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Interim Financial Report for the Financial Period
Ended 30 June 2010
INTERIM FINANCIAL REPORT ON UNAUDITED CONSOLIDATED RESULTS FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2010
The Board of Directors is pleased to announce the unaudited financial results of the Group for the financial period ended 30 June 2010.

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	
	Note
	Current quarter

3 Months Ended
	Year to date

3 Months Ended

	
	
	
	30.06.2010

RM’000
	30.06.2009

RM’000
	
	30.06.2010

RM’000
	30.06.2009

RM’000

	
	
	
	
	
	
	
	

	Revenue
	
	
	1,553,583
	
	1,619,249
	
	1,553,583
	
	1,619,249

	Cost of sales and operating expenses
	
	
	(1,481,269)
	
	(1,568,590)
	
	(1,481,269)
	
	(1,568,590)

	Other income
	
	
	112,215
	
	38,446
	
	112,215
	
	38,446

	Other expenses 
	
	
	(9,975)
	
	(11,822)
	
	(9,975)
	
	(11,822)

	
	
	
	
	
	
	
	
	
	

	Profit from operations
	
	
	174,554
	
	77,283
	
	174,554
	
	77,283

	Finance cost
	
	
	(18,915)
	
	(19,060)
	
	(18,915)
	
	(19,060)

	Share of results of jointly controlled entities (net of tax)
	
	
	23,512
	
	11,885
	
	23,512
	
	11,885

	Share of results of associated companies (net of tax)
	
	
	44,324
	
	16,880
	
	44,324
	
	16,880

	
	
	
	
	
	
	
	
	
	

	PROFIT BEFORE TAXATION
	
	
	223,475
	
	86,988
	
	223,475
	
	86,988

	Taxation
	18
	
	(23,252)
	
	(26,487)
	
	(23,252)
	
	(26,487)

	  NET PROFIT FOR THE FINANCIAL PERIOD
	
	
	200,223
	
	60,501
	
	200,223
	
	60,501

	
	
	
	
	
	
	
	
	
	

	OTHER COMPREHENSIVE INCOME
	
	
	
	
	
	
	
	
	

	Loss on fair value changes of securities: available-for-sale 
	
	
	(14,345)
	
	-
	
	(14,345)
	
	-

	Currency translation differences of foreign subsidiaries
	
	
	(2,462)
	
	916
	
	(2,462)
	
	916

	Share of other comprehensive income of an associated company
	
	
	484
	
	220
	
	484
	
	220

	OTHER COMPREHENSIVE (EXPENSES)/ INCOME FOR THE FINANCIAL PERIOD
	
	
	(16,323)
	
	1,136
	
	(16,323)
	
	1,136

	
	
	
	
	
	
	
	
	
	

	TOTAL COMPREHENSIVE INCOME FOR THE FINANCIAL PERIOD
	
	
	183,900
	
	61,637
	
	183,900
	
	61,637

	
	
	
	
	
	
	
	
	
	

	Net profit for the financial period attributable to:
	
	
	
	
	
	
	
	
	

	Owners of the Company
	
	
	157,783
	
	47,673
	
	157,783
	
	47,673

	Non-controlling interest
	
	
	42,440
	
	12,828
	
	42,440
	
	12,828

	
	
	
	200,223
	
	60,501
	
	200,223
	
	60,501

	
	
	
	
	
	
	
	
	
	

	Total comprehensive income for the financial period attributable to:
	
	
	
	
	
	
	
	
	

	Owners of the Company
	
	
	146,165
	
	48,654
	
	146,165
	
	48,654

	Non-controlling interest
	
	
	37,735
	
	12,983
	
	37,735
	
	12,983

	
	
	
	183,900
	
	61,637
	
	183,900
	
	61,637

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Basic earnings per share (sen):
	26
	
	8.16
	
	2.47
	
	8.16
	
	2.47

	
	
	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Comprehensive Income should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2010 and the explanatory notes attached to the interim financial report.
CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

	
	
	
	Unaudited

As at

30.06.2010
RM’000


	
	Audited

As at

31.03.2010
RM’000

(Restated)

	
	
	
	
	
	

	ASSETS
	
	
	
	
	

	NON-CURRENT ASSETS
	
	
	
	
	

	Property, plant and equipment 
	
	
	1,812,198
	
	1,840,032

	Prepaid lease properties
	
	
	8,987
	
	9,065

	Investment properties
	
	
	551,189
	
	542,571

	Land held for property development
	
	
	992,711
	
	931,200

	Jointly controlled entities
	
	
	354,855
	
	331,925

	Associated companies
	
	
	413,831
	
	409,691

	Intangible assets
	
	
	228,725
	
	233,750

	Deferred tax assets
	
	
	174,318
	
	130,635

	Securities: Available-for-sale 
	
	
	
	
	

	-  Banking
	
	
	2,793,386
	
	3,292,058

	-  Non-banking
	
	
	831,141
	
	-

	Securities: Held-to-maturity 
	
	
	
	
	

	-  Banking
	
	
	28,224
	
	28,224

	-  Non-banking
	
	
	418,687
	
	-

	Other investments
	
	
	-
	
	1,191,961

	Other assets
	
	
	320
	
	-

	Banking related assets
	
	
	
	
	

	-  Financing of customers
	
	
	5,450,958
	
	5,166,102

	-  Statutory deposits with Bank Negara Malaysia
	
	
	88,621
	
	87,821

	
	
	
	14,148,151
	
	14,195,035

	CURRENT ASSETS
	
	
	
	
	

