NOTES

Note 1 - Accounting Policies

The interim financial statements have been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Kuala Lumpur Stock Exchange. The accounting policies and methods of computation in the interim financial statements are consistent with the annual financial statements for the year ended 31st December 2002.

For the comparative quarter ended 31st March 2002, interest expense of the Financial Services Segment has been reclassified from finance costs to operating expenses so as to be consistent with the annual financial statements for the year ended 31st December 2002.

Note 2 - Audit Qualification

The audit report in respect of the annual financial statements for the year ended 31st December 2002 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 and manufacturing 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 

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 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 quarter ended 31st March 2003.  

During the quarter ended 31st March 2003, the issued and paid-up capital of the Company was increased from RM275,524,890 to RM275,635,890 as a result of the exercise and allotment of 111,000 option shares of par value RM1.00 each at an option price of RM4.87 per share. Total number of unexercised share options as at 31st March 2003 was 1,342,000.

The number of warrants outstanding as at 31st March 2003 was 27,854,449 (as at 31st December 2002 - 27,854,449 warrants).  Each warrant entitles the holder the right to subscribe for one new share of par value RM1.00 each in the Company at an exercise price of RM6.00 per share.

At the date of this report, 30,000 option shares were allotted and 10,000 warrants were converted into shares subsequent to 31st March 2003.  After taking into account these new shares, the paid-up capital of the Company was increased to RM275,675,890.

Note 7 - Dividends Paid

There was no dividend paid during the quarter ended 31st  March 2003.
Note 8 - Segmental Reporting 
	
	Quarter Ended 31st March 2003

	Business Segment 
	Segment Revenue

RM’000
	Segment Result

RM’000

	Automotive
	915,580
	     92,598

	Equipment 
	141,961
	                5,451

	Manufacturing & Engineering
	57,509
	                5,505

	Oil & Gas
	902
	               (1,501)

	Financial Services 
	9,041
	                2,671

	Others & Unallocated Corporate Expenses 
	7,839
	             (10,326)

	Elimination
	(13,442)
	                        -

	Consolidated Total 
	1,119,390
	              94,398


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. The Directors have not adopted a policy of regular revaluation of such assets. 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 and accumulated impairment losses. There was no revaluation of land and buildings during the period under review.

Note 10 - Subsequent Material Events 
There has not arisen in the interval between 31st March 2003 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 March 2003 in respect of which this announcement is made.

Note 11 - Changes in Composition/Group

During the quarter ended 31st March 2003, the following changes in the composition of the Group took place :

	(a)
	On 28th February 2003, Up-Country Farming Sdn. Bhd., a wholly-owned subsidiary of UMW Corporation Sdn. Bhd. (“UMWC”), and Ulu Balung Estate Sdn. Bhd., a wholly-owned subsidiary of UMW (East Malaysia) Sdn. Bhd. ("UMWEM"), were placed under members' voluntary liquidation pursuant to Section 254(1)(b) of the Companies Act, 1965.  UMWC is a wholly-owned subsidiary of the Company and UMWEM is a wholly-owned subsidiary of UMWC.



	(b)
	On 13th March 2003, the issued and paid-up capital of UMW Petrodril (Malaysia) Sdn. Bhd. (formerly known as Petrodril (Malaysia) Sdn. Bhd.) (“UMW Petrodril”) was increased from 105,000 ordinary shares of par value RM1.00 each to 10,000,000 ordinary shares of par value RM1.00 each. Encik Ahmad bin Mokri and Mr Chuah Chong Tiam, two shareholders of UMW Petrodril, had subscribed for a total of 200,000 new ordinary shares of par value RM1.00 each at RM1.00 per share for cash, representing 2% equity interest in UMW Petrodril and UMWC had subscribed for a total of 9,695,000 ordinary shares of par value RM1.00 each at RM1.00 per share for cash.  With the completion of the above, UMWC owns 98% of UMW Petrodril.


Note 12 - Contingent Liabilities and Contingent Assets

There were no material changes in contingent liabilities or contingent assets since 31st December 2002.

Note 13 - Commitments 

These are in respect of capital commitments :

	
	RM’000
	
	RM’000

	Approved and contracted for :
	
	
	

	  Land and buildings
	27,307
	
	

	  Equipment, plant and machinery
	24,920
	
	

	  Others
	923
	
	53,150

	
	
	
	

	Approved but not contracted for :
	
	
	

	  Land and buildings
	106,889
	
	

	  Equipment, plant and machinery
	60,089
	
	

	  Others
	4,054
	
	171,032

	Total
	
	
	224,182


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
	2,591

	2.
	Kayaba (Malaysia) Sdn. Bhd.
	Perodua

Group
	Associated Company
	Sale of Shock Absorbers
	4,821

	3.
	Automotive Industries Sendirian Berhad
	Perodua

Group
	Associated Company
	Sale of 

Exhaust Systems
	4,205

	4.
	UMW Auto Parts Sdn. Bhd.
	UMW Pennzoil

Distributors

Sdn. Bhd.
	Associated Company
	Purchase of

Lubricants
	6,942

	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 
	69,855

448,281

	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.


