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HWANG-DBS (MALAYSIA) BERHAD


(Company No: 238969-K)

The Board of Directors is pleased to announce the consolidated results of the Group for the fourth quarter and  financial year ended 31 July 2002. The figures have not been audited.

CONSOLIDATED INCOME STATEMENT





INDIVIDUAL QUARTER

CUMULATIVE QUARTER




CURRENT 

YEAR

QUARTER

31 JULY

 2002

RM’000

PRECEDING YEAR


CORRESPONDING 
QUARTER


31 JULY

                        2001


RM’000

CURRENT


YEAR


TO DATE


31 JULY

 2002


RM’000

PRECEDING YEAR


CORRESPONDING 


PERIOD

31 JULY 

2001


RM’000









1.
(a)
Revenue
72,851

10,042
135,767

57,349










(b)
Investment income
44
                            
33
187
                          333










(c)
Other income
5,908

3,468
21,802

20,356









2.
(a)
Profit/(loss) before finance cost, depreciation and amortisation, exceptional items, income tax, minority interests and extraordinary items
4,103
                    12,316
40,723

29,879












(b)
Finance cost
(2,418)

(2,368)
(9,221)

(7,472)










(c)
Depreciation and amortisation
(4,297)

(4,861)
(17,489)

(14,000)










(d)
Exceptional items

-

-
-

-


(e)
Profit/(loss) before income tax, minority interests and extraordinary items
(2,612)
                      5,087
14,013

8,407










(f)
Share of profits and losses of associated companies 
-

-
-

-


(g)
Profit/(loss) before income tax, minority interests and extraordinary items
(2,612)



 5,087
14,013

8,407










(h)
Income tax
(267)

(4,193)
(10,815)

(6,580)


(i)
(i)  Profit/(loss) after income tax before deducting minority interests
(2,879)

894
3,198

1,827











(ii) Add/(Less) minority interests
102

148
402

283










(j)
Pre-acquisition profit/(loss), if applicable
-
-



-
-





(k)
Net profit/(loss) from ordinary activities attributable to members of the company
(2,777)
                      1,042
3,600
                       2,110










(l)
(i)   Extraordinary items
-

-
-

-



(ii)  Less minority interests 
-

-
-

-



(iii) 
Extraordinary items attributable to members of the company
-
-
-
-


(m)
Net profit/(loss) attributable to members of the company
(2,777)

 1,042
3,600

2,110









3.

Earnings per share based on 2(m) above after deducting any provision for preference dividends, if any:






(a)
Basic (based on weighted average number of  259,883,533 ordinary shares for the fourth quarter and 258,831,115 ordinary shares for the cumulative quarter current year to date) (sen)

(1.07)



0.40
1.39

0.82










(b)
Fully diluted (based on weighted average number of 261,820,129 ordinary shares for the fourth quarter and 260,556,545 ordinary shares for the cumulative quarter current year to date) (sen)
(1.06)

 0.40

1.38

0.81

[image: image2.png]



HWANG-DBS (MALAYSIA) BERHAD


(Company No: 238969-K)


