QUARTERLY REPORTED ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 31 MARCH 2001

The figures have not been audited

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 31 DECEMBER 2002

The figures have not been audited










CONDENSED CONSOLIDATED INCOME STATEMENTS FOR THE QUARTER ENDED      31 DECEMBER 2002




Individual Quarter
 Cumulative Quarter 


Current Year Quarter

31/12/2002

RM'000
Preceding Year Corresponding Quarter

31/12/2001

RM'000
Current Year- To-Date

31/12/2002

 RM'000 
Preceding Year Corresponding Period

31/12/2001

 RM'000 

Revenue
40,055
40,402
82,601
85,616

Operating Expenses
(31,944)
(30,347)
(64,290)
(63,225)

Other Operating Income/(Expense)
(2,565)
(1,740)
(4,807)
(3,642)







Profit from Operations
5,546
8,315
13,504
18,749

Finance Costs
(284)
(301)
(605)
(932)

Share of Profit of Associated Companies
-
-
-
-













Profit before taxation
5,262
8,014
12,899
17,817

Taxation
(1,934)
(1,376)
(4,272)
(3,011)







Profit after taxation
3,328
6,638
8,627
14,806

Minority Interest
-
-
-
-







Net Profit for the Period
3,328
6,638
8,627
14,806













Earnings per share:-





(a)
Basic (based on 61,742,640 (2001/02-61,112,800) ordinary shares) (sen)
5.39
10.86
13.97
24.21

(b)
Fully diluted (based on 61,983,057 (2001/02- 62,138,582) ordinary shares) (sen)
5.37
10.77
13.92
23.90

The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.



CONDENSED CONSOLIDATED BALANCE SHEETS AS AT 31 DECEMBER 2002


As at end of current quarter

31/12/2002

RM'000
As at preceding financial year end
30/06/2002

RM'000





Property, Plant and Equipment
127,173
125,751

Investment in Associated Companies
-
-

Other Investments
-
-

Intangible Assets
-
-

Other Long-term Assets
-
-


127,173
125,751





Current Assets




Inventories
25,518
23,343


Debtors
34,968
44,723


Other Investments
-
-


Cash 
7,975
7,834








68,461
75,900






Current Liabilities




Trade and Other Payables
22,901
37,521


Overdraft and Short Term Borrowings
34,923
33,652


Taxation
1,030
2,866








58,854
74,039






Net Current Assets/(Liabilities)
9,607
1,861






136,780
127,612





Share Capital
61,743
61,701

Reserves
67,684
58,973





Shareholders Fund
129,427
120,674





Minority Interest
-
-





Long Term Liabilities




Borrowings
1,875
4,125


Deferred Taxation
2,514
-


Other Long-term Liabilities
2,964
2,813



7,353
6,938



136,780
127,612







Net Tangible Assets Per Share (sen)
210
196






The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS AS AT 31 DECEMBER 2002




Current Year- To-Date

31/12/2002

 RM'000 




Net Profit Before Tax
12,899

Adjustment for:-



Non-cash items
6,565


Non-operating items
(3,443)




Operating profit before changes in working capital
16,021







Changes in working capital



Net change in current assets
2,276


Net change in current liabilities
(9,497)







Net cash flows from operating activities
8,800




Investing Activities



Equity Investments
-


Other Investments
(8,001)







Net cash flows from investing activities
(8,001)




Financing Activities



Transactions with owners
125


Bank borrowings
(2,322)







Net cash flows from financing activities
(2,197)




Net Change in Cash and Cash Equivalents
(1,398)




Cash & Cash Equivalent at beginning of  year
7,776




Cash & Cash Equivalent at end of period
6,378










Note :
There are no comparative figures as this is the first interim financial report prepared in accordance with MASB 26 – Interim Financial Reporting
The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.



CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE QUARTER ENDED 31 DECEMBER 2002


Share Capital

RM’000
Share Premium

RM’000
Reserve attributable to capital

RM’000
Retained profits

RM’000
Total

RM’000








Current year quarter ended 31 December 2002













Balance at beginning of year
61,701
808
160
58,006
120,675








Net Profit for the period



  8,627
    8,627

Foreign currency translation reserves






Issued of Share Capital
       42
  83


       125








Balance at end of period
61,743
891
160
66,633
129,427















Note :
There are no comparative figures as this is the first interim financial report prepared in accordance with MASB 26 – Interim Financial Reporting
The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the Year Ended 30 June 2002.

1.


Accounting policies and methods of computation

The interim financial report has been prepared in accordance with Malaysian Accounting Standard Board (“MASB”) 26 “Interim Financial Reporting” and should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 30 June 2002 except for the adoption of MASB 22 “Segmental Reporting” and MASB 25 “Income Tax”.

The adoption of the above MASB standards does not have material effect on the financial result of the Group for the financial year-to-date nor shareholders’ funds of the Group as at 31 December 2002.



2.
Qualification of audit report of the preceding annual financial statements 

There was no qualification of audit report of the preceding annual financial statements.



3.
Seasonality or  cyclicality of interim operations

The Group’s operation is not affected materially by any seasonal / cyclical factors. 



4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence

There are no items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence. 



5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There are no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.



6.
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities




There were no issuance, cancellations, repurchases, resale and repayments of debt and equity  securities during the current financial up to the date of this report other than as mentioned below:-




The Executive Share Option Scheme (“ESOS”) of the Company was implemented with effect from 24 December 1999. During the current financial year to-date, 42,000 ordinary shares of RM1.00 each were issued and allotted pursuant to the exercise of ESOS. The details of the issued and paid up ordinary share capital of the Company as at 31 December  2002 are as follows:-






No of shares
             RM


As at 1 July 2002
61,700,640
61,700,640


Ordinary shares issued pursuant to ESOS
42,000
42,000


As at 31 December 2002
61,742,640
61,742,640








Arising from the Proposed Disposals and pursuant to the amendments made to the ESOS  Bye-Laws, the grantees have been given the right to exercise all their unexercised  options by 28 February 2003.  As at 19 February 2003, the remaining unexercised options are 39,640.

7.
Dividends paid
There was no dividend paid during the financial year-to-date. 



8.
Segmental reporting

The Group’s operations are the manufacturing and trading of wood cement particle boards, asbestos fibre cement roofing sheets, cellulose fibre cement boards and concrete roofing tiles in Malaysia which are principally in one industry segment. Accordingly, information by industry segment on the Group’s operations as required by International Accounting Standard No. 14 is not applicable. Further, the Group operates only in Malaysia and hence, information by geographical location on the Group’s operations is also not required. 

9.
Valuations of property, plant and equipment 

The valuation of property, plant and equipment have been brought forward without any amendments from the previous annual financial statements.



10.
Material events not reflected in the financial statements

There are no material subsequent events to be disclosed as at the date of this report.



11.
Changes in the composition of the Group

There are no changes in the composition of the Group during the financial year-to-date, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations.



12.
Contingent  liabilities or contingent assets
There are no contingent liabilities or contingent assets to be disclosed as at the date of this report.



13.
Review of performance 

The Group recorded a revenue and profit after tax of RM40.0 million and RM3.3 million respectively for the quarter under review as compared with RM40.4 million and RM6.6 million respectively in the preceding year’s corresponding quarter. 

The concrete roofing tile factories are now operational since the beginning of this financial year. In comparison to the results of the preceding year’s corresponding quarter excluding the revenue and fixed operating costs of the concrete roofing tiles business, the Group’s revenue and profit before tax have decreased by 8.0% and 31.8% respectively.
The issue of labour shortage after the repatriation of foreign workers in July 2002 had resulted in the slow-down in the construction sector. The contraction in business had effectively forced the building material industry to reduce production capacity and the manufacturers are lowering prices to protect the market from further erosion.

