CYCLE & CARRIAGE BINTANG BERHAD

Notes to the Financial Information

for the fourth quarter and year ended 31 December 2003


1
Basis of Preparation

This interim report is prepared in accordance with MASB 26 "Interim Financial Reporting" and paragraph 9.22 of the Listing Requirements of Malaysia Securities Exchange Berhad, and should be read in conjunction with the Group's financial statements for the year ended 31 December 2002.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2002 except for the adoption of MASB 25 "Income Taxes" in respect of the recognition of deferred tax assets. In accordance with MASB 25, deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary differences can be utilised. This change in accounting policy has been accounted for retrospectively. 

The new accounting policy has the effect of decreasing net profit for the year ended 31 December 2003 by RM5,204,000. The other effects of the change on the Group’s financial statements are as follows:

	
	As previously reported
	Effect of change in policy
	As restated

	
	RM’000
	RM’000
	RM’000

	At 31 December 2002
	
	
	

	- revenue reserve
	524,797
	16,730
	541,527

	- investment in associated companies
	160,090
	215
	160,305

	- deferred tax assets
	-
	16,515
	16,515

	Financial year ended 31 December 2002
	
	
	

	- net profit for the year
	61,039
	(3,575)
	57,464


2
Qualification of Audit Report





The Group's financial statements for the year ended 31 December 2002 were not subject to any qualification by the auditor.

3
Segment Reporting








The activities of the Group are conducted within Malaysia as shown in the following segments:

	
	Automobile industry
	*  Investment
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	3 months ended 31 December 2002
	
	
	
	

	Revenue
	181,448
	-
	-
	181,448

	Profit before tax
	13,608
	-
	1,417
	15,025

	
	
	
	
	

	3 months ended 31 December 2003
	
	
	
	

	Revenue
	147,353
	-
	-
	147,353

	(Loss)/profit before tax
	(3,285)
	2,830
	1,468
	1,013

	
	
	
	
	

	Financial year ended 31 December 2002
	
	
	
	

	Revenue
	807,872
	-
	-
	807,872

	Profit/(loss) before tax
	93,369
	-
	(5,563)
	87,806

	
	
	
	
	

	Financial year ended 31 December 2003
	
	
	
	

	Revenue
	871,761
	-
	-
	871,761

	Profit/(loss) before tax
	27,529
	10,952
	(90)
	38,391


*  Under the terms of the agreement with DaimlerChrysler AG (“DCAG”), the Company is entitled to receive an annual net dividend income of RM11.2 million in respect of the investment in DaimlerChrysler Malaysia Sdn Bhd (“DCM”). 

In the event that DCM is unable to declare such dividend in full, DCAG undertakes to pay the shortfall to the extent of RM11.2 million (hereinafter refer to “the minimum assured amount”). The amount receivable from DCAG will be subject to income tax and the Group will effectively receive an annual net income of RM8.1 million.

For the financial year ended 31 December 2003, the Group recognised the minimum assured amount of RM11.0 million based on time proportion basis.        
4
Seasonal or Cyclical Factors






There were no major seasonal or cyclical factors affecting the automobile industry.

5
Individually Significant Item









Individually significant items for the financial year ended 31 December 2003 were as follows:


a)
The Company ceased to have the rights to the Mercedes-Benz wholesale business effective 1 January 2003.

b) Investment of 49% interest in DaimlerChrysler Malaysia Sdn Bhd (a joint-venture with DaimlerChrysler AG), albeit with limited rights for RM66,003,000. DaimlerChrysler Malaysia Sdn Bhd has the rights to the Mercedes-Benz wholesale business effective 1 January 2003.

c) The Group recognised income of RM10,952,000 in respect of the investment in DaimlerChrysler Malaysia Sdn Bhd on a time proportion basis.
d) Gain on disposal of certain assets to DaimlerChrysler Malaysia Sdn Bhd amounted to RM845,000.
e) A special interim dividend of RM4.17 per share less 28% income tax amounted to RM302,475,000 was paid on 29 December 2003.

f) Cost of voluntary separation scheme charged to profit and loss amounted to RM2,800,000.
6
Changes in Estimates









There were no changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter and financial year-to-date.