CONSOLIDATED BALANCE SHEET 




AS AT  


CURRENT

FINANCIAL 

YEAR END

31 JULY 2002


RM’000


AS AT 
PRECEDING 


FINANCIAL


YEAR END


31 JULY 2001


RM’000








1.
Properties, plant and equipment
87,359


87,680

2.
Investment Properties
18,465


18,465

3.
Long Term Investments






Other Investments
5,337


7,319



Clearing Fund
1,000


1,000

4.
Goodwill on consolidation
102

102

5.
Intangible Assets






Goodwill 
164,284


173,626







6.
Current Assets





Funds under management
12,432

9,291



Investments in marketable securities and unit trusts
25,715


13,175


Clients’ and brokers’ balances
292,635


397,793


Trade receivables
188


567


Loan receivables
110,539


22,515


Amount due from MDCH
36


28


Other receivables, deposits and prepayments
10,635


16,641


Tax recoverable
46


1,633


Deposits, cash and bank balances
227,435


352,876



679,661


814,519







7.
Current Liabilities






Clients’ and brokers’ balances
139,995


283,359



Trade payables
                               -


114



Other payables and accruals
71,712


79,357



Short term borrowings
                    100,000                         


233



Taxation
36,211


37,273



347,918


400,336







8.
Net Current Assets
331,743


414,183









608,290


702,375







9.
Shareholders’ Funds





Share Capital
260,652


258,513


Reserves






Share Premium
31,015


30,057


      Retained Profits
310,555

306,955



602,222


595,525


Less:  Treasury Shares, at cost
(1,063)

                      (1,044)



601,159

                     594,481







10.
Minority Interests
4,444


4,846

11.
Long Term Borrowings
-

                     100,000

12.
Deferred taxation
2,687


3,048



608,290


702,375







13.
Net Tangible Assets per share (RM)

1.68



1.63
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HWANG-DBS (MALAYSIA) BERHAD


(Company No: 238969-K)

Notes

1.
Accounting Policies

The quarterly financial statements of the Group are prepared using the same accounting policies and methods of computation as those used in the preparation of the most recent annual financial statements and include compliance with applicable approved Accounting Standards.

During the financial year, the Group changed its accounting policy with respect to the recognition of liabilities in compliance with Malaysian Accounting Standards Board’s (“MASB”) Standard 19 “Events After the Balance Sheet Date”.  In accordance with MASB Standard 19, the Group has now changed its accounting policy to recognise dividends in shareholders’ equity in the financial year in which the obligation to pay is established.  Therefore, final dividends are now accrued as a liability after approval by shareholders at the Annual General Meeting.  

At the forthcoming Annual General Meeting of the Company, a first and final dividend of 2.5 sen gross per share, less tax at 28% amounting to RM4,682,556 in respect of the financial year ended 31 July 2002 will be proposed for the shareholders’ approval.  The financial statements for the current financial year do not reflect this proposed dividend, which will be accounted for in the shareholders’ equity as an appropriation of retained profits in the financial year ending 31 July 2003.

In the previous financial years, final dividends were accrued as a liability when proposed by the directors.  The new accounting policy has the effect of increasing the retained profits of the Group and of the Company as at 31 July 2002 by RM4,682,556 respectively.  The change in accounting policy has been accounted for retrospectively.  The retained profits of the Group and of the Company as at 31 July 2001 have not been restated for the effect of the new accounting policy as no final dividend was proposed by the directors for the financial year then ended.



2.
Exceptional Items

There were no exceptional items for the current quarter and financial year ended 31 July 2002. 

3.
Extraordinary Items

There were no extraordinary items for the current quarter and financial year ended 31 July 2002.

4.
Taxation

The Group’s taxation comprises the following:





Current Year

Quarter

31 July 2002 

RM’000


Cumulative

Quarter

Current Year

To Date

31 July 2002 

RM’000




(i)
Current taxation

688
9,105


(ii)
(Over)/Under provision in respect of prior years

(60)
2,071


(iii)
Deferred taxation

(361)
(361)





267
10,815


The effective tax rate is higher than the statutory tax rate for the current quarter and financial year  ended 31 July 2002 principally due to non-deductibility of certain expenses and non-availability of Group tax relief.

Tax credits arising from accumulated losses of acquired companies under the stockbroking consolidation exercise have not been taken into account in arriving at the tax provision of its stockbroking subsidiary as the Inland Revenue Board has yet to determine and approve the amount of tax credits available for utilization.

5.
Profits on Sale of Unquoted Investments and/or Properties

There were no disposal of unquoted investments and properties for the current quarter and financial year ended 31 July 2002.

6.


