QUARTERLY REPORTED ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2001

The figures have not been audited

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 31 DECEMBER 2002

The figures have not been audited



CONDENSED CONSOLIDATED INCOME STATEMENTS FOR THE QUARTER ENDED 31 DECEMBER 2002


Individual Quarter
 Cumulative Quarter 


Current Year Quarter

31/12/2002

RM'000
Preceding Year Corresponding Quarter

31/12/2001

RM'000
Current Year- To-Date

31/12/2002

RM'000
Preceding Year Corresponding Period

31/12/2001

RM'000

Revenue
449,010
1,154,634
1,637,734
2,337,767

Operating Expenses
(416,436)
(1,079,564)
(1,505,925)
(2,166,667)               

Other Operating Income/(Expense)
5,196
8,574
11,794
23,485







Profit from Operations
37,770
83,644
143,603
194,585

Finance Costs
(8,621)
(26,272)
(28,841)
(55,949)

Share of Profit of Associated Companies
2,668
834
4,383
1,585













Profit Before Taxation
31,817
58,206
119,145
140,221

Taxation
(5,414)
(8,603)
(28,539)
(27,567)







Profit After Taxation
26,403
49,603
90,606
112,654

Minority Interest
(6,832)
(21,049)
(32,048)
(43,751)







Net Profit for the Period
19,571
28,554
58,558
68,903













Earnings per stock (sen):-





(a)
Basic 
10.12
11.67
26.46
28.23

(b)
Fully diluted 
10.10
11.52
26.42
27.81

The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.



CONDENSED CONSOLIDATED BALANCE SHEETS AS AT 31 DECEMBER 2002


As at end of current quarter

31/12/2002

RM'000
As at preceding financial year end
30/06/2002

RM'000





Property, Plant and Equipment
363,971
944,017

Investment in Associated Companies
237,788
125,352

Other Investments
648
1,296

Intangible Assets
16,334
509,127

Other Long-term Assets
-
15,342





Current Assets




Inventories
95,394
741,225


Debtors
193,092
1,223,743


Other Investments
39,605
29,537


Cash 
64,815
287,192



392,906
2,281,697






Current Liabilities




Trade and Other Payables
131,478
1,150,303


Overdraft and Short Term Borrowings
190,872
754,418


EuroConvertible Bonds
-
50,249


Taxation
1,158
36,569



323,508
1,991,539






Net Current Assets/(Liabilities)
69,398
290,158






688,139
1,885,292





Share Capital
166,252
249,293

Reserves
364,169
632,317

Shareholders Fund
530,421
881,610









Minority Interest
41,048
356,338





Long Term Liabilities




Borrowings
31,875
76,027


EuroConvertible Bonds
76,000
434,643


Other Long-term Liabilities
8,795
136,674



116,670
647,344








688,139
1,885,292






Net Tangible Assets Per stock (sen)
309
149

The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS FOR THE PERIOD ENDED 31 DECEMBER 2002


Current Year- To-Date

31/12/2002

 RM'000 




Net Profit Before Tax
119,145

Adjustment for:-



Depreciation and amortisation
43,863


Share of profit of associated companies
(4,383)


Net financing cost
23,565


Non-cash items
2,488







Operating profit before changes in working capital
184,678




Changes in working capital



Net change in current assets
25,968


Net change in current liabilities
(21,232)


Income tax paid
(25,508)


Net financing cost paid
(23,565)







Net cash flows from operating activities
140,341




Investing Activities



Equity Investments
(373,419)


Other Investments 
(58,679)







Net cash flows used in investing activities
(432,098)




Financing Activities



Issue of shares/right issue 
493,991


Proceeds from subsidiaries’ ESOS
1,868


Net Repayment of Bank borrowings
(413,241)







Net cash flows used in financing activities
82,618




Net Change in Cash and Cash Equivalents
(209,139)




Translation Difference on Cash and Cash Equivalents
(1,939)




Cash & Cash Equivalent at beginning of  year
253,432




Cash & Cash Equivalent at end of period
42,354







The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.



CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE PERIOD  ENDED 31 DECEMBER 2002


Share Capital

RM’000
Reserve Attributable To Capital

RM’000
Reserve Attributable To Revenue

RM’000
Retained Profits

RM’000
Total

RM’000








Current year-to-date ended 31 December 2002













Balance at beginning of year
249,293
110,965
19,685
501,667
881,610








Net Profit for the period



58,558
58,558

Issue of share capital
86
320


406

Rights issue
249,379
244,206


493,585

Bonus issue
498,756



498,756

Capital distribution
(831,262)
(332,505)


(1,163,767)

Demerger of a subsidiary


4,609
(243,336)
(238,727)








Balance at end of period
166,252
22,986
24,294
316,889
530,421


















The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.

1.


Accounting policies and methods of computation

The interim financial report has been prepared in accordance with Malaysian Accounting Standard Board (“MASB”) 26 “Interim Financial Reporting” and should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 30 June 2002 except for the adoption of MASB 22 “Segmental Reporting” and MASB 25 “Income Tax”. 

The adoption of the above MASB standards does not have material effect on the financial result of the Group for the financial year-to-date nor shareholders’ funds of the Group as at 31 December 2002.



2.
Qualification of audit report  of the preceding annual financial statements 

There were no qualification on audit report of the preceding annual financial statements.



3.
Seasonality or  cyclicality of interim operations

The Group’s operation is not affected materially by any seasonal / cyclical factors. 



4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence

There were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence.



5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There were no changes in estimates of amounts reported in the prior interim period of the current financial year nor in the prior financial years.



6.
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities




There were no issuance, cancellations, repurchases, resale and repayments of debt and equity  securities for the current financial year-to-date other than as mentioned below:-




(i)
The Company had, on 2 December 2002, partially redeemed US$94,380,000 in principal amount of  its US$114,380,000 3% Convertible Bonds Due 2006 (“ECB”). After the said redemption, the amount of ECB outstanding is US$20,000,000.

Arising from the Capital Distribution of OYL shares as disclosed under Note 20 (A), the conversion price of the ECB of RM11.75 per HIMB stock at the exchange rate of USD1.00 : RM2.544 has been revised to RM1.00 per HIMB stock at the same exchange rate of USD1.00 : RM2.544 and this revision has been certified by HIMB’s auditor. As approved by the stockholders of HIMB on 22 May 2002, the number of new HIMB stocks that will be issued from the conversion of the remaining outstanding ECB will be up to 24,764,487.
 


(ii)
During the current financial period to 31 October 2002, AAF-McQuay Inc (“AMI”), an indirect subsidiary of O.Y.L. Industries Bhd (“OYL”) which is in turn a subsidiary of the Company, repurchased USD22.0 million (RM83.5 million) of its Senior Notes at a net premium of USD203,640.  AMI plans to hold these repurchased notes until their maturity in February 2003. The balance of the Senior Notes of USD71.9 million held by investors is included in the long term unsecured borrowings as disclosed in Note 21.  OYL cease to be a subsidiary of the Group  on 1 November 2002 arising from the capital distribution of OYL shares as disclosed under Note 20(A).




(iii)
The Executive Stock Option Scheme (“ESOS”) of the Company was implemented with effect from 24 December 1999. During the current financial year to-date, 85,400 ordinary stocks of RM1.00 each were issued and allotted pursuant to the exercise of ESOS.

 The details of the issued and paid up ordinary share capital of the Company as at 31 December  2002 are as follows:-






No of stocks
RM



As at 1 July 2002
249,293,230
249,293,230



Ordinary stocks issued pursuant to ESOS
85,400
85,400



Rights Issue
249,378,630
249,378,630



Bonus Issue
498,757,260
498,757,260



Capital Distribution
(831,262,100)
(831,262,100)



As at 31 December 2002
166,252,420
166,252,420








(iii)
There was no stock buy back during the financial year-to-date.