	
Non-current assets held for sale
	
	
	130
	
	-

	
Inventories
	
	
	803,658
	
	657,065

	
Property development costs
	
	
	198,683
	
	260,624

	
Trade and other receivables
	
	
	1,320,094
	
	1,292,726

	
Marketable securities
	
	
	-
	
	387,168

	
Bank balances and cash deposits
	
	
	1,229,587
	
	1,386,735

	Securities: Financial assets at fair value through profit or loss              
	
	
	
	
	

	-  Non-banking 
	
	
	397,813
	
	-

	Securities: Available-for-sale 
	
	
	
	
	

	-  Banking
	
	
	1,002,654
	
	720,747

	-  Non-banking 
	
	
	15,182
	
	-

	Banking related assets
	
	
	
	
	

	-  Cash and short-term funds
	
	
	4,754,687
	
	5,775,383

	-  Financing of customers
	
	
	1,125,961
	
	1,319,096

	Derivative assets
	
	
	1,954
	
	-

	
	
	
	10,850,403
	
	11,799,544

	
	
	
	
	
	

	TOTAL ASSETS
	
	
	24,998,554
	
	25,994,579

	
	
	
	
	
	


CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

	
	Note
	
	Unaudited

As at

30.06.2010
RM’000


	
	Audited

As at

31.03.2010
RM’000

(Restated)

	
	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	
	

	
Share Capital
	
	
	1,719,601
	
	1,719,601

	
Reserves
	
	
	2,989,391
	
	2,860,135

	Equity attributable to owners of the Company
	
	
	4,708,992
	
	4,579,736

	Non-controlling interest
	
	
	1,117,195
	
	1,242,774

	TOTAL EQUITY
	
	
	5,826,187
	
	5,822,510

	
	
	
	
	
	

	NON-CURRENT LIABILITIES
	
	
	
	
	

	Life assurance fund
	
	
	1,521,763
	
	1,528,124

	Deferred income
	
	
	78,046
	
	78,177

	Banking related liabilities
	
	
	
	
	

	-  Deposits from customers
	
	
	3,039,691
	
	2,398,293

	Long term and deferred liabilities
	
	
	
	
	

	-  Borrowings
	22(c)
	
	883,209
	
	902,153

	-  Provision for liabilities and charges
	
	
	657
	
	690

	Deferred tax liabilities
	
	
	64,508
	
	46,357

	
	
	
	948,374
	
	949,200

	
	
	
	
	
	

	
	
	
	5,587,874
	
	4,953,794

	
	
	
	
	
	

	CURRENT LIABILITIES
	
	
	
	
	

	
General and life insurance funds
	
	
	436,158
	
	519,838

	
Trade and other payables
	
	
	2,055,361
	
	1,909,749

	
Provision for liabilities and charges
	
	
	3,962
	
	4,536

	
Bank borrowings
	
	
	
	
	

	-  Bank overdrafts
	22(a)
	
	27,180
	
	29,546

	-  Others
	22(b)
	
	662,031
	
	596,080

	Banking related liabilities
	
	
	
	
	

	-  Deposits from customers
	
	
	9,968,720
	
	12,049,941

	
-  Deposits and placements of banks and other financial institutions
	
	
	16,361
	
	16,361

	
-  Bills and acceptances payable
	
	
	407,227
	
	92,224

	Derivative liabilities
	
	
	7,493
	
	-

	
	
	
	13,584,493
	
	15,218,275

	
	
	
	
	
	

	TOTAL LIABILITIES
	
	
	19,172,367
	
	20,172,069

	
	
	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	
	24,998,554
	
	25,994,579

	
	
	
	
	
	

	NET ASSETS PER SHARE ATTRIBUTABLE TO OWNERS OF THE COMPANY (RM)
	
	
	*  2.44
	
	*  2.37


*
Based on 1,933,237,051 ordinary shares in issue.
The Condensed Consolidated Statement of Financial Position should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2010 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 

	
	Issued and fully paid ordinary shares
	Non-distributable
	Retained

Earnings

RM’000
	Equity attributable to owners of the Company
RM’000
	Non-controlling  Interest

RM’000
	Total RM’000

	
	Number of 

shares
’000
	Nominal value
RM’000
	Share

Premium

RM’000
	Merger

Reserve

RM’000
	Currency Translation Differences RM’000
	Available-for-sale
Reserve

RM’000
	Other

Reserves

RM’000
	
	
	
	

	Balance at beginning of the financial year 1.4.2010
	1,933,237
	1,719,601
	20,701
	911,016
	6,550
	-
	65,996
	1,855,872
	4,579,736
	1,242,774
	5,822,510

	Effect of adopting FRS 139 (Note 2 (iv))
	-
	-
	-
	-
	-
	7,070
	-
	(27,783)
	(20,713)
	(7,805)
	(28,518)

	
	
	
	
	
	
	
	
	
	
	
	

	As restated
	1,933,237
	1,719,601
	20,701
	911,016
	6,550
	7,070
	65,996
	1,828,089
	4,559,023
	1,234,969
	5,793,992

	Acquisitions of additional interests in subsidiary companies
	-
	-
	-
	-
	-
	-
	-
	-
	-
	(156,587)
	(156,587)

	Dividend paid to non-controlling interest
	-
	-
	-
	-
	-
	-
	-
	-
	-
	(548)
	(548)

	Total comprehensive income for the financial period
	-
	-
	-
	-
	(646)
	(11,456)
	484
	157,783
	146,165
	37,735
	183,900

	Transfer of a subsidiary company’s other reserves
	-
	-
	-
	-
	(371)
	(37,081)
	52,960
	(11,704)
	3,804
	1,626
	5,430

	Balance as at 30.06.2010
	1,933,237
	1,719,601
	20,701
	911,016
	5,533
	(41,467)
	119,440
	1,974,168
	4,708,992
	1,117,195
	5,826,187


CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

	
	Issued and fully paid ordinary shares
	Non-distributable
	Retained

Earnings

RM’000
	Equity attributable to owners of the Company
RM’000
	Non-controlling  Interest

RM’000
	Total 
RM’000

	
	Number of 

shares
’000
	Nominal value
RM’000
	Share

Premium

RM’000
	Merger

Reserve

RM’000
	Currency

Translation

Differences

RM’000
	Other

Reserves

RM’000
	
	
	
	

	Balance at beginning of the financial year 1.4.2009
	1,933,237
	1,719,601
	20,701
	911,016
	6,305
	29,210
	1,473,911
	4,160,744
	1,192,016
	5,352,760

	Acquisition of additional interests in a subsidiary company
	-
	-
	-
	-
	-
	-
	-
	-
	(137)
	(137)

	Total comprehensive income for the financial period
	-
	-
	-
	-
	761
	220
	47,673
	48,654
	12,983
	61,637

	Transfer of a subsidiary company’s other reserves
	-
	-
	-
	-
	-
	(6,181)
	(5,665)
	(11,846)
	(5,078)
	(16,924)

	Dividends paid to non-controlling interest
	-
	-
	-
	-
	-
	-
	-
	-
	(1,622)
	(1,622)

	Balance as at 30.06.2009
	1,933,237
	1,719,601
	20,701
	911,016
	7,066
	23,249
	1,515,919
	4,197,552
	1,198,162
	5,395,714


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 2010 and the explanatory notes attached to the interim financial report.

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
	 
	3 Months Ended 

30.06.2010

RM’000
	3 Months Ended 

30.06.2009

RM’000

	Net profit for the financial period
	200,223
	60,501

	Adjustments:
	
	

	-
Depreciation and amortisation of property, plant and equipment / prepaid lease properties 
	35,912
	34,395

	-
Finance cost
	18,915
	19,060

	-
Taxation
	23,252
	26,487

	-
Share of results of jointly controlled entities (net of tax)
	(23,512)
	(11,885)

	-
Share of results of associated companies (net of tax)
	(44,324)
	(16,880)

	-
Negative goodwill arising from accretion of interest in a subsidiary company
	(71,216)
	-

	-
Others
	62,771
	43,388

	Operating profit before working capital changes
	202,021
	155,066

	Changes in working capital:
	
	

	Net (increase) / decrease in banking related assets
	(103,621)
	68,038

	Net decrease in banking related liabilities
	(1,124,820)
	(350,724)

	Net increase in current assets
	(174,580)
	(56,985)

	Net (decrease) / increase in current liabilities
	(36,401)
	167,482

	Net cash used in operations
	(1,237,401)
	(17,123)

	Interest received
	9,384
	7,835

	Dividends received from jointly controlled entities
	1,470
	-

	Dividends received from associated companies
	39,100
	66,913

	Dividends received from investments
	97
	296

	Tax paid, net of refund 
	(4,279)
	(5,138)

	Finance cost paid
	(16,084)
	(13,666)

	Net cash (outflow) / inflow from operating activities
	(1,207,713)
	39,117

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Proceeds from disposal of property, plant and equipment / investment properties
	1,003
	475

	Proceeds from disposal / maturity of investments
	206,343
	276,317

	Purchase of property, plant and equipment / prepaid lease properties / investment properties 
	(34,521)
	(39,305)

	Acquisition of investments / land held for property development 
	(287,245)
	(161,005)

	Proceeds from disposal by a banking subsidiary company, net of acquisition of investments
	173,662
	(544,867)

	Acquisition of additional shares in a subsidiary company
	(12)
	-

	Capital reduction and repayment in a subsidiary company
	(80,829)
	-

	Proceeds from disposal of an associated company
	-
	10,290

	Net cash outflow from investing activities
	(21,599)
	(458,095)


CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

	
	3 Months Ended 

30.06.2010

RM’000
	3 Months Ended 

30.06.2009

RM’000

	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	

	Proceeds from bank borrowings
	331,737
	185,780

	Repayment of bank borrowings / hire purchase and finance leases
	(277,209)
	(248,885)

	Fixed deposits held as security 
	(64)
	(25,365)

	Dividend paid to non-controlling interest
	(548)
	(1,622)

	Net cash inflow / (outflow) from financing activities
	53,916
	(90,092)

	
	
	

	NET DECREASE IN CASH AND CASH EQUIVALENTS
	(1,175,396)
	(509,070)

	
	
	

	Effects of foreign currency translation
	(146)
	28

	
	
	

	CASH AND CASH EQUIVALENTS AS AT BEGINNING OF THE FINANCIAL YEAR
	7,095,926
	4,599,213

	CASH AND CASH EQUIVALENTS AS AT END OF THE FINANCIAL PERIOD
	5,920,384
	4,090,171

	
	
	

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

	
	
	

	Bank balances and cash deposits

	1,229,587
	1,256,325

	Banking related assets – cash and short-term funds
	4,754,687
	2,911,762

	Bank overdrafts
	(27,180)
	(42,473)

	
	5,957,094
	4,125,614

	Less: Fixed deposits held as security 
	(36,710)
	(35,443)

	
	5,920,384
	4,090,171

	
	
	


The Condensed Consolidated Statement of Cash Flows should be read in conjunction with the Annual Financial Report for the financial year ended 31 March 2010 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 2010 amended for the changes in accounting policies as indicated in Note 2 below.
2. CHANGES IN ACCOUNTING POLICIES
The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted for the annual audited financial statements for the financial year ended 31 March 2010 except for the adoption of new and revised FRSs, Issues Committee (“IC”) Interpretations and amendments to FRSs which are relevant to the Group’s operations with effect from 1 April 2010:

	Revised FRS 3
	Business Combinations 

	FRS 4
	Insurance Contracts

	FRS 7
	Financial Instruments: Disclosures

	FRS 8 
	Operating Segments

	Revised FRS 101
	Presentation of Financial Statements 

	Revised FRS 123
	Borrowing Costs

	Revised FRS 127
	Consolidated and Separate Financial Statements

	FRS 139
	Financial Instruments: Recognition and Measurement

	FRS 140
	Investment Property

	Amendment to FRS 5
	Non-current Assets Held for Sale and Discontinued 

 Operations

	Amendment to FRS 8
	Operating Segments

	Amendment to FRS 107
	Statement of Cash Flows

	Amendment to FRS 108
	Accounting Policies, Changes in Accounting Estimates and Errors

	Amendment to FRS 110
	Events after the Reporting Period

	Amendment to FRS 116
	Property, Plant and Equipment

	Amendment to FRS 117
	Leases

	Amendment to FRS 118
	Revenue

	Amendment to FRS 120
	Accounting for Government Grants and Disclosure of Government Assistance

	Amendment to FRS 123
	Borrowing Costs


2. CHANGES IN ACCOUNTING POLICIES (Continued)
	Amendment to FRS 127
	Consolidated and Separate Financial Statements

	Amendment to FRS 128
	Investments in Associates

	Amendment to FRS 131
	Interests in Joint Ventures

	Amendments to FRS 132
	Financial Instruments: Presentation

	Amendment to FRS 134
	Interim Financial Reporting

	Amendment to FRS 136
	Impairment of Assets

	Amendment to FRS 138
	Intangible Assets

	Amendments to FRS 139
	Financial Instruments: Recognition and Measurement

	IC Interpretation 9
	Reassessment of Embedded Derivatives

	IC Interpretation 10
	Interim Financial Reporting and Impairment

	IC Interpretation 12
	Service Concession Arrangements

	IC Interpretation 13
	Customer Loyalty Programmes


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

(i) FRS 8
Operating Segments
This standard requires a ‘management approach’, under which segment information is presented on a similar basis to that used for internal reporting purposes. As a result, the Group’s segment reporting will be based on the internal reporting to the “chief operating decision maker” who makes decisions on the allocation of resources and assesses the performance on the reportable segments.  There is no impact on the segmental information disclosed by the Group in Note 8 as the disclosures already reflect the requirement of this standard.
(ii) Revised FRS 101 Presentation of Financial Statements 

The revised standard prohibits the presentation of items of income and expenses (that is, ‘non-owner changes in equity’) in the statement of changes in equity. ‘Non-owner changes in equity’ are to be presented separately from owner changes in equity. All non-owner changes in equity will be required to be shown in a performance statement, but entities can choose whether to present one performance statement (the statement of comprehensive income) or two statements (the income statement and statement of comprehensive income).  The adoption of the revised FRS 101 has resulted in the Group presenting both the income statement and statement of comprehensive income as a single performance statement. Comparative information has been re-presented so that it is in conformity with the revised standards. This standard does not have any impact on the financial position or results of the Group.
2.
CHANGES IN ACCOUNTING POLICIES (Continued)
(iii) Amendment to FRS 117 Leases 

With the adoption of the above standard, the classification of a leasehold land as a finance lease or an operating lease is based on the extent to which risks and rewards incident to ownership lie. The Group has provisionally reassessed and determined that certain leasehold lands of the Group are in substance finance leases and has reclassified the leasehold lands from prepaid lease properties to property, plant and equipment.  The change in classification has no effect on the results of the Group.
The reclassification has been made retrospectively and the comparative figures have been restated as follows:
	
	As previously stated

RM’000
	Effect on adoption of

FRS 117
RM’000
	As restated 

RM’000

	Consolidated Statement of Financial Position
	
	 
	 

	As at 31 March 2010
	
	 
	 

	Property, plant and equipment
	1,776,114
	63,918
	1,840,032

	Prepaid lease properties
	72,983
	(63,918)
	9,065

	 
	
	 
	 


(iv) FRS 139 Financial Instruments: Recognition and Measurement 

This new standard establishes principles for recognising and measuring financial assets, financial liabilities and some contracts to buy and sell non-financial items.
The Group classifies its financial assets in the following categories: at fair value through profit or loss, loans and receivables, held-to-maturity and available-for-sale.  Financial liabilities are classified as fair value through profit or loss and other financial liabilities.  The classification depends on the nature of the asset / liabilities and the purpose for which the asset was acquired / liability was assumed.  The classification of financial assets and financial liabilities are determined at initial recognition.
Set out below are the major changes in classification of financial assets and financial liabilities of the Group:

2.
CHANGES IN ACCOUNTING POLICIES (Continued)
(iv) FRS 139 Financial Instruments: Recognition and Measurement (Continued)
(a)
Available-for-sale financial assets
Certain marketable securities and other investments, previously measured at cost and subject to impairment, are now classified as available-for-sale financial assets.  These are initially measured at fair value plus transaction costs and subsequently, at fair value.  They are included in non-current assets unless the investment is intended to be disposed within 12 months of the reporting date. Changes in fair values of available-for-sale equity securities are recognised in other comprehensive income, together with the related currency translation differences.  A significant or prolonged decline in the fair value of the security below its cost is considered as an indicator that the asset is impaired.  If any such evidence exists, the cumulative loss, measured as the difference between the acquisition cost and the current fair value is removed from equity and recognised in profit or loss.  Impairment losses recognised in profit or loss on equity instruments classified as available-for-sale are reversed through other comprehensive income and not through profit or loss. When securities classified as available-for-sale are sold, the accumulated fair value adjustments recognised in other comprehensive income are included in profit or loss.
(b) Loans and receivables
Loans and receivables, previously measured at cost less allowance for doubtful debts, are now measured at fair value plus transaction costs initially and subsequently, at amortised cost using the effective interest method.
When loans and receivables are impaired, the carrying amount of the asset is reduced and the amount of the loss is recognised in profit or loss.  Impairment loss is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the asset’s original effective interest rate.