Quoted Securities



(a) Total purchases and disposals of quoted securities by the Group other than the stockbroking subsidiary and the profit arising therefrom are as follows:


Current Year

Quarter

31 July 2002 

RM’000
Cumulative Quarter

Current Year

To Date

31 July 2002 

RM’000

(i)    Total Purchases
3,925
21,952

(ii)   Total Disposals
1,725
20,069

(iii)  Total Profit on Disposals
199
2,096






(b) Total investments in quoted securities held by the Group other than the stockbroking subsidiary as at 31 July 2002 are as follows:




Included in Funds Under Management






RM’000







(i)     At Cost

11,421







(ii)    At Book Value

11,421







(iii)   At Market Value

12,672

7.
Changes in the Composition of the Group and of the Company

There were no changes in the composition of the Group and of the Company for the current quarter and financial year ended 31 July 2002.

8.
Status of Corporate Proposals

There  were  no  corporate  proposals  announced but not completed as at 19 September 2002 (the latest  practicable  date  which  is not earlier than 7 days from date of issue of this announcement). 

However, we would highlight that on 29 November 2001, Hwang-DBS Securities Berhad (“Hwang-DBS Securities”) was granted approval in principle by the Securities Commission (“SC”) for the establishment of 3 stockbroking branches in year 2002, namely at Sungei Petani, Klang and Ipoh.  Arising from a subsequent application by HDBS Securities, the SC granted approval on 9 February 2002 for HDBS Securities to operate a branch in Subang Jaya instead of in Klang. The SC has also granted approval in principle on 20 May 2002 for the establishment of a branch in Cheras, Kuala Lumpur. The stockbroking branches at Subang Jaya, Sungei Petani and Cheras were opened on   

20 May 2002,  29 July 2002 and 9 September 2002 respectively. However, due to the lacklustre market, the opening of the stockbroking branch in Ipoh has been deferred.



9.
Debt and Equity Securities

There were no repayment of debt and equity securities, share cancellations and resale of treasury shares for the financial year ended 31 July 2002 except for the following:

(a) The Company has issued 2,139,000 ordinary shares of RM1 each for cash at the respective option prices pursuant to the Hwang-DBS (Malaysia) Berhad Employees’ Share Option Scheme. The exercise price ranged from RM1.14 to RM1.71 and cash proceeds arising from the exercise of options during the financial year ended 31 July 2002 amounted to RM3,097,070.

(b) The Company had purchased back 10,000 ordinary shares of RM1 each for cash from the open market at an average price of RM1.85 per share. The share buy-back transactions were financed by internally generated funds. The shares purchased are being held as treasury shares. Details of the share buy-back are as follows:

       

     Month
Number of
Highest
Lowest
Average
Total


Shares
Price
Price
price
Amount


Purchased
Paid
Paid
paid
Paid



RM
RM
RM
RM








                    December 2001
5,000
1.83
1.81
1.82
9,182

                    June 2002
5,000
1.88
1.88
1.88
9,484


10,000



18,666

10.
Group Borrowings and Debt Securities

(a) All Group borrowings as at 31 July 2002 are unsecured.

(b)     Analysis between short term and long term borrowings as at 31 July 2002 are as follows:









RM’000



Short Term Borrowings




Term Loan


100,000








Long Term Borrowings


Nil








(c)
All borrowings are denominated in Ringgit Malaysia.

11.
Contingent Liabilities

Contingent liabilities in respect of corporate guarantees issued by the Company to financial institutions for banking facilities granted to its subsidiary companies for working capital purposes as at 19 September  2002 (the latest practicable date which is not earlier than 7 days from date of issue of this announcement), amounted to RM100 million. 

12.
Financial Instruments with Off Balance Sheet Risk

There are no financial instruments with off balance sheet risk as at 19 September 2002 (the latest

practicable date which is not earlier than 7 days from date of issue of this announcement).

13.
Material Litigation

Save as disclosed below, neither the Company nor any of its subsidiary companies are engaged in any material litigation, either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings, pending or threatened, against the Group or of any facts likely to give rise to any proceedings which might materially affect the position or business of the Group:- 

(a) There is a claim filed by a remisier’s former assistant for damages of RM40 million against HDBS Securities on 20 October 1999 arising from a police report lodged by the remisier against the said remisier’s former assistant over an incident of unauthorized sale of shares. The Court has yet to fix a trial date.

