DELLOYD VENTURES BERHAD

(Incorporated in Malaysia)

A.  
NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation

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

The accounting policies and methods of computations adopted in this interim financial report are consistent with those adopted by the Group in the preparation of the annual financial statements for the year ended 31 December 2001 except for the following change in accounting policy on dividend to comply with MASB 19:

Proposed dividends after the balance sheet date are not recognised 

as a liability at the balance sheet date.  

All comparative figures have been restated to be consistent with the change in the above policy.

2.
Audit report of the preceding annual financial statements 

The auditors’ report of the preceding annual financial statements was not subject to any qualification.  

3.
Seasonality or cyclicality of interim operations
The operations of the Group are not affected by any significant seasonal or cyclical factors other than the plantation sector which is dependent on the selling prices of crude palm oil and the production of fresh fruit bunches.  

4. Nature and amounts of items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence
There were 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  
There were no estimates of amounts reported in the prior interim periods of the current  financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter.
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6.
Issuance and Repayments of debt and equity securities

(a)
During the year ended 31 December 2002, the issued and paid-up capital of the Company was increased from 67,267,000 to 87,804,000 ordinary shares of RM1.00 each by way of :

(i) Allotment of 3,146,500 new ordinary shares of RM1.00 each for cash under the Employee Share Option Scheme (ESOS) which was implemented on 20 August 1998.



(ii)
A bonus issue of 17,390,500 new ordinary shares of RM1.00 each on the basis of 1 new ordinary share for every 4 existing ordinary shares held on 18 September 2002.


(b)
The Company, through one of its subsidiary prematurely retired term loans totaling RM26.2 million.  The repayment using internally generated funds had resulted in lower finance costs for the Group. 

Subsequent to 31 December 2002, the paid-up capital was further increased to RM87,925,250 by way of allotment of 121,250 new ordinary shares of RM1.00 each for cash under the ESOS.  The number of outstanding share options as at 20 February 2003 was 1,202,750.

7.
Dividends paid

During the twelve months ended 31 December 2002, the Company paid an interim dividend of 4 sen per share Tax Exempt on 28 May 2002 and a final dividend of 6 sen per share Tax Exempt on 1 August 2002 for the financial year ended 31 December 2001.  The total dividend paid for the financial year ended 31 December 2001 was 10 sen per share Tax Exempt amounting to RM6.925 million. 

On 28 January 2003, an interim dividend of 5 sen per share Tax Exempt amounting to RM4.39 million which was approved by the Board of Directors on 26 November 2002 was paid in respect of the financial year ended 31 December 2002.  
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8.
Segmental Reporting


Details of the Group’s segmental report are as follows :

12 months ended

31 December 2002
Automotive

Components
Agri-Chemical

Products
Plantation
Others
Total




RM’000
RM’000
RM’000
RM’000
RM’000

Revenue
192,299
25,778
9,364
318
227,759

Results






  -  profit from operations
46,653
1,490
5,288
(132)
53,299

Unallocated income




      34








Unallocated expenses




    (489)      

Finance costs




    (749)       








Profit before taxation




52,095

Taxation




 (13,800)

Minority interest




         (744)








Net profit for the year




  37,551

9. Valuation of property, plant and equipment

The Group did not revalue its property, plant and equipment.

10. Material events subsequent to interim period not reflected in the financial statements

There were no material events subsequent to the interim period not reflected in the financial statements that require disclosure. 

11.
Changes in the composition of the Group
During the fourth quarter, the Company through its wholly owned subsidiary Delloyd Dotcom Sdn Bhd, acquired the remaining 49.9% shares in Asian Auto Interactive Sdn Bhd (AAI) representing 499,000 Ordinary Shares of RM1.00 for a total cash consideration of RM79,877.

AAI was formerly a Joint Venture company set up to venture into the online publishing and automotive e-commerce business.  Due to poor market response to e-commerce business, the company has since ceased operation.  The decision by the Board to acquire the remaining shares from the minority shareholders was done in the best interest of the Group.
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As announced to the KLSE on 25 January 2002, the Company acquired two (2) ordinary shares at RM1.00 each being 100% interest in Delloyd R&D Sdn Bhd on 22 January 2002.  Delloyd R&D Sdn Bhd is an approved R&D company under the Promotion of Investments Act 1986 and was set up to provide in house R&D services to the Delloyd group of companies.

Except for the above, there were no  other 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, restructuring and discontinuing operations.

12.
Contingent liabilities or contingent assets
The Company has contingent liabilities pertaining to corporate guarantees given to financial institutions for banking facilities granted to subsidiary companies and bank guarantee to a customer amounting to RM10,362,000.

B. 
ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF THE KLSE’S LISTING REQUIREMENT 
1.
Review of  performance of the Company and its principal subsidiaries

During the fourth quarter, the Group’s revenue decreased by 4.9% from RM52.6 million to RM50.0 million from that of the corresponding period last year.  The Group’s pre-tax profit dropped by RM0.77 million from RM8.35 million to RM7.58 million for the same quarter.