(c) Held-to-maturity (HTM) investments
Prior to 1 April 2010, HTM investments which includes certain marketable securities and other investments, were accounted for at cost adjusted for the amortisation of premiums or the accretion of discounts calculated on a constant yield basis over the period from the date of purchase to maturity date except where there is an indication of impairment, the investment is written-down to its net realisable value. The amortisation of premiums and accretion of discounts are recognised in the income statement.
Under FRS 139, HTM investments are measured initially at fair value plus transaction costs and subsequently carried at amortised cost using the effective interest method, less impairment, if any.

2.
CHANGES IN ACCOUNTING POLICIES (Continued)

(iv)
FRS 139 Financial Instruments: Recognition and Measurement (Continued)
 (d)
Fair value through profit or loss

This category has two sub-categories: financial assets held for trading and those designated at fair value through profit or loss on initial recognition.  A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if so designated by the Group.  Under FRS 139, financial assets and liabilities at fair value through profit or loss are measured initially and subsequently at fair value.
Derivatives are also categorised as held for trading unless they are designated as hedges.  Assets in this category are classified as current assets if they are either held for trading or are expected to be realised within 12 months of the reporting date.  Derivative financial liabilities are also categorised as held for trading within fair value through profit or loss category.

Prior to 1 April 2010, derivative financial instruments were not recognised in the financial statements.  With the adoption of FRS 139, derivative financial instruments are initially recognised at fair value on the date the derivative contract is entered into and are subsequently remeasured at their fair value.  Derivative financial instruments are remeasured at each reporting date.  Resulting gains or losses arising from subsequent fair value remeasurements of derivative financial instruments are taken to the profit or loss.
(e)
Other financial liabilities
Other financial liabilities (including loans and borrowings), previously measured at cost, are now measured at fair value plus transaction costs initially and subsequently, at amortised cost using the effective interest method.
2.
CHANGES IN ACCOUNTING POLICIES (Continued)
(iv)
FRS 139 Financial Instruments: Recognition and Measurement (Continued)
(f)
Impairment of financings and advances in relation to a banking subsidiary company 
Impairment of financing and advances was previously computed in conformity with the BNM/GP3 Guidelines on Classification of Non-Performing financings and Provision for Standard, Bad and Doubtful Debts. 
Upon the adoption of FRS 139, the banking subsidiary company assesses at the end of each reporting period whether there is any objective evidence that a financing or group of financing is impaired. The financing or group of financings is deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the financing (an incurred ‘loss event’) and that the loss event has an impact on future estimated cash flows of the financing or group of financings that can be reliably estimated.


As allowed by the Amendment to FRS 139, in applying collective assessment of impairment of financing and advances, the banking subsidiary has used an alternative transitional arrangement which is prescribed in BNM’s Guidelines on Classification and Impairment Provisions for Loans/Financing issued on 8 January 2010, whereby banking institutions are required to maintain collective assessment impairment allowances of at least 1.5% of total outstanding loans/financings, net of individual impairment allowance.
(g) Financing income recognition of a banking subsidiary company
Financing income, previously recognised based on contractual interest rate, is now recognised using effective profit rates (“EPR”), which is the rate that exactly discounts estimated future cash receipts through the expected life of the financing or when appropriate, a shorter period to the net carrying amount of the financing.  In addition, previously, profit accrued and recognised as income prior to the date that a loan is classified as non-performing is reversed out of income and set-off against the profit receivable account in the statement of financial position. Thereafter, profit on the non-performing financing is recognised as income on a cash basis. Upon adoption of FRS 139, once a financing has been written down as a result of an impairment loss, profit income is thereafter recognised using the rate of profit used to discount the future cash flows for the purpose of measuring impairment loss.

2.
CHANGES IN ACCOUNTING POLICIES (Continued)
Impact on opening balances
In accordance with the transitional provisions for the first time adoption of FRS 139, the above changes are applied prospectively and the comparatives as at 31 March 2010 are not restated. Instead, the effects arising from the adoption of this standard has been accounted for by adjusting the opening balances as follows:

	
	Balance as at 1 April 2010 

before adopting 

FRS 139

RM’000
	Effect of adopting 
FRS 139
RM’000
	Balance as at 1 April 2010 

after 

adopting 

FRS 139

RM’000

	
	
	
	

	Non–current assets
Property, plant and equipment

Jointly controlled entities

Associated companies

Other investments

Securities: Available-for-sale

  - Banking

  - Non-banking

Securities: Held-to-maturity

  - Non-banking

Other assets

Deferred tax assets

Current assets

Trade and other receivables

Marketable securities

Securities: Available-for-sale

   - Non-banking

Securities: Financial assets at fair value through profit or loss

   - Non-banking

Non-current liabilities
Long term and deferred liabilities:
  - Borrowings

Current liabilities
Trade and other payables
Derivative liabilities

Equity

Available-for-sale reserve
Retained earnings

Non-controlling interest
	1,776,114

331,925

409,691

1,191,961

3,292,058

-

-

-

130,635

1,167,169

387,168

-

-

902,153

1,880,961

-

-

1,855,872

1,242,774
	(7,081)

(119)

(1,570)

(1,191,961)

(38,413)

788,548

398,316

320

9,603

(2,023)

(387,168)

36,859

362,385

(3,313)

(8,402)

7,929

7,070

(27,783)

