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DRB-HICOM BERHAD

(203430-W)

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

Ended 31 December 2006

INTERIM FINANCIAL REPORT ON UNAUDITED CONSOLIDATED RESULTS FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2006

The Board of Directors is pleased to announce the unaudited financial results of the Group for the financial period ended 31 December 2006.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	Note
	Current Quarter

3 Months Ended
	Year to date

9 Months Ended

	
	
	
	31.12.2006

RM’000
	31.12.2005

RM’000

(Restated)
	
	31.12.2006

RM’000
	31.12.2005

RM’000

(Restated)

	
	
	
	
	
	
	
	

	Revenue
	
	
	646,046
	
	883,212
	
	2,223,829
	
	2,814,492

	Cost of sales and operating expenses
	
	
	(644,569)
	
	(883,851)
	
	(2,189,188)
	
	(2,771,719)

	Other income
	
	
	67,223
	
	26,143
	
	122,985
	
	130,871

	Other expenses (including impairment loss of      property, plant and equipment)
	
	
	(1,125)
	
	(213,940)
	
	(9,763)
	
	(223,897)

	
	
	
	
	
	
	
	
	
	

	Profit /(loss) from operations
	
	
	67,575
	
	(188,436)
	
	147,863
	
	(50,253)

	Finance cost
	
	
	(34,863)
	
	(33,734)
	
	(110,006)
	
	(104,348)

	Share of results of jointly controlled entities
	
	
	3,865
	
	5,581
	
	11,386
	
	19,354

	Share of results of associated companies
	
	
	20,009
	
	30,609
	
	76,801
	
	99,824

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	PROFIT/(LOSS) BEFORE TAXATION
	
	
	56,586
	
	(185,980)
	
	126,044
	
	(35,423)

	Taxation
	14
	
	(1,606)
	
	2,345
	
	(18,709)
	
	(10,361)

	NET PROFIT/(LOSS) FOR THE PERIOD
	
	
	54,980
	
	(183,635)
	
	107,335
	
	(45,784)

	
	
	
	
	
	
	
	
	
	

	Attributable to:
	
	
	
	
	
	
	
	
	

	Equity holders of the parent
	
	
	46,759
	
	(178,801)
	
	78,001
	
	(90,526)

	Minority interest
	
	
	8,221
	
	(4,834)
	
	29,334
	
	44,742

	
	
	
	54,980
	
	(183,635)
	
	107,335
	
	(45,784)

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Earnings/(Loss) per share (sen):
	
	
	
	
	
	
	
	
	

	- Basic
	26(a)
	
	4.66
	
	(18.13)
	
	7.78
	
	(9.18)

	- Fully diluted
	26(b)
	
	4.66
	
	(18.08)
	
	7.78
	
	(9.16)

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2006 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED BALANCE SHEETS

	
	Note
	
	Unaudited

As at

31.12.2006

RM’000


	
	Audited

As at

31.03.2006

RM’000

(Restated)

	
	
	
	
	
	

	ASSETS
	
	
	
	
	

	NON CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment
	
	
	1,732,283
	
	2,091,304

	Investment properties
	
	
	387,084
	
	-

	Land held for property development
	
	
	342,618
	
	334,237

	Jointly controlled entities
	
	
	261,495
	
	303,166

	Associated companies
	
	
	1,455,770
	
	1,446,279

	Other investments
	
	
	714,087
	
	730,905

	Intangible assets
	
	
	5,420
	
	3,341

	Deferred tax assets
	
	
	76,207
	
	75,652

	Goodwill 
	
	
	3,489
	
	-

	
	
	
	4,978,453
	
	4,984,884

	CURRENT ASSETS
	
	
	
	
	

	
Assets held for sale
	
	
	44,184
	
	8,500

	
Inventories
	
	
	666,521
	
	733,606

	
Property development costs
	
	
	89,242
	
	110,215

	
Trade and other receivables
	
	
	1,047,001
	
	1,368,767

	
Short term investments
	
	
	264,580
	
	170,158

	
Bank balances and cash deposits
	
	
	1,320,299
	
	1,168,152

	

	
	
	3,431,827
	
	3,559,398

	
	
	
	
	
	

	TOTAL ASSETS
	
	
	8,410,280
	
	8,544,282

	
	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	
	

	
Share Capital
	
	
	1,007,607
	
	999,772

	
Reserves
	
	
	1,556,488
	
	1,462,417

	Equity attributable to equity holders of the parent

	
	
	2,564,095
	
	2,462,189

	Minority interests
	
	
	669,311
	
	664,780

	TOTAL EQUITY
	
	
	3,233,406
	
	3,126,969

	
	
	
	
	
	

	NON CURRENT LIABILITIES
	
	
	
	
	

	Life assurance fund
	
	
	969,908
	
	809,786

	Deferred income
	
	
	71,007
	
	75,263

	Long term and deferred liabilities
	
	
	
