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ANNOUNCEMENT OF AUDITED CONSOLIDATED RESULTS

FOR THE YEAR ENDED 30 JUNE 2001

The Board of Directors of RHB Capital Berhad wishes to announce that the audited consolidated results of the Group for the year ended 30 June 2001 are as follows:-

CONSOLIDATED INCOME STATEMENT


Individual Quarter
Cumulative Quarter



Current Year


Fourth


Quarter

30 June 2001

Preceding Year

Corresponding

Fourth Quarter

30 June 2000


Current


Year


Ended

30 June 2001

Preceding

Year

Ended

30 June 2000


RM’000

RM’000

RM’000

RM’000










Interest income
699,795

740,963

2,830,056

3,051,340

Interest expense
(324,761)

(350,174)

(1,361,661)

(1,645,515)

Net interest income
375,034

390,789

1,468,395

1,405,825

Skim Perbankan Islam
15,099

2,250

48,407

19,178


390,133

393,039

1,516,802

1,425,003

Non-interest income
117,946

72,233

538,328

620,315

Net income
508,079

465,272

2,055,130

2,045,318

Overhead expenses
(225,637)

(207,939)

(883,002)

(794,429)

Operating profit before loan and financing loss and provision
282,442

257,333

1,172,128

1,250,889

Loan and financing loss and provision
(202,169)

(68,089)

(547,286)

(469,147)

Operating profit after loan and financing loss and provision
80,273

189,244

624,842

781,742

Share in the profit/(loss) of an associated company
1,616

1,063

(3,315)

9,365

Profit before taxation and zakat 
81,889

190,307

621,527

791,107

Taxation and zakat
(33,451)

(61,194)

(208,772)

(235,271)

Profit after taxation and zakat 
48,438

129,113

412,755

555,836

Minority interests
(20,897)

(42,504)

(149,845)

(162,121)

Profit after taxation, zakat and minority interests
27,541

86,609

262,910

393,715

Earnings per share for the period/year

   - Basic (sen)
0.9

4.6

12.0

19.7

   - Fully diluted (sen)
0.9

4.5

12.0

19.2

RHB CAPITAL BERHAD (312952 – H)

CONSOLIDATED BALANCE SHEET AS AT 30 JUNE 2001


As at 

30 June 2001

As at

30 June 2000


RM’000

RM’000

ASSETS









Cash and short term funds
4,093,021

4,436,834

Securities purchased under resale agreements
-

197,780

Deposits and placements with financial institutions
1,239,372

677,854

Dealing securities
4,761,645

4,572,856

Investment securities
5,305,802

5,263,351

Loans, advances and financing
38,129,922

35,123,847

Clients’ and brokers’ balances
105,480

300,033

Investments in associated companies
49,796

56,492

Amount recoverable from Pengurusan Danaharta Nasional Berhad
184,844

457,869

Tax recoverable
20,806

17,220

Other assets
959,506

1,672,570

Statutory deposits
1,019,889

1,204,468

Goodwill
280,723

132,040

Fixed assets
920,767

925,258

Total assets
57,071,573

55,038,472






LIABILITIES AND SHAREHOLDERS’ EQUITY









Deposits from customers
37,881,299

35,694,016

Deposits and placements of banks and financial institutions
4,154,246

4,528,090

Obligations on securities sold under repurchase agreements
1,834,827

1,942,247

Bills and acceptances payable
4,768,815

4,354,497

Clients’ and brokers’ balances 
93,830

265,664

Other liabilities
843,282

1,213,887

Taxation
497,080

218,652

Deferred taxation
4,285

99,755

Borrowings
1,037,618

996,637

Irredeemable Non-cumulative Convertible Preference Shares
1,104,469

1,104,469


52,219,751

50,417,914

Minority interests
1,387,150

1,283,395

Total liabilities
53,606,901

51,701,309






Share capital
1,823,468

1,823,468

Non-distributable reserves
1,918,083

1,788,604

Accumulated loss
(276,879)

(274,909)

Total shareholders’ equity
3,464,672

3,337,163

Total liabilities and shareholders’ equity
57,071,573

55,038,472






Commitments and contingencies
34,277,821

35,233,513






Net tangible assets per share (RM)
1.75

1.76

1.
Group Accounting Policies

There are no changes in the Group's accounting policies and methods of computation used in this set of financial statements for the year ended 30 June 2001 as compared with the annual financial statements for the financial year ended 30 June 2000 other than compliance with the relevant Malaysian Accounting Standards Board's approved Accounting Standards which became operative during the financial year ended 30 June 2001.

