UMW HOLDINGS BERHAD

(COMPANY NO. 090278-P)

(INCORPORATED IN MALAYSIA)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30TH JUNE 2003

(THE FIGURES HAVE NOT BEEN AUDITED)

CONDENSED CONSOLIDATED INCOME STATEMENT

	
	CURRENT QUARTER ENDED 30/06/2003 RM’000
	
	COMPARATIVE QUARTER ENDED 30/06/2002 RM’000
	
	6 MONTHS CUMULATIVE TO DATE 30/06/2003 RM’000
	
	COMPARATIVE

6 MONTHS CUMULATIVE TO DATE 30/06/2002 RM’000

	Revenue

Operating Expenses

Other Operating Income
	1,278,281

(1,199,035)

14,020
	
	903,422

(835,451)

9,491
	
	2,397,671

(2,228,899)

18,892
	
	1,774,267

(1,640,334)

15,643

	Profit From Operations

Finance Costs

Share Of Profits/(Loss) Of 

   Associated Companies

Investment Income
	93,266

(1,448)

15,205

6,503
	
	77,462

(1,351)

35,648

6,574
	
	187,664

(2,876)

37,763

12,551
	
	149,576

(2,926)

57,848

11,883

	Profit Before Taxation

Taxation
	113,526

(29,038)
	
	118,333

(29,827)
	
	235,102

(63,768)
	
	216,381

(57,439)

	Profit After Taxation

Minority Interests
	84,488

(35,235)
	
	88,506

(29,221)
	
	171,334

(72,652)
	
	158,942

(57,460)

	Net Profit For The Period
	49,253
	
	59,285
	
	98,682
	
	101,482

	Earnings Per Share

   - Basic (Sen)
	17.86
	
	21.67
	
	35.79
	
	37.10

	   - Fully Diluted (Sen)
	17.44
	
	20.99
	
	34.94
	
	35.94


(The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31st December 2002)

CONDENSED CONSOLIDATED BALANCE SHEET

	Current Assets
	(UNAUDITED)

AS AT

30/06/2003

RM’000
	
	(AUDITED)

AS AT

31/12/2002

RM’000



	Deposits, Cash And Bank Balances

Financing Receivables

Trade Receivables

Other Receivables

Inventories
	1,060,317

472,941

241,587

80,732

500,420
	
	885,520

381,271

219,477

73,756

471,050

	
	2,355,997
	
	2,031,074

	Current Liabilities
	
	
	

	Bank Overdrafts

Short Term Borrowings

Trade Payables

Other Payables

Dividend Payable

Taxation
	9,651

107,836

154,966

454,793

34,895

37,702
	
	11,868

99,968

152,691

395,494

-

26,875

	
	799,843
	
	686,896

	Net Current Assets

Investments

Land Held For Development

Property, Plant And Equipment

Goodwill/(Reserve) On Consolidation

Long Term Liabilities

Provision For Liabilities

Deferred Taxation

Minority Interests
	1,556,154

415,024

80,476

700,786

25,974

(311,513)

(1,689)

(11,948)

(653,161)
	
	1,344,178

386,089

79,361

663,276

3,838

(148,039)

(2,302)

(11,959)

(586,235)

	
	1,800,103
	
	1,728,207

	Shareholders’ Funds
	
	
	

	Share Capital

Reserves
	276,945

1,523,158
	
	275,525

1,452,682

	
	1,800,103
	
	1,728,207

	Net Tangible Assets Per Share (RM)
	6.41
	
	6.26


(The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31st December 2002)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT FOR THE PERIOD ENDED 30TH JUNE 2003

	
	6 MONTHS

ENDED 

30/06/2003

RM’000

	Cash Flow From Operating Activities

Net Profit Before Taxation

Adjustments For:

Non-Cash Items

Non-Operating Items
	235,102

49,025

(11,855)

	Operating Profit Before Working Capital Changes

Changes In Working Capital:

Net Change In Current Assets

Net Change In Current Liabilities
	272,272

(159,870)

(30,897)

	Net Cash Generated From Operating Activities
	81,505

	Cash Flow From Investing Activities

Equity Investment

Other Investment
	(2,788)

(66,290)

	Net Cash Used In Investing Activities
	(69,078)

	Cash Flow From Financing Activities

Proceeds From Issue Of Shares

Dividends Paid

Bank Borrowings
	12,229

(18,984)

171,342

	Net Cash Generated From Financing Activities
	164,587

	Net Increase/(Decrease) In Cash And Cash Equivalents

Cash And Cash Equivalents As At 1st January 2003
	177,014

873,652

	Cash And Cash Equivalents As At 30th June 2003
	1,050,666


(The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31st December 2002)

Comparative information for the preceding year’s corresponding period has not been presented as such information is not readily available.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDED 30TH JUNE 2003