For the twelve months period to 31 December 2002, the Group recorded a revenue of RM227.7 million representing a growth of 13.4% from the previous year’s corresponding period of RM200.7 million.  The improved results were mainly attributed to the strong performance of the local automotive industry, higher sales of agri-chemical products and the better selling prices of crude palm oil as compared to the corresponding period last year.
2.
Material change in the profit before taxation compared with the immediate preceding quarter
The Group registered a profit before taxation of RM9.4 million compared to RM15.9 million during the preceding quarter.  This represents reduction of 40.8% over the preceding quarter’s result.  The reduction is due to lower sales recorded during the fourth quarter of RM50.0 million against RM63.0 million mainly attributed to the long festive shutdowns by the major car assemblers.  

3.
Prospects 

The automotive business is expected to face a challenging year ahead in view of the uncertainty of the impact of AFTA on the automotive industry.  However, the increase in participation of several non-national car assemblers in the local automotive industry provides a good opportunity for the Group to expand its business into this segment both locally and regionally. 

The performance of the Group is expected to remain satisfactory. 




4.
Profit forecast / profit guarantee

This note is not applicable to the Group.
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5.
Taxation


Current Quarter

Ended
12 Months

Ended


31/12/2002
31/12/2002


RM’000
RM’000

Income tax





- current
2,852
15,675

- under/(over) provision 

   in prior years
-
    (843)

Deferred  taxation
(1,032)
(1,032)


1,820
          13,800

The taxation charge for the current financial quarter is in respect of provisions made in the accounts for taxation on the current year basis of assessment.  The effective tax rate is higher than the statutory tax rate due to certain expenses being disallowed for taxation purposes.    

6.
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.

7.
Quoted Investments

There were no purchase or disposal of quoted investments for the current quarter and financial year-to-date

8.
Status of corporate proposals announced but not completed

On 8 July 2002, it was announced to the KLSE that the Company, through its wholly owned subsidiary Delloyd Industries (M) Sdn Bhd has signed a Memorandum Of Understanding (“MOU”) with the Government of Huadu District Guangzhou City, People’s Republic of China for the proposed investment of USD $2.5 million.  The investment involves the setting up of a foreign sole-proprietor plant in Guangzhou Huadu Xinhua Industrial Area for the manufacture and assembly of automotive parts and components.  Full details of the proposed investment will be announced when all the terms and conditions have been finalised.
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9.
Group borrowings and debt securities

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

a)
Short Term Borrowings


    RM’000

Bills payable
 5,726



Revolving credit


 2,000

Bank overdrafts


      36

Portion of long term borrowings 

repayable within 12 months
     308


 8,070



b)
Long Term Borrowings


     RM’000

Long term loans
     494



Hire purchase creditors
       73



  
    567

Portion repayable within 12 months
    (308)




    259



10.
Off balance sheet financial instruments

The Group enters into short-term foreign exchange contracts to hedge its exposure to currency fluctuations affecting foreign currency denominated trade payables.  The outstanding foreign exchange forward contracts as at 20 February 2003 amounted to a Malaysian equivalent of RM2.55 million mainly denominated in Japanese Yen.

All the foreign contracts mature within 12 months and any gain or losses on foreign exchange contracts are being dealt with in the income statement.

11.
Changes in material litigation
There has been no change in the status of the litigation instituted against certain subsidiaries of the Group for copyright infringement. 

The application for summary judgement by the Plaintiff had been dismissed by the Court at a hearing held on 14 April 2000.
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12.
Dividend 
The Board of Directors is recommending for shareholders’ approval at the forthcoming Annual General Meeting, a final dividend of 7 sen per share Tax Exempt (2001 : 5 sen per share Tax Exempt) for the financial year ended 31 December 2002.  The total dividend for the financial year ended 31 December 2002 is 12 sen per share Tax Exempt (2001 : 10 sen per share Tax Exempt)

The date of the Annual General Meeting and book closure for dividend entitlement will be announced in due course.  

13.
Earnings per share
Basic earnings per share is calculated by dividing the net profit attributable to the shareholders of RM37,551,000 by the weighted average number of ordinary shares in issue as at 31st December 2002 of 73,604,926.

Diluted earnings per share is calculated by dividing the adjusted net profit attributable to the shareholders of RM37,660,000 by the adjusted weighted average number of ordinary shares in issue of 74,935,676.








            

         RM

Net profit attributable to shareholders  



   37,551,000

Notional interest savings




        109,000

         

Adjusted net profit attributable to shareholders                                 37,660,000  

 








   No. of share








             of RM1.00 each
Weighted average number of shares as at 


   73,604,926

31 December 2002





    
 

Effect of ESOS






     1,330,750




     







 







  74,935,676


By Order of the Board

Ng Say Or

Company Secretary

Dated  :  26 February 2003
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