2.
Exceptional Items


There were no exceptional items for the financial year ended 30 June 2001.

3.
Extraordinary Items


There were no extraordinary items for the financial year ended 30 June 2001.

4.
Taxation and zakat


Individual Quarter

Cumulative Quarter



Current Year


Fourth


Quarter

30 June 2001


Preceding Year


Corresponding


Fourth Quarter


30 June 2000


Current


Year


Ended

30 June 2001


Preceding


Year


Ended

30 June 2000


RM’000

RM’000

RM’000

RM’000











Current Malaysian taxation









- Based on profit for the period/year
102,496

35,024

298,517

192,405

- (Over)/Under provision in respect of prior period/year
(4,681)

3,258

(4,349)

3,933

- Transfer (from)/to deferred taxation
(65,392)

20,861

(93,326)

32,039


32,423

59,143

200,842

228,377

Foreign taxation based on profit for the period/year
976

1,633

7,734

4,166


33,399

60,776

208,576

232,543

On share of profit of an overseas associated company
-

368

-

2,527

Zakat
52

50

196

201


33,451

61,194

208,772

235,271

The effective tax rate is higher than the statutory tax rate for the fourth quarter and for the year ended 30 June 2001 as certain expenses are not deductible for tax purposes and profits made by some subsidiaries could not be offset against losses incurred by other subsidiaries.

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


Other than in the ordinary course of business and as stated in Note 7.2 below, there were no sales of unquoted investments and/or properties during the financial year ended 30 June 2001.

6.
Quoted Securities

Other than in the ordinary course of business, there were no purchases or disposals of quoted securities during the financial year ended 30 June 2001.

7.
Changes in Composition of the Group 


Except as stated below, there were no significant changes in the composition of the Group for the financial year ended 30 June 2001.

7.1
Acquisition of Delta Finance Berhad and Interfinance Berhad

On 1 September 2000, the Company announced that RHB Bank Berhad (‘RHB Bank’), a 70% owned subsidiary of the Company, has on 30 August 2000, received the approval of the Minister of Finance (‘MOF’) via Bank Negara Malaysia ('BNM') for the following:

(i) The proposed acquisition of the entire issued and paid-up share capital of Delta Finance Berhad ('DFB’) ('Acquisition of DFB’);

(ii) The proposed acquisition of 90% of the issued and paid-up share capital of Interfinance Berhad (‘Interfinance’) and the proposed compulsory acquisition of the remaining 10% of the issued and paid-up share capital of Interfinance pursuant to Section 180 of the Companies Act, 1965 ('Acquisition of Interfinance’); and 

(iii) The proposed merger of the finance company business of Interfinance with DFB.

The acquisition of DFB and the acquisition of 90% of the issued and paid-up capital of Interfinance were completed on 27 October 2000.  The compulsory acquisition of the remaining 10% of the issued and paid-up share capital of Interfinance was completed on 18 December 2000.

On 1 December 2000, the finance company business of Interfinance was merged with DFB. Effective 8 January 2001, the finance company business of DFB is conducted under the new name of RHB Delta Finance Berhad following the receipt of the new finance company license under the new name from MOF.