7.
Dividends paid  
There were no dividend paid during the financial year-to-date.



8.
Segmental reporting

The Group’s segmental report for the financial year-to-date are as follows:-






Heating, ventilation and air-conditioning, air-filtration and industrial refrigeration (“HVAC”)
Building Boards & Panels
Concrete Products
Others
Total



RM’000
RM’000
RM’000
RM’000
RM’000


Revenue
1,422,977
113,818
71,965
28,974
1,637,734


















Results















Profit from operations
111,639
23,157
3,620
5,187
143,603


Finance Costs




(28,841)


Share of Profit of Associated Companies




4,383


Profit Before Taxation




119,145


Taxation




(28,539)


Profit After Taxation




90,606


Minority Interest




(32,048)


Net Profit for the Period




58,558








9.
Valuations of property, plant and equipment 

The valuations of property, plant and equipment have been brought forward without any amendments from the previous annual financial statements.



10.
Material events not reflected in the financial statements

Other than as disclosed in Note 20, there were no material subsequent events to be disclosed as at the date of this report.



11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the current quarter, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations other than as mentioned below:-




(i)
Oplino Pte Ltd (“Oplino”), a wholly-owned subsidiary, had been placed under member’s voluntary winding up and Mr Koji Miura of c/o Raffles Quay, #22-00, Hong Leong Building, Singapore 048581 has been appointed as liquidator on 10 April 2002.  The liquidator had, on 16 December 2002 convened a Final Meeting to conclude the member’s voluntary liquidation of Oplino. A Return by Liquidator Relating To Final Meeting was lodged with the Registrar of Companies and with the Official Receiver on 19 December 2002 and on the expiration of 3 months after the said lodgement date, i.e. 19 December 2002, Oplino shall be dissolved. 




(ii)
Hume Poly Products Sdn Bhd, a wholly-owned subsidiary, had been placed under member's voluntary liquidation and Mr. Ling Kam Hoong of Messrs Ling Kam Hoong & Co, has been appointed as liquidator on 19 June 2002. The liquidation is currently pending tax clearance from the Inland Revenue Board.

 


(iii)
Oplino Investments Limited, a wholly-owned subsidiary, had been placed under member's voluntary winding-up and Mr Selwyn Mar of 11th Floor, Fortis Bank Tower, 77-99, Gloucester Road, Hong Kong has been appointed as liquidator on 29 June 2002 under The Companies Ordinance (Chapter 32), Hong Kong. The winding up is currently pending tax clearance from the Inland Revenue Department.



(iv)
OYL ceased to be a subsidiary of the Group on 1 November 2002 arising from the capital distribution of OYL shares as disclosed under Note 20(A).




(v)
Dynamic Link Resources Sdn Bhd (formerly known as Hume Roofing Industries Sdn Bhd), a wholly-owned subsidiary, had been placed under member's voluntary liquidation and Mr. Ling Kam Hoong of Messrs Ling Kam Hoong & Co, has been appointed as liquidator on 10 December 2002. The liquidation is currently pending tax clearance from the Inland Revenue Board.






12.
Contingent  liabilities or contingent assets
There are no contingent liabilities or contingent assets to be disclosed as at the date of this report.



13.
Review of performance 


The Group recorded a turnover and profit before tax of RM449.0 million and RM31.8 million respectively  for the current quarter under review as compared with RM1,154.6 million and RM58.2 million respectively in the preceding year’s corresponding quarter. The decrease is attributable mainly to the loss of revenue from OYL as a result of OYL ceasing to be a subsidiary of the Group arising from the Capital Distribution of OYL shares on 1 November 2002 as disclosed under Note 20 (A).