	Sale of Goods and Services

Purchase of Goods and Services

Sale of Goods and  Services 
	152

8,188

133


Note 15 - Review of Performance


Group revenue of RM1,119.4 million for the first quarter ended 31st March 2003 reflected an increase of 45.1% over the RM771.5 million registered in the preceding year’s corresponding quarter.  Similarly, the Group recorded a higher profit before taxation of RM121.6 million as compared to RM98.0 million achieved in the preceding corresponding quarter, an improvement of 24.0%.  

Based on the Malaysian Automotive Association’s statistics, total industry volume for vehicle sales of 100,041 units for the quarter ended 31st March 2003 reflected a reduction of 5.9% as compared to 106,262 units sold in the quarter ended 31st March 2002.  However, non-national vehicles registered higher sales of 23,710 units as compared to 21,173 units sold in the same quarter last year, an increase of 12.0%. The higher sales of Toyota and Perodua vehicles and relatively stable Japanese Yen exchange rates have contributed to the higher profit before taxation for the period ended 31st March 2003.

Note 16 - Comparison with Preceding Quarter’s Results

Group turnover of RM1,119.4 million for the first quarter ended 31st March 2003 was 5.5% higher than the 2002 fourth quarter turnover of RM1,060.8 million.  The Group’s profit before taxation of RM121.6 million for the first quarter ended 31st March 2003 was higher as compared with RM99.6 million in the preceding quarter ended 31st December 2002, an increase of 22.1%.  The higher profit before tax was due to higher Toyota vehicle sales and better performance of the Equipment Division, particularly in industrial equipment sales.
Note 17 - Current Prospects

The Group expects the remaining period for the year 2003 to be more challenging due to the global and domestic economic uncertainties.

The ongoing measures of hedging of imports, improving productivity and multi-sourcing of components will ensure that the companies in the Group remain competitive. It is anticipated that the economic stimulus package to be announced by the Government will include incentives to enhance domestic consumption and business activities. Therefore, the Board expects the Group’s performance in 2003 to be satisfactory.

Note 18 - Variance from Profit Forecast and Profit Guarantee

This is not applicable to the Group.
Note 19 - Taxation
	
	Period Ended

31st March 2003

 RM’000

	Current year’s provision 
	28,704

	Add/(Less) : Under/(Over) provision in prior years
	-   

	
	28,704

	Share of taxation of associated companies
	 5,910

	
	34,614

	Provision for deferred taxation
	116

	Total
	34,730


The effective tax rate for the current quarter is 28.6%.  The effective tax rate is marginally higher than the statutory tax rate primarily due to certain expenses not allowable for tax purposes.
Note 20 - Profit on Sales of Investment and/or Properties
There was no sale of investment or properties for the quarter ended 31st March 2003.

Note 21 - Purchase or Disposal of Quoted Securities 

(a) There were no purchases or disposals of quoted securities for the quarter ended 31st March 2003. 

(b) As at 31st March 2003, 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 March 2003
	              709


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 and trade facilities
	
	68,072
	
	
	
	-

	

Finance lease payable 
	
	927
	
	
	
	

	

Portion of long term loans payable 

within 12 months
	
	31,880
	
	100,879
	
	

	
	
	
	
	
	
	-

	
-
Secured
	
	
	
	
	
	

	

Short term loans
	
	
	
	2,083
	
	

	

Portion of long term loans payable   

within 12 months
	
	
	
	19,500
	
	516   

	
	
	
	
	122,462
	
	516

	(b)
Long term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Long term loans
	
	142,103
	
	
	
	2,224

	

Finance lease payable 
	
	566
	
	
	
	

	

Portion of long term loans payable

within 12 months                                   
	
	(31,880)
	
	110,789
	
	

	
-
Secured
	
	
	
	
	
	

	

Long term loans
	
	61,480
	
	
	
	516

	

Portion of long term loans payable

within 12 months 
	
	(19,500)
	
	41,980
	
	(516)

	
	
	
	
	152,769
	
	2,224


Note 24 - Financial Instruments 
Foreign Currency Contracts 

As at 6th May 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¥
	4,055,099
	129,563
	06/05/2003 - 04/11/2003 

	EURO
	535
	2,180
	30/05/2003 - 31/07/2003

	Swedish Krone
	6,602
	2,915
	30/05/2003 - 31/07/2003

	Sterling Pound
	392
	2,331
	19/05/2003 - 30/09/2003

	SGD
	670
	1,449
	30/06/2003 - 31/07/2003


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 currency 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 - Dividends

No interim dividend has been recommended for the quarter ended 31st March 2003. 

Note 27 - Earnings Per Share 

Basic earnings per share is calculated by dividing the net profit attributable to the shareholders of RM49,429,000 by the weighted average number of ordinary shares in issue as at 31st March 2003  of  275,594,223 shares.

Diluted earnings per share is calculated by dividing the adjusted net profit attributable to the shareholders of RM49,429,000 by the adjusted weighted average number of ordinary shares in issue and issuable of 282,350,580 shares.

	
	No. of Shares of RM1.00 Each

	Weighted average number of shares as at 31/03/2003
	275,594,223

	Add :  Dilutive ESOS
	    494,504   

	Add :  Dilutive warrants 
	6,261,853

	Adjusted weighted average number of shares 
	282,350,580


By Order Of The Board

SUSEELA MENON

Secretary (MAICSA 7028386)

Shah Alam

12th May 2003
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