RM’000
	
	6 months ended

30.09.2005

RM’000

	(i)
	Purchases 
	NIL
	
	NIL

	(ii)
	Disposals
	NIL
	
	NIL


(b) Investments in quoted securities other than the investments in subsidiaries and associated companies as at 30 September 2005 are as follows:

	
	In Malaysia

RM’000
	Outside  

Malaysia 

RM’000

	At cost
	3,785
	38,781

	At carrying value
	1,627
	18,317

	At market value
	4,431
	18,317

	
	
	


17.
STATUS OF CORPORATE PROPOSALS


(a)
DRB-HICOM Berhad on 13 September 2005 announced that Gadek (Malaysia) Berhad (“Gadek”), a wholly-owned subsidiary company has on even date entered into a Share Sale Agreement with Hunterton Sdn. Bhd. for the proposed disposal of Gadek’s entire equity interest comprising 1,000,000 ordinary shares of RM1.00 each representing 50% of the equity interest Gadek-Perspec Consortium Sdn. Bhd. for a cash consideration of RM1,858,772.  

17.
STATUS OF CORPORATE PROPOSALS (Continued)


(b)
On 30 September 2005, HICOM Holdings Berhad (“HHB”), a wholly-owned subsidiary company entered into a Joint Venture Agreement with Weststar Motorsport Sdn. Bhd. and Sojitz Corporation Japan to participate in a joint venture company, namely Navi & Map Sdn. Bhd. (“NMSB”). NMSB is to undertake the business of producing, manufacturing, importing, marketing and selling of car navigation system (CNS) and related products and services in Malaysia. HHB will hold 20% equity interest in NMSB.

(c) On 28 October 2005, DRB-HICOM Defence Technologies Sdn. Bhd., a wholly-owned subsidiary company entered into a Share Sale and Purchase Agreement to acquire 100% equity interest in DNEST Aviation Services Sdn. Bhd. for a total cash consideration of RM11,428,571.

18.
BORROWINGS AND DEFERRED LIABILITIES

Total Group borrowings are as follows:

	
	
	As at 

30.09.2005

	
	
	RM’000

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	7,057

	
	- Unsecured
	51,180

	
	Total
	58,237

	
	
	

	(b)
	Others
	

	
	Secured
	

	
	Bankers acceptances
	15,815

	
	Letter of credits
	2,846

	
	Trust receipts
	26,113

	
	Revolving credit
	11,550

	
	Short term loans
	3,835

	
	Hire purchase and finance lease liabilities payable within 

  12 months
	15,446

	
	Long term loans - portion repayable within 12 months
	112,176

	
	
	

	
	Sub-total
	187,781

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	211,314

	
	Revolving credit
	239,775

	
	Short term loans
	918

	
	Long term loans - portion repayable within 12 months
	5,714

	
	Sub-total
	457,721

	
	
	

	
	Total
	645,502

	
	
	

	
	
	

	
	
	

	
	
	


18.
BORROWINGS AND DEFERRED LIABILITIES (continued)

	
	
	As at 

30.09.2005

	
	
	RM’000

	
	
	

	
	
	

	(c)
	Long Term Borrowings
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	29,380

	
	- portion repayable within 12 months
	(15,446)

	
	
	13,934

	
	
	

	
	Long term loans (including Islamic Securities)
	1,634,164

	
	- portion repayable within 12 months
	(112,176)

	
	
	1,521,988

	
	
	

	
	Unsecured
	

	
	Loan Stocks 2002/2007
	208,411

	
	
	

	
	Long term loans
	277,061

	
	- portion repayable within 12 months
	(5,714)

	
	
	271,347

	
	Deferred liability
	26,456

	
	Total
	2,042,136

	
	
	

	
	Grand Total
	2,745,875


	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

	
	

	30.09.2005
	RM203.59million (Japanese Yen 6.1 billion)

	
	RM214.38 million (Singapore Dollar 95.5 million)

	
	RM6.54 million (Thai Baht 71.3 million)


19.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


Foreign Currency Contracts
As at 21 November 2005, 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
	2,523,636
	86,808
	22/11/2005 – 31/3/2006


Foreign currency transaction in Group companies that are hedged by forward foreign exchange contracts, are accounted for at rates specified 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)
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 RM26.0 million as a potential claim derived from MAACS for failure to provide proper advice and design solutions under the consultancy agreement.  MAACS has presented their case before the Arbitrator and has completed their submissions. KLAS has presented their case from 12 until 16 September 2005 and is scheduled to continue from 12 until 16 December 2005. 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.

(b)
Malaysia Airports Sdn. Bhd. (“MASB”) served the Writ of Summons against 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.  The matter is now fixed for trial on the 12 and 13 July 2006. Meanwhile, KLAS is also negotiating with MASB to settle the matter out of court. 

(c)
Malaysia Airports Sdn. Bhd. (“MASB”) served the Writ of Summons against 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.  MASB served the amended Writ of Summons on 15 July 2004 and the solicitors for KLAS has filed the Statement of Defence on 29 July 2004. MASB has not taken any action since then.  KLAS is also negotiating with MASB to settle the matter out of court. 