7
Taxation








	
	3 months ended
	
	12 months ended

	
	31.12.2003
	
	31.12.2002
	
	31.12.2003
	
	31.12.2002

	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	
	
	(As restated)
	
	
	
	(As restated)

	
	
	
	
	
	
	
	

	Income tax
	       (835) 
	
	        1,225 
	
	       7,126 
	
	       24,598 

	Prior year under provision
	483
	
	322
	
	500
	
	329

	Deferred tax
	3,500
	
	4,104
	
	5,096
	
	3,511

	Share of tax in associated companies
	         392 
	
	             436 
	
	        1,456
	
	          1,876

	Share of deferred tax in associated companies
	(83)
	
	43   
	
	(91)
	
	28

	
	       3,457 
	
	        6,130 
	
	      14,087 
	
	      30,342 



The average effective tax rate differs from the statutory income tax rate of Malaysia as follows:






 

	
	%
	
	%
	
	%
	
	%

	
	
	
	
	
	
	
	

	Statutory income tax rate of Malaysia
	            28 
	
	               28 
	
	            28 
	
	             28 

	Capital expenditure not deductible for tax purpose
	63
	
	-
	
	8
	
	6

	Previously unrecognised temporary differences
	-
	
	-
	
	(1)
	
	-

	Deferred tax written down
	131
	
	-
	
	-
	
	-

	Prior year under provision
	37
	
	2
	
	1
	
	1

	Current period/year tax loss not recognised
	82
	
	11
	
	1
	
	-

	Average effective tax rate  
	           341
	
	             41
	
	            37 
	
	             35


The effective tax rate for the quarter was high mainly due to a reversal of deferred tax assets previously recognised by a subsidiary following a downward revision of its probable future profits.

8
(Loss)/earnings per Share








	
	3 months ended
	
	12 months ended

	
	31.12.2003
	
	31.12.2002
	
	31.12.2003
	
	31.12.2002

	
	
	
	(As restated)
	
	
	
	(As restated)

	(a) Basic (loss)/earnings per share
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	      Net (loss)/profit for the period (RM'000)
	  (2,444)
	
	       8,895 
	
	    24,304 
	
	       57,464 

	      Weighted average number of ordinary shares in                                                                                                                                             issue ('000)
	  98,311 
	
	 97,986 
	
	  98,311 
	
	 97,986 

	
	
	
	
	
	
	
	

	      Basic (loss)/earnings per share (sen)
	      (2.49)
	
	9.08 
	
	      24.72 
	
	58.65 

	
	
	
	
	
	
	
	

	(b) Diluted (loss)/earnings per share
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	      Net (loss)/profit for the period (RM'000)
	  (2,444)
	
	       8,895 
	
	    24,304 
	
	       57,464 

	Weighted average number of ordinary shares:

  - in issue ('000)
	98,311 
	
	 97,986 
	
	98,311 
	
	 97,986 

	        - adjustment for share options ('000)
	       2
	
	            83 
	
	2
	
	            83 

	        - for diluted (loss)/earnings per share calculation ('000)


	98,313
	
	 98,069
	
	98,313
	
	 98,069

	Diluted (loss)/earnings per share (sen)
	       (2.49)
	
	        9.07 
	
	         24.72 
	
	        58.60 


9
Sales of Unquoted Investments and / or Properties








There were no sales of any unquoted investments or properties for the current quarter and financial year-to-date.


10
Short Term Investments








a) Purchases and disposals

There were no purchases or disposals of any short term investments for the current quarter and financial year-to-date.

b)
Investment as at 31 December 2003

	
	RM'000

	At cost
	         3,356 

	At book value
	         1,379

	At market value
	         1,379


11
Property, Plant and Equipment








All property, plant and equipment are stated at cost or at the fair values on acquisition less accumulated depreciation.








12
Debts and Equity Securities








During the financial year ended 31 December 2003, 2,712,000 ordinary shares of RM1 each were issued by the Company for cash by virtue of the exercise of options pursuant to the Company’s Executives’ Share Option Scheme.

Other than that, there were no issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year-to-date.