	
	

	-  Borrowings
	18(c)
	
	1,922,918
	
	1,896,689

	-  Sinking fund
	
	
	812
	
	645

	-  Deferred tax liabilities
	
	
	66,659
	
	57,259

	
	
	
	1,990,389
	
	1,954,593

	
	
	
	3,031,304
	
	2,839,642

	
	
	
	
	
	


CONDENSED CONSOLIDATED BALANCE SHEETS (Continued)

	
	Note
	
	Unaudited

As at

31.12.2006

RM’000


	
	Audited

As at

31.03.2006

RM’000

(Restated)

	
	
	
	
	
	

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance funds
	
	
	337,275
	
	361,054

	
Trade and other payables
	
	
	1,070,628
	
	1,399,351

	
Provision for liabilities and charges
	
	
	27,549
	
	48,241

	
Bank borrowings
	
	
	
	
	

	
- Bank overdrafts
	18(a)
	
	43,134
	
	59,811

	
- Others
	18(b)
	
	640,080
	
	694,743

	
Current tax liabilities
	
	
	19,548
	
	14,471

	              Dividend payable
	
	
	7,356
	
	-

	
	
	
	2,145,570
	
	2,577,671

	
	
	
	
	
	

	TOTAL LIABILITIES
	
	
	5,176,874
	
	5,417,313

	
	
	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	
	8,410,280
	
	8,544,282

	
	
	
	
	
	

	NET ASSETS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT (RM)
	
	
	2.54
	
	2.46


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2006 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
	
	
	
	

	
	
	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
	Equity attributable to equity holders of the parent
RM’000
	Minority Interests

RM’000
	Total RM’000

	
	
	
	
	
	
	
	
	
	
	

	Balance at beginning of the financial year 1.04.2006
	
	999,772
	16,699
	911,016
	2,929
	103,641
	409,626
	2,443,683
	664,780
	3,108,463

	Prior year adjustments (Note 2 (vi))
	
	-
	-
	-
	-
	-
	18,506
	18,506
	-
	18,506

	Effects of FRS 140 (Note 2 (i))
	
	-
	-
	-
	-
	(282)
	28,262
	27,980
	2,439
	30,419

	As restated
	
	999,772
	16,699
	911,016
	2,929
	103,359
	456,394
	2,490,169
	667,219
	3,157,388

	
	
	
	
	
	
	
	
	
	
	

	Share of an associated company’s reserves
	
	-
	-
	-
	-
	(716)
	-
	(716)
	-
	(716)

	Currency translation differences of subsidiary companies
	
	-
	-
	-
	2,994
	-
	-
	2,994
	(1,998)
	996

	Acquisition of additional shares in a subsidiary company
	
	-
	-
	-
	-
	-
	-
	-
	(9,330)
	(9,330)

	Acquisition of a subsidiary company
	
	-
	-
	-
	-
	-
	-
	-
	318
	318

	Disposal of a subsidiary company
	
	-
	-
	-
	-
	3,571
	-
	3,571
	-
	3,571

	Dividend paid to minority interests
	
	-
	-
	-
	-
	-
	-
	-
	(16,192)
	(16,192)

	
	
	
	
	
	
	
	
	
	
	

	Net (losses)/gain not recognised in the income statement
	
	-
	-
	-
	2,994
	2,855
	-
	5,849
	(27,202)
	(21,353)

	Transfer of reserves
	
	-
	-
	-
	(4,625)
	13,693
	(9,028)
	              40
	         (40)
	-

	Net profit for the financial period 
	
	-
	-
	-
	                -
	-
	78,001
	        78,001
	29,334
	107,335

	Interim dividend for financial year ending 31 March 2007
	
	-
	-
	-
	-
	-
	(7,356)
	(7,356)
	-
	(7,356)

	Dividend in respect of financial year ended 31 March 2006
	
	-
	-
	-
	-
	-
	 (14,445)
	     (14,445)
	-
	    (14,445)

	Issue of ordinary shares pursuant to ESOS / conversion of REULS [Note 7(a)]
	
	7,835
	4,002
	-
	-
	-
	-
	11,837
	-
	11,837

	Balance as at 31.12.2006
	
	1,007,607
	20,701
	911,016
	1,298
	119,907
	503,566
	2,564,095
	669,311
	3,233,406


CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

	
	
	Issued and fully paid ordinary

shares of

RM1.00 each
	Non-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
	Equity attributable to equity holders of the parent
RM’000
	Minority Interests 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
	672,157
	3,321,372

	Prior year adjustments
	
	-
	-
	-
	-
	-
	19,499
	19,499
	-
	19,499

	As restated
	
	985,670
	6,985
	911,016
	6,989
	109,281
	648,773
	2,668,714
	672,157
	3,340,871

	Share of an associated company’s reserves
	
	-
	-
	-
	(425)
	-
	-
	(425)
	-
	(425)

