UMW HOLDINGS BERHAD

(COMPANY NO. 090278-P)

(INCORPORATED IN MALAYSIA)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30TH JUNE 2004

(THE FIGURES HAVE NOT BEEN AUDITED)

CONDENSED CONSOLIDATED INCOME STATEMENT

	
	CURRENT QUARTER ENDED 30/06/2004 RM’000
	
	COMPARATIVE QUARTER ENDED 30/06/2003 RM’000
	
	6 MONTHS CUMULATIVE TO DATE 30/06/2004 RM’000
	
	COMPARATIVE

6 MONTHS CUMULATIVE TO DATE 30/06/2003 RM’000

	Revenue

Operating Expenses

Other Operating Income
	1,504,234

(1,436,537)

14,959
	
	1,278,281

(1,199,035)

14,020
	
	2,862,835

(2,732,724)

26,246
	
	2,397,671

(2,228,899)

18,892

	Profit From Operations

Finance Costs

Share Of Profits Of 

   Associated Companies

Investment Income
	 82,656

(1,451)

6,694

7,394
	
	 93,266

(1,448)

15,205

6,503
	
	156,357

(2,929)

17,865

13,982
	
	187,664

(2,876)

37,763

12,551

	Profit Before Taxation

Taxation
	 95,293

(27,433)
	
	113,526

(29,038)
	
	185,275

(50,522)
	
	235,102

(63,768)

	Profit After Taxation

Minority Interests
	67,860

(29,760)
	
	84,488

(35,235)
	
	134,753

(59,204)
	
	171,334

(72,652)

	Net Profit For The Period
	38,100
	
	49,253
	
	75,549
	
	98,682

	Earnings Per Share

   - Basic (Sen)
	8.09
	
	10.72
	
	16.04
	
	21.47

	   - Fully Diluted (Sen)
	7.85
	
	10.46
	
	15.57
	
	20.96


(The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31st December 2003)

CONDENSED CONSOLIDATED BALANCE SHEET

	Current Assets
	(UNAUDITED)

AS AT

30/06/2004

RM’000
	
	(AUDITED)

AS AT

31/12/2003

RM’000



	Deposits, Cash And Bank Balances

Trade Receivables

Other Receivables

Inventories
	1,146,289

     308,152

107,697

507,534
	
	1,062,606

255,163

96,009

626,436

	
	2,069,672
	
	2,040,214

	Current Liabilities
	
	
	

	Bank Overdrafts

Short Term Borrowings

Trade Payables

Other Payables

Dividend Payable

Taxation
	2,729

43,293

352,635

318,535

30,690

37,885
	
	5,498

26,371

426,347

317,405

-

26,983

	
	785,767
	
	802,604

	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
	1,283,905

537,017

80,690

766,813

24,026

(11,370)

(9,010)

(4,099)

(684,342)
	
	1,237,610

527,388

80,476

728,373

25,483

(21,363)

(9,010)

(5,411)

(641,558)

	
	1,983,630
	
	1,921,988

	Shareholders’ Funds
	
	
	

	Share Capital

Reserves
	473,616

1,510,014
	
	468,939

1,453,049

	
	1,983,630
	
	1,921,988

	Net Tangible Assets Per Share (RM)
	4.14
	
	4.04


(The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31st December 2003)

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDED 30TH JUNE 2004

	
	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 2004
	
	
	

	Balance as at 1st January 2004

Bonus Issue expenses

Exercise of share options

Exercise of warrants

Net profit for the period

Dividend


	468,939

-

269

4,408

-

-

_________
	79,207

(39)

685

11,460

-

-

_________
	-

-

-

-

-

-

_________
	1,373,842

-

-

-

75,549

(30,690)

_________
	1,921,988

(39)

954

15,868

75,549

(30,690)

_________

	Balance as at 30th June 2004
	473,616

_________


	91,313

_________
	-

_________
	1,418,701

_________
	1,983,630

_________

	6 MONTHS PERIOD ENDED 30TH JUNE 2003
	
	
	