(7,805)
	1,769,033

331,806

408,121

-

3,253,645

788,548

398,316

320

140,238

1,165,146

-

36,859

362,385

898,840

1,872,559

7,929

7,070

1,828,089

1,234,969

	
	
	 
	 


3.
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 2010.
4.
ITEMS OF UNUSUAL NATURE, SIZE OR INCIDENCE
Save as mentioned below and Note 2 above, there was no item of an unusual nature, size or incidence affecting the assets, liabilities, equity, net income or cash flows.  
Following the completion of the capital reduction and repayment exercise, Edaran Otomobil Nasional Berhad (“EON”) became a wholly-owned subsidiary company of HICOM Holdings Berhad, effectively a 100% owned subsidiary company of the Group [refer Note 11(b)].  The transaction resulted in a negative goodwill amounting to approximately RM71.22 million which has been recognised as other income within the condensed consolidated statement of comprehensive income.
5.
CHANGES IN ESTIMATES
There was no change in estimates of amounts reported in prior financial years that has a material effect in the interim financial report.

6.
ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES
There was no issuance and repayment of debt securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 30 June 2010.

7.
DIVIDENDS PAID
There was no dividend paid for the current financial period ended 30 June 2010.
8.

SEGMENTAL INFORMATION

The information of each of the Group’s business segments for the financial period ended 30 June 2010 is as follows:

	
	Automotive
	Property &

Infrastructure
	Services
	Investment 

Holding
	Group

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

	Revenue
	
	
	
	
	

	Total revenue
	895,864
	23,456
	653,863
	6,670
	1,579,853

	Inter-segment revenue
	(6,043)
	(6,254)
	(7,303)
	(6,670)
	(26,270)

	External revenue
	889,821
	17,202
	646,560
	-
	1,553,583

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit / (loss) 
	40,039
	(10,246)
	109,395
	31,116
	170,304

	Unallocated expenses
	
	
	
	
	(7,410)

	Interest income
	
	
	
	
	11,660

	Finance cost
	
	
	
	
	(18,915)

	Share of results of jointly controlled entities (net of tax)
	20,874
	2,638
	-
	-
	23,512

	  Share of results of associated companies (net of tax)
	43,424
	455
	445
	-
	44,324

	Profit before taxation 
	
	
	
	
	223,475

	Taxation
	
	
	
	
	(23,252)

	Net profit for the financial period
	
	
	
	
	200,223

	Attributable to:
	
	
	
	
	

	Owners of the Company
	
	
	
	
	157,783

	Non-controlling interest
	
	
	
	
	42,440

	
	
	
	
	
	


9.
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.

10.
SUBSEQUENT EVENT
Save as disclosed in Note 21, 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.
11.
CHANGES IN THE COMPOSITION OF THE GROUP
(a)
On 7 June 2010, Rebak Island Marina Berhad (RIMB), effectively a 60% indirect subsidiary company of the Group, had allotted and issued 12,600,000 ordinary shares of RM1.00 each to HICOM Indungan Sdn. Bhd., a wholly-owned indirect subsidiary company of the Group, pursuant to its Renounceable Rights Issue of 12.6 million ordinary shares of RM1.00 each. As a result, RIMB became a 75% indirect subsidiary company of the Group.  

(b)
On 18 June 2010 and as indicated in Note 4, EON became a wholly-owned subsidiary of HICOM Holdings Berhad, effectively a 100% owned subsidiary company of the Group, upon completion of its capital reduction and repayment exercise. Consequently, EON was delisted from Bursa Malaysia Securities Berhad with effect from 2 July 2010.

(c)
On 18 June 2010, Comtrac Sdn. Bhd., effectively a 70% indirect subsidiary company of the Group, acquired the remaining 3% equity stake in Comtrac Builders Sdn. Bhd. (“CBSB”) for a cash consideration of RM12,000.  As a result, CBSB became a 70% indirect subsidiary company of the Group.  
12.
CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There has been no material change in contingent liabilities or contingent assets since the last annual financial statements.

13.
COMMITMENTS AND CONTINGENT LIABILITIES OF BANK MUAMALAT MALAYSIA BERHAD
No material loss is anticipated as these amounts arose in the business of the Bank Muamalat Malaysia Berhad in which it makes various commitments and incurs certain contingent liabilities with legal recourse to its customers.
Risk Weighted Exposures of Bank Muamalat Malaysia Berhad are as follows:

	
	As at 30 June 2010

	
	Principal Amount

RM’000
	Credit Equivalent Amount

RM’000
	Risk Weighted Amount

RM’000

	Direct credit substitutes
	609
	609
	612

	Trade-related contingencies
	87,349
	17,470
	17,572

	Transaction related contingencies
	1,988,001
	994,001
	490,051

	Obligations under an on-going underwriting agreement
	75,000
	37,500
	7,500

	Housing financing sold directly and indirectly to Cagamas with recourse
	376,696
	376,696
	185,422

	Credit extension commitment:
	
	
	

	– maturity within one year
	806,345
	-
	-

	– maturity exceeding one year
	1,259,580
	629,790
	443,101

	Foreign exchange related contracts
	856,941
	27,396
	18,324

	
	5,450,521
	2,083,462
	1,162,582

	
	
	
	


