NOTES

Note 1 - Accounting Policies

The interim financial statement has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Kuala Lumpur Stock Exchange.  The accounting policies and methods of computation in the interim financial statements are consistent with the annual financial statement for the year ended 31st December 2001.

During the year, the Group changed its accounting policies to comply with the following MASBs:-

1) Revenue includes excise duty but excludes sales tax and service tax (MASB 9).

2) Interest expense of the Financial Services Segment was reported as part of its operating expenses instead of as part of finance costs (MASB 22).

3) Dividends proposed or declared after the balance sheet date were not recognised as a liability at the balance sheet date (MASB 19). 

Accordingly, proposed dividends have not been shown as a liability in the Balance Sheet, and where applicable, all comparative revenue and finance costs figures have been restated to be consistent with the above accounting policies.  

Note 2 - Audit Qualification

The audit report in respect of the annual financial statement for the year ended 31st December 2001 was not qualified.

Note 3 - Seasonal or Cyclical Factors

The Group is principally engaged in:-

a) import, assembly and marketing of passenger and commercial vehicles and related   spares and manufacturing of original/replacement automotive parts; and

b) trading of a wide range of light and heavy equipment including related spares for use in the industrial, construction, agricultural sectors and providing support services to the oil and gas industry. 

The Group’s products and services are generally dependent on the Malaysian economy, local and global demand and consumer confidence. 

Note 4 - Exceptional Items

The exceptional items for the year were as follows:- 

a) there was a write-down of inventories to net realisable value of RM18.6 million.

b) there was a waiver of trade debt owing by a subsidiary of the Group resulting in a write-back of RM12.5 million.

Other than the above, there were no unusual items affecting assets, liabilities, equity, net income, or cash flows.

Note 5 - Accounting Estimates
There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the current interim period.
Note 6 - Issuance or Repayment of Debt and Equity Securities

There were no issuances and repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the year ended 31st December 2002.  

During the year ended 31st December 2002, the issued and paid-up capital of the Company was increased from RM270,026,040 to RM275,524,890 as a result of the exercise and allotment of 5,211,000 option shares of RM1.00 each at an option price of RM4.87 per share and the conversion of 287,850 warrants of RM1.00 each at an exercise price of RM6.00 per share.  Total number of unexercised share options as at 31st December 2002 was 1,463,000. 

The number of warrants outstanding as at 31st December 2002 was 27,854,449 (as at 31st December 2001 - 28,142,299 warrants).  Each warrant entitles the holder the right to subscribe for one new share of RM1.00 each in the Company at an exercise price of RM6.00 per share.

At the date of this report, 90,000 option shares were allotted subsequent to 31st December 2002.  After taking into account these new shares, the paid-up capital of the Company was increased to RM275,614,890.

Note 7 - Dividends Paid

a) A final dividend of 10.0 sen per share less 28% income tax amounting to RM19,807,308 for the year ended 31st December 2001 was paid on 19th August 2002. 
b) An interim dividend of 10.0 sen per share less 28% income tax amounting to RM19,825,484 for the financial year ended 31st December 2002  was paid on 31st       October 2002.  
Note 8 - Segmental Reporting
	 
	Year Ended 31st December 2002

	Business Segment
	Segment Revenue

RM’000
	Segment Result

RM’000

	Automotive
	3,059,288
	293,817

	Equipment 
	600,839
	16,135

	Manufacturing & Engineering
	247,973
	34,441 

	Oil & Gas
	13,396
	566

	Financial Services 
	30,604
	11,297

	Others & Unallocated Corporate Expenses
	30,284
	(25,213)

	Elimination
	(43,096)
	(3,525)

	Consolidated Total 
	3,939,288
	327,518


Note 9 - Valuation of Property, Plant and Equipment

Land and buildings of the Group have not been revalued since some of them were first revalued in 1979, 1984 and 1985.  There was no revaluation of land and buildings during the period under review.  As permitted under the transitional provisions of International Accounting Standard No.16 (Revised) : Property, Plant and Equipment adopted by the Malaysian Accounting Standard Board, these assets are stated at their respective valuation less accumulated depreciation. 

Note 10 - Subsequent Material Events
There has not arisen in the interval between the end of 2002 and the date of this announcement, any item, transaction or event of a material and unusual nature likely in the opinion of the Directors, to affect substantially the results of the operations of the Group for the quarter ended 31st December 2002 in respect of which this announcement is made.

