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SISTEM TELEVISYEN MALAYSIA BERHAD (T 106645)

 (Incorporated in Malaysia)

FINANCIAL RESULTS FOR THE SECOND QUARTER ENDED 28 FEBRUARY 2003



The Board of Directors of Sistem Televisyen Malaysia Berhad is pleased to announce the unaudited results of the Group for the second quarter ended 28 February 2003.



This interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 August 2002.





CONDENSED CONSOLIDATED INCOME STATEMENT



��SECOND QUARTER��CUMULATIVE QUARTER���NOTE� CURRENT  �� PRECEDING YEAR �� CURRENT �� PRECEDING YEAR ���� YEAR  �� CORRESPONDING �� YEAR �� CORRESPONDING ���� QUARTER �� QUARTER �� TO DATE �� PERIOD ���� 28.02.2003 �� 28.02.2002 �� 28.02.2003 �� 28.02.2002 ���� RM'000 �� RM'000 �� RM'000 �� RM'000 ������������Revenue�2�            57,433 ��                52,213 ��              122,527 ��              117,103 ������������Operating expenses�3�        (62,843)��           (52,146)��            (121,900)��     (108,970)������������Other operating income��           1,912 ��             3,766 ��                  4,697 ��                6,040 ���� �� �� �� ��Profit from operations��        (3,498)��            3,833 ��                  5,324 ��              14,173 ������������Finance costs��             (9,243)��         (9,315)��              (18,118)��         (19,020)������������Share of associates��                            -   ��            -   ��                          -   ��                       -   ���� �� �� �� ��Loss before tax�2�         (12,741)��         (5,482)��              (12,794)��              (4,847)������������Taxation�4�                  (3)��                (2)��                (1,604)��             (2,048)���� �� �� �� ��Profit/ (Loss) after tax��      (12,744)��        (5,484)��              (14,398)��               (6,895)������������Minority interests��                43 ��         50 ��                       74 ��                   103 ������������Net profit/(loss) for the period��         (12,701)��        (5,434)��              (14,324)��               (6,791)������������������������ sen �� sen �� sen �� sen ��Earnings per share����������    - Basic�13�            (7.46)��               (3.19)��                  (8.41)��                  (3.99)��    - Diluted��                            -   ��                        -   ��                          -   ��                      -   ������������



The unaudited Condensed Income Statement should be read in conjunction with the annual financial statements for the year ended 31 August 2002.
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CONDENSED CONSOLIDATED BALANCE SHEET



��� AS AT �� AS AT ����NOTE� 28.02.2003 �� 31.08.2002 ����� RM'000 �� RM'000 ���������Non Current Assets�������Property, plant and equipment��                    229,166 ��                    240,107 ���Other investments��                        2,835 ��                         2,835 ���Associated company��                           331 ��                            396 ���Prepaid expenditure��                        4,103 ��                         4,245 ���Intangible assets��                      41,450 ��                      39,458 ���Trade receivables��                      14,745 ��                      14,745 �����                    292,630 ��                    301,785 ���������Current Assets�������Inventories��                        1,594 ��                         2,196 ���Receivables, deposits and prepayments��                      85,145 ��                    107,875 ���Deposits, bank and cash balances��                      88,255 ��                      75,221 �����                    174,994 ��                    185,292 ���������Less:������Current Liabilities�������Trade and other payables��                    310,686 ��                    310,588 ���Amount due to an associated company��                           739 ��                            819 ���Overdraft and short term borrowings��                    447,360 ��                    437,501 ���Taxation��                      20,632 ��                      25,005 �����                    779,417 ��                    773,913 ���������Net Current Liabilities��                  (604,423)��                  (588,621)���������Less:������Non Current Liabilities�������Bank borrowings��                      50,134 ��                      60,694 ���Other long term liabilities��                        6,664 ��                         6,664 �����                      56,798 ��                      67,358 �����                  (368,591)��                  (354,194)���������Capital and Reserves�������Share capital��                    170,318 ��                    170,318 ���Reserves��                  (541,562)��                  (527,238)���Shareholders' equity��                  (371,244)��                  (356,920)���Minority interests��                        2,653 ��                         2,726 �����                  (368,591)��                  (354,194)���������



The unaudited condensed Consolidated Balance Sheet should be read in conjunction with the annual financial statements for the year ended 31 August 2002.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE QUARTER ENDED 28 FEBRUARY 2003



�Issued and fully paid�������������ordinary shares of RM1 each��                  Non – distributable                    ������������������������������ Exchange ������� Number of �� Nominal �� Share �� Revaluation  �� fluctuation �� Accumulated ����� shares �� value �� premium �� reserves �� reserve �� losses  �� Total ��� '000 �� RM'000 �� RM'000 �� RM'000 �� RM'000 �� RM'000 �� RM'000 �����������������6 month period ended 28 February 2003:���������������At 1 September 2002�           170,318 ��    170,318 ��    2,264 ��              2,513 ��   (1,117)�� (530,898)��     (356,920)��Net loss for the 6 month period�                      -   ��            -   ��                    -   ��                      -   ��                    -   ��    (14,324)��       (14,324)�����������������At 28 February 2003�           170,318 ��     170,318 ��    2,264 ��           2,513 ��   (1,117)�� (545,222)��     (371,244)��������������������������������6 month period ended 28 February 2002:���������������At 1 September 2001�           170,318 ��   170,318 ��      2,264 ��      2,513 ��   (1,117)��(514,001)��     (340,023)��Net loss for the 6 month period�                      -   ��         -   ��                    -   ��                      -   ��                    -   ��    (6,791)��          (6,791)�����������������At 28 February 2002�           170,318 ��170,318 ��     2,264 ��    2,513 ��    (1,117)�� (520,792)��     (346,814)�����������������



The unaudited Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the annual financial statements for the year ended 31 August 2002.
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CONDENSED CASH FLOW STATEMENT

FOR THE QUARTER ENDED 28 FEBRUARY 2003





��� QUARTER ����� ENDED ����NOTE� 28.02.2003 ����� RM'000 �������Cash flow from operating activities�����Cash flows generated from operations��                21,181 ���Income tax paid��                (5,977)���Net cash flow from operating activities��                15,204 �������Cash flow from investing activities�����Purchase of property, plant & equipment��                (2,184)���Interest received��                     776 ���Dividends received��                     214 ���Net cash flow from investing activities��                (1,194)�������Cash flow from financing activities�����Advance from Associated company��                      (15)���Repayment of Hire Purchase��(1,664)���Net cash flow from financing activities��(1,679)������������Net increase in cash and cash equivalents during the financial year��12,331��Cash and cash equivalents at beginning of period��55,684��Cash and cash equivalents at end of period�12�68,015�������



There are no comparative figures for the preceding financial period ended 28 February 2003 as this is the Group’s first year of implementation of MASB 26 “Interim Financial Reporting”.



The unaudited Condensed Cashflow Statement should be read in conjunction with the annual financial statements for the year ended 31 August 2002.
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NOTES TO THE FINANCIAL INFORMATION





BASIS OF PREPARATION

This interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s annual financial statements for the year ended 31 August 2002.



The accounting policies and methods of computation adopted in the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 August 2002. 





2.	SEGMENTAL REPORTING 

	The Group is organised on a worldwide basis based on four geographical locations:



Malaysia

Republic of Ghana

British Virgin Island

Hong Kong





Analysis by geographical location is as follows:



��� PROFIT/(LOSS) �� TOTAL ASSETS ��� REVENUE �� BEFORE TAX �� EMPLOYED ��� CUMULATIVE �� CUMULATIVE �� AS AT END OF ��� QUARTER �� QUARTER ��QUARTER ��� ENDED �� ENDED �� ENDED  ��� 28.02.2003 �� 28.02.2003 �� 28.02.2003 ��� RM'000 �� RM'000 �� RM'000 ���������Malaysia�            118,541 ��                (11,283)��        433,777 ��Republic of Ghana�                3,986 ��                  (1,511)��          31,794 ��British Virgin Island�                         - ��                            - ��          2,050 ��Hong Kong�                         - ��                            - ��                 3 ���            122,527 ��                (12,794)��      467,624 ���������





��� PROFIT/(LOSS) �� TOTAL ASSETS ��� REVENUE �� BEFORE TAX �� EMPLOYED ��� CUMULATIVE �� CUMULATIVE �� AS AT END OF ��� QUARTER �� QUARTER ��QUARTER ��� ENDED �� ENDED �� ENDED  ��� 28.02.2002 �� 28.02.2002 �� 28.02.2002 ��� RM'000 �� RM'000 �� RM'000 ���������Malaysia�            113,620 ��             66 ��       456,167 ��Republic of Ghana�                3,483 ��         (4,913)��      29,786 ��British Virgin Island�               - ��                 - ��   2,057 ��Hong Kong�            - ��         - ��              - ���            117,103 ��   (4,847)��  488,010 ���������



	The Group operates primarily within one industry, being commercial television broadcasting.
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3.	OPERATING EXPENSES

	The marked increase in the Group’s operating expenses was due to the higher programming costs and the aggressive promotional campaigns incurred by the Company as part of its strategy to increase the Station’s viewership ratings as well as a non recurring expense of RM5.0 million being the separation settlement made to the Group’s former employees following the Voluntary Separation Scheme exercise in January 2003.





4.	TAXATION



��SECOND QUARTER��CUMULATIVE QUARTER���� CURRENT  �� PRECEDING YEAR ��  CURRENT  �� PRECEDING YEAR ���� YEAR �� CORRESPONDING �� YEAR �� CORRESPONDING ���� QUARTER �� QUARTER �� TO DATE �� PERIOD ���� 28.02.2003 �� 28.02.2002 �� 28.02.2003 �� 28.02.2002 ���� RM'000 �� RM'000 �� RM'000 �� RM'000 ������������ In respect of the current period: ���������� Malaysian income tax �                         3 ��                              2 ��               1,604 ��                      2,048 ���� �� �� �� ����                         3 ��                              2 ��               1,604 ��                      2,048 ��



The Group effective tax rate for the quarter is higher than the statutory tax rate prevailing in Malaysia as the profit of the Company and certain subsidiaries are not available for set-off against losses of certain subsidiaries as group relief is not available. Furthermore, certain expenses were not deductible for tax purposes of which the Company is appealing to the Inland Revenue Board.





5.	SALE OF UNQUOTED INVESTMENT AND/OR PROPERTIES

	There is no sale of unquoted investment or properties included in the financial period under review.





6.	PURCHASE OR SALE OF QUOTED SECURITIES

(a)	There is no purchase or sale of quoted securities by the Group during the financial period under review.



Investment in quoted securities are as follows:





�AS AT 

28.02.2003

RM’000��AS AT 

31.08.2002

RM’000�������At cost�5,498��5,498�������At carrying value�2,630��2,630�������At market value�2,304��2,624��



7.	GROUP BORROWINGS AND DEBT SECURITIES

	a) The tenure of the Group’s borrowings classified as short and long term are as follows:



��AS AT��AS AT���� 28.02.2003 �� 31.08.2002 ���� RM'000 �� RM'000 ��������Short Term�- unsecured�    447,360 ��  437,501 ��Long Term�- unsecured�    50,134 ��    60,694 ���� 497,494 ��  498,195 ��



	b) Foreign borrowings in Ringgit equivalent are as follows:



��AS AT�� AS AT ���� 28.02.2003 �� 31.08.2002 ���� RM'000 �� RM'000 ��US Dollar������Short Term�- unsecured� 46,720 ��  46,720 ���� 46,720 ��46,720 ��

8.	OFF BALANCE SHEET FINANCIAL INSTRUMENTS

	There is no financial instrument with off balance sheet risk issued by the Group as at the date of this report.





9.	CHANGES IN MATERIAL LITIGATION

A total claim of RM160.0 million for defamation action was brought against the Group for words mentioned during the news programmes and RM28.5 million for other legal actions. However, the Directors have been advised that the claims have no merit and are unlikely to succeed.





10.	CONTINGENT LIABILITIES 

	There is no contingent liability to the Group as at the date of this report except for late penalty charges by the relevant authorities of approximately RM19.1 million (financial year ended 31 August 2002: RM17.1 million) that may be imposed on the Group for late settlement of payments. The Directors have been advised that it is unlikely that the said penalty charges will be imposed as the relevant authorities have previously confirmed that the settlement of payments would be effected through the Group’s Debt Restructuring Scheme.





11.	DIVIDEND

The Directors do not recommend any dividend for the financial period under review.