7.2
Disposal of RHB Insurance Brokers Sdn Bhd


On 8 January 2001, the Company announced that it had entered into a Shares Sale Agreement for the disposal of RHB Insurance Brokers Sdn Bhd ('RHBIB'), a wholly owned subsidiary of the Company, to Encik Mohamad Abdullah for a cash consideration of RM1.0 million.  Encik Mohamad Abdullah was formerly the Chief Executive Officer and director of RHB Insurance Berhad, a subsidiary of the Company.  He had retired from both positions on 30 July 2000.  The gain on disposal amounted to RM0.5 million for the Group.  The disposal was completed on 2 March 2001 after approval was received from BNM and the Foreign Investment Committee ('FIC') on 21 December 2000 and 23 February 2001 respectively.

7.3
Proposed Acquisition of Thai Sakura Securities Co., Ltd.


On 17 January 2001, the Company announced that RHB Asia Pte Ltd ('RHB Asia'), its wholly-owned subsidiary, had entered into a Stock Purchase Agreement for the acquisition of 1,949,994 shares of the registered, issued and fully paid common stock representing 99.99% equity interest in Thai Sakura Securities Co., Ltd. ('Thai Sakura') from The Sakura Bank, Limited.  The Stock Purchase Agreement also provides for the acquisition of 6 registered, issued and fully paid common stock representing the remaining 0.01% equity interest in Thai Sakura from 6 individual shareholders, to be transferred to 6 individuals to be nominated by RHB Asia.  As at 31 December 2000, Thai Sakura's unaudited net book value is 173.8 million Thai Baht (which is equivalent to approximately RM15.29 million).  The Proposed Acquisition will be satisfied by an aggregate cash consideration of approximately 250.0 million Thai Baht (which is equivalent to approximately RM22.0 million) which was arrived at on a willing seller and willing buyer basis.  The Proposed Acquisition will be funded by internally generated funds of the RHB Capital Group.  

7.
Changes in Composition of the Group (continued)

7.3
Proposed Acquisition of Thai Sakura Securities Co., Ltd.(continued)

On 4 May 2001, Arab-Malaysian Merchant Bank Berhad announced on behalf of the Company that RHB Asia and The Sakura Bank Limited (which has been reconstituted as Sumitomo Mitsui Banking Corporation Limited from 1 April 2001) have mutually agreed to terminate the Stock Purchase Agreement dated 17 January 2001 for the proposed acquisition of Thai Sakura by RHB Asia following rejection by BNM of the application by the Company to remit funds to RHB Asia for the proposed acquisition of Thai Sakura vide BNM's letter dated 23 April 2001.  As a result, RHB Asia will not proceed with the proposed acquisition of Thai Sakura.

On 11 May 2001, the Company announced that Rashid Hussain Securities Sdn Bhd, a wholly owned subsidiary of the Company, will be closing its representative office in Bangkok, Thailand.  This representative office was established in December 1998.  The decision to close the Thai representative office is in line with the termination of the proposed acquisition of Thai Sakura.  The representative office was closed effective 31 May 2001.

7.4
Dissolution of Rashid Hussain Securities, Inc.


On 23 January 2001, Rashid Hussain Securities, Inc., an indirect wholly-owned subsidiary of the Company, has been dissolved in accordance with the General Corporation Law of the State of Delaware, United States of America.  Rashid Hussain Securities, Inc. was an inactive company having ceased operations in November 1998.

7.5
Subsidiaries struck off from the register


On 6 February 2001, in response to the request by RHAM Private Equity Management Sdn Bhd, an indirect wholly-owned subsidiary of the Company, the Registrar of Companies (‘ROC’) has struck off the name of RHAM Private Equity Management Sdn Bhd from the register pursuant to Section 308(4) of the Companies Act, 1965.  RHAM Private Equity Management Sdn Bhd was a dormant company and had not commenced business operations.  The striking off of the name RHAM Private Equity Management Sdn Bhd was gazetted on 17 August 2000 and the notice to that effect was received from the ROC on 5 February 2001.


