MBM RESOURCES BERHAD

( 284496 – V )


EXPLANATORY NOTES

A - MASB 26 Para 16

    ( 1 )
Accounting Policies

The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Part A of Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the audited financial statements for the year ended 31 December 2001.

The accounting policies and method of computation adopted are consistent with those adopted in the most recent audited annual financial statements for the year ended 31 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 Service Subsidiary 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 liability in the Balance Sheet, and where applicable, all comparative Revenue and Finance Costs figure have been restated to be consistent with the above policies.
    ( 2 )
Status of  The Annual Audit Report of Preceding Annual Financial Statements


The annual audit report of preceding annual financial statements of the Group and the Company was not subject to any qualification.

    ( 3 )
Seasonality or Cyclicality of Interim Operations


The main activity of the Group is in the distributorship of motor vehicles and is therefore dependent on the economy of the country.

    ( 4 )
Exceptional / Extraordinary Items 


There were no exceptional / extraordinary items for the financial period under review.

    ( 5 )
Comments on Material Change in Quarterly Profits before Taxation

The Group’s profit before taxation for the current quarter ending 31st December 2002 is RM38.4 million as compared to the preceding quarter of RM41.4 million. The decrease in profit for the current quarter as compared to the preceding quarter is mainly due to lower contribution from associate companies.

    ( 6 )
Issuance, Cancellation, Repurchases, Resale and Repayment of Debts and Equity Securities


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

During the year ended 31 December 2002, 

i )  the Company has increased its paid up capital from RM139,000,000 to RM231,666,667     by  issuance of 92,666,667 new ordinary shares of RM1.00 each pursuant to the Bonus Issue.

ii )
MBM Resources Berhad  Employees’ Share Option Scheme ( ESOS ) has been established. The total number of unexercised ESOS on 31 December 2002 was 7,181,000 at an exercise price of RM2.54 per share.
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    ( 7 )
Dividends Paid


The following dividends were paid during the current financial year :

i )
Ordinary final gross dividend of 10.0 sen per share[ based on share capital of 139,000,000 ]  less taxation 28% for the financial year ended 31 December 2001amounting to RM10,008,000 was paid on 26 June 2002.

ii )
Special interim gross dividend of 20.0 sen per share[ based on share capital of 139,000,000 ]  less taxation 28% for the financial year ended 31 December 2001amounting to RM20,016,000 was paid on 26 March 2002.

ii )     Ordinary first interim gross dividend of 6.0 sen per share[ based on 231,666,667 ordinary shares]  less taxation 28.0% in respect of the financial year ended 31st December 2002 amounting to RM10,008,000 was paid on 4th October 2002. 

    ( 8 )
Segmental Reporting


Revenue
Operating Profit


RM’000
RM’000

Investment holding
-
(4,863)

Distribution of motor vehicles and related activities
697,848
82,057


697,848
77,194

Group’s share of results of associated companies
-
78,334












  697,848
 155,528


    ( 9 )
Valuation of Property, Plant and Equipment 

 
There was no revaluation of property, plant and equipment during the quarter.


The depreciation charged for the financial year ended 31 December 2002 was RM2,090,449 ( 2001 – RM1,986,510 )

    ( 10 )
Subsequent Material Events 

In the opinion of the Directors, between the end of 4th quarter 2002 and the date of this announcement, no item, transaction or event of a material and unusual nature has arisen to affect substantially the result of the operations of the company and of the Group for the quarter ended 31st December 2002 in respect of which this announcement is made.

    ( 11 )
Effect of Changes in Composition of Company

There are no changes in the composition of company.

    ( 12 )
Changes in Contingent Liabilities and Contingent Assets


As at the date of this report, the Company or the Group does not have any contingent liabilities or contingent assets and none has arisen since the last annual balance sheet date.
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EXPLANATORY NOTES

B - KLSE REVISED LISTING REQUIREMENTS

     ( 1 )
Review of Performance

Group revenue for the year ended 31st December 2002 was RM697.8 million, as compared with RM612.6 million for the year ended 31 December 2001, an increase of 13.9%. Group operating profit before taxation for the period ended 31st December 2002 was RM155.5 million as compared with RM130.1 million achieved in the year ended 31 December 2001, an increase of 19.5%.

MBMR’s increase in Group operating profit before taxation for the year ended 31st December 2002 was due to mainly increased sales of Daihatsu and Perodua vehicles.


     ( 2 )
Comments on Material Change in Quarterly Profits Before Taxation

The Group’s profit before taxation for the current quarter ending 31st December 2002 is RM38.4 million as compared to the preceding quarter of RM41.4 million. The decrease in profit for the current quarter as compared to the preceding quarter is mainly due lower contribution from associate companies.

     ( 3 )
Current  Year Prospect


The global economic uncertainties would naturally affect the results of the Group. However management is taking steps to mitigate these economic uncertainties so as to be able to achieve a satisfactory result for the Group. 