The low production runs had resulted in the escalation of factory operating costs. The provision of deferred tax and the higher effective tax rate as explained in Note 17 compared to the effective tax rate of the preceding financial year had also contributed to the lower profit after tax achieved.


14.
Material changes in profit before taxation

The Group’s turnover decreased by 5.8% or RM2.5 million and the profit before tax declined 31.1% or RM2.3 million over the preceding quarter.

The reduction in the turnover was attributable to the festivities in the last month of the quarter under review.

The decline in the profit achieved in comparison to the preceding quarter was due to the shorter working days during the festivities, which had resulted in the lower productivity and higher absorption of factory fixed costs arising from the lower volume throughputs.



15.
Prospects

Proposed disposals of the business and assets of HCB and the entire issued and paid-up capital of Malex Industrial Products Sdn Bhd to Ambang Subur Sdn Bhd (“ASSB”) will be completed on 28th February 2003, after which HCB will be a cash company with no core business.

The future income for the Company will only be from the interest income generated from the fixed deposit placement of the disposal proceeds of RM310 million until such time that the Company has identified new assets/business to be injected and the SC has approved the same as well as the Proposed Cash Distribution as explained in Note 20 Paragraph (a).



16.
Profit forecast / profit guaranteed

This note is not applicable.



17.


Taxation

Taxation comprise :-



Individual Quarter
Cumulative Quarter



Current Year Quarter

31/12/2002

RM'000
Preceding Year Corresponding Quarter

31/12/2001
RM'000
Current Year- To-Date

31/12/2002
RM'000
Preceding Year Corresponding Period

31/12/2001
RM'000


Taxation






- Current Year
(161)
1,376
1,758
3,011


· Under/(over) provision in

 prior year
-
-
-
-


Deferred taxation






- Current Year
2,095
-
2,514
-


- Over provision in prior years
-
-
-
-


Share of associated companies’ taxation
-
-
-
-



1,934
1,376
4,272
3,011


The Group’s effective tax rate is higher than the statutory tax rate due to the additional provision accrued for deferred tax liability.



18.


Sale of unquoted investments and/or properties 

There were no sales of unquoted investments and/or properties for the current quarter and financial year to-date.



19.
Quoted securities

There were no purchases or disposals of quoted securities for the current quarter and year-to-date.


20.
Corporate proposals 



 (a)
There were no corporate proposals announced but not completed other than as mentioned below:-

 
Aseambankers Malaysia Berhad had, on 23rd May 2002 and 5th July 2002, on behalf of the Company, announced that the Company proposed to undertake the following:




· 
Proposed disposals of the business and assets of HCB and the entire issued and paid-up capital of Malex Industrial Products Sdn. Bhd., to Ambang Subur Sdn Bhd (“ASSB”) for a total cash consideration of RM310 million (“Proposed Disposal”);


· 
Proposed bonus issue of approximately RM246 million new ordinary shares of RM1.00 each in HCB on the basis of four (4) new ordinary shares for every one (1) existing ordinary share held (“Proposed Bonus Issue”);


· 
Proposed cash distribution of approximately RM246 million arising from the proceeds from the Proposed Disposals to all the shareholders of HCB by way of cancellation of the entire new ordinary shares pursuant to the Proposed Bonus Issue (“Proposed Cash Distribution”); and


· 
Proposed amendments to the existing Bye-Laws of the Company’s Executive Share Options Scheme (“ESOS”) (“Proposed Amendment to ESOS Bye-Laws”).





(1)


Proposed Disposal

The following approvals have been obtained:-



i) 
the approval of the Ministry of International Trade and Industry was obtained on 6 September 2002;



ii) 
the approval of the Securities Commission was obtained on 26 September 2002;



iii)
the approval of the shareholders of ASSB was obtained on 23 May 2002; and the approvals of the shareholders/stockholders of HCB and HIMB were obtained on 18 December 2002.





The Proposed Disposal will be completed on 28 February 2003.