On 9 March 2001, the Company also announced that in response to the request by RHAM Private Equity Ventures Sdn Bhd, an indirect wholly-owned subsidiary of the Company, the ROC has struck off the name of RHAM Private Equity Ventures Sdn Bhd from the register pursuant to Section 308(4) of the Companies Act, 1965.  RHAM Private Equity Ventures Sdn Bhd was a dormant company and had not commenced business operations.  The notice of the striking off of the name of RHAM Private Equity Ventures Sdn Bhd was received from the ROC on 8 March 2001.

7.
Changes in Composition of the Group (continued)
7.6
Incorporation of RHB Trade Services Limited

On 13 June 2001, the Company announced that RHB Bank has incorporated a wholly owned subsidiary, RHB Trade Services Limited ('RHBTSL') in Hong Kong.  RHBTSL which was incorporated on 6 June 2001, has an authorised capital of HK$10,000.00 and a paid up capital of HK$2.00.  The incorporation of RHBTSL is to facilitate the issuance of letters of credit by RHB Bank through RHBTSL favouring Hong Kong beneficiaries and the outsourcing of the processing of the issuance of the said letters of credit to a bank in Hong Kong.

7.7
Disposal of RHB-Cathay Securities Pte Ltd's stockbroking business

On 15 June 2001, the Company announced that its associated company in Singapore, RHB-Cathay Securities Pte Ltd ('RHB-Cathay'), in which the Company via its wholly-owned subsidiary RHB Asia Pte Ltd holds 49% equity interest, will be entering into an agreement with UOB-Kay Hian Pte Ltd ('UOBKH') for the disposal of RHB-Cathay's stockbroking business to UOBKH ('Proposed Disposal') for a cash consideration of S$9.7 million (or approximately RM20.27 million based on an exchange rate of S$1.00 = RM2.09) subject to adjustments as provided in the said agreement.  The consideration amount of S$9.7 million includes S$1.9 million for the fixed assets of RHB-Cathay.  

The Proposed Disposal is subject to regulatory approvals in Singapore and the completion of a satisfactory due diligence.  The agreement for the Proposed Disposal has been executed on 29 June 2001 and is expected to be completed on or around 30 September 2001.

Upon completion of the Proposed Disposal, it is intended that RHB-Cathay be liquidated and the proceeds from the realisation of the net assets (including the consideration received from the Proposed Disposal less liquidation cost) be distributed to RHB-Cathay shareholders.  The Proposed Disposal and proceeds from the subsequent liquidation RHB-Cathay is expected to enable RHB Capital to realise a surplus over the value of the investment in RHB-Cathay upon completion of the same.

7.8
Proposed acquisition of the business of RHB Finance Ltd

On 15 June 2001, the Company announced that its subsidiary, RHB Bank had on 6 June 2001 entered into an acquisition agreement with its wholly-owned subsidiary, RHB Finance Ltd ('RHBF'), a licensed finance company in Singapore for the purchase of the finance company business of RHBF for the purpose of merging the finance company business of RHBF with RHB Bank, Singapore operations.

The merger of the finance company business of RHBF with RHB Bank, Singapore operations was approved by BNM on 22 May 2001 and was completed on 6 August 2001.  Following the completion of the acquisition and merger, RHBF surrendered its finance company licence to the Monetary Authority of Singapore on 6 August 2001 and will remain as a property and investment holding company.  In line with this, RHBF changed its name to RHB Investment Ltd with effect from 6 August 2001.

7.9
Cessation of operation of PT Rashid Hussain Securities


On 11 July 2001, the Company announced that PT Rashid Hussain Securities ('PT RHS'), an indirect subsidiary of the Company, will be ceasing its operations and thereafter be liquidated.  PT RHS is a stockbroking company based in Jakarta, Indonesia and is a member of the Jakarta Stock Exchange and the Surabaya Stock Exchange.  The decision to cease the operations of, and subsequently to liquidate PT RHS, was made following the unsuccessful discussions on the proposed sale of PT RHS to a potential buyer.  The cessation of operations of PT RHS was completed on 31 July 2001. 