12.	CASH AND CASH EQUIVALENTS

	Details of cash and cash equivalents are as follows:



�� As at ���� 28.02.2003 ���� RM'000 ��Cash and bank balances��           25,545 ������Deposits with licensed financial institutions :����  Deposits with licensed banks��           28,527 ��  Deposits with licensed finance companies��           34,183 ����           62,710 ��Deposits, cash and bank balances��           88,255 ��Less :����Restricted deposits :����  Deposits with licensed bank��               (553)��  Deposits with licensed finance company��               (851)����            (1,404)����           86,851 ��Less :����Bank overdrafts��          (18,836)����           68,015 ��



13.	LOSS PER SHARE

The Group’s basic loss per share is calculated as follows:



�SECOND QUARTER��CUMULATIVE QUARTER��� CURRENT  �� PRECEDING YEAR ��CURRENT�� PRECEDING YEAR ��� YEAR  �� CORRESPONDING �� YEAR �� CORRESPONDING ��� QUARTER �� QUARTER �� TO DATE �� PERIOD ��� 28.02.2003 �� 28.02.2002 �� 28.02.2003 �� 28.02.2002 ��� RM'000 �� RM'000 �� RM'000 �� RM'000 �����������Loss after taxation & minority interest� (12,701)��              (5,434)�� (14,324)��             (6,791)��Number of ordinary shares in issue�     170,318 ��         170,318 ��170,318 ��        170,318 ��Loss per share (Basic) - sen�(7.46)��(3.19)��(8.41)��(3.99)��



14.	CAPITAL COMMITMENTS

Capital commitments not provided for in the financial statements as at 28 February 2003 are as follows:



� RM'000 ��Approved but not contracted���  -property, plant & equipment�1,310 ��

MANAGEMENT COMMENTARY





REVIEW OF PERFORMANCE



For the 6 months period ended 28 February 2003, the Group’s revenue increased by 5% from RM117.1 million to RM122.5 million. This result was achieved amidst a contraction of RM2.4 million or 0.5% in the country’s total television advertising expenditure (ADEX) as compared to RM443.6 million registered in the previous corresponding period (Source : AC Nielsen).



During the period under review, TV3 continued to maintain its leadership position in the industry by garnering 51% share of ADEX and 45% share of viewership compared to the previous corresponding period of 48% and 40% respectively (Source: AC Nielsen). The viewership increase is mainly attributed to the aggressive advertising and promotional campaigns of the Station’s programmes.



However, the Group registered a loss before tax of RM12.8 million compared to the loss before tax of RM4.8 million recorded in the previous corresponding period. The loss before tax was mainly contributed by the higher programming and advertising and promotions costs incurred by the Company as part of the strategy to increase viewership and ratings. In addition, the Group incurred non-recurring expense of RM5.0 million due to the separation settlement made to the former employees of the Group following the Voluntary Separation Scheme exercise in January 2003.





CURRENT YEAR PROSPECT



The market environment is expected to remain difficult given the current global geopolitical uncertainty affecting domestic advertising spending. However, TV3 is optimistic that it can maintain its industry leadership position through continued investment in content and brand and improve profitability..



Further, the financial position of the Group is expected to improve upon the completion of the Corporate Proposal, aimed at addressing the high gearing position of the Group.



Accordingly, the Board of Directors are confident  that the Group’s earnings will improve upon the completion of this exercise.





STATUS OF CORPORATE PROPOSAL



Proposed Debt Restructuring Exercise





TV3  has obtained approval from its shareholders for the Proposed Corporate Restructuring Scheme and the Proposed TV3 Scheme of Arrangement pursuant to Section 176 of the Companies Act, 1965 (“CDRC Scheme”) on 28 February 2003 at the respective Extraordinary General Meeting and High Court of Malaya (“Court”) Convened Meeting   held on the same date.



The Court’s approval on the CDRC Scheme was obtained on 20 March 2003.



An announcement to the Kuala Lumpur Stock Exchange on the notice of book closure for the TV3 Scheme of Arrangement was made by AmMerchant Bank Berhad on 15 April 2003 on behalf of the Company.   An  Information Circular on the notice of book closure and share recall for the TV3 Scheme of Arrangement  was despatched to  the Shareholders of TV3 on 16 April 2003.











BY ORDER OF THE BOARD

















MOHD NOOR RAHIM YAHAYA

YUSLIZAL MONEK

COMPANY SECRETARIES
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