	
	SHARE

CAPITAL

RM’000
	
	RESERVE

ATTRIBUTABLE

TO CAPITAL

RM’000
	
	RESERVE

ATTRIBUTABLE

TO REVENUE

RM’000
	
	RETAINED

PROFITS

RM’000
	
	TOTAL

RM’000

	6 MONTHS PERIOD ENDED 30TH JUNE 2003
	
	
	
	
	
	
	
	

	Balance as at 1st January 2003

Translation of foreign

   subsidiaries representing

   gains/(losses) not recognised

   in income statement

Exercise of share options

Exercise of warrants

Net profit for the period

Dividend
	275,525

-

362

1,058

-

-
	
	234,389

-

1,401

5,288

-

-
	
	-

-

-

-

-

-
	
	1,218,293

-

-

-

98,682

(34,895)
	
	1,728,207

-

1,763

6,346

98,682

(34,895)

	Balance at end of period
	276,945
	
	241,078
	
	-
	
	1,282,080
	
	1,800,103

	6 MONTHS PERIOD ENDED 30TH JUNE 2002
	
	
	
	
	
	
	
	

	Balance as at 1st January 2002

Translation of foreign

   subsidiaries representing

   gains/(losses) not recognised

   in income statement

Exercise of share options

Exercise of warrants

Net profit for the period

Dividend
	270,026

-

4,762

286

-

-
	
	209,039

(260)

18,429

1,427

-

-
	
	-

-

-

-

-

-
	
	1,032,133

-

-

-

101,482

(19,442)
	
	1,511,198

(260)

23,191

1,713

101,482

(19,442)

	Balance at end of period
	275,074
	
	228,635
	
	-
	
	1,114,173
	
	1,617,882


(The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31st December 2002)

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 and six months period ended 30th June 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 interim period of the current financial year or 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 period ended 30th June 2003.

During the quarter ended 30th June 2003, the issued and paid-up capital of the Company was increased from RM275,635,890 to RM276,944,463 as a result of the exercise and allotment of 251,000 option shares of par value RM1.00 each at an option price of RM4.87 per share and the conversion of 1,057,573 warrants into shares of par value RM1.00 each at an exercise price of RM6.00 per share. Total number of unexercised share options as at 30th June 2003 was 1,066,000.

The number of warrants outstanding as at 30th June 2003 was 26,796,876 (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, 279,000 option shares were allotted and 305,519 warrants were converted into shares subsequent to 30th June 2003.  After taking into account these new shares, the paid-up capital of the Company was increased to RM277,528,982.

Note 7 - Dividends Paid

There was no dividend paid during the period ended 30th June 2003.
Note 8 - Segmental Reporting 
	
	6 Months Ended 30th June 2003

	Business Segment 
	Segment Revenue

RM’000
	Segment Result

RM’000

	Automotive
	1,950,618
	177,706

	Equipment 
	310,801
	                14,122

	Manufacturing & Engineering
	112,536
	9,184

	Oil & Gas
	14,720
	               (2,656)

	Financial Services 
	18,593
	5,608

	Others  
	17,415
	             (4,154)

	Sub-Total
	2,424,683
	199,810

	Unallocated Corporate Expenses 
	-
	             (12,146)

	Elimination of Inter-segment Sales
	(27,012)
	                        -

	Consolidated Total 
	2,397,671
	              187,664


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 Standards 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 30th June 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 period ended 30th June 2003 in respect of which this announcement is made.

Note 11 - Changes in Composition/Group

During the quarter ended 30th June 2003, the following changes in the composition of the Group took place:-

	(a)
	On 3rd April 2003, UMW Corporation Sdn. Bhd. (“UMWC”), a wholly-owned subsidiary of the Company, entered into a Sale and Purchase Agreement and Shareholders’ and Joint Venture Agreement with Toyota Financial Services Corporation, Japan for the sale of 18,270,000 ordinary shares of par value RM1.00 each in its 51%-owned subsidiary company, UMW Toyota Capital Sdn. Bhd. (“UMWTC”), equivalent to 21% of the total issued share capital of UMWTC for a cash consideration of RM26,491,500.  Following the disposal, UMWTC became an associated company of UMWC.  Approval of the Foreign Investment Committee for the disposal was received on 26th June 2003.  The sale transaction was completed on 22nd July 2003.



	(b)
	On 21st May 2003, the Company incorporated a wholly-owned subsidiary in Wilayah Persekutuan Labuan known as UMW Petropipe (L) Ltd. (“UMW Petropipe”).  The intended business of UMW Petropipe is as an investment holding company in relation to our oil and gas related operations in China.  The paid-up capital of UMW Petropipe as at 30th June 2003 was USD8.25 million.