8.
Status of Corporate Proposals

8.1
Proposed Restructuring Scheme

On 25 September 2000, Arab-Malaysian Merchant Bank Berhad announced on behalf of the Company that the Company and its subsidiary and associated companies ('RHB Capital Group') have proposed a group restructuring scheme to:-

(i) implement the bank merger proposals pursuant to the domestic banking consolidation programme as approved by BNM;

(ii) implement the stockbroking merger proposals pursuant to the domestic stockbroking consolidation programme as announced by the Securities Commission ('SC') to enable Rashid Hussain Securities Sdn Bhd (‘RHS’), a wholly owned subsidiary of the Company, to be accorded universal broker status via the merger of Straits Securities Sdn Bhd (‘Straits Securities’), Mercury Securities Sdn Bhd (‘Mercury Securities’) and SJ Securities Sdn Bhd (‘SJ Securities’) with RHS.

The details of the proposed acquisitions were as follows:

· Proposed acquisition by RHS of the entire equity interest in Mercury Securities comprising 20 million ordinary shares of RM1.00 each for a total purchase consideration based on 2.0 times the net tangible assets ('NTA') of Mercury Securities at the completion date ('Total Purchase Price'), to be satisfied by the issuance of new ordinary shares of RM1.00 each in RHS.  RHS will issue and allot the new ordinary shares to the Company, as primary obligor.  In consideration thereof, the Company will issue new ordinary shares of RM1.00 each ('Exchange Shares') and/or pay cash to the vendors of Mercury Securities at an aggregate exchange value equivalent to the Total Purchase Price.  The vendors of Mercury Securities may elect the proportion of the Total Purchase Price which is to be satisfied via the Exchange Shares and via the cash portion, subject to a limit of not more than 25% of the Total Purchase Price to be satisfied via the Exchange Shares.

· Proposed acquisition by RHS of Straits Securities via the acquisition of the entire equity interest of Straits Asset Holdings Sdn Bhd ('SAHSB') comprising 45 million ordinary shares of RM1.00 each for a consideration amounting to approximately RM210.5 million based on 2.2 times the NTA of SAHSB to be satisfied by the issuance of approximately 95.7 million preference shares in RHS at the issue price of RM2.20 per preference share.

· Proposed acquisition by RHS of the entire equity interest in SJ Securities comprising 60 million ordinary shares of RM1.00 each for a cash purchase consideration amounting to RM328 million based on 1.64 times of the guaranteed NTA of SJ Securities of RM200 million.
(iii)
rationalise and separate its BNM regulated entities from its non-BNM regulated entities; and

(iv)
further strengthen the capital position of RHB Bank and the securities business entities of the Group.

To facilitate the banking and stockbroking merger proposals, the Company proposed to undertake a Scheme of Arrangement pursuant to Sections 176 and 178 of the Companies Act, 1965 (‘Proposed RHB Capital Scheme’) encompassing steps (a) to (e) as set out below, with the proposed scheme of arrangement by RHB Sakura Merchant Bankers Berhad ('RHB Sakura') set out in (a) below forming an integral part thereof.

8.
Status of Corporate Proposals (continued)

8.1
Proposed Restructuring Scheme (continued)

(a) Proposed Scheme of Arrangement by RHB Sakura

As part of the Proposed RHB Capital Scheme, it was proposed that RHB Sakura undertakes a Scheme of Arrangement ('Proposed RHB Sakura Scheme') pursuant to Sections 176 and 178 of the Companies Act, 1965 comprising the following:

· The proposed creation of Newco which was proposed to be named as RHB Securities Holdings Berhad ('RHB Securities') and subsequent proposed exchange of shares whereby existing shareholders of RHB Sakura will exchange their ordinary shares of RM1.00 each in RHB Sakura with RHB Securities shares on the basis of one (1) RHB Securities share for every one (1) RHB Sakura share held (‘Proposed Share Exchange’).

· The proposed transfer of the listing status of RHB Sakura to RHB Securities ('Proposed Transfer of Listing Status').