	Balance as at 1st January 2003

Exercise of share options

Exercise of warrants

Net profit for the period

Dividend


	275,525

362

1,058

-

-

_________
	234,137

1,401

5,288

-

-

_________
	-

-

-

-

-

_________
	1,222,194

-

-

98,682

(34,895)

_________
	1,731,856

1,763

6,346

98,682

(34,895)

_________

	Balance as at 30th June 2003
	276,945

_________


	240,826

_________


	-

_________


	1,285,981

_________


	1,803,752

_________



	
	
	
	


(The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31st December 2003)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT FOR THE PERIOD ENDED 30TH JUNE 2004

	
	6 MONTHS

ENDED

30/06/2004

RM’000
	
	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
	185,275

50,636

(14,065)
	
	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
	221,846

55,129

(137,285)
	
	272,272

(159,870)

(30,897)

	Net Cash Generated From Operating Activities
	139,690
	
	81,505

	Cash Flow From Investing Activities

Equity Investments

Other Investments
	5,475

(65,408)
	
	(2,788)

(66,290)

	Net Cash Used In Investing Activities
	(59,933)
	
	(69,078)

	Cash Flow From Financing Activities

Proceeds From Issue Of Shares

Dividends Paid

Bank Borrowings
	16,969

(17,203)

6,929
	
	12,229

(18,984)

171,342

	Net Cash Generated From Financing Activities
	6,695
	
	164,587

	Net Increase In Cash And Cash Equivalents

Cash And Cash Equivalents As At 1st January
	86,452

1,057,108
	
	177,014

873,652

	Cash And Cash Equivalents As At 30th June
	1,143,560
	
	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 2003)

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 Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad).  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 2003.
Note 2 - Audit Qualification

The audit report in respect of the annual financial statements for the year ended 31st December 2003 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 and agricultural sectors and providing support services, and manufacturing of products related to the oil and gas industry. 

The Group’s products and services are generally dependent on the Malaysian and global economies, consumer demand and market sentiment. 

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 the 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 quarter ended 30th June 2004. 

During the quarter ended 30th June 2004, the issued and paid-up capital of the Company was increased from RM470,751,558 to RM473,616,039 as a result of the following:-

(a) Exercise and allotment of 62,566 option shares of par value RM1.00 each at an option price of RM2.92 per share;

(b) Exercise and allotment of 17,634 option shares of par value RM1.00 each at an option price of RM5.35 per share; and

(c) Conversion of 2,784,281 warrants into ordinary shares of par value RM1.00 each at an exercise price of RM3.60 per warrant.  

Total number of unexercised share options as at 30th June 2004 was 20,352,770.

The number of warrants outstanding as at 30th June 2004 was 33,673,590 (as at 31st December 2003 - 38,081,655 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 RM3.60 per share.

At the date of this report, 8,500 option shares were allotted and 1,264,281 warrants were converted into shares subsequent to 30th June 2004.  After taking into account these new shares, the paid-up capital of the Company was increased to RM474,888,820.

Note 7 - Dividends Paid

There was no dividend paid during the quarter ended 30th June 2004.
Note 8 - Segmental Reporting

	
	Quarter Ended 30th June 2004

	Business Segment 
	Segment Revenue

RM’000
	Segment Result

RM’000

	Automotive
	2,329,759
	143,683

	Equipment 
	373,268
	21,280

	Manufacturing & Engineering
	149,737
	5,097

	Oil & Gas
	16,545
	(2,830)

	Others  
	19,147
	(6,596)

	Sub-Total
	2,888,456
	160,634

	Unallocated Corporate Expenses
	-
	(4,277)

	Elimination of Inter-Segment Sales
	(25,621)
	-

	Consolidated Total 
	2,862,835
	156,357


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 2004 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 30th June 2004 in respect of which this announcement is made.