14.
REVIEW OF PERFORMANCE
The Group’s revenue for the current quarter ended 30 June 2010 of RM1.55 billion was marginally lower by 4% compared to RM1.62 billion in the previous corresponding quarter ended 30 June 2009. The decline was mainly due to lower sales recorded by EON for the period under review due to migration of sales and after sales dealers to Proton Edar Sdn. Bhd. in July 2009.
For the current quarter ended 30 June 2010, the Group achieved a higher pre-tax profit of RM223.48 million compared to RM86.99 million in the previous corresponding quarter ended 30 June 2009. The increase is attributable to the recognition of the negative goodwill arising from accretion of equity interest in EON as disclosed in Note 4, improved performance of subsidiaries and also higher share of results of jointly controlled entities and associated companies.
15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS 
The Group recorded a lower pre-tax profit of RM223.48 million in the current quarter ended 30 June 2010 as compared to RM318.79 million in the preceding quarter ended 31 March 2010.  The results included negative goodwill arising from accretion of interest in EON in the current quarter (refer to Note 4) and gain on disposal of estates in the preceding quarter. Excluding these items, the pre-tax profit for both the quarters would have been as follows:
	
	
	
	Current
Quarter

30.06.2010

RM’000
	
	
	Preceding

Quarter

31.03.2010

RM’000
	

	· 
	Group’s pre-tax profits
	
	223,475
	
	
	318,787
	

	· 
	Negative goodwill arising from accretion of interest in EON 
	
	(71,216)
	
	
	-
	

	· 
	Gain on disposal of estates 
	
	-
	
	
	(211,433)
	

	· 
	Profit from operating activities excluding exceptional items
	
	152,259
	
	
	107,354
	

	
	
	
	
	
	
	
	


16.
PROSPECTS FOR THE FINANCIAL YEAR ENDING 31 MARCH 2011 

The country’s GDP growth accelerated further by 8.9% in the second quarter of 2010 after recording a strong growth of 10.1% in the first quarter.  The second quarter growth was driven by sustained expansion in domestic demand and continued robust growth in external economies.

Given the above scenario, the Group is expected to continue to record satisfactory performance for the financial year ending 31 March 2011.

17.
PROFIT FORECAST OR PROFIT GUARANTEE
The Group has not issued any profit forecast or profit guarantee for the current financial period in a public document.

18.
TAXATION

Taxation comprises the following:

	
	
	3 Months Ended

	
	
	
	30.06.2010
	30.06.2009

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	
	
	33,635
	16,175

	Deferred taxation
	
	
	(10,383)
	10,312

	Total
	
	
	23,252
	26,487

	
	
	
	
	



The Group’s effective tax rate for the financial period ended 30 June 2010 is lower than the statutory tax rate mainly due to gain arising from accretion of interest in a subsidiary company which is capital in nature and not subject to tax, offset by certain expenses not deductible for income tax purposes.
19.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
There was no sale of unquoted investments or properties during the financial period ended 30 June 2010.

20.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES
The following particulars on quoted securities do not include transactions in any quoted investments undertaken by the insurance and banking subsidiary companies of the Group:

(a) 
There was no purchase / disposal of quoted securities during the financial period ended 30 June 2010.
(b) Investments in quoted securities other than investments in subsidiaries and associated companies as at 30 June 2010 are as follows:

	
	In Malaysia

RM’000
	Outside  

Malaysia 

RM’000

	
	
	

	At cost
	1,688
	38,781

	At carrying value
	1,766
	17,546

	At market value
	1,766
	17,546

	
	
	


21.
STATUS OF CORPORATE PROPOSALS
(a)
On 16 April 2010, Edaran Otomobil Nasional Berhad (“EON”) and Flora Areana Sdn. Bhd. (“FASB”) entered into a Share Sale Agreement (“SSA”) for EON to acquire 137,500 ordinary shares of RM1.00 each representing 55% of the issued and paid-up share capital in Multi Automotive Service and Assist Sdn. Bhd. from FASB for a total cash consideration of RM137,500 (“Internal Reorganisation”). The Internal Reorganisation has been completed on 20 August 2010.
(b)
On 6 April 2010, the Company had entered into a Memorandum of Understanding (“MOU”) with POTENZA, a company incorporated in England and Wales and is engaged in the business of design, development and manufacturing of sports cars.  POTENZA intends to appoint DRB-HICOM as the exclusive importer, manufacturer/assembler and distributor of POTENZA sports cars inclusive of electric and hybrid variants and components/parts in Malaysia, ASEAN, China, Australia, New Zealand and Japan, subject to the results of a joint feasibility study to be conducted.  The MOU shall continue to be in force until the signing of the formal contracts as agreed by DRB-HICOM and POTENZA or until the mutual termination of the MOU.
(c)
On 13 August 2010, the Company had entered into a Memorandum of Understanding (“MOU”) with Volkswagen AG for the collaboration for the assembly and manufacturing of Volkswagen vehicles in Malaysia.  The MOU will pave the way for Volkswagen AG and the Company to jointly plan the production of Volkswagen models in Malaysia and this includes strengthening Volkswagen’s existing sales activities and market presence in the country.  The MOU shall continue to be in force until the execution of the final agreements to establish the proposed collaboration or until the termination of the MOU by either party, whichever is earlier.
(d)
On 20 August 2010, HICOM Holdings Berhad’s (“HICOM”) shareholding in Midea Scott & English Electronics Sdn. Bhd. (“Midea SEE”) was diluted from 40% to 30% pursuant to the exercise of a call option for 1,200,000 ordinary shares in Midea SEE for a total consideration of RM658,000 or approximately RM0.55 per share. The call option was granted by HICOM to Eastern Trinity Sdn. Bhd. (“Eastern”) pursuant to the Shareholders’ Agreement between Midea Refrigeration (Hong Kong) Ltd., HICOM, Eastern and Scott & English Electronics Sdn. Bhd. (now known as Midea SEE) dated 14 March 2008.  
22.
BORROWINGS AND DEFERRED LIABILITIES
Total Group borrowings are as follows:

	
	
	As at 

30.06.2010

	
	
	RM’000

	
	
	

	
	Short Term Borrowings
	

	(a)
	Bank overdrafts
	

	
	- Secured
	21,019

	
	- Unsecured
	6,161

	
	Total
	27,180

	
	