Note 11 - Changes in Composition/Group

During the quarter ended 31st December 2002, the following changes in the composition of the Group took place:-

a) On 1st November 2002, UMW Corporation Sdn. Bhd. (“UMWC”) obtained a certificate of approval from Tianjin Administration for Industry and Commerce on the incorporation of a wholly-owned foreign enterprise in China, known as UMW Oilfield Services (Tianjin) Co., Limited (“UMW Oilfield”).  The paid-up capital of UMW Oilfield is US$2.0 million of par value US$1.00 each, presently fully owned by UMWC.  UMW Oilfield is expected to commence operations in the second quarter of 2003.  The primary business of UMW Oilfield is to manufacture, process and assemble equipment and components parts and to provide support services to the oil and gas industry.

b) On 14th November 2002, Beijing Aiqing Sweeper Manufacturing Co., Ltd., (“Beijing Aiqing”), a 52%-owned subsidiary incorporated in the People’s Republic of China, held through UMW Equipment & Engineering Pte. Ltd., a wholly-owned subsidiary incorporated in the Republic of Singapore, received notification of approval from the Beijing Foreign Economic and Trade Committee to commence the process of winding-up of Beijing Aiqing’s operations.

c) On 4th December 2002, UMW Corporation Sdn. Bhd. (“UMWC”) obtained a certificate of approval from Shanghai Industry and Commerce Executive Management Bureau, Pudong Bureau, Shanghai, China, on the incorporation of a wholly-owned foreign enterprise in China, known as UMW Industrial Trading  (Shanghai) Co. Ltd. (“UMW Shanghai”).  The paid-up capital of UMW Shanghai is US$500,000 of par value US$1.00 each, fully owned by UMWC.  The main business of UMW Shanghai is to market Toyota industrial equipment, Aerex and other airport ground support equipment and environmental products including Elgin sweepers in China.

d) The financial statements of the following subsidiaries which were put under member’s voluntary liquidation or de-registered were not consolidated:- 

1) UMW Industries Pte. Ltd.

2) UMW Industries (Philippines) Inc.

3) UMW Orient Sdn. Berhad

4) Alam Jernih Sdn. Bhd.

5) Malaysian Electric Vehicles Sdn. Bhd.

6) UMW Construction Sdn. Bhd.

7) UMW Environmental Services Sdn. Bhd..

Note 12 - Contingent Liabilities and Contingent Assets

There were no material changes in contingent liabilities or contingent assets since 31st December 2001.

Note 13 - Commitments

These are in respect of capital commitments:-

	
	RM’000
	
	RM’000

	Approved and contracted for:

   Buildings

   Equipment, plant & machinery

   Others 

Approved but not contracted for:

   Buildings

   Equipment, plant & machinery

   Others
	37,290

15,258

360

77,721

23,052

3,949
	
	52,908

104,722

	Total
	
	
	157,630


Note 14 - Significant Related Party Transactions

	No.
	UMW & Its Subsidiaries
	Transacting

Parties
	Relationship
	Nature of

Transaction
	RM’000

	1)
	UMW Auto Parts Sdn. Bhd.
	Perodua Group
	Associated Company
	Sale of Filters
	9,970

	2)
	Kayaba (Malaysia) Sdn. Bhd.
	Perodua Group
	Associated Company
	Sale of Shock Absorbers
	14,247

	3)
	Automotive Industries Sendirian Berhad
	Perodua Group
	Associated Company
	Sale of 

Exhaust Systems
	18,073

	4)
	UMW Auto Parts Sdn. Bhd.
	UMW Pennzoil

Distributors Sdn. Bhd.
	Associated Company
	Purchase of

Lubricants
	21,055

	5)
	UMW Toyota Motor Sdn. Bhd. 

and its subsidiaries
	Toyota Motor Corporation, Japan and its subsidiaries
	Corporate Shareholders of UMW Toyota Motor Sdn. Bhd.
	Sale of Goods and Services 

Purchase of Goods and Services 
	210,541

987,325

	6)
	Kayaba (Malaysia) Sdn. Bhd.

and its subsidiary
	Kayaba Industry Co., Ltd., Japan and its subsidiaries

Toyota Tsusho (Malaysia) Sdn. Bhd.
	Corporate Shareholders of Kayaba (Malaysia) Sdn. Bhd.