(d)
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    

20.
MATERIAL LITIGATION (Continued)
damages for alleged fraud, special damages and exemplary damages.  On 28 July 2003, Teknik Naga filed for leave to amend the Writ of Summons.  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.  PPMSB, the Company and Dato' B. Bhaskaran filed an appeal against that decision.  The Appeal was fixed for mention on 20 October 2005 but was adjourned to 20 January 2006. In the meanwhile, on 18 August 2005, PPMSB's, the Company's and Dato' Bhaskaran's application for further and better particulars was dismissed by the Deputy Registrar and the solicitors have filed an appeal against that decision. The Court has scheduled for a hearing of the appeal on 20 January 2006. The solicitors representing PPMSB, the Company and Dato' B. Bhaskaran are of the view that they have good defences against the claims.  

(e)
Cyberline Technologies Sdn. Bhd. (“Cyberline”) filed a Writ of Summons and Statement of Claim dated 8 July 2005 against DRB-HICOM Information Technologies Sdn. Bhd. (“DHIT”), a subsidiary of the Company claiming for the alleged outstanding sum due to Cyberline of RM5,778,000.00 and compensation sum of RM16,875,000.00 for an alleged breach of contract, in addition to interest and cost. The claim was related to the Product Development and Services Agreement and Support Service Agreement, both dated 24 July 2002 (“Agreement”) where Cyberline provided, among others, services in respect of mass adoption of IT based on ‘Linux’ platform and operating system. The solicitors for DHIT has entered the Memorandum of Appearance on behalf of DHIT on 3 August 2005.  On 2 September 2005, Cyberline served on DHIT the Summons in Chambers for Summary Judgment, which was fixed for hearing on 20 October 2005. DHIT filed the Affidavit in Reply on 17 October 2005, in which, DHIT contended that Cyberline has no valid claim against DHIT.  Further, DHIT had a counter claim for a sum of RM 1,919,450 as a potential claim derived from DHIT’s overpayment of the fees under the Agreement. On 20 October 2005, the Court adjourned the said hearing of the Summary Judgment application to 8 December 2005 to allow the solicitors for Cyberline to reply to the Affidavit in Reply of DHIT.  The management is of the view that DHIT has valid defence against Cyberline’s claim on their merits in respect of both the fee payable and the compensation.  Further the management is of the view that DHIT has a good counterclaim for the sum of RM1,919,450.

*  
Apart from items (a), (d) and (e) - compensation claim, all the other claims have been included in the financial statements.

21.
REVIEW OF PERFORMANCE 

The Group posted a lower profit before taxation of RM187.4 million for the financial period ended 30 September 2005 compared to RM218.4 million in the corresponding period of the previous financial year.  The reduction was mainly attributed to the lower earnings of the companies in the automotive sector.

22.
COMPARISON WITH PRECEDING QUARTER’S RESULTS
The Group recorded a profit before taxation of RM75.8 million for the current quarter ended 30 September 2005 as compared to RM111.6 million in the preceding quarter ended 30 June 2005.  The results for the preceding quarter include a one-off gain on disposal of plant and machinery of a subsidiary company amounting to approximately RM33.0 million. Excluding this item, the Group’s results for the preceding quarter would have been RM78.6 million, which is comparable to current quarter’s results.

23.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR ENDING 31 MARCH 2006

On 19 October 2005, the Government released the National Automotive Policy Framework which is aimed at developing the country as a complete automobile manufacturing, assembly and distribution center.  Whilst the details of the NAP is yet to be announced, the Group’s automotive businesses expect to benefit from the NAP.


The position with regard to the Electrified Double Track Project remains unchanged subsequent to the end of the last financial year.  The negotiations with the Government with regard to the resolution of all outstanding matters, including the variation orders claims, are still ongoing and the outcome of these negotiations may have a significant effect on the financial position of the Group and the Company and their results for the current financial year.
24.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE

The above is not applicable.

25.
DIVIDENDS

No interim dividend has been declared for the financial period ended 30 September 2005 (30.09.2004 : 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.

26.
EARNINGS PER SHARE (Continued)

	
	3 months ended
	6 months ended

	
	30.09.2005
	30.09.2004
	30.09.2005
	30.09.2004

	
	
	
	
	

	Net profit attributable to shareholders (RM’000)
	35,295
	64,401
	84,064
	115,609

	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	985,924
	981,220
	985,924
	981,220

	
	
	
	
	

	Basic earnings per share (sen)
	3.58
	6.56
	8.53
	11.78

	
	
	
	
	


(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

	
	30.09.2005
	30.092004
	30.09.2005
	30.092004

	
	
	
	
	

	Net profit attributable to shareholders (RM’000)
	35,295
	64,401
	84,064
	115,609

	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	985,924
	981,220
	985,924
	981,220

	
	
	
	
	

	Adjustments for share options (‘000) 
	438
	4,811
	438
	4,811

	
	986,362
	986,031
	986,362
	986,031

	Diluted earnings per share (sen)
	3.58
	6.53
	8.52
	11.72

	
	
	
	
	


The fully diluted earnings per share in respect of 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

28 November 2005







� EMBED MSPhotoEd.3  ���








PAGE  
16

_1098698587.bin

