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DRB-HICOM BERHAD

(203430-W)

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

Ended 30 June 2007

INTERIM FINANCIAL REPORT ON UNAUDITED CONSOLIDATED RESULTS FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2007

The Board of Directors is pleased to announce the unaudited financial results of the Group for the financial period ended 30 June 2007.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	Note
	Current Quarter

3 Months Ended
	Year to date

3 Months Ended

	
	
	
	30.06.2007

RM’000
	30.06.2006

RM’000
	
	30.06.2007

RM’000
	30.06.2006

RM’000

	
	
	
	
	
	
	
	

	Revenue
	
	
	792,034
	
	777,272
	
	792,034
	
	777,272

	Cost of sales and operating expenses
	
	
	(765,290)
	
	(762,930)
	
	(765,290)
	
	(762,930)

	Other income
	
	
	39,177
	
	13,218
	
	39,177
	
	13,218

	Other expenses 
	
	
	(356)
	
	(147)
	
	(356)
	
	(147)

	
	
	
	
	
	
	
	
	
	

	Profit from operations
	
	
	65,565
	
	27,413
	
	65,565
	
	27,413

	Finance cost
	
	
	(32,338)
	
	(33,715)
	
	(32,338)
	
	(33,715)

	Share of results of jointly controlled entities (net of tax)
	
	
	6,578
	
	5,713
	
	6,578
	
	5,713

	Share of results of associated companies (net of tax)
	
	
	24,067
	
	30,045
	
	24,067
	
	30,045

	
	
	
	
	
	
	
	
	
	

	PROFIT BEFORE TAXATION
	
	
	63,872
	
	29,456
	
	63,872
	
	29,456

	Taxation
	14
	
	(8,081)
	
	(11,597)
	
	(8,081)
	
	(11,597)

	NET PROFIT FOR THE FINANCIAL PERIOD
	
	
	55,791
	
	17,859
	
	55,791
	
	17,859

	
	
	
	
	
	
	
	
	
	

	Attributable to:
	
	
	
	
	
	
	
	
	

	Equity holders of the Company
	
	
	39,908
	
	9,317
	
	39,908
	
	9,317

	Minority interest
	
	
	15,883
	
	8,542
	
	15,883
	
	8,542

	
	
	
	55,791
	
	17,859 
	
	55,791
	
	17,859 

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Earnings per share (sen):
	
	
	
	
	
	
	
	
	

	- Basic
	26(a)
	
	3.96
	
	0.93
	
	3.96
	
	0.93

	- Fully diluted
	26(b)
	
	3.96
	
	0.93
	
	3.96
	
	0.93

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2007 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED BALANCE SHEETS 

	
	Note
	
	Unaudited

As at

30.06.2007

RM’000


	
	Audited

As at

31.03.2007

RM’000

(Restated)

	
	
	
	
	
	

	ASSETS
	
	
	
	
	

	NON CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment
	
	
	1,702,324
	
	1,716,027

	Prepaid lease properties
	
	
	60,970
	
	61,143

	Biological assets
	
	
	19,589
	
	19,616

	Investment properties
	
	
	460,359
	
	466,827

	Land held for property development
	
	
	317,674
	
	311,933

	Jointly controlled entities
	
	
	234,678
	
	228,100

	Associated companies
	
	
	1,347,148
	
	1,339,434

	Other investments
	
	
	693,217
	
	722,331

	Intangible assets
	
	
	9,881
	
	9,715

	Deferred tax assets
	
	
	66,937
	
	71,662

	
	
	
	4,912,777
	
	4,946,788

	CURRENT ASSETS
	
	
	
	
	

	
Assets held for sale
	
	
	6,044
	
	6,044

	
Inventories
	
	
	513,371
	
	619,669

	
Property development costs
	
	
	100,937
	
	110,037

	
Trade and other receivables
	
	
	998,377
	
	995,483

	
Marketable securities
	
	
	334,288
	
	245,534

	
Bank balances and cash deposits
	
	
	1,375,196
	
	1,308,663

	

	
	
	3,328,213
	
	3,285,430

	
	
	
	
	
	

	TOTAL ASSETS
	
	
	8,240,990
	
	8,232,218

	
	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	
	

	
Share Capital
	
	
	1,007,607
	
	1,007,607

	
Reserves
	
	
	1,632,467
	
	1,593,789

	Equity attributable to equity holders of the Company
	
	
	2,640,074
	
	2,601,396

	Minority interests
	
	
	752,188
	
	737,678

	TOTAL EQUITY
	
	
	3,392,262
	
	3,339,074

	
	