(b) There is another claim filed by a client of HDBS Securities on 9 May 2000 against HDBS Securities for damages of RM130 million wherein the client alleged collusion to defraud him and mental suffering after HDBS Securities commenced legal action against him on 27 May 1998 to recover the outstanding sum of RM8.46 million in the client’s share trading and margin accounts. HDBS Securities’ claim against the said client and the client’s claim against HDBS Securities have been consolidated. The Court has yet to fix a trial date.

(c) HDBS Securities has filed a claim against one of its clients to recover an outstanding sum of RM8.99 million in the said client’s share trading and margin accounts on 7 July 2001. The said client has filed a counterclaim on 30 August 2001 for damages to be assessed against HDBS Securities alleging that a third party had wrongfully traded on his accounts and further alleging breach of fiduciary duty on HDBS Securities part. HDBS Securities has filed its Reply and Defence to Counterclaim on 1 October 2001.  The matter is still pending in Court.




(d) A client of HDBS Securities has on 18 July 2002 filed a claim for damages of RM10 million against HDBS Securities. The client alleged that the losses in his account were incurred by a third party and HDBS Securities had defamed him by wrongfully reporting him to the KLSE. HDBS Securities has filed its Defence on 23 August 2002. The Court has yet to fix a trial date.

(e) HDM Venture Capital Sdn Bhd (“HDM Venture”), a wholly-owned subsidiary of the Company, has filed a claim against one of its client and the client’s guarantor (“Defendants”) on 4 March 1998 to recover a sum of approximately RM6.6 million in relation to a term loan facility granted to the client. The Defendants have filed a counterclaim on 1 August 2000 for damages to be assessed against HDM Venture alleging that HDM Venture had wrongly sold the shares pledged to secure the above term loan facility. HDM Venture had obtained judgement against the Defendants who have filed an appeal against the judgement. The Defendants’ counterclaim against HDM Venture and their appeal against the judgement entered against them are pending before the Court. 

The above cases are pending in Courts and based on legal opinion, HDBS Securities and HDM Venture are confident of successfully defending the claims.

14.
Segmental Information




The group is organised into four main business segments:

· Stockbroking and related activities
-
stockbroking, dealing in options and futures, asset and 




management and the management of a unit trust fund

· Property investment

-
letting of properties

· Investment holding

-
investment holding

· Money lending

-
financiers, promoters and financial and monetary agents


Other business segments include other dormant operations, none of which are of a sufficient size to 


be reported separately.


The directors are of the opinion that all inter-segment transactions have been entered into in the normal 


course of business and have been established on terms and conditions that are not materially different 


from that obtainable in transactions with unrelated parties.





Primary reporting format - business segments
PRIVATE 

Stock-

broking

and

related

activities

RM'000
Property 

investment

RM'000
Investment
holding

RM'000
Money

lending

RM'000
Others

RM'000
Consoli-

-dated

RM'000


Revenue








Total revenue
130,132
7,050
4,348
4,458
108
146,096


Inter-segment revenue
(349)
(6,100)
(3,772)
0
(108)
(10,329)



129,783
950
576
4,458
0
135,767


Results








Segment results (external)
14,332
4,686
2,749
2,132
(306)
23,593











Unallocated income





295


Unallocated expenses





       (568)


Profit from operations





23,320


Interest expense





(9,307)


Profit from ordinary activities

  before taxation





14,013


Taxation





(10,815)