	Currency translation differences of subsidiary companies
	
	-
	-
	-
	(6,090)
	-
	-
	(6,090)
	(1,893)
	(7,983)

	Share of subsidiary companies reserves
	
	-
	-
	-
	-
	-
	-
	-
	(975)
	(975)

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

	Dividend paid to minority interests
	
	-
	-
	-
	-
	               -
	-
	                -
	    (41,828)
	    (41,828)

	
	
	
	
	
	
	
	
	
	
	

	Net losses not recognised in the income statement
	
	-
	-
	-
	(6,515)
	(20,383)
	     20,383
	(6,515)
	(44,696)
	(51,211)

	Net loss for the financial period
	
	-
	-
	-
	-
	-
	(90,526)
	(90,526)
	44,742
	(45,784)

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

	Issue of ordinary shares pursuant to ESOS / conversion of REULS
	
	12,484
	9,694
	-
	-
	-
	-
	22,178
	-
	22,178

	Balance as at 31.12.2005
	
	998,154
	16,679
	911,016
	474
	88,898
	557,323
	2,572,544
	672,203
	3,244,747


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 2006 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT
	 
	9 months ended 

31.12.2006

RM’000


	9 months ended 

31.12.2005

RM’000

(Restated)

	Net profit/(loss) attributable to shareholders
	78,001
	(90,526)

	Adjustments:
	
	

	Depreciation of property, plant and equipment
	108,286
	130,831

	- Finance cost
	110,066
	104,348

	- Minority interests
	29,334
	44,742

	- Taxation
	18,709
	10,361

	- Share of results of jointly controlled entities (net of tax)
	(11,386)
	(19,354)

	- Share of results of associated companies (net of tax)
	(76,801)
	(99,824)

	- Gain on disposal of property, plant and equipment
	(1,211)
	(28,569)

	- Impairment loss of property, plant and equipment
	110
	151,730

	- Others
	(65,324)
	10,155

	Operating profit before working capital changes
	189,784
	213,894

	Changes in working capital:
	
	

	Net decrease/(increase) in current assets
	414,105
	         (99,480)

	Net decrease in current liabilities
	(222,681)
	(88,388)

	Net cash generated from operations
	381,208
	26,026

	Interest received
	27,800
	26,155

	Dividends received from jointly controlled entities
	23,665
	71,044

	Dividends received from associated companies
	50,862
	90,316

	Dividends received from investments
	5,100
	6,673

	Taxation paid, net of refund
	(26,244)
	(31,635)

	Finance cost paid
	(67,186)
	(147,079)

	Net cash inflow from operating activities
	395,205
	41,500

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Proceeds from disposal of property, plant and equipment
	5,569
	                  48,717      

	Proceeds from disposal/maturity of investments
	288,997
	171,603                  

	Proceeds from disposal of an associated company
	93
	-

	Proceeds from disposal of a jointly controlled entity
	3,955
	-

	Capital redemption of a jointly controlled entity
	3,000
	-

	Purchase of property, plant and equipment
	(61,675)
	                   (94,484)

	Acquisitions of investments/land held for property development
	(386,779)
	(370,079)

	Net cash inflow from disposal of a subsidiary company
	3,905
	-

	Net cash outflow from acquisition of a subsidiary company
	(5,448)
	-

	Acquisition of investments in:
	
	

	 - a subsidiary company
	(7,595)
	-

	 - a jointly controlled entity
	-
	(3,484)

	Net cash outflow from investing activities
	(155,978)
	(247,727)

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from issuance of ordinary shares
	3,544
	1,124

	Proceeds from bank borrowings
	552,711
	1,450,367

	Repayment of bank borrowings/hire purchase and finance lease
	(594,946)
	(1,331,874)

	Fixed deposits held as security and maintained as sinking fund
	(58,970)
	3,009


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

	
	9 months ended 

31.12.2006

RM’000


	9 months ended 

31.12.2005

RM’000

(Restated)

	Dividend paid to shareholders
	(14,445)
	(21,307)

	Dividend paid to minority interests
	(16,192)
	       (41,828)

	Net cash (outflow)/inflow from financing activities
	(128,298)
	59,491

	
	
	

	NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS
	110,929
	(146,736)

	
	
	

	Effects of foreign currency translation
	(1,075)
	1,391

	
	
	

	CASH AND CASH EQUIVALENTS AS AT BEGINNING OF THE FINANCIAL YEAR
	1,050,154
	1,169,084

	CASH AND CASH EQUIVALENTS AS AT END OF THE FINANCIAL PERIOD
	1,160,008
	1,023,739

	
	
	

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

	
	
	

	Bank balances and cash deposits

	1,320,299
	1,134,486

	Bank overdrafts
	(43,134)
	(61,043)

	
	1,277,165
	1,073,443

	Less: Fixed deposits held as security value/sinking fund
	(117,157)
	(49,704)

	
	1,160,008
	1,023,739

	
	
	


The Condensed Consolidated Cashflow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2006 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 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 2006.  