	(c)
	On 20th June 2003, UMW Petropipe entered into a Sale and Purchase Agreement with Hailong International (L) Ltd. (“Hailong”) and Ace Technologies (L) Ltd. (“Ace Technologies”), both incorporated in Wilayah Persekutuan Labuan, for the acquisition from Hailong of the rights to subscribe for 1,550,000 ordinary shares of par value USD1.00 each, and from Ace Technologies of the rights to subscribe for 1,000,000 ordinary shares of par value USD1.00 each, representing 31% and 20%, respectively, of the issued and paid-up share capital of USD5.0 million in UMW Ace (L) Ltd. (“UMW Ace”), through a Rights Issue renunciation by Hailong and Ace Technologies.  The total investment by the Company for the above was USD8.25 million, which included a subscription for 2,550,000 ordinary shares of par value USD1.00 each in UMW Ace for USD2.55 million and a sum of USD5.7 million, in cash, payable to Hailong and Ace Technologies, on a willing-buyer-willing-seller basis, as consideration for the aforesaid sale of rights entitlement in UMW Ace.


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
	72,516
	
	

	  Equipment, plant and machinery
	32,189
	
	

	  Others
	106
	
	104,811

	
	
	
	

	Approved but not contracted for:
	
	
	

	  Land and buildings
	83,347
	
	

	  Equipment, plant and machinery
	32,295
	
	

	  Others
	245
	
	115,887

	Total
	
	
	220,698


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
	4,755

	2.
	Kayaba (Malaysia) Sdn. Bhd.
	Perodua

Group
	Associated Company
	Sale of Shock Absorbers
	8,126

	3.
	Automotive Industries Sendirian Berhad
	Perodua

Group
	Associated Company
	Sale of 

Exhaust Systems
	8,487

	4.
	UMW Auto Parts Sdn. Bhd.
	UMW Pennzoil

Distributors

Sdn. Bhd.
	Associated Company
	Purchase of

Lubricants
	12,531

	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 
	173,390

796,634

	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

Purchase of Goods and Services
	2,757

1,579

265

16,423


Note 15 - Review of Performance


Group revenue of RM1,278.3 million for the second quarter ended 30th June 2003 improved by 41.5% or RM374.9 million over the RM903.4 million registered in the same quarter of 2002.  However, the Group recorded a slightly lower profit before taxation of RM113.5 million as compared to RM118.3 million achieved in the preceding corresponding quarter, a reduction of 4.1% due to lower contributions from associated companies.

Similarly, Group revenue for the six months ended 30th June 2003 of RM2,397.7 million was 35.1% or RM623.4 million higher than the RM1,774.3 million recorded in the same period of 2002.  Profit before taxation for the six months ended 30th June 2003 of RM235.1 million was 8.6% or RM18.7 million higher than the profit of RM216.4 million recorded in the preceding year’s corresponding period.

Based on the Malaysian Automotive Association’s statistics, total industry volume for vehicle sales of 199,438 units for the six months ended 30th June 2003 reflected a reduction of 9.0% from the 219,141 units sold in the six months ended 30th June 2002.  However, non-national vehicles registered higher sales of 54,399 units as compared to the 46,102 units sold in the same period last year, an increase of 18.0%. Higher sales of Toyota vehicles, better performance of the Equipment Division, particularly in industrial equipment, and relatively stable Japanese Yen exchange rates contributed to the higher profit before taxation for the period ended 30th June 2003.

Note 16 - Comparison with Preceding Quarter’s Results

Group revenue of RM1,278.3 million for the second quarter ended 30th June 2003 was 14.2% higher than the first quarter’s revenue of RM1,119.4 million.  The Group’s profit before taxation of RM113.5 million for the second quarter ended 30th June 2003 was, however, lower than the RM121.6 million for the preceding quarter ended 31st March 2003, a reduction of 6.7%.  The lower profit before taxation was due to lower contribution from an associated company.
Note 17 - Current Prospects

The Group expects the Malaysian economy to show improved performance in the second half of the year over the first half.  Malaysia should therefore be on track to register a GDP growth of 4.5% for the year.

Barring unforeseen circumstances and provided the Yen exchange rates remain stable, the Board anticipates that the performance of the Group’s operations will be within expectations.  The Group’s overall performance for 2003 should therefore be satisfactory.

Note 18 - Variance from Profit Forecast and Profit Guarantee

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

 RM’000
	6 Months Ended 

30th June 2003

 RM’000

	Current year’s provision 
	25,350
	54,054

	Add/(Less) : Under/(Over) provision in prior years
	(864)
	(864)   

	
	24,486
	53,190

	Share of taxation of associated companies
	4,679
	10,589

	
	29,165
	63,779

	Provision for deferred taxation
	(127)
	(11)

	Total
	29,038
	63,768


The effective tax rates for the current quarter and six months ended 30th June 2003 were 26.3% and 27.5%, respectively.  The effective tax rates were marginally lower than the statutory tax rate primarily due to the utilisation of reinvestment allowances currently enjoyed by the subsidiaries within the Motor Group and the availability of unabsorbed losses.