	
	
	
	

	NON CURRENT LIABILITIES
	
	
	
	
	

	Life assurance fund
	
	
	1,172,245
	
	1,087,947

	Deferred income
	
	
	69,700
	
	69,478

	Long term and deferred liabilities
	
	
	
	
	

	-  Borrowings
	18(c)
	
	1,439,702
	
	1,595,962

	-  Sinking fund
	
	
	1,134
	
	947

	-  Deferred tax liabilities
	
	
	62,282
	
	69,032

	
	
	
	1,503,118
	
	1,665,941

	
	
	
	2,745,063
	
	2,823,366

	
	
	
	
	
	


CONDENSED CONSOLIDATED BALANCE SHEETS (Continued)

	
	Note
	
	Unaudited

As at

30.06.2007

RM’000


	
	Audited

As at

31.03.2007

RM’000

(Restated)

	
	
	
	
	
	

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance funds
	
	
	321,458
	
	330,938

	
Trade and other payables
	
	
	977,239
	
	1,021,244

	
Provision for liabilities and charges
	
	
	23,247
	
	24,625

	
Bank borrowings
	
	
	
	
	

	
- Bank overdrafts
	18(a)
	
	22,582
	
	27,079

	
- Others
	18(b)
	
	759,139
	
	658,536

	              Dividend payable
	
	
	-
	
	7,356

	
	
	
	2,103,665
	
	2,069,778

	
	
	
	
	
	

	TOTAL LIABILITIES
	
	
	4,848,728
	
	4,893,144

	
	
	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	
	8,240,990
	
	8,232,218

	
	
	
	
	
	

	NET ASSETS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE COMPANY (RM)
	
	
	2.62
	
	2.58


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2007 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
	Equity attributable to equity holders of the Company
RM’000
	Minority Interests

RM’000
	Total RM’000

	
	
	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
	
	
	

	Balance at beginning of the financial year 1.04.2007
	
	1,007,607
	20,701
	911,016
	4,516
	119,936
	537,620
	2,601,396
	737,678
	3,339,074

	
	
	
	
	
	
	
	
	
	
	

	Currency translation differences of subsidiary companies
	
	-
	-
	-
	(1,230)
	-
	-
	(1,230)
	(747)
	(1,977)

	Share of subsidiary companies’ reserves
	
	-
	-
	-
	-
	-
	-
	-
	(86)
	(86)

	Dividend paid to minority interests
	
	-
	-
	-
	-
	-
	-
	-
	(540)
	(540)

	
	
	
	
	
	
	
	
	
	
	

	Net losses not recognised in the income statement
	
	-
	-
	-
	(1,230)
	-
	-
	(1,230)
	(1,373)
	(2,603)

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	39,908
	39,908
	15,883
	55,791

	Balance as at 30.06.2007
	
	1,007,607
	20,701
	911,016
	3,286
	119,936
	577,528
	2,640,074
	752,188
	3,392,262


CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

	
	
	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
	Equity attributable to equity holders of the Company
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 
	
	-
	-
	-
	-
	(282)
	46,768
	46,486
	2,439
	48,925

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

	Currency translation differences of subsidiary companies
	
	-
	-
	-
	2,581
	-
	-
	2,581
	(2,570)
	11

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

	Dividend paid to minority interests
	
	-
	-
	-
	-
	               -
	-
	                -
	    (2,844)
	    (2,844)

	
	
	
	
	
	
	
	
	
	
	

	Net gain/(losses) not recognised in the income statement
	
	-
	-
	-
	2,581
	-
	-
	2,581
	(14,744)
	(12,163)

	Transfer of other reserves
	
	-
	-
	-
	(4,626)
	-
	4,616
	(10)
	10
	-

	Net profit for the financial period
	
	-
	-
	-
	-
	-
	9,317
	9,317
	8,542
	17,859

	Issue of ordinary shares pursuant to ESOS 
	
	3,328
	216
	-
	-
	-
	-
	3,544
	-
	3,544

	Balance as at 30.06.2006
	
	1,003,100
	16,915
	911,016
	884
	103,359
	470,327
	2,505,601
	661,027
	3,166,628


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 2007 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	 
	3 months ended 

30.06.2007

RM’000
	3 months ended 

30.06.2006

RM’000

	Net profit for the financial period
	55,791
	17,859

	Adjustments:
	
	