	

	
	
	

	(b)
	Others 
	

	
	Secured 
	

	
	Bankers acceptances
	84,128

	
	Revolving credits
	24,100

	
	Hire purchase and finance lease liabilities payable within 

  12 months
	9,562

	
	Long term loans – portion repayable within 12 months
	70,832

	
	Long term loans under Islamic financing – portion repayable within 

  12 months
	58,803

	
	Sub-total
	247,425

	
	
	

	
	Unsecured
	

	
	Bankers acceptances
	240,947

	
	Revolving credits
	170,633

	
	Short term loans
	3,026

	
	Sub-total
	414,606

	
	
	

	
	Total
	662,031

	
	
	

	
	
	

	(c)
	Long Term Borrowings 
	

	
	Secured
	

	
	Hire purchase and finance lease liabilities
	23,289

	
	- portion repayable within 12 months
	(9,562)

	
	
	13,727

	
	
	

	
	Long term loans
	373,362

	
	- portion repayable within 12 months
	(70,832)

	
	
	302,530

	
	
	

	
	Long term loans under Islamic financing
	339,584

	
	- portion repayable within 12 months
	(58,803)

	
	
	280,781

	
	
	

	
	Unsecured
	

	
	Long term loans under Islamic financing
	250,000

	
	
	

	
	Deferred liability
	36,171

	
	
	

	
	Total
	883,209

	
	
	

	
	Grand Total
	1,572,420

	
	
	


22.
BORROWINGS AND DEFERRED LIABILITIES (Continued)

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

	
	

	As at
	Amount

	
	

	30.06.2010
	RM219.30 million (SGD 93 million)

	
	RM3.03 million (Thai Baht 30 million)


23.
OUTSTANDING DERIVATIVES
(a) Derivatives outstanding as at 30 June 2010 consist of forward foreign exchange contracts which are measured at their fair value together with their corresponding contract/notional amounts as below:

	
	Contract / Notional 

Value
RM’000
	Fair value

	
	
	
	Assets
RM’000
	
	Liabilities
RM’000

	Forward foreign exchange contract :
	
	
	
	
	

	- One year or less
	2,936,918
	
	1,954
	
	7,493


With the adoption of FRS 139, financial derivatives are recognised on their respective contract dates.  The related accounting policies are disclosed in Note 2 (iv) of the interim financial report.

There is no significant change for the financial derivatives in respect of the following since the last financial year ended 31 March 2010:
(i) the credit risk, market risk and liquidity risk associated with these financial derivatives;

(ii) the cash requirements of the financial derivatives; and

(iii) the policy in place for mitigating or controlling the risks associated with these financial derivatives.

(b) Disclosure of gains / loss arising from fair value changes of financial liabilities

During the current quarter, the Group recognised a total net gain of RM3.99 million in the consolidated statement of comprehensive income arising from the fair value changes on the forward foreign exchange contract which are marked to market as at 30 June 2010. It is not expected that this gain will significantly impact the Group’s cash flows.

24.
MATERIAL LITIGATION 
Save as disclosed below, there is no material litigation pending as at the date of this report.

HICOM Builders Sdn. Bhd. (“HICOM Builders”), effectively a wholly-owned subsidiary of the Group, had on 12 November 2009 been served with a writ of summons and statement of claim dated 6 November 2009 by Amanahraya Development Sdn. Bhd. (“Amanahraya / Plaintiff”).  By a letter of award dated 25 September 2006 issued to Kejuruteraan Bintang-Lite M & E Sdn. Bhd. (“Kejuruteraan”) by HICOM Builders, the latter awarded Kejuruteraan a contract (“Sub-Contract”) for the execution and completion of works under “Design, Construction, Completion and Commissioning of Integrated Customs, Immigration and Quarantine Complex Johor Bahru, Package: NSC for JBS Mechanical Works (JBS 05-S2)” (“the Project”).  At the request of Kejuruteraan, Amanahraya entered into a Project Participation Agreement (“PPA”) with Kejuruteraan whereby Kejuruteraan shall undertake the overall responsibility of carrying out the Project and Amanahraya shall provide an amount of RM9 million to part finance the Project.  The PPA, amongst others, provided that the repayment of the financing sum of RM9 million shall be repaid out of the proceeds payable from HICOM Builders.  Kejuruteraan assigned to Amanahraya, by way of assignment of proceeds, all monies payable or due to be paid from HICOM Builders to Kejuruteraan under the Sub-Contract.  Amanahraya is now claiming from Kejuruteraan as the 1st Defendant and HICOM Builders as the 2nd Defendant, the sum of RM13,307,523 being the amount due and payable from  the unpaid progress claims and variation orders under the Sub-Contract.  HICOM Builders filed its defence in this suit on 8 February 2010.  On 2 August 2010, Amanahraya withdrew the matter against HICOM Builders with no order as to costs and with liberty to file afresh.
25.
DIVIDEND 

No interim dividend has been declared for the financial period ended 30 June 2010.
26.
EARNINGS PER SHARE
The basic earnings per share is calculated by dividing the Group’s net profit attributable to owners of the Company by the number of ordinary shares in issue during the financial period.
	
	3 Months Ended

	
	30.06.2010
	30.06.2009

	
	
	

	Net profit attributable to owners of the Company (RM’000)
	157,783
	47,673

	
	
	

	Number of ordinary shares in issue ('000)
	1,933,237
	1,933,237

	
	
	

	Basis earnings per share (sen)
	8.16
	2.47

	
	
	


27.
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.

BY ORDER OF THE BOARD

CHAN CHOY LIN, CAROL

Secretary

Shah Alam

26 August 2010
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