13
Dividends



	
	
	12 months ended

31 December 2003
	
	12 months ended

31 December 2002

	
	
	Gross dividend per share sen
	
	Amount of dividend net of 28% tax

RM’000
	
	Gross dividend per share sen
	
	Amount of dividend net of 28% tax

RM’000

	Final dividend approved by shareholders in respect of the financial year ended 31 December 2002, paid on 23 June 2003 (2002 : paid on 3 June 2002)
	
	25
	
	17,646
	
	25
	
	17,643

	
	
	
	
	
	
	
	
	

	Interim dividend declared in respect of the financial year ended 31 December 2003, paid on 12 September 2003 (2002 : paid on 9 September 2002)
	
	15
	
	10,608
	
	15
	
	10,588

	
	
	
	
	
	
	
	
	

	Special interim dividend declared in respect of the financial year ended 31 December 2003, paid on 29 December 2003 (2002 : Nil)
	
	417
	
	302,475
	
	-
	
	-



The Board of Directors recommend the payment of a final gross dividend of 10 sen per share on 100,744,500 ordinary shares, less income tax, amounting to RM7,254,000, in this quarter, which subject to the approval of shareholders at the forthcoming Annual General Meeting of the Company, will be paid on or about 25 June 2004 to shareholders whose names appear in the Company’s Register of Members and Record of Depositors on 4 June 2004.








. 

14
Off Balance Sheet Financial Instruments






The Company is a party to financial instruments that reduce exposure to fluctuations in foreign currency exchange. These instruments, which mainly comprise foreign currency forward contracts, are not recognised in the financial statements on inception. The purpose of these instruments is to reduce risk.

Foreign currency forward contracts protect the Company from movements in exchange rates by establishing the rate at which a foreign currency asset or liability will be settled. Any increase or decrease in the amount required to settle the asset or liability is offset by a corresponding movement in the value of the forward exchange contract. The gains and losses are therefore offset for financial reporting purposes and are not recognised in the financial statements. 

As at 31 December 2003, the open position of foreign currency forward contracts entered into by the Company was RM9.9 million (the fair value was a favourable net position of RM0.7 million), of which RM2.9 million has been closed as at 12 February 2004. The total amount of foreign currency forward contracts entered into after 31 December 2003 by the Company was RM2.2 million, all of which were still outstanding as at 12 February 2004.

The details of the open contracts as at 12 February 2004 are as follows: 
	Maturity
	Foreign Currency Amount
	
	RM

	
	EURO
	
	Yen
	
	Equivalent

	
	
	
	
	
	

	More than 1 month, less than 3 months
	964,594
	
	100,000,000
	
	7,697,593

	More than 3 months, less than 6 months
	-
	
	40,000,000
	
	1,445,280

	Total
	964,594
	
	140,000,000
	
	9,142,873

	
	
	
	
	
	

	The fair value as at 12 February 2004 was a favourable net position of
	
	595,416

	
	
	
	
	
	


The above instruments are executed with credit worthy financial institutions in Malaysia. The Directors are of the view that the possibility of non-performance by these financial institutions is remote on the basis of their financial strength.





15
Changes in the Composition of the Group





There were no changes in the composition of the Group for the current quarter and financial year-to-date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations, other than the effects of the discontinuing operations as disclosed in Note 5 and Note 22.

16
Status of Corporate Proposals



On 5 November 2003, the Company entered into a sale and purchase agreement with Jardine Cycle & Carriage Limited (formerly known as Cycle & Carriage Limited), the vendor of Cycle & Carriage (Malaysia) Sdn Bhd (“CCM”), to acquire the remaining 21,700,000 ordinary shares of RM1.00 each in CCM, representing 70% of the issued and paid-up share capital of CCM for a total cash consideration of RM30,263,100, subject to adjustment to be made to the purchase consideration. The final purchase consideration will be adjusted based on the Net Tangible Asset value of CCM as at the last day of the month immediately preceding the date of the last condition precedent being fulfilled. The completion of the proposed acquisition is pending the approval of the Foreign Investment Committee.

Other than the above proposed acquisition, there were no corporate proposals announced but not completed at the date of issue of this quarterly report.







17
Group Borrowings and Debt Securities






Group borrowings and debt securities as at 31 December 2003:

	(a)
	
	
	RM’000

	
	(i)   Bankers acceptance
	
	91,610

	
	(ii)  Revolving credit 
	
	68,000

	
	(iii) Bank overdraft
	
	8,374

	
	Total
	
	167,984

	
	
	

	(b)
	All the borrowings were short term, unsecured and were denominated in Ringgit Malaysia.


.

18
Contingent Liabilities







As at the date of issue of this quarterly report, there were no material changes in contingent liabilities since the Annual Financial Report for the year ended 31 December 2002.