(II)
Proposed Bonus Issue/Proposed Cash Distribution

The Securities Commission (“SC”) via its letter dated 26 September 2002 approved the Proposed Bonus Issue.  However, in respect of the Proposed Cash Distribution, the SC informed that the said proposal would not be considered until a proposal is submitted to the SC on how HCB plan to comply with the required level of operations in accordance with Practice Note 10 of the Kuala Lumpur Stock Exchange’s Listing Requirements.

Aseambankers Malaysia Berhad, on behalf of HCB had, on 11 October 2002, submitted an appeal to the SC in respect of its decision on the Proposed Cash Distribution and was rejected by the SC via its letter dated 19 November 2002.

In view of this, HCB has decided to put the Proposed Bonus Issue and Proposed Cash Distribution on hold until such time that the SC approves the Company’s proposal on the new assets/business to be injected into HCB as well as the Proposed Cash Distribution.



(III)
Proposed Amendment to ESOS Bye-Laws

The approval from the shareholders of the Company for the Proposed Amendment to ESOS Bye-Laws was obtained on 18 December 2002.



(b)
Status of utilisation of proceeds raised from corporate proposals

 This note is not applicable.









21.
Group’s borrowings and debt securities

Particulars of  the Group’s borrowings as at 31 December 2002 are as follows :-




a)
Short term borrowings
RM’000



-  Unsecured
34,923



-  Secured
-



-  Total
34,923







b)
Long term borrowings




-  Unsecured
6,375



-  Secured
-



-  Total
6,375



Less: Current portion of long term borrowings
   (4,500)




1,875







c)
Total Borrowings
36,798










The above borrowings are denominated in Ringgit Malaysia.



22.
Off balance sheet risk financial instruments
The Group enters into short-term foreign exchange contracts to hedge its exposure to currency fluctuations affecting certain foreign currency denominated trade payables and receivables.

Financial instruments are viewed as risk management tools by the Group and are not used for trading or speculative purposes.




The Off Balance Sheet Risk Financial Instruments balance as at 18 February 2003 are as follow:-





Contract amount (RM’000)




Foreign exchange forward contracts


3,701




All of these contracts mature within 12 months


Gain and losses on foreign exchange forward contracts are recognised as income and expense upon realisation.
23.
Changes in material litigation

There is no pending material litigation against the Group as at the date of this report.

24.
Dividend

The Board has declared an interim gross dividend of 18 sen per share less tax at 28% for the six months ended 31 December 2002 for the 2002/2003 financial year (2001/2002: 12.5 sen per share less tax at 28%) to be paid on 28 March 2002 to holders of ordinary shares whose names appear in the Record of Depositors at the close of business on 18 March 2003.

This is to inform that a Depositor shall qualify for entitlement only in respect of:-

(a)  Shares transferred into the Depositor’s Securities Account before 4.00 p.m. on 18 March 2002 in respect of transfers; and

(b)  Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.



25.
Earnings per share 

Basic earnings per ordinary share 
The calculation of basic earnings per ordinary share for the quarter is based on the net profit attributable to ordinary shareholders of RM3,328,000 and the weighted average number of ordinary shares outstanding during the quarter of 61,742,640 calculated as follows: 





RM


Issued ordinary shares at beginning of the quarter
61,742,640


Effect of ordinary shares issued during the quarter
-






Weighted average number of ordinary shares
61,742,640


Diluted earnings per share


The calculation of diluted earnings per ordinary share for the quarter is based on the net profit attributable to ordinary shareholders of RM3,328,000 and the weighted average number of ordinary shares (diluted) outstanding during the quarter of 61,983,057 calculated as follows:





RM


Weighted average number of ordinary shares
61,742,640


Effect of Executive Share Option Scheme
240,417






Weighted average number of ordinary shares (diluted)
61,983,057









By Order of the Board

Hume Cemboard Berhad

Queek Chai Choo

Company Secretary

Kuala Lumpur

24 February 2003
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