· The proposed cancellation of 165,888,605 new ordinary shares of RM1.00 each in RHB Securities representing approximately 49% equity interest in RHB Securities not held by the Company after the Proposed Share Exchange.  In consideration thereof, the Company will issue new shares and warrants to the holders of the 49% equity interest in RHB Securities on the basis of five (5) new RHB Capital shares and five (5) new RHB Capital warrants for every six (6) RHB Securities shares cancelled.  Following the proposed cancellation of the 165,888,605 new ordinary shares in RHB Securities and in satisfaction of the cancellation consideration, there will be a proposed issue of 165,888,605 ordinary shares in RHB Securities to the Company resulting in RHB Securities becoming a wholly-owned subsidiary of the Company ('Proposed Cancellation and Reissue of Shares').

(b)
Proposed Transfer of RHB Unit Trust Management Berhad and Proposed Transfer of RHB Sakura

Upon completion of the Proposed Cancellation and Reissue of Shares, RHB Sakura proposed to transfer to RHB Securities of its 51% equity interest in RHB Unit Trust Management Berhad ('RHBUTM') for a cash consideration of RM13.1 million ('Proposed Transfer of RHBUTM') followed by proposed transfer by RHB Securities of the entire equity interest in RHB Sakura to RHB Bank for a transfer consideration based on 1.78 times the consolidated NTA value (excluding any surplus arising from the Proposed Transfer of RHBUTM) of RHB Sakura as at the completion date to be satisfied in cash (‘Proposed Transfer of RHB Sakura’).  RHB Sakura’s audited consolidated NTA as at 30 June 2000 is RM654.3 million.

(c)
Proposed Transfer of Securities and Securities Related Business Entities

Proposed transfer by the Company to RHB Securities of the non-BNM regulated, securities, asset management and related companies ('Securities Companies') for an indicative total consideration of RM1,655.6 million (total consideration to be determined after the Total Purchase Price for Mercury Securities has been ascertained) to be satisfied by way of a cash payment of RM1,017.6 million, a novation of loan of RM180.0 million, and the balance via the issuance of 120,526,316 new RHB Securities shares (actual number of shares to be issued is subject to the determination of the Total Purchase Price for Mercury Securities) at RM3.80 per share. 

8.
Status of Corporate Proposals (continued)

8.1
Proposed Restructuring Scheme (continued)

(d)
Proposed Transfer of RHB Insurance Berhad and RHB Leasing Sdn Bhd to RHB Bank

· Proposed transfer of 75% equity interest in RHB Insurance Berhad from the Company to RHB Bank for a cash consideration to be determined based on an independent actuary’s valuation.  As a subsequent step, the Company intends to further rationalise its insurance subsidiary pursuant to the government's call for consolidation of the insurance industry.

· Proposed transfer of 70% equity interest in RHB Leasing Sdn Bhd (‘RHB Leasing’) from the Company to RHB Bank for a cash consideration of RM67.8 million based on 1.1 times the NTA of RHB Leasing, as at 30 June 2000. RHB Leasing’s NTA as at 30 June 2000 was RM88.0 million.  RHB Bank intends to acquire the remaining 30% equity interests in RHB Leasing from the other shareholder based on the same terms.

(e)
Proposed Demerger of RHB Securities from the Company

To enable compliance with the public shareholding spread under the Kuala Lumpur Stock Exchange listing requirements and as a final step to rationalise and separate the BNM regulated entities from the non-BNM regulated entities, the Company will also demerge RHB Securities from the RHB Capital Group by undertaking a capital repayment exercise via the distribution of its 100% equity interest in RHB Securities to its shareholders ('Proposed Demerger').  Thereafter, RHB Securities will apply for listing of and quotation for the shares issued pursuant to the Proposed Share Exchange and the Proposed Transfer of Securities and Securities Related Business Entities upon meeting the minimum 25% public shareholding spread requirement. 

The effect of the Proposed RHB Capital Scheme will result in the Company holding through RHB Bank, the BNM regulated entities and the Company ceasing to have any shareholding in RHB Securities and the securities related business.