14.
Material changes in profit before taxation  


For the quarter under review, the Group recorded a profit before tax of RM31.8 million as compared with a profit before tax of RM87.3 million for the preceding quarter. The decrease is attributable mainly to the loss of revenue from OYL as a result of OYL ceasing to be a subsidiary of the Group arising from the Capital Distribution of OYL shares on 1 November 2002 as disclosed under Note 20 (A).



15.
Prospects

OYL ceased to be a subsidiary of the Group on 1 November 2002 arising from the Capital Distribution of OYL shares as disclosed under Note 20 (A). 

Barring unforeseen circumstances, the Group's performance for the financial year 2002/03 is expected to be satisfactory.



16.
Profit forecast / profit guaranteed

This note is not applicable.



17.


Taxation

Taxation comprise :-



Individual Quarter
Cumulative Quarter



Current Year Quarter

31/12/2002

RM'000
Preceding Year Corresponding Quarter

31/12/2001
RM'000
Current Year- To-Date

31/12/2002
RM'000
Preceding Year Corresponding Period

31/12/2001
RM'000


Taxation






Malaysian






- Current Year
2,820
8,430
11,049
16,752


- Under/(over) provision

     in prior year     
-
-
-
-


Overseas






- Current Year
-
141
14,152
10,643


- Under/(over) provision

     in prior year     
-
-
-
-


Deferred taxation






- Current Year
2,315
-
2,789
-


- Over provision in prior 

       years
-
-
-
-


Share of associated companies’ taxation
279
32
549
172



5,414
8,603
28,539
27,567


The Group’s effective tax rate is lower than the statutory tax rate mainly due to certain tax allowances and certain foreign subsidiaries which are having lower tax rates.



18.


Sale of unquoted investments and/or properties 

There were no sales of unquoted investments and/or properties for the current quarter and financial year to-date other than as mentioned below:-






Current Year Quarter

31/12/2002

RM'000
Current Year   To-date

31/12/2002

RM'000



Disposal




                  

Sale proceeds
-
7,020




Cost of  investment
-
(7,020)




Profit on disposal
-
-

19.
Quoted securities




(a)
There were no purchases or disposals of quoted securities (other than securities in existing subsidiaries and associated companies) for the current quarter and year-to-date other than as mentioned below:-




Current Year Quarter

31/12/2002

RM'000
Current Year   To-date

30/09/2002

RM'000








(i) Purchase consideration 
-
4,776







(b)
Particulars of investments in quoted securities as at 31 December 2002 :-



At cost :
RM’000



· Associated Company

· Others
225,307

64,720




290,027



At book value :




· Associated Company

· Others 
237,348

39,606




276,954



At market value :




· Associated Company

· Others 
194,893

60,167



255,060




20.
Corporate Proposals 



(A)
The followings are corporate proposals announced and completed during current quarter/not completed:-


(I)
The stockholders of the Company have, at the Extraordinary General Meeting held on 22 May 2002, approved the following proposals:-


   (i)
(a)
Rights issue of up to 250,335,630 new ordinary stocks units of RM1.00 each on the basis of one (1) new stock unit for every one (1) existing stock unit held at an issue price to be determined by the Board of Directors of the Company (“Rights Issue”);

The Company had, on 17 May 2002, announced to the KLSE that the issue price of the new ordinary stock units of RM1.00 each to be issued pursuant to the Proposed Rights Issue had been fixed at RM2.00 per Rights Stock;





(b)
Bonus issue of up to 500,671,260 new ordinary stock unit of RM1.00 each on the basis of one (1) new stock unit for every one (1) stock unit held after the Proposed Rights Issue (“Bonus Issue”);





(c)
Increase in authorised share capital from RM700,000,000 divided into 700,000,000 ordinary shares of RM1.00 each to RM1,010,000,000 divided into 1,010,000,000 ordinary shares of RM1.00 each;