	-   Depreciation and amortisation of property, plant and equipment / biological assets
	30,104
	38,698

	-   Finance cost
	32,338
	33,715

	-   Taxation
	8,081
	11,597

	-   Share of results of jointly controlled entities (net of tax)
	(6,578)
	(5,713)

	-   Share of results of associated companies (net of tax)
	(24,067)
	(30,045)

	-  Others
	(29,309)
	(7,158)

	Operating profit before working capital changes
	66,360
	58,953

	Changes in working capital:
	
	

	Net decrease/(increase) in current assets
	66,845
	         (111,033)

	Net increase in current liabilities
	77,326
	22,180

	Net cash generated from / (used in) operations
	210,531
	(29,900)

	Interest received
	9,047
	8,438

	Dividends received from associated companies
	16,353
	37,386

	Dividends received from investments
	449
	595

	Tax refund / (paid), net 
	11,491
	(1,776)

	Finance cost paid
	(16,718)
	(17,599)

	Net cash inflow/(outflow) from operating activities
	231,153
	(2,856)

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Proceeds from disposal of property, plant and equipment
	501
	2,354

	Proceeds from disposal / maturity of investments
	140,729
	68,544

	Proceeds from disposal of an associated company
	14,000
	-

	Purchase of property, plant and equipment
	(32,728)
	(23,411)

	Acquisitions of investments / land held for property development
	(214,434)
	(185,377)

	Capital redemption of an associated company
	-
	3,000

	Net cash outflow from investing activities
	(91,932)
	(134,890)

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from issuance of ordinary shares
	-
	3,544

	Proceeds from bank borrowings
	300,263
	320,132

	Repayment of bank borrowings/hire purchase and finance lease
	(360,398)
	(336,201)

	Fixed deposits held as security and maintained as sinking fund
	(736)
	10,230

	Dividend paid to shareholders
	(7,356)
	-

	Dividend paid to minority interests
	(540)
	(2,844)

	Net cash outflow from financing activities
	(68,767)
	(5,139)


CONDENSED CONSOLIDATED CASH FLOW STATEMENT (Continued)

	
	3 months ended 

30.06.2007

RM’000
	3 months ended 

30.06.2006

RM’000

	
	
	

	NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS
	70,454
	(142,885)

	
	
	

	Effects of foreign currency translation
	(160)
	(1,114)

	
	
	

	CASH AND CASH EQUIVALENTS AS AT BEGINNING OF THE FINANCIAL YEAR
	1,162,222
	1,050,154

	CASH AND CASH EQUIVALENTS AS AT END OF THE FINANCIAL PERIOD
	1,232,516
	906,155

	
	
	

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

	
	
	

	Bank balances and cash deposits

	1,375,196
	1,020,007

	Bank overdrafts
	(22,582)
	(65,895)

	
	1,352,614
	954,112

	Less: Fixed deposits held as security/sinking fund
	(120,098)
	(47,957)

	
	1,232,516
	906,155

	
	
	


The Condensed Consolidated Cashflow Statement should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2007 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 2007.  

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 2007 as well as the adoption of the following revised Financial Reporting Standards (“FRSs”) issued by the MASB that are effective and applicable to the Group in the current financial year beginning 1 April 2007.

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of the revised FRSs did not result in substantial changes to the Group’s accounting policies other than the effect of the FRS 117 described below:

FRS 117: Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold properties that meets the criteria as an operating lease. Prior to 1 April 2007, leasehold properties that were classified as property, plant and equipment were stated at cost less accumulated depreciation and impairment losses.

Upon the adoption of the revised FRS 117 from 1 April 2007, the unamortised amounts of leasehold properties are retained as the carrying amounts of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold properties as prepaid lease properties has been accounted for retrospectively and the comparative amounts as at 31 March 2007 have been restated as follows:

	
	As previously stated

RM’000
	Effect on adoption of

FRS 117

RM’000
	As restated

RM’000

	Balance sheet

As at 31 March 2007
	
	
	

	
	
	
	

	Property, plant and equipment
	1,777,170
	(61,143)
	1,716,027

	Prepaid lease properties
	-
	61,143
	61,143

	
	
	
	


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 2007.

5.
ITEMS OF UNUSUAL NATURE, SIZE OR INCIDENCE

There were no items of an 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
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 June 2007.

8.
DIVIDENDS PAID
An interim dividend of 1.0 sen gross per share, less taxation of 27% amounting to RM7,355,531 for the financial year ended 31 March 2007, was paid on 13 April 2007.