The proposed fund raising exercises by the RHB Capital Group as announced on 25 September 2000 were as follows:

(a) Proposed increase in capital of RHB Bank

Proposed subscription by the Company of RM400 million new Irredeemable Non-Cumulative Convertible Preference Shares (‘INCPS’) of RM1.00 each in RHB Bank at par (‘Proposed Subscription of INCPS’) and RM1.0 billion Tier II subordinated debt in RHB Bank so as to enable RHB Bank to maintain a risk weighted capital adequacy ratio of around 13% after the completion of the scheme.

(b) Proposed purchase of INCPS from Danamodal Nasional Berhad (‘Danamodal’)

Proposed purchase by the Company of RM1 billion INCPS of RM1.00 each in RHB Bank from Danamodal for a cash consideration of approximately RM1.38 billion.

(c) Proposed Rights Issue

The Company proposed to undertake a rights issue of one (1) RHB Capital share for every twenty (20) existing RHB Capital shares held at a price of RM2.00 per new RHB Capital share. 

(d) Proposed private placement and issuance of convertible bonds

The Company proposed to undertake a private placement of 60.0 million new shares and an issuance of RM200 million nominal value of convertible bonds.

The full details of the above proposals are set out in the announcement dated 25 September 2000 made by Arab-Malaysian Merchant Bank Berhad on behalf of the Company, RHB Sakura and Rashid Hussain Berhad ('RHB') and the proposals are subject to the approvals of the MOF, the relevant authorities and shareholders of the respective companies, as applicable.

8.
Status of Corporate Proposals (continued)

8.2
Revisions to the Proposed Restructuring Scheme
On 15 September 2000, RHS had entered into a Memorandum of Agreement ('MOA') with Carta Bintang Sdn Bhd ('Carta Bintang') for the proposed acquisition of the entire equity interest in SJ Securities comprising 60 million ordinary shares of RM1.00 each for a cash consideration of RM328 million.  Pursuant to the MOA, RHS nominated the Company as the purchaser to enter into a formal sale and purchase agreement with Carta Bintang which was executed on 7 November 2000.  As part of the Proposed Restructuring Scheme, the Company will subsequently transfer the entire equity interest in SJ Securities to RHB Securities for the same consideration.  Subsequent to the transfer of SJ Securities to RHB Securities, it was intended that SJ Securities, together with Straits Securities and Mercury Securities would be merged with RHS.

On 6 December 2000, the Company announced certain revisions to the proposals that were announced on 25 September 2000.

(a) Revision to the Proposed Fund Raising Exercise 

In view of the changes in market conditions since the announcement on 25 September 2000, the Company proposed to undertake a RM650 million ten (10) year Serial Bonds issue in place of the proposed fund raising exercise announced earlier as follows:

· Proposed private placement of 60.0 million new shares by the Company;

· Proposed issue of RM200 million nominal value of convertible bonds by the Company; and 

· Proposed rights issue of 94,584,795 shares by the Company on the basis of one (1) RHB Capital share for every twenty (20) existing RHB Capital shares held after the proposed private placement and proposed acquisition of Mercury Securities at the issue price of RM2.00 per share.

(b) Revision to the Swap Ratio Pursuant to the Proposed RHB Capital Scheme

The Company proposed to revise the swap ratio under the Proposed RHB Capital Scheme from five (5) RHB Capital shares and five (5) RHB Capital warrants for every six (6) RHB Securities shares to eleven (11) RHB Capital shares for every ten (10) RHB Securities shares.