Note 11 - Changes in Composition/Group

On 17th June 2004, UMW Corporation Sdn. Bhd., a wholly-owned subsidiary of the Company, acquired two (2) ordinary shares of par value RM1.00 each, representing 100% equity interest in UMW Oilfield International Trading Sdn. Bhd. (formerly known as UMW Energy Development Sdn. Bhd.) (“UMW OIT”) for a total cash consideration of RM2.00.  The intended business of UMW OIT is to carry on the business of marketing, importation and distribution of equipment and component parts for the oil and gas industry as well as the provision of related technical support services.
Note 12 - Contingent Liabilities and Contingent Assets 

There were no material changes in contingent liabilities or contingent assets since 31st December 2003.

Note 13 - Commitments

These are in respect of capital commitments:-






	
	RM’000
	
	RM’000

	Approved and contracted for:
	
	
	

	  Land and buildings
	78,009
	
	

	  Equipment, plant and machinery
	37,398
	
	

	  Others
	562
	
	115,969

	Approved but not contracted for:
	
	
	

	  Land and buildings
	21,720
	
	

	  Equipment, plant and machinery
	205,735
	
	

	  Others
	3,716
	
	231,171

	Total
	
	
	347,140


Note 14 - Significant Related Party Transactions for the Six Months Ended 30th June 2004

	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
	4,714

	2.
	Kayaba (Malaysia) Sdn. Bhd.
	Perodua

Group
	Associated Company
	Sale of Shock Absorbers
	19,984

	No.
	UMW & Its Subsidiaries
	Transacting

Parties
	Relationship
	Nature of

Transaction
	RM’000

	3.
	Automotive Industries Sendirian Berhad
	Perodua

Group
	Associated Company
	Sale of 

Exhaust Systems
	7,562

	4.
	UMW Auto Parts Sdn. Bhd.
	UMW Pennzoil

Distributors

Sdn. Bhd.


	Associated Company
	Purchase of

Lubricants
	
17,030

	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 
	241,063

827,273

	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 Assets

Sale of Goods and Services

Purchase of Goods and Services
	1,539

        1,493

524

        27,424


Note 15 - Review of Performance
Group revenue of RM1,504.2 million for the second quarter of 2004 was higher than the RM1,278.3 million registered in the same quarter of 2003 by RM225.9 million or 17.7%.  Higher sales from subsidiaries in the Group, primarily in the automotive sector, contributed to the increase in revenue.  However, second quarter Group profit before taxation of RM95.3 million was RM18.2 million or 16.1% lower than the preceding year’s second quarter contribution of RM113.5 million.  Higher selling and distribution expenses coupled with lower contributions from some associated companies resulted in the lower profit before taxation.

Similarly, Group revenue of RM2,862.8 million for the six months ended 30th June 2004 increased by RM465.1 million or 19.4% as compared with the RM2,397.7 million recorded in the same period of 2003.  Higher sales by companies in the Group contributed to the increase in revenue.  However, profit before taxation of RM185.3 million for the six months ended 30th June 2004 was RM49.8 million or 21.2% lower than the RM235.1 million registered in the same period of 2003.  The lower profit before taxation for the six months ended 30th June 2004 was due to higher selling and distribution expenses, higher foreign exchange rates and lower contributions from some associated companies.

Based on the Malaysian Automotive Association’s statistics, total industry volume for vehicle sales of 224,254 units for the six months ended 30th June 2004 reflected an increase of 12.4% as compared to 199,426 units sold in the six months ended 30th June 2003.  Non-national vehicles registered higher sales of 69,973 units against the 49,235 units sold in the same period of last year, an increase of 42.1%.  

Note 16 - Comparison with Preceding Quarter’s Results

Group revenue of RM1,504.2 million for the second quarter of 2004 improved over the revenue in the first quarter ended 31st March 2004 of RM1,358.6 million, an increase of RM145.6 million or 10.7%.  The improved revenue was due to the increase in sales volume especially Toyota vehicles and industrial equipment.  Group profit before taxation of RM95.3 million was higher than that registered in the first quarter of 2004 of RM90.0 million.  This was achieved despite the lower contributions from some associated companies in the second quarter of 2004. 