2. CHANGES IN ACCOUNTING POLICIES
The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual audited financial statements for the financial year ended 31 March 2006 as well as the new/revised MASB approved accounting standards that are effective and applicable to the Group in the current financial year beginning 1 April 2006.

In the current period, the Group adopted the following new/revised FRSs : 

FRS 2
Share-based Payment

FRS 3
Business Combinations

FRS 5
Non-Current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of the new/revised FRSs did not result in substantial changes to the Group’s accounting policies other than the effects of the FRSs described below:

(i)
FRS 140: Investment Property

FRS 140 defines an investment property as a property held for long-term rental yield and/or for capital appreciation and, that is not occupied by the companies in the Group.

2.
CHANGES IN ACCOUNTING POLICIES (Continued)
(i)
FRS 140: Investment Property (Continued)

The adoption of FRS 140 has resulted in a change in the accounting policy for investment properties, as well as the reclassification of certain properties previously recognised as property, plant and equipment and other investments to investment properties within non-current assets.

The Group has adopted the fair value model to measure its investment properties. Gain or losses arising from changes in the fair values of investment properties are recognised in the income statement.

Where an item is reclassified to investment property upon initial adoption of FRS 140, any difference between the carrying amount of the item and its fair value arising on the date of initial adoption is recognised as an adjustment to the opening retained earnings without restatement of comparatives.

(ii)
FRS 128: Investments in Associates and FRS 131: Interests in Joint Ventures


The adoption of FRS 128 and FRS 131 has resulted in a change in accounting policy, whereby the share of results of the associated companies and jointly controlled entities are based on the financial statements as of the same date as the financial statements of the Group.  In the prior years, the share of results were taken from the latest financial statements of the associated companies and jointly controlled entities concerned made up to the end of their respective financial years.

(iii)
FRS 3: Business Combinations 


The adoption of this new standard has resulted in the Group ceasing the write off of goodwill against reserves.  Goodwill will now be carried at cost less accumulated impairment on the balance sheet and is now tested for impairment on an annual basis or more frequently if events or changes in circumstances indicate that it might be impaired.  Under FRS 3, reserve on consolidation (negative goodwill) is now recognised immediately in the income statement.  Prior to 1 April 2006, negative goodwill was taken to reserves.

(iv)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interests, share of after-tax results of associated and jointly controlled entities, and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the net profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total 

2.
CHANGES IN ACCOUNTING POLICIES (Continued)
(iv)
FRS 101: Presentation of Financial Statements (Continued)
recognised income and expenses for the period, showing separately the amounts   attributable   to equity  holders  of   the  parent  and  to   minority interests.  The share of results in associated companies and jointly controlled entities are now disclosed net of tax and minority interests in the consolidated income statement.

(v)
FRS 5: Non-current Assets Held for Sale and Discontinued Operations

The adoption of FRS 5 has affected certain assets which have been reclassified as “Assets held for sale” upon meeting certain criteria where the carrying amount will be recovered principally through a sale transaction rather than through continuing use, and which are stated at the lower of their carrying amount and fair value less costs to sell. The assets held for sale ceased to be depreciated from 1 April 2006 as their economic benefits are no longer consumed.  The Group has utilised the transitional provision of FRS 5 that allows the classification of assets held for sale on the balance sheet as at the previous financial year end, 31 March 2006 where the criteria for recognition has been met.

(vi)
The effect to the Group’s comparative figures on adoption of the above FRSs is as follows:

	
	As previously stated

RM’000
	Effect on adoption of

FRSs

RM’000
	As restated

RM’000

	Balance sheet

As at 31 March 2006
	
	
	

	
	
	
	

	Property, plant and equipment
	2,090,904
	400
	2,091,304

	Jointly controlled entities
	303,745
	(579)
	303,166

	Associated companies
	1,427,194
	19,085
	1,446,279

	Other investments
	739,805
	(8,900)
	730,905

	Assets held for sale
	-
	8,500
	8,500

	Reserves
	1,443,911
	18,506
	1,462,417

	
	
	
	

	Income statement

9 months ended 31 December 2005


	
	
	

	Share of results of jointly

  controlled entities (net of tax)
	23,462
	(4,108)
	19,354

	Share of results of associated

  companies (net of tax)
	97,612
	2,212
	99,824

	Net loss attributable to equity  

  holders of the parent
	(88,630)
	(1,896)
	(90,526)


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 nine months ended 31 December 2006.

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 nine months ended 31 December 2006, the issued and paid-up share capital of the Company increased from RM999,771,729 to RM1,007,607,035 by way of issue of 7,835,306 new ordinary shares of RM1.00 each, pursuant to the following:-

(i) Exercise of 3,328,100 share options under the Employees’ Share Option Scheme (“ESOS”), at option prices ranging from RM1.00 to RM1.69 per share.