Profit after taxation





3,198


Minority interests





402


Net profit for the financial year





3,600



OTHER INFORMATION








Segment assets
748,937
72,984
13,236
112,792
3

947,952


Unallocated assets






8,256


Total assets






956,208











Segment liabilities
210,976
80
510
131
10

211,707


Unallocated liabilities






138,898


Total liabilities






350,605











Capital expenditure
10,972
742
-
-
-

11,714


Depreciation
6,992
1,155
-
-
-

8,147


Amortisation of goodwill
9,342
-
-
-
-

9,342


Secondary reporting format - geographical segments

PRIVATE 


Revenue
Total

Assets
                   Capital

          Expenditure




RM’000

RM’000
                       RM’000


Malaysia

119,948

921,787
                   11,714 


Singapore

   5,012

           -
                               -


Hong Kong

    9,505

           -
                               -


Others

    1,302

           -
                               -






135,767


11,714










Unallocated assets



34,421







956,208


1  

115.
Material Changes in Current Quarter Results as compared with the Immediate Preceding Quarter

The Group incurred a loss of RM2.61 million compared with a pre-tax profit of RM9.90 million in the preceding quarter. This is in line with the lower market volume and value traded in the KLSE in the currrent quarter coupled with allowance made for doubtful debts and allowance for diminution in value of quoted and unquoted investments as at 31 July 2002.



16.
Review of Performance of the Company and its Principal Subsidiaries

The Group turned in a revenue of RM135.77 million, registering a significant increase over the previous financial year’s revenue of RM57.35 million. The increase is mainly attributed to the higher brokerage revenue generated by its stockbroking subsidiary as well as the excellent sales of unit trusts since the launch of the maiden fund, the Hwang-DBS Select Opportunity Fund (“SOF”), in September 2001 by the unit trust subsidiary. The SOF was ranked as the Top Performing Fund in the Equity Fund Category by the Lipper and Standard & Poors Micropal for the six months’ performance ended 30 June 2002.

The Group’s profit before tax for the financial year ended 31 July 2002 increased to RM14.01 million compared with RM8.41 million in the preceding year. The better performance for the financial year under review is mainly due to higher profitability achieved by its stockbroking subsidiary which is  in tandem with the improved market sentiments and higher value traded. The KLSE market turnover for the financial year ended 31 July 2002 increased to RM145 billion compared with RM89 billion in the previous corresponding year.  However, the profitability of the Group was affected by higher financing costs, amortization charge on goodwill from acquisitions and relocation costs of the Johor Bahru branch of HDBS Securities.

In the opinion of the Board of Directors, no item, transaction or event of a material and unusual nature has arisen which would affect substantially the results of the operations of the Group for the period  from 31 July  2002 to the date of issue of this announcement.



17.
Material Events Subsequent to the end of the Financial Year ended 31 July 2002

There are no material events subsequent to the end of the financial year ended 31 July 2002 to 19 September 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this announcement) except for the opening of the stockbroking branch in Cheras on 9 September 2002.



18.
Seasonal or Cyclical Factors

The Group’s operations are not affected by seasonal or cyclical factors except for the stockbroking subsidiary’s operations which is dependent on the stock market performance.

19.
Current Year Prospects


The Group foresees a challenging year ahead especially for its stockbroking operations in view of the full liberalisation of brokerage rates and the current thin volume traded in the KLSE. The performance of the Group is highly dependent on the sentiments prevailing in the local bourse as well as in the regional and global financial markets. Uncertainties prevailing in the US continue to weigh heavily on the recovery of the economies of the region and this will not augur well for the financial markets which, in turn,  will have an adverse impact on the Group’s performance for the current financial year ending 31 July 2003.

 

20.
Profit Forecast and Profit Guarantee

Not applicable.

21.
Dividend

No dividend has been paid since the end of the company’s previous financial year end. The Board of Directors now recommends the payment of a first and final dividend of 2.5 sen gross per share, less tax at 28% in respect of financial year ended 31 July 2002 which is subject to approval of Members of the Company at the forthcoming Annual General Meeting of the Company. Entitlement date will be announced in due course. 



By Order of the Board

CHEN MUN PENG

TAN LEE PENG

Company Secretaries

Penang

26 September 2002
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