9.

SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 30 June 2007 is as follows:

	
	Automotive
	Property &

Construction
	Services *
	Investment 

Holding
	Group

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

	Revenue
	
	
	
	
	

	Total revenue
	449,592
	73,731
	325,244
	4,350
	852,917

	Inter-segment revenue
	(36,616)
	(14,504)
	(5,413)
	(4,350)
	(60,883)

	External revenue
	412,976
	59,227
	319,831
	-
	792,034

	
	
	
	
	
	


9.

SEGMENTAL INFORMATION (Continued)

	
	Automotive
	Property &

Construction
	Services *
	Investment 

Holding
	Group

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

	Results
	
	
	
	
	

	Segment profit
	3,584
	9,190
	21,678
	29,286
	63,738

	Unallocated expenses
	
	
	
	
	(7,913)

	Interest income
	
	
	
	
	9,740

	Finance cost
	
	
	
	
	(32,338)

	
	
	
	
	
	

	Share of results of

 jointly controlled entities (net of tax)
	2,099
	4,479
	-
	-
	6,578

	Share of results of        

  associated companies (net of tax)
	15,444
	(107)
	8,730
	-
	24,067

	Profit before taxation 
	
	
	
	
	63,872

	Taxation
	
	
	
	
	(8,081)

	Net profit for the     financial period
	
	
	
	
	55,791

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Equity holders of the Company
	
	
	
	
	39,908

	Minority Interest
	
	
	
	
	15,883

	
	
	
	
	
	

	* 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

Save as disclosed in Note 17, 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 11 April 2007, Comtrac Businessworld Sdn. Bhd. (In members voluntary winding up), effectively a 35% indirect dormant jointly controlled entity of DRB-HICOM Berhad was placed under voluntary winding-up.

(b) On 19 April 2007, Comtrac-Concrete Constructions Sdn. Bhd. (In members voluntary winding up), effectively a 34.30% indirect dormant jointly controlled entity of DRB-HICOM Berhad was placed under voluntary winding-up.

(c) On 26 June 2007, DRB-HICOM Berhad completed the disposal of its entire 20% equity stake in Gerbang Perdana Sdn. Bhd. (“GPSB”) to Merong Mahawangsa Sdn. Bhd. for a total cash consideration of RM14 million. As a result, GPSB ceased to be 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

	
	
	
	30.06.2007
	30.06.2006

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	
	
	10,215
	10,505

	Deferred taxation
	
	
	(2,134)
	1,092

	Total
	
	
	8,081
	11,597



The Group’s effective tax rate for the financial period ended 30 June 2007 is lower than the statutory tax rate mainly due to certain income which is capital in nature and therefore not subject to tax.

15.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Save as disclosed in Note 12 (c), there were no sale of unquoted investments or properties during the financial period ended 30 June 2007.

16.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES
The following particulars on quoted securities do not include transactions in 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 30.06.2007

RM’000

	
	
	
	

	(i)
	Purchases 
	
	-

	
	
	
	

	(ii)
	Disposals
	
	

	
	- sales proceeds
	
	6,453

	
	- profit on disposal
	
	5,722

	
	
	
	


(b) Investments in quoted securities other than investments in subsidiaries and associated companies as at 30 June 2007 are as follows:

	
	In Malaysia

RM’000
	Outside  

Malaysia 

RM’000

	
	
	

	At cost
	2,255
	38,781

	At carrying value
	1,957
	38,781

	At market value
	3,168
	54,866

	
	
	


17.
STATUS OF CORPORATE PROPOSALS 

(a)
The proposed disposal of 20% equity stake in Gerbang Perdana Sdn. Bhd. as mentioned in the previous Quarterly Report was completed on 26 June 2007 (refer item 12(c)).

(b)
On 8 June 2007, HICOM Indungan Sdn. Bhd., effectively a wholly-owned subsidiary of the Company entered into a Sale and Purchase Agreement with EON Properties Sdn. Bhd., a wholly-owned subsidiary of Edaran Otomobil Nasional Berhad to acquire approximately 26.03 acres of the freehold land held under title No. HS(D) 224504, Lot No. PT470, Bandar Glenmarie, District of Petaling, Selangor for a total cash consideration of RM67 million. The proposed acquisition is subject to approval from the relevant authorities.