(ii) Conversion of RM6,771,750 nominal value of Redeemable Exchangeable Unsecured Loan Stock (“REULS”) plus accrued interest of Gadek (Malaysia) Berhad (a wholly-owned subsidiary company) into 4,507,206 new ordinary shares of the Company at a issue price of RM1.84 per share.

(b)
On 30 May 2006, Gadek (Malaysia) Berhad, a wholly-owned subsidiary of the Company made a partial cash redemption of RM2.926 million nominal value of REULS 2002/2008, net of discount of RM0.661 million.  Further, on 5 December 2006, certain holders of REULS had exercised their exchange rights as per the Exchange Option and Purchase Agreement whereby RM6.772 million nominal value of REULS had been converted into DRB-HICOM Berhad ordinary shares as mentioned in item (a) (ii) above. The remaining outstanding nominal value of REULS 2002/2008 after the above redemption/exchange is as follows: -

7.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES (Continued)
	
	RM’000

	Redeemable Exchangeable Unsecured Loan Stocks (“REULS”)
	119,185


(c)
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 nine months ended 31 December 2006.

8.
DIVIDENDS PAID
The shareholders approved a first and final dividend of 2.0 sen gross per share, less taxation of 28% at the last Annual General Meeting held on 21 September 2006 in respect of the financial year ended 31 March 2006. The net dividend amounting to RM14,444,642 was paid on 18 October 2006.

9.

SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 31 December 2006 is as follows:

	
	Automotive
	Property &

Construction
	Services *
	Investment 

Holding
	Group

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

	Revenue
	
	
	
	
	

	Total revenue
	1,224,284
	309,913
	926,901
	1,389
	2,462,487

	Inter-segment revenue
	(188,255)
	(42,594)
	(6,420)
	(1,389)
	(238,658)

	External revenue
	1,036,029
	267,319
	920,481
	-
	2,223,829

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit/(loss)
	(53,164)
	55,626
	79,436
	50,935
	132,833

	Unallocated expenses
	
	
	
	
	(13,398)

	Interest income
	
	
	
	
	28,428

	Finance cost
	
	
	
	
	(110,006)

	
	
	
	
	
	

	Share of results of

 jointly controlled entities (net of tax)
	6,986
	8,262
	(3,862)
	-
	11,386

	Share of results of        

  associated companies (net of tax)
	37,645
	3,663
	35,493
	-
	76,801

	Profit before taxation 
	
	
	
	
	126,044

	Taxation
	
	
	
	
	(18,709)

	Net profit for the   

  financial period
	
	
	
	
	107,335

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Equity holders of the parent
	
	
	
	
	78,001

	Minority Interest
	
	
	
	
	29,334

	
	
	
	
	
	

	* includes concession and financial services.


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 3 April 2006, Intrakota Komposit Sdn. Bhd. which is a 70% direct subsidiary of DRB-HICOM Berhad completed the disposal of its entire 36.5% equity stake in Airport Coach Sdn. Bhd. (“ACSB”) to K.R. Travel & Tours Sdn. Bhd. for a total consideration of RM93,075.  As a result, ACSB ceased to be an associated company of the Group.

(b)
On 17 April 2006, Motosikal Dan Enjin Nasional Sdn. Bhd., a 55% direct subsidiary of DRB-HICOM Berhad acquired an additional 150 ordinary shares of Rp1,000,000 each in its subsidiary company, PT Modenas Putra Motor Indonesia and increased its stake from 58% to 76.75%.

(c)
On 28 June 2006, HICOM Properties Sdn. Bhd., effectively a wholly-owned subsidiary of DRB-HICOM Berhad completed the acquisition of the remaining 49% equity stake in HICOM Menang Properties Sdn. Bhd. (“HMPSB”) consisting of 4,900,000 ordinary shares of RM1.00 each from Menang Properties Sdn. Bhd. for a total consideration of RM7,595,000.  As a result, HMPSB became a wholly-owned subsidiary of the Group.  On 21 August 2006, HMPSB changed its name to Jubli Premis Sdn. Bhd.

(d) On 9 August 2006, DRB-HICOM Berhad completed the acquisition of the two shares in DRB-HICOM Auto Solutions Sdn. Bhd. (“DHAS”) (formerly known as DRB-HICOM IT Solutions Sdn. Bhd.) from HICOM Holdings Berhad, for a total cash consideration of RM2.00. As a result, DHAS became a direct wholly-owned subsidiary of DRB-HICOM Berhad.

(e)
On 26 August 2006, Seains Pte. Ltd., a wholly-owned subsidiary of Uni.Asia General Insurance Berhad which is in turn a 68.09% indirect subsidiary of DRB-HICOM Berhad, was dissolved pursuant to Section 308 (5) of the Companies Act (Cap 50), Singapore.