     ( 4 )
Variance from Profit Forecast and Profit Guarantee


The Company did not issue any profit forecast or profit guarantee for the year.

     ( 5 )
Taxation


Current Quarter

Year To Date


31/12/2002

31/12/2002


RM’000

RM’000

Current year’s provision                                                     
7,513

23,420

Add / ( less ): Under / ( over ) provision in prior years
-

-


7,513

23,420

Share of taxation of associated companies
6,404

19,704


13,917

43,124

Provision of deferred  taxation
-

-


13,917

43,124





            Effective tax rate




     36.2%
          27.7%

The effective rate of taxation of the Group for the current quarter is higher at 36.2% than the statutory rate of taxation at 28.0% due to certain expenses being disallowed for taxation purposes and higher incidence of tax at associate level.
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    ( 6 )
Unquoted Investments and Properties


There are no sale of unquoted investments for the current financial year to date. However, profit on sale of fixed assets was RM121,813.

     ( 7 )
Quoted Investments


There are no purchase or sale of quoted securities for the current financial year to date.

     ( 8 )
Corporate Developments

    
There are no new corporate developments. 

     ( 9 )
Group Borrowings and Debt Securities


Group borrowings and debt securities as at the end of the reporting period :-


Short Term Borrowings

RM ’000
Long  Term Borrowings

RM ’000

Denominated in Malaysian Currency



          Secured
-
-

          Unsecured
22,053


40,000




22,053
40,000


    ( 10 )
Financial Instruments with Off Balance Sheet Risk

a. As at the date of this announcement, the Group has the following foreign currency contract outstanding:

Currency
Contracted Amounts
Equivalent in RM
Expiry Date

Yen
562,071,950
18,232,337
26th Feb 2003 – 1st Apr 2003

    (  i )
The foreign currency contract is a forward contract of short term nature. There is no instruments risk, and the Group does not calculate the difference between the contracted rates and the spot rates and therefore does not take up the difference in the income statement:;

    ( ii )
The foreign currency contracts are entered into to hedge the Group’s purchases denominated in foreign currency. The contracted rates will be used to convert the Malaysian Ringgit to foreign currency.

    ( iii )
Forward foreign exchange contracts are used to firm the  exchange rate for payments in foreign currency. The maturity period for each contract depends on the payments date agreed with the suppliers. The hedging immunises the Group from market or other risks such that the values of the underlying liabilities are fixed. Besides a small fee, there are no other cash requirements for these contracts.
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   ( 11 )
Material Litigation


There is no material litigation as at the date of this reporting.

   ( 12 )
Dividend


The board is pleased to declare 2nd interim gross dividend of 12.0 sen per share less taxation

 
28.0%, which will amount to RM20,016,000 for the financial year ended 31st December 2002 based on the enlarged share capital of 231,666,667 ordinary shares ( 4th  Quarter 2001 – Special interim gross dividend of  12.0 sen per share less taxation 28% amounting to RM20,016,000 for the financial year ended 31 December 2001 based on the enlarged share capital of 231,666,667 ordinary shares was paid on 29 March 2002 ).


The 2nd interim dividend is to be paid on 7 April 2003 and the Register of Members will be closed on 19 March 2003, to determine shareholders’ entitlement to the said dividend.

The board does not propose to recommend a final dividend for the financial year ended 31 December 2002 ( 2001 – Final gross dividend of 6.0 sen per share less taxation 28% based on enlarged share capital of RM231,666,667 was paid on 26 June 2002 ).


The total gross dividend for the current financial year based on enlarged share capital of 231,666,667 is 18.0 sen ( 2001-Gross Dividend of  24.0sen including the special interim dividend ).

    ( 13 )
 Earnings Per Share

The earnings per share is calculated by dividing the 2002 cumulative Group earnings of RM91,696,000 ( 2001 : RM87,476,000 ) and current quarter earnings of RM18,080,000 ( 4th quarter 2001 :29,846,000 ) by the enlarged  share capital of  231,666,667 ordinary shares.


2002
2001
2002
2001


12 months cumulative
12 months cumulative
Current year quarter
Current year quarter


to date
to date










( RM’000 )
( RM’000 )
( RM’000 )
( RM’000 )

Basic :





Net profits attributable to





Ordinary shareholders
91,696
87,476
18,080
29,846








Shares
Shares
Shares
Shares

No. of ordinary shares in issue





As at 01 January.
139,000
139,000
139,000
139,000







Effect of the Bonus issue
92,667
92,667
92,667
92,667







Weighted average number of





Ordinary shares in issue
231,667
231,667
231,667
231,667








Sen
Sen
Sen
Sen

Basic earnings per share.
39.6
37.8
7.8
12.9

BY ORDER OF THE BOARD

MBM RESOURCES BERHAD

SHAHRIZAT OTHMAN

COMPANY SECRETARY

KUALA LUMPUR

DATED : 28 FEBRUARY 2003
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