17.
STATUS OF CORPORATE PROPOSALS (Continued)

(c)
On 19 June 2007, the Company and its effective 100% owned subsidiary, HICOM Holdings Berhad, entered into a Joint Venture Agreement (“JVA”) with Isuzu Motors Limited, Japan (“Isuzu”) in respect of the parties’ equity participation in Malaysian Truck & Bus Sdn. Bhd. (“MTB”) and to regulate their relationship in the conduct and affairs of MTB.  Currently, the Group and Isuzu hold 80% and 20% equity interest in MTB respectively. Upon restructuring of the equity holding, MTB’s name will be changed to Isuzu HICOM Malaysia Sdn. Bhd. and the Group and Isuzu will hold a 49% and 51% equity interest in MTB respectively. As a result, MTB will become an associated company of the Group. The proposed JVA, including the disposal of a 31% equity stake by the Group, is subject to approval from the relevant authorities.

(d)
As announced to Bursa Malaysia on 13 July 2007 by the Company, the Board of Directors of the Company has received an offer on the same date from Motivasi Asia Sdn. Bhd. (“Motivasi Asia”) to sell its entire shareholding in Rangkai Positif Sdn. Bhd. (“Rangkai Positif”) to the Company for RM720 million to be satisfied by the issuance of new ordinary shares of RM1.00 each in the Company to be issued based on the indicative issue price of RM1.91 per new ordinary share, subject to the terms and conditions of the Offer. The indicative issue price is based on the five day weighted average as at 12 July 2007 of RM1.91 per new ordinary share.

The principal activity of Rangkai Positif is to provide operation and maintenance services to the Tanjung Bin Power Plant (“Plant”) located in the state of Johor based on a concession period of 25 years from 28 September 2006. The Plant comprises three coal-fired generating units with a total capacity of 2,100 megawatts and sells electricity to Tenaga Nasional Berhad.

The Board of Directors has recommended that the Company accepts the Offer subject to the following:

· Advice by the relevant advisers of the Company that the Offer will be deemed in the best interest of the Company; and

· The purchase consideration of RM720 million will be deemed fair and appropriate based on the appraisal by an independent valuer to be appointed by the Company.

Upon satisfaction of the above conditions, the Company will enter into a definitive Share Sale Agreement with Motivasi Asia, which shall be subject to the approvals of the relevant authorities and shareholders of the Company. On 13 August 2007, Motivasi Asia agreed to provide an extension period of forty-five (45) days to 26 September 2007 for the Company to accept the offer.

17.
STATUS OF CORPORATE PROPOSALS (Continued)

(e)
On 19 July 2007, HICOM Holdings Berhad entered into a Share Purchase Agreement (“SPA”) with Mofaz Aerospace Holdings Sdn. Bhd. (“Mofaz”) to acquire Mofaz’s entire 40% equity interest in KL Airport Services Sdn. Bhd. (“KLAS”) for a total cash consideration of RM26 million. The proposed acquisition was completed on 28 August 2007 and as a result, KLAS became a wholly-owned subsidiary company of the Group.

(f)
On 28 August 2007, the Company entered into a Joint Venture and Shareholders Agreement (“JVSA”) with General Motors Asia Pacific Holding Co. LLC (“GMAP”), a wholly-owned subsidiary of General Motors Corporation (“GMC”), to establish a “NEWCO” to market, distribute and manufacture GMC’s and its affiliates’ automobiles, parts and accessories in Malaysia as well as to export to other countries. Upon completion of the JVSA, “NEWCO”’s name shall be known as HICOM-Chevrolet Sdn. Bhd. (“HICOM-Chevrolet”). The Company and GMAP shall hold a 49% and 51% equity interest in HICOM-Chevrolet respectively. The proposed JVSA is subject to approvals from the relevant authorities.
18.
BORROWINGS AND DEFERRED LIABILITIES

Total Group borrowings are as follows:

	
	
	As at 

30.06.2007

	
	
	RM’000

	
	
	

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	10,265

	
	- Unsecured
	12,317

	
	Total
	22,582

	
	
	

	(b)
	Others
	

	
	Secured
	

	
	Bankers acceptances
	32,588

	
	Revolving credit
	3,000

	
	Hire purchase and finance lease liabilities payable within 

  12 months
	7,316

	
	Long term loans – portion repayable within 12 months
	159,138

	
	Long term loans under Islamic financing – portion repayable within 

  12 months
	3,610

	
	Sub-total
	205,652

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	183,855

	
	Revolving credit
	210,109

	
	Short term loans
	5,623

	
	Long term loans - portion repayable within 12 months
	1,908

	
	Loan Stocks 2002/2008 – portion repayable within 12 months
	151,992

	
	Sub total
	553,487

	
	