12.
CHANGES IN THE COMPOSITION OF THE GROUP (Continued)
(f)
On 8 September 2006, HICOM Holdings Berhad, effectively a wholly-owned subsidiary of DRB-HICOM Berhad completed the disposal of its entire 15% equity stake in Petro-Pipe-Daido (HK) Concrete Sdn. Bhd. for a total cash consideration of RM20,000.

(g)
On 19 September 2006, HICOM Holdings Berhad completed the acquisition of the remaining 49% equity stake in HICOM Vertex Sdn. Bhd. (“HVSB”) consisting of 490 ordinary shares of RM1.00 each for a total cash consideration of RM1.00. As a result, HVSB became a wholly-owned subsidiary of the Group.

(h)
On 12 October 2006, DRB-HICOM Defence Technologies Sdn. Bhd., a wholly-owned subsidiary of the Company completed the acquisition of 70% equity stake in MMC Defence Sdn. Bhd. (“MMCD”) consisting of 3,218,600 ordinary shares of RM1.00 each from Idaman Kencana Sdn. Bhd. Subsequently, the acquisition of the remaining 30% equity interest consisting of 1,379,400 ordinary shares of RM1.00 each from MMC Engineering Group Berhad was completed on 11 January 2007. As a result, MMCD became a wholly-owned subsidiary company of the Group. On 12 January 2007, MMCD changed its name to Defence Services Sdn. Bhd.

(i) 
On 15 December 2006, Gadek (Malaysia) Berhad, effectively a wholly-owned subsidiary of DRB-HICOM Berhad completed the disposal of its 70% equity stake comprising 3,500,000 ordinary shares of RM1.00 each in Perspec Prime (Malaysia) Sdn. Bhd. (“PPSB”). As a result, PPSB ceased to be a subsidiary company of the Group. 

(j)
On 22 December 2006, HICOM Holdings Berhad (“HHB”) completed the disposal of its entire 45% equity stake consisting of 5,400,000 ordinary shares of RM1.00 each in HICOM-Suzuki Manufacturing Malaysia Sdn. Bhd. (“HSMM”), for partial cash consideration of RM3,954,835 and 10,150,000 ordinary shares of RM1.00 each representing 29% equity stake in Suzuki Motorcycle Malaysia Sdn. Bhd. (“SMM”). As a result, HSMM became a wholly-owned subsidiary of SMM and ceased to be a jointly controlled entity of HHB, while SMM became an associated company of the Group.
13.
CONTINGENT LIABILITIES AND CONTINGENT ASSETS


There have been no material changes in contingent liabilities or contingent assets since the last annual financial statements, except for material litigation as disclosed in Note 20.

14.
TAXATION

Taxation comprises the following:

	
	3 months ended
	9 months ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	2,809
	(4,404)
	19,632
	14,446

	Deferred taxation
	(1,203)
	2,059
	(923)
	(4,085)

	Total
	1,606
	(2,345)
	18,709
	10,361



The Group’s effective tax rate for the nine months ended 31 December 2006 is higher than the statutory tax 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 in Note 12 (a), (f), (i) and (j), there were no sale of unquoted investments or properties during the nine months ended 31 December 2006.

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 31.12.2006

RM’000
	
	9 months ended 31.12.2006

RM’000

	(i)
	Purchases 
	NIL
	
	NIL

	(ii)
	Disposals
	
	
	

	
	- sales proceeds
	NIL
	
	1,092

	
	- profit on disposal
	NIL
	
	76


(b) Investments in quoted securities other than the investments in subsidiaries and associated companies as at 31 December 2006 are as follows:

	
	In Malaysia

RM’000
	Outside  

Malaysia 

RM’000

	At cost
	2,986
	38,781

	At carrying value
	2,653
	27,656

	At market value
	5,973
	27,656

	
	
	


17.
STATUS OF CORPORATE PROPOSALS 


(a)
The proposed acquisition of the remaining 30% equity interest in MMC Defence Sdn. Bhd. (“MMCD”) as mentioned in the previous Quarterly Report was completed on 11 January 2007 (refer item 12(h)). 

(b)
The proposed disposal of 70% equity interest in Perspec Prime (Malaysia) Sdn. Bhd. as mentioned in the previous Quarterly Report had been completed on 15 December 2006 (refer item 12(i)).

(c)
On 29 August 2006, HICOM Properties Sdn. Bhd. (“HPSB”), effectively a wholly-owned subsidiary of DRB-HICOM, had entered into a Share Sale Agreement with Assedina Sdn. Bhd., effectively a wholly-owned subsidiary of Kuala Lumpur City Corporation Berhad, for the proposed disposal of HPSB’s entire 30% equity interest comprising of 6,486,720 ordinary shares of RM1.00 each in SUCASA Sdn. Bhd. (“SUCASA”) for a cash consideration of RM15.9 million. Upon completion of the proposed disposal, SUCASA will cease to be a jointly controlled entity of the Group. The proposed disposal is subject to approval from relevant authorities.