Corporate Shareholder of Kayaba (Malaysia) Sdn. Bhd.


	Purchase of Fixed Assets

Sale of Goods

and Services

Purchase of Goods and Services

Sale of Goods and Services 
	181

1,309

22,812

437


Note 15 - Review of Performance
Group revenue of RM1,060.8 million for the fourth quarter ended 31st December 2002 reflected an increase of 18.5% over the RM895.2 million registered in the preceding year’s corresponding quarter.  However, the Group recorded a lower profit before taxation of RM99.6 million compared to RM113.0 million achieved in the preceding corresponding quarter, a decrease of 11.9%.  The reduction in group profit before tax for the current quarter was due to lower share of profit from associated companies.

Group revenue for the year ended 31st December 2002 was RM3,939.3 million as compared with RM3,197.3 million for the year ended 31st December 2001, an increase of 23.2%.  Group profit before taxation for the year ended 31st December 2002 was RM461.6 million, which was a 24.4% increase over the RM371.2 million registered in the year ended 31st December 2001.  

This increase was mainly due to contributions from higher vehicle sales, higher original/ replacement automotive parts sales and stable margins.  Total industry volume for vehicle sales for the year ended 31st December 2002 was 434,954 units as reported by the Malaysian Automotive Association (MAA).  This volume reflected an increase of 9.7% as compared to the MAA figures of 396,381 units sold for the year ended 31st December 2001.  

Note 16 - Comparison with Preceding Quarter’s Results

Group turnover of RM1, 060.8 million for the fourth quarter ended 31st December 2002 was 3.9% lower than the third quarter turnover of RM1,104.3 million.  The Group’s profit before taxation of RM99.6 million for the fourth quarter ended 31st December 2002 was lower as compared with RM145.6 million in the preceding quarter ended 30th September 2002, a decrease of 31.6%.  The lower profit was attributed to lower vehicle sales, particularly in the month of December, which was expected, strengthening of Japanese Yen and costs associated with restructuring and consolidation of some companies within the Group.
Note 17 - Current Prospects

The Group expects 2003 to be more challenging, due to the global and economic uncertainties that are likely to have some impact on consumer confidence and foreign exchange rates that could affect the Group’s importation of materials.  The Group will continue with its on-going measures of mitigating currency fluctuations through hedging of imports, optimising costs through improved productivity, and multi-sourcing of components.  The measures adopted are expected to ensure that the companies in the Group will remain competitive and achieve satisfactory results for the year.

In addition, the Group’s automotive divisions are actively implementing appropriate measures towards meeting the post-AFTA environment commencing 2005.

Note 18 - Variance from Profit Forecast and Profit Guarantee

This is not applicable to the Group.
Note 19 - Taxation
	
	Current Quarter

RM’000
	Year Ended

31st December 2002

 RM’000

	Current year’s provision 
	21,199 
	               93,267

	Add/(Less) : Under/(Over) provision in prior years
	         (1,109)
	(1,098)

	
	20,090
	92,169

	Share of taxation of associated companies
	2,278
	26,905

	
	22,368
	119,074

	Provision for deferred taxation
	         797
	797

	TOTAL
	23,165
	119,871


The effective tax rates for the current quarter and for the year ended 31st December 2002 are 23.8% and 26.1%, respectively.  The effective tax rates are lower than the statutory tax rate primarily due to the utilisation of reinvestment allowances currently enjoyed by subsidiaries and associated companies within the Motor Group and the availability of unabsorbed losses in some subsidiaries. 

Note 20 - Profit on Sales of Investment and/or Properties
There was no sale of investment or properties for the quarter ended 31st December 2002.

For the year ended 31st December 2002, the Group registered a net profit from sales of properties of RM276,000.  There was no sale of investment for the year ended 31st December 2002.

Note 21 - Purchase or Disposal of Quoted Securities

a) There were no purchases or disposals of quoted securities for the year ended 31st December 2002.

b) As at 31st December 2002, investments in quoted securities which were quoted outside Malaysia held as long term investments were as follows:-

	
	RM’000

	At cost
	2,139

	Provision for diminution in value
	(1,544)

	At net book value
	595

	Market value as at 31st December 2002
	595


Note 22 - Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this announcement.