	

	
	Total
	759,139

	
	
	


18.
BORROWINGS AND DEFERRED LIABILITIES (Continued)

	
	
	As at 

30.06.2007

	
	
	RM’000

	
	
	

	(c)
	Long Term Borrowings
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	21,314

	
	- portion repayable within 12 months
	(7,316)

	
	
	13,998

	
	
	

	
	Long term loans
	620,067

	
	- portion repayable within 12 months
	(159,138)

	
	
	460,929

	
	
	

	
	Long term loan under Islamic financing
	859,136

	
	- portion repayable within 12 months
	(3,610)

	
	
	855,526

	
	
	

	
	Unsecured
	

	
	Long term loans
	84,472

	
	- portion repayable within 12 months
	(1,908)

	
	
	82,564

	
	
	

	(c)
	Long Term Borrowings
	

	
	
	

	
	Loan Stocks 2002/2008
	151,992

	
	- portion repayable within 12 months
	(151,992)

	
	
	-

	
	
	

	
	Deferred liability
	26,685

	
	
	

	
	Total
	1,439,702

	
	
	

	
	Grand Total
	2,221,423


	   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

	
	

	30.06.2007
	RM21.13 million (Japanese Yen 746.5 million)

	
	RM210.73 million (SGD 93.5 million)

	
	RM8.46 million (Thai Baht 77.6 million)


19.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS 


Foreign Currency Contracts

As at 23 August 2007, the Group had 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
	1,120,078
	32,235
	26/8/2007 - 15/11/2007

	Thai Baht
	1,552
	181
	30/10/2007 - 14/11/2007


20.
MATERIAL LITIGATION
Save as disclosed below, there are no material litigation pending as at the date of this report.

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 (KLRCA) 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  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. Solicitors for KLAS filed the defence and counterclaim on 9 March 2007, whereby KLAS counterclaimed the sum of RM15,628,147.07 for fees paid to MAACS or alternatively general damages to be assessed and RM843,500.00 as liquidated ascertained damages. The solicitors representing KLAS are of the opinion that KLAS has reasonably good prospects in striking out the claim. In the meantime, the parties are also exploring the possibility for an amicable settlement of the matter.

* The above claim has not been included in the financial statements.

21.
REVIEW OF PERFORMANCE 

The Group’s revenue for the first quarter ended 30 June 2007 of RM792.03 million was slightly higher compared to the previous corresponding quarter of RM777.27 million.


For the first quarter ended 30 June 2007, the Group registered a profit before taxation of RM63.87 million against RM29.46 million recorded for the previous corresponding quarter, an improvement of RM34.41 million. The improvement was attributed to the better performance of the operating companies of the Group and also the gain realised on disposal of an associated company.

22.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group recorded a marginal increase of 4.5% in profit before taxation of RM63.87 million in the current quarter as compared to RM61.09 million in the preceding quarter ended 31 March 2007.
23.
PROSPECTS FOR THE FINANCIAL YEAR ENDING 31 MARCH 2008 


The Group’s automotive sector is expected to improve during the financial year with the introduction of new models within the Group.


In addition, the property and services sectors (including concession and financial services) will continue to benefit from the improving economy and market conditions.


Taking into account of the above factors and the on-going cost management initiatives embarked by the Group, the financial performance of the Group for the financial year ending 31 March 2008 will be satisfactory.

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 June 2007.

26.
EARNINGS PER SHARE

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

	
	3 months ended

	
	30.06.2007
	30.06.2006

	
	
	

	Net profit attributable to equity holders (RM’000)
	39,908
	9,317

	
	
	

	Weighted average number of shares in issue (‘000)
	1,007,607
	1,000,881

	
	
	

	Basic earnings per share (sen)
	3.96
	0.93

	
	
	


(b) Fully diluted 
The fully diluted earnings per share is calculated by dividing the net profit attributable to equity holders of the Company by the weighted average number of ordinary shares in issue during the financial period.

	
	3 months ended

	
	30.06.2007
	30.06.2006

	
	
	

	Net profit attributable to equity holders (RM’000)
	39,908
	9,317

	
	
	

	Weighted average number of shares in issue (‘000)
	1,007,607
	1,000,881

	
	
	

	Diluted earnings per share (sen)
	3.96
	0.93

	
	
	


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

BY ORDER OF THE BOARD

CHAN CHOY LIN, CAROL

Secretary

Shah Alam

30 August 2007  
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