(d)
Distribution of up to 83,445,210 OYL shares representing 63.88% of the Company's equity interest in OYL, to stockholders of the Company by way of capital distribution on the basis of one (1) ordinary share of RM1.00 each in OYL for every twelve (12) stock units held in the Company after the Proposed Rights Issue and Proposed Bonus Issue to be effected by reduction in share premium reserve account and cancellation of ten (10) stock units for every twelve (12) stock units held in the Company, after the Proposed Rights Issue and Proposed Bonus Issue (“Capital Distribution”); 





The Rights Issue, Bonus Issue and Capital Distribution (collectively referred to as the “Proposals”) were effected on 30 October 2002, 31 October 2002 and 1 November 2002 respectively and the Proposals were fully implemented on 18 November 2002.




  (ii)
The proposed acquisition of 115,061,324 ordinary shares of RM1.00 each representing 40.75% equity interest in Southern Steel Berhad (“SSB”) from Camerlin Group Berhad for a total cash consideration of RM132,320,523 was completed on 4 October 2002.




(II)
The Company had, on 23 May 2002, announced to the KLSE that the Company has entered into a Share Subscription Agreement with Ambang Subur Sdn Bhd (“ASSB”) for the subscription of 50,000,000 ordinary shares of RM1.00 each representing 99.99% of the issued and paid up capital of ASSB (“Proposed Subscription”).

ASSB had, on the same day, entered into an Asset Purchase Agreement and Share Purchase Agreement with Hume Cemboard Berhad (“HCB”), a subsidiary of the Company, to acquire the following for a total cash consideration of RM310 million (“Proposed Acquisition”) :-





(a)
1,000,000 ordinary shares of RM1.00 each and 190,000 redeemable cumulative preference shares representing 100% of the total issued and paid up capital of Malex Industrial Products Sdn Bhd (“MIP”) presently held by HCB (“MIP Shares”).





(b)
All assets and liabilities owned by HCB in relation to the cellulose fibre-cement board and the cement bonded wood particle board business (“HCB Assets”).





HCB had, on the same day, announced that HCB proposed to undertake the following :-





(a)
Proposed bonus issue of approximately 246 million new ordinary shares of RM1.00 each in HCB on the   basis of four (4) new ordinary shares for every one (1) existing ordinary share held (“Proposed  Bonus  Issue”);  and





(b)
Proposed cash distribution of approximately RM246 million arising from the proceeds from the Proposed Disposals of MIP shares and HCB Assets to all the shareholders of HCB by way of cancellation of the entire new ordinary shares pursuant to the Proposed Bonus Issue (“Proposed Cash Distribution”).





Proposed Subscription And Proposed Acquisition 

The following approvals have been obtained :-



(i)
the approval of the ministry of International Trade and Industry was obtained on 6     September 2002;



(ii)
the approval of the Securities Commission was obtained on 26 September 2002;



(iii)
the approval of the shareholders of ASSB was obtained on 23 May 2002, and



(iv)
the approvals of the stockholders/shareholders of HIMB and HCB were obtained on 18 December 2002.





The Proposed Subscription and Proposed Acquisition will be completed on 28 February 2003.





Proposed Bonus Issue/Proposed Cash Distribution

The Securities Commission ("SC") via its letter dated 26 September 2002 approved the  Proposed Bonus Issue.  However, in respect of the Proposed Cash Distribution, the SC informed that the said proposal would not be considered until a proposal is submitted to the SC detailing HCB's plan to comply with the required level of operation in accordance with Practice Note 10 of the KLSE's Listing Requirements. 

Aseambankers Malaysia Berhad, on behalf of HCB had, on 11 October 2002, submitted an appeal to the SC in respect of its decision on the Proposed Cash Distribution and was rejected by the SC via its letter dated 19 November 2002.

In view of this, HCB has decided to put the Proposed Bonus Issue and Proposed Cash Distribution on hold until such time that the SC approves the Company's proposal on the new assets/business to be injected into HCB as well as the Proposed Cash Distribution.