19
Material Litigation







a) On 9 July 1998, the Company initiated legal action against a debtor, Transit Link Sdn Bhd and its guarantor, Tan Hooi Chong, for the recovery of RM15.2 million of outstanding debts for the supply of bus chassis to the debtor. Consent Judgment was obtained on 13 July 2000 for settlement by 1 May 2001. However, the debts were not recovered by the stated date. The Company then initiated execution proceedings against both the debtor and the guarantor. The guarantor was adjudged a bankrupt on 30 August 2002 and winding-up order against the debtor was obtained on 22 May 2003. The debts have already been fully provided in the accounts in prior years.

b) On 18 April 2003, the Company was served an Originating Summons from the solicitors of Hup Lee Coachbuilders Holdings Sdn Bhd (“Hup Lee”) for a claim of RM5 million. An amended Originating Summons was served on 1 July 2003 increasing the claim. Hup Lee claimed RM8 million plus interest accrued thereon being alleged wrongful payment made by Hup Lee to the Company in 1997 in respect of some units of bus chassis supplied by the Company to Transit Link Sdn Bhd. Hup Lee was then the appointed bus body builder of Transit Link Sdn Bhd.

This Originating Summons was dismissed by the Court on 6 January 2004. Hup Lee subsequently served a Writ of Summons against the Company on 10 February 2004 on the above claim. Based on legal advice, the directors believe that the Company has a reasonable chance of successfully defending the action. 

20 Capital Commitments

Capital Commitments of the Group as at 31 December 2003 in relation to acquisition of property, plant and equipment were as follows:

	
	RM’000

	Approved and contracted 
	5,997

	Approved but not contracted
	1,451

	Total
	7,448


21 Material Change in Current Quarter Results Compared to Preceding Quarter Results

The fourth quarter unaudited profit before taxation of the Group was RM1.0 million, compared to RM9.5 million recorded in the third quarter. The results were affected by stock write-down, allowances for doubtful debts, renovation of properties, charges under staff voluntary separation scheme and interest expense incurred on trade financing. The slow down in sales in the last quarter pending Government’s announcement on vehicle duty structure changes, effective 2004, has also affected the results. The share of results of associated companies improved from RM1.0 million to RM1.4 million as the Group’s 40% owned associate, CCL Group Properties revised upwards the value of one of its investment property based on an indicative offer price. 

22 Review of Revenue and Profit from Operations

An analysis of the revenue and profit from operations as a result of the transfer of Mercedes-Benz wholesale business to DaimlerChrysler Malaysia Sdn Bhd as mentioned in Note 5 above is as follows:

	
	3 months ended
	12 months ended

	
	31.12.2003
	31.12.2002
	31.12.2003
	31.12.2002

	Revenue
	
	
	
	

	Discontinuing operation
	9,416
	68,634
	265,253
	293,894

	Continuing operations
	137,937
	112,814
	606,508
	513,978

	
	147,353
	181,448
	871,761
	807,872

	
	
	
	
	

	(Loss)/profit from operations
	
	
	
	

	Discontinuing operation
	5,920
	7,566
	8,848
	51,269

	Continuing operations
	(6,075)
	5,747
	29,166
	40,571

	
	(155)
	13,313
	38,014
	91,840


Discontinuing Operation

During the transitional period, wholesale margins were derived from clearance of Mercedes-Benz stocks carried over, most of which have been sold. Included in the results was a reversal of RM4.2 million in staff voluntary separation charge being reclassification to continuing operations in view of redeployment of staff to these operations. 

Continuing Operations

The Mercedes-Benz retail business recorded unit sales of about the same level for passenger cars, but fewer commercial vehicles compared to the previous financial year. The business saw increasing pressure on margins as competition intensified. Unit sales in the second half were affected by customers deferring their vehicle purchases pending the government’s announcement of impending changes to vehicle duty structures.

The performance of the Mazda operations improved with the clearance of phased out models and the introduction of a better model mix.  

The Peugeot operations continued to improve. With strong support from the principal and intensive efforts in brand building, the marque is expected to increase penetration of the market.

The rationalisation of the Group’s organisation structure and staff force has resulted in a charge of RM7.0 million as staff voluntary separation costs of the continuing operations. The net charge to the Group profit and loss was RM2.8 million.                                                                                           

23 Variance of Actual Profit from Forecast Profit

The Company did not make any profit forecast.

24 Material Subsequent Events
There were no material events subsequent to 31 December 2003 that have not been reflected in the financial statements for the period ended 31 December 2003 up to the date of issue of this quarterly report.

- more -