Note 23 - Group Borrowings and Debt Securities

	
	
	RM’000
	
	RM’000
	
	USD’000

	a)
Short term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Short term loans & trade facilities
	
	
	
	53,216
	
	-

	

Portion of long term loans payable 



within 12 months                       
	
	
	
	20,840
	
	-

	
	
	
	
	74,056
	
	-

	
-
Secured
	
	
	
	
	
	

	

Short term loans
	
	
	
	2,813
	
	710

	

Portion of long term loans payable   



within 12 months                                 
	
	
	
	19,200
	
	-   

	
	
	
	
	96,069
	
	710

	b)
Long term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Long term loans
	
	 117,840
	
	
	
	

	

Portion of long term loans payable



within 12 months                                
	
	(20,840)
	
	97,000
	
	

	
-
Secured
	
	
	
	
	
	

	

Long term loans
	
	  66,234
	
	
	
	

	

Portion of long term loans payable



within 12 months                                 
	
	(19,200)
	
	47,034
	
	

	
	
	
	
	144,034
	
	


Note 24 - Financial Instruments
a)
Interest Rate Swaps

As at the date of this announcement, the Group had entered into an interest rate swap contract to hedge its interest cost.  This was done by swapping its floating interest rates arising from its floating interest rate borrowings with a fixed interest rate.

The swap contract was entered into with a licensed financial institution.  The notional principal amount of the interest rate swap amounted to RM25.0 million, with a fixed interest rate of 5.6% per annum.  The settlement amount, which is the difference between the fixed rate and the floating rates is accrued in the accounts over the periods of the contracts.

Interest swap contracts are used to hedge the floating interest rates of our borrowings against unfavourable market movement.  This instrument is not used for speculative purposes and, besides a small fee, there are no other cash requirements for the contract.

b)
Foreign Currency Contracts 

As at 20th February 2003, the Group had entered into the following outstanding foreign currency contracts to hedge its committed purchases in foreign currencies:-

	
	Currency
	Contract 

Amounts

‘000
	Equivalent 

Amount in 

RM‘000
	Expiry Dates

	
	J¥
	2,452,776
	78,021
	27/02/2003 - 29/07/2003

	
	EURO
	983
	3,831
	28/02/2003 - 15/07/2003

	
	Swedish Krone
	4,445
	1,913
	28/02/2003 - 27/06/2003

	
	Sterling Pound
	736
	4,374
	07/03/2003 - 25/07/2003

	 
	SGD
	435
	  950
	28/02/2003


As foreign currency contracts are entered into to hedge the Group’s purchases in foreign currencies, the contracted rates will be used to convert the foreign currency amounts into Ringgit Malaysia.

These contracts are short-term in nature and as such, we do not calculate the difference between the contracted rates and the spot rates and therefore do not take up the difference in the income statement for the current interim period.
Forward foreign exchange contracts are used to cover confirmed foreign currency payments or receipts of the Group.  The maturity period for each contract depends on the terms of payments or receipts agreed with our suppliers or customers.  This method of hedging mitigates the Group from market or other risks such that the values of the underlying liabilities or assets are preserved.  Besides a small fee, there are no other cash requirements for these contracts.
Note 25 - Material Litigation
There was no material litigation pending on the date of this announcement.

Note 26 - Dividend

a) The Board is pleased to recommend a final gross dividend of 17.5 sen per share less 28% tax amounting to RM34,716,136 for the year ended 31st December 2002 (2001 – 10.0 sen per share less 28% tax) to be paid on a date to be announced later.

b) The annual gross dividend per share for the year ended 31st December 2002 would be 27.5 sen per share less 28% tax (2001 – 20.0 sen per share less 28% tax).

Note 27 - Earnings Per Share
Basic earnings per share is calculated by dividing the net profit attributable to the shareholders of RM220,387,000 by the weighted average number of ordinary shares in issue as at 31st December  2002 of  274,422,003 shares. 

Diluted earnings per share is calculated by dividing the adjusted net profit attributable to the shareholders of RM220,387,000 by the adjusted weighted average number of ordinary shares in issue and issuable of 282,742,394 shares.

	
	No. of Shares of

RM1.00 Each

	Weighted average number of shares as at 31/12/2002
	274,422,003

	Add :  Dilutive ESOS
	       601,688

	Add :  Dilutive warrants 
	    7,718,703

	Adjusted weighted average number of shares 
	282,742,394


By Order Of The Board

SUSEELA MENON

Secretary (MAICSA 7028386)

Shah Alam

25th February 2003
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