(III)
Commerce International Merchant Bankers Berhad, on behalf of the Company, had on 18 June 2002, announced the Company’s proposed amendments and thereafter adoption of the amended and restated Bye-Laws of the Executive Stock Option Scheme (“ESOS”) and the proposed extension of the duration of the ESOS for an additional period of five (5) years (“Proposals”).

The Securities Commission had, on 19 August 2002, confirmed that the Proposals do not require prior approval of the SC.

The approvals from the grantees of the ESOS options and stockholders of the Company for the Proposals have been obtained on 12 November 2002.



(B)
Status of utilisation of proceeds raised from corporate proposals




Description
Approved Utilisation

RM’000
Actual Utilisation

As at                    18 February 2003

RM’000


Renounceable Rights Issue of 249,378,630 new ordinary stock units of RM1.00 each at an issue price of RM2.00 per new ordinary stock unit for :-





(i)
The acquisition of SSB
132,320
132,320


(ii)
The repayment of ECB
361,437
361,437


(iii)
Expenses in relation to the Right Issue, Bonus Issue, Capital Distribution and Acquisition

5,000
5,000




498,757
498,757




21.
Group’s borrowings and debt securities

Particulars of  the Group’s borrowings as at 31 December 2002 are as follows :-






RM’000


(i)
Unsecured short term borrowings
190,872


(ii)
Unsecured long term borrowings
107,875




298,747







None of the above borrowing is denominated in foreign currency.




22.
Off  balance sheet risk financial instruments



Derivative financial instruments are used to reduce exposure to fluctuations in foreign exchange rates  and interest rates. While these are subject to the risk of market rates changing subsequent to acquisition, such changes are generally offset by opposite effects on the items being hedged.




Financial instruments are viewed as risk management tools by the Group and are not used for trading or speculative purposes.




The Off Balance Sheet Risk Financial Instruments balance as at 18 February 2003 are as follow :






Contract amount (RM’000)





· Foreign exchange forward contracts
35,652






The above contracts are maturing within a period of 6 months.




Gain and losses on foreign exchange are recognised as income and expense upon realisation.

  




23.
Changes in material litigation

There is no material litigation as at the date of this report. 


24.
Dividend

The Board has declared an interim gross dividend of 10 sen per stock unit less tax for the six months ended 31 December 2002 of the financial year 2002/2003 (6 months ended 31 December 2001 of the financial year 2001/2002: 6.0 sen per stock unit tax exempt) to be paid on 31 March 2003 to holders of ordinary stocks whose names appear in the Record of Depositors at the close of business on 18 March 2003.

This is to inform that a Depositor shall qualify for the entitlement only in respect of :-

(a) Stocks transferred into the Depositor’s securities account before 4.00 p.m. on 18 March 2003 in respect of transfers; and

(b) Stocks bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.



25.
Earnings per share
Basic earnings per ordinary stock unit 

The calculation of basic earnings per ordinary stock unit is based on the net profit attributable to ordinary stockholders of RM19,571,000 and the weighted average number of ordinary stock units outstanding during the quarter of  193,358,793 calculated as follows: 





’000


Issued ordinary stock units  at beginning of the quarter

Effect of ordinary stocks units issued/cancelled during the quarter


249,379

      (56,020)


Weighted average number of ordinary stock units
193,359


Diluted earnings per stock unit


The calculation of diluted earnings per ordinary stock unit is based on the net profit attributable to ordinary stockholders of RM19,571,000 and the weighted average number of ordinary stock units (diluted) outstanding during the quarter of  193,684,808 calculated as follows:





’000


Weighted average number of ordinary stock units

Effect of Executive Stock Option Scheme


193,359

326


Weighted average number of ordinary stock units (diluted)
193,685

By Order of the Board

Hume Industries (Malaysia) Berhad

Queek Chai Choo

Company Secretary

Kuala Lumpur

24 February 2003
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