(d)
On 24 January 2007, HICOM Holdings Berhad had entered into a Share Sale Agreement with Boustead Plantations Berhad, a subsidiary of Boustead Holdings Berhad to dispose of its entire 2,296,000 ordinary shares of RM1.00 each representing 25% equity stake in Boustead Heah Joo Seang Sdn. Bhd. for a cash consideration of RM42,500,000. The proposed disposal is subject to approval from the relevant authorities.

(e) On 31 January 2007, HICOM Holdings Berhad acquired an additional 1,645,162 ordinary shares of RM1.00 each representing a 10.97% equity stake in PHN Industry Sdn. Bhd. (“PHN”) from Nagoya Oak Industries Co. Ltd. for a total cash consideration of RM9,870,972. As a result of the acquisition, the Group’s equity interest in PHN had increased from 42.5% to 53.47% thus becoming a subsidiary company of the Group.

(f)
On 9 February 2007, Comtrac Sdn. Bhd., a 70% owned subsidiary of the Group entered into a Share Sale Agreement with Mohd Ramli Bin Shamsuddin to dispose of 80,000 ordinary shares of RM1.00 each representing 80% equity stake in Ciri-Alam Bina Sdn. Bhd.  for a cash consideration of RM80,000. The proposed disposal is subject to approval from the relevant authorities.

18.
BORROWINGS AND DEFERRED LIABILITIES

Total Group borrowings are as follows:

	
	
	As at 

31.12.2006

	
	
	RM’000

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	7,997

	
	- Unsecured
	35,137

	
	Total
	43,134

	
	
	

	(b)
	Others
	

	
	Secured
	

	
	Bankers acceptances
	12,339

	
	Revolving credit
	3,000

	
	Short term loans
	1,240

	
	Hire purchase and finance lease liabilities payable within 

  12 months
	1,648

	
	Long term loans – portion repayable within 12 months
	169,351

	
	Sub-total
	187,578

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	186,264

	
	Revolving credit
	219,600

	
	Trust receipts
	6,638

	
	Short term loans
	36,472

	
	Long term loans - portion repayable within 12 months
	3,528

	
	Sub total
	452,502

	
	
	

	
	Total
	640,080

	
	
	

	(c)
	Long Term Borrowings
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	22,102

	
	- portion repayable within 12 months
	(1,648)

	
	
	20,454

	
	
	

	
	Long term loans
	750,752

	
	- portion repayable within 12 months
	(169,351)

	
	
	581,401

	
	
	

	
	Long term loan under Islamic financing
	900,999

	
	
	

	
	Unsecured
	

	
	Long term loans
	250,198

	
	- portion repayable within 12 months
	(3,528)

	
	
	246,670

	
	
	

	
	Loan Stocks 2002/2008
	146,938

	
	
	

	
	Deferred liability
	26,456

	
	Total
	1,922,918

	
	
	

	
	Grand Total
	2,606,132


18.
BORROWINGS AND DEFERRED LIABILITIES (Continued)

	   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

	
	

	31.12.2006
	RM181.60 million (Japanese Yen 6.06 billion)

	
	RM215.92 million (SGD 93.5 million)

	
	RM6.87 million (Thai Baht 69.4 million)


19.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS 


Foreign Currency Contracts

As at 16 February 2007, the Group had entered into the following outstanding foreign currency contracts to hedge its committed purchases:-

	Foreign Currency
	Contract

Amounts 

(‘000)
	Equivalent

Amount In Ringgit Malaysia (‘000)
	Expiry Dates

	Japanese Yen
	1,400,492
	41,662
	21/02/2007 – 28/05/2007

	Euro
	397
	1,843
	15/03/2007


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 (KLRCA) for Arbitration claiming for RM14.3 million or alternatively, RM10.9 million.  Both parties had presented their case before the arbitrator in various hearing dates throughout 2005 but the matter was put on hold when the arbitrator passed away on 23 January 2006.  Pursuant to the demise of the arbitrator, the parties have agreed to start the arbitration afresh with a new arbitrator in accordance with the KLRCA Arbitration Rules.  KLAS has appointed new solicitors for the conduct of the new Arbitration and will be filing in fresh pleadings to strike out the claim.  A preliminary meeting was held on 22 January 2007 with the newly appointed arbitrator and during that meeting, the arbitrator scheduled various dates for the parties to file in their respective documents. The arbitrator further ordered that the matter be heard on various dates from March to June 2008.

20.
MATERIAL LITIGATION (Continued)

The solicitors representing KLAS are of the opinion that KLAS has reasonably good prospects in striking out the claim on the basis that MAACS is not a registered engineer, architect or surveyor as required under applicable laws. In the meantime, the Parties are also exploring the possibility for an amicable settlement of the matter.