Note 20 - Profit on Sales of Investment and/or Properties
There was no sale of investment or properties for the current quarter and the six months ended 30th June 2003.

Note 21 - Purchase or Disposal of Quoted Securities 

(a) There were no purchases or disposals of quoted securities for the six months ended 30th June 2003. 

(b) As at 30th June 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 30th June 2003
	              944


Note 22 - Corporate Proposals

On 13th May 2003, the Company announced the following proposals:-

(a) Proposed bonus issue of up to 203,228,226 new ordinary shares of par value RM1.00 each in UMW Holdings Berhad to be credited as fully paid-up ordinary shares of par value RM1.00 each on the basis of two (2) new ordinary shares of par value RM1.00 each for every three (3) existing ordinary shares of par value RM1.00 each held. 

The bonus shares will be credited as fully paid by way of capitalising up to RM203,228,226 from the share premium account and shall upon allotment and issue, rank pari passu in all respects with the then existing shares save and except that they will not be entitled to any dividends, rights, allotments and/or distributions that may be declared prior to the date of allotment of the bonus shares.

(b) Proposed increase in authorised share capital from RM500,000,000 to RM600,000,000 by the creation of an additional 100,000,000 ordinary shares of par value RM1.00 each in UMW Holdings Berhad.

The proposed bonus issue was approved by the Securities Commission on 10th July 2003 and is conditional upon the approvals of the following:-

(a) the shareholders of the Company at the forthcoming Extraordinary General Meeting to be held on 27th August 2003 on the proposed bonus issue and the proposed increase in authorised share capital; and

(b) the KLSE for the listing of and quotation for the bonus shares.

Other than the above, 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
	
	’000

	(a)
Short term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Short term loans and trade facilities
	
	30,602
	
	
	
	

	

Finance lease payable 
	
	927
	
	
	
	

	

Portion of long term loans payable 

within 12 months
	
	56,420
	
	87,949
	
	USD1,000

	
	
	
	
	
	
	

	
-
Secured
	
	
	
	
	
	

	

Short term loans
	
	
	
	71
	
	

	

Portion of long term loans payable   

within 12 months
	
	
	
	19,816
	
	

	
	
	
	
	107,836
	
	

	(b)
Long term borrowings
	
	
	
	
	
	

	
-
Unsecured
	
	
	
	
	
	

	

Long term loans
	
	330,744
	
	
	
	USD5,343

	

Finance lease payable 
	
	334
	
	
	
	

	

Portion of long term loans payable

within 12 months 
	
	(56,420)
	
	274,658
	
	

	
-
Secured
	
	
	
	
	
	

	

Long term loans
	
	56,671
	
	
	
	

	

Portion of long term loans payable

within 12 months 
	
	(19,816)
	
	36,855
	
	

	
	
	
	
	311,513
	
	


Note 24 - Financial Instruments 
Foreign Currency Contracts 

As at 8th August 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¥
	4,814,489
	154,364
	11/08/2003 - 30/01/2004 

	Euro
	865
	3,804
	11/08/2003 - 31/10/2003

	Swedish Krone
	1,314
	623
	29/08/2003 - 30/09/2003

	Sterling Pound
	248
	1,505
	26/08/2003 - 30/12/2003

	SGD
	30
	66
	31/10/2003


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 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 
Other than as disclosed in Note 12, there was no material litigation pending on the date of this announcement.

Note 26 - Dividends

The Board is pleased to declare an interim dividend of 15.0 sen per share less 28.0% tax, amounting to approximately RM29,973,000 for the year ending 31st December 2003 (2002 - 10.0 sen per share less 28.0% tax) to be paid on a date to be announced later.

Note 27 - Earnings Per Share 

Basic earnings per share is calculated by dividing the net profit attributable to the shareholders of RM98,682,000 by the weighted average number of ordinary shares in issue as at 30th June 2003  of  275,757,914 shares.

Diluted earnings per share is calculated by dividing the adjusted net profit attributable to the shareholders of RM98,682,000 by the adjusted weighted average number of ordinary shares in issue and issuable of 282,447,735 shares.

	
	No. of Shares of RM1.00 Each

	Weighted average number of shares as at 30/06/2003
	275,757,914

	Add :  Dilutive ESOS
	    400,758   

	Add :  Dilutive warrants 
	6,289,063

	Adjusted weighted average number of shares 
	282,447,735


By Order Of The Board

SUSEELA MENON

Secretary (MAICSA 7028386)

Shah Alam

13th August 2003

1