Note 17 - Current Prospects

Demand for motor vehicles and industrial equipment is expected to remain strong for the remaining period of the year in view of the stronger GDP growth, which is expected to be higher than the originally-forecasted 6.5%.  The Board expects the Group’s performance for the year to be affected by intense competition, volatile foreign exchange rates, higher cost of sales and anticipated lower contributions from associated companies.  Despite these factors, the Group is still expected to turn in a reasonable level of profitability for the year.

Note 18 - Variance from Profit Forecast and Profit Guarantee

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

	
	Current

Quarter

RM’000
	Six Months Ended

30th June 2004
RM’000

	Current year’s provision 
	28,934
	49,736

	Add/(Less) : Under/(Over) provision in prior years
	(1,561)
	(1,561)

	
	27,373
	48,175

	Share of taxation of associated companies
	1,372
	3,659

	
	28,745
	51,834

	Deferred taxation
	(1,312)
	(1,312)

	Total
	27,433
	50,522


The effective tax rate for the current quarter and six months ended 30th June 2004 were 30.4% and 28.1%, respectively.  The effective tax rate for the current quarter was 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 30th June 2004.

 Note 21 - Purchase or Disposal of Quoted Securities

(a) There were no purchases or disposals of quoted securities for the quarter ended 30th June 2004.

(b) As at 30th June 2004, investments in securities which were quoted within or outside Malaysia held as long term investments were as follows:-

	
	RM’000

	At cost
	          32,273          

	Provision for diminution in value
	          (1,053)

	At net book value
	          31,220 

	Market value as at 30th June 2004
	31,881


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
	
	37,772
	
	
	
	

	


Finance lease payable 
	
	350
	
	
	
	

	


Portion of long term loans payable 



within 12 months
	
	5,067


	
	43,189
	
	1,333



	-

-
Secured
	
	
	
	
	
	

	


Short term loans
	
	
	
	104
	
	

	
	
	
	
	43,293
	
	1,333

	(b)
Long term borrowings


-
Unsecured
	
	
	
	
	
	

	


Long term loans
	
	15,320
	
	
	
	3,000

	


Finance lease payable 
	
	93
	
	
	
	

	


Portion of long term loans payable



within 12 months 
	
	(5,067)


	
	10,346
	
	(1,333)

	
-
Secured





Long term loans
	
	
	
	1,024
	
	

	
	
	
	
	11,370
	
	1,667


Note 24 - Financial Instruments 
Foreign Currency Contracts 

As at 2nd August 2004, 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¥
	2,013,195
	69,971
	09/08/2004 - 31/03/2005

	Euro
	978
	4,516
	13/08/2004 - 30/11/2004

	Swedish Krone
	5,112
	2,569
	27/08/2004 - 30/12/2004

	Sterling Pound
	302
	2,057
	30/08/2004 - 30/11/2004

	SGD
	9
	20
	30/08/2004 


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 - Dividend

The Board is pleased to declare an interim dividend of 11.0 sen per share (equivalent to 18.3 sen per share prior to the recent Bonus Issue) less 28% tax (2003 -15.0 sen per share less 28% tax), amounting to a net dividend payable of approximately RM37,620,000 (2003 - RM30,005,986) for the year ending 31st December 2004, 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 shareholders of RM75,549,000 by the weighted average number of ordinary shares in issue as at 30th June 2004 of 470,881,677 shares.

Diluted earnings per share is calculated by dividing the adjusted net profit attributable to shareholders of RM75,549,000 by the adjusted weighted average number of ordinary shares in issue and issuable of 485,161,081 shares.

	
	No. of Shares of RM1.00 Each

	Weighted average number of shares as at 30/06/2004
	470,881,677

	Add :  Dilutive ESOS
	1,725,139

	Add :  Dilutive warrants 
	 12,554,265

	Adjusted weighted average number of shares 
	485,161,081


By Order Of The Board

SUSEELA MENON

Secretary

(MAICSA 7028386)

Shah Alam

5th August 2004

3