(b)
Teknik Naga Sdn. Bhd. ("Teknik Naga"), a sub-contractor of Perspec Prime (Malaysia) Sdn. Bhd. ("PPMSB") (previously a subsidiary company of DRB-HICOM Berhad), in respect of one of the packages of the civil work sub-contract between the Company and PPMSB in relation to the Rawang-Ipoh Double Tracking Project pursuant to an agreement dated 12 September 2001 ("the Agreement"), had filed a Writ of Summons and Statement of Claim dated 11 July 2003 against PPMSB, the Company, Dato' B. Bhaskaran Pillai (former employee) and another party.  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 claimed 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.  PPMSB, the Company and Dato’ Bhaskaran applied to Court for better and further particulars and on 18 August 2005, the said application was dismissed by the Deputy Registrar. The solicitors have filed an appeal against that decision. The hearing of the appeal is scheduled on 16 March 2007. The solicitors representing PPMSB, the Company and Dato' B. Bhaskaran are of the view that they have good defences against the claims.

*  None of the above claims have been included in the financial statements.
21.
REVIEW OF PERFORMANCE 

For the nine months ended 31 December 2006, the Group’s revenue fell by approximately 21% to RM2.2 billion from RM2.8 billion recorded in the previous corresponding period ended 31 December 2005. The decline is mainly attributed to lower sales recorded by companies in the automotive sector.


The Group registered a profit before taxation of RM126.0 million for the nine months ended 31 December 2006 as compared to a loss of RM35.4 million in the previous corresponding period ended 31 December 2005. The profits for the current period were derived from the companies in the property and services sectors (including insurance and banking business) and gain on disposal of a subsidiary company. The negative results in the corresponding period ended 31 December 2005 were mainly on account of impairment loss of fixed assets and write-off of certain non-operating expenses. 

22.
COMPARISON WITH PRECEDING QUARTER’S RESULTS 

The Group achieved a higher profit before taxation of RM56.6 million for the current quarter ended 31 December 2006 as against RM40.0 million in the preceding quarter ended 30 September 2006. The favourable variance was due to the gain on disposal of a subsidiary company completed in the current quarter.
23.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR ENDING 31 MARCH 2007 


The Group had been consistently achieving positive results over the last three quarters of the current financial year. This momentum is expected to be maintained in the fourth quarter and thus the Board is confident that the full year’s results for the current financial year ending 31 March 2007 will be positive as compared to a loss in the previous financial year.

24.
VARIANCE OF FORECAST PROFIT OR PROFIT GUARANTEE

The above is not applicable.

25.
DIVIDENDS

The Board of Directors is pleased to declare an interim gross dividend of 1 sen (2006: NIL) per share less taxation of 27% amounting to RM7,355,531 for the current financial year ending 31 March 2007 which is proposed to be paid on 13 April 2007.


NOTICE IS HEREBY GIVEN 
that the Interim Dividend of 1 sen per share less taxation of 27% will be paid on 13 April 2007, to depositors registered in the Records of Depositors at the close of business on 14 March 2007.


A Depositor shall qualify for entitlement only in respect of:

(a) Shares transferred to the Depositor’s Securities Account on or before 4pm on 14 March 2007 in respect of the ordinary transfers.

(b) Shares bought on the Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of Bursa Malaysia Securities Berhad.

26.
EARNINGS/(LOSS) PER SHARE

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

	
	3 months ended
	9 months ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	
	
	
	

	Net profit/(loss) attributable to shareholders (RM’000)
	46,759
	(178,801)
	78,001
	(90,526)

	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	1,002,730
	986,091
	1,002,730
	986,091

	
	
	
	
	

	Basic earnings/(loss) per share (sen)
	4.66
	(18.13)
	7.78
	(9.18)

	
	
	
	
	


(b) Fully diluted 
The fully diluted earnings/(loss) per share is calculated by dividing the net profit attributable to equity holders of the parent by the weighted average number of shares in issue adjusted for dilutive potential shares issueable in respect of share options pursuant to ESOS.  The ESOS has expired on 9 April 2006.

	
	3 months ended
	9 months ended

	
	31.12.2006
	31.12.2005
	31.12.2006
	31.12.2005

	
	
	
	
	

	Net profit/(loss) attributable to shareholders (RM’000)
	46,759
	(178,801)
	78,001
	(90,526)

	
	
	
	
	

	Weighted average number of shares 
in issue (‘000)
	1,002,730
	986,091
	1,002,730
	986,091

	
	
	
	
	

	Adjustments for share options (‘000) 
	-
	2,705
	-
	2,705

	
	1,002,730
	988,796
	1,002,730
	988,796

	Diluted earnings/(loss) per share (sen)
	4.66
	(18.08)
	7.78
	(9.16)

	
	
	
	
	


The fully diluted earnings per share in respect of Loan Stocks 2002/2008 is not presented as it is anti-dilutive.

BY ORDER OF THE BOARD

CHAN CHOY LIN, CAROL

Secretary

Shah Alam

23 February 2007  
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