(c) Revision to the Terms of Payment for the Proposed Transfer of Securities and Securities Related Business Entities and Proposed Dividends by Securities Companies

As announced previously, the Company proposed to transfer to RHB Securities the non-banking, asset management and related companies for an indicative transfer consideration of RM1,655.6 million to be satisfied by a cash payment of RM1,017.6 million, a novation of loan of RM180 million and the balance via the issuance of 120,526,316 new RHB Securities shares at RM3.80 per share.  On 6 December 2000, the Company proposed to increase the cash portion to RM1,147.6 million with a corresponding decrease to the indicative number of new RHB Securities shares to be issued to 89,863,014 at the revised issue price of RM3.65 per share.  The indicative transfer consideration remained the same at RM1,655.6 million, with the total transfer consideration being subject to the determination of the Total Purchase Price of Mercury Securities.

Prior to the Proposed Demerger, it was proposed that the Securities Companies declare and distribute their surplus distributable reserves in the form of dividends for the financial year ending 30 June 2001 totalling RM250 million (net of tax) to RHB Securities on meeting certain conditions.  RHB Securities was expected to pay dividends amounting to RM250 million (net of tax) to the Company prior to the Proposed Demerger.
8.
Status of Corporate Proposals (continued)

8.2
Revisions to the Proposed Restructuring Scheme (continued)
(d)
Revision to the Purchase Consideration and Subsequent Election by Vendors of Mercury Securities 

As announced previously on 25 September 2000, RHS entered into a Sale of Shares Agreement with Mercury Securities (‘Mercury SPA’) for the proposed acquisition of the entire equity interest in Mercury Securities comprising 20 million ordinary shares of RM1.00 each for a total purchase consideration based on 2.0 times the NTA of Mercury Securities as at the completion date.  On 6 December 2000, the Company announced that the purchase consideration would be based on 2.0 times the NTA of Mercury Securities as at the last day of the calendar month preceding the date on which all the conditions precedent for the proposed acquisition have been fulfilled.

On 23 October 2000, the vendors have elected that 11.25% of the Total Purchase Price is to be satisfied via the Exchange Shares and the remaining 88.75% of the Total Purchase Price is to be satisfied via cash in accordance to the terms in the Mercury SPA.

On 2 February 2001, the Company announced that BNM has, vide a letter which was received on 30 January 2001, informed the Company that the MOF has rejected the proposed purchase by the Company of the RM1 billion INCPS of RM1.00 each in RHB Bank from Danamodal for a cash consideration of approximately RM1.38 billion.  As a consequence, the Company has decided to abort the proposed issuance of RM650 million ten (10) year serial bonds which was proposed to partially fund the purchase of the INCPS from Danamodal.  Additionally, the remaining amount of approximately RM730 million arising from the Proposed Restructuring Scheme which was previously proposed to be utilised to also partially finance the Proposed Purchase of INCPS from Danamodal is now proposed to be utilised to reduce the existing bank borrowings of the RHB Capital Group and hence improve the RHB Capital Group's gearing level and also for working capital purposes.  

The full details of the above revisions on the proposals by the Company and its subsidiaries are set out in the announcements dated 6 December 2000 and 2 February 2001 made by Arab-Malaysian Merchant Bank Berhad on behalf of the Company and the proposals are subject to the approvals of the MOF, the relevant authorities and shareholders of the respective companies, as applicable.

8.3
Other Developments

On 12 April 2001, the SC announced that RHS has been accorded universal broker status.  On 4 May 2001 and 11 May 2001, Arab-Malaysian Merchant Bank Berhad, on behalf of the Company announced that RHS will not be proceeding with the acquisitions of SJ Securities and Mercury Securities as certain conditions precedent and approvals required under the agreements have not been fulfilled and the agreements have since lapsed.  These are as follows:

(a) As at the cut-off date of relevant sale of shares agreement, the following conditions precedent and approvals required under the proposed acquisition of SJ Securities had not been fulfilled:

· approval of the FIC to be obtained by the purchaser for the proposed acquisition of SJ Securities; 

· approval of the Kuala Lumpur Stock Exchange ('KLSE') to be obtained by the purchaser for the proposed acquisition of SJ Securities;

· approval of the SC to be obtained by the purchaser for the proposed acquisition of SJ Securities; (which approval was subsequently obtained on 12 April 2001);

· approval of the shareholders of the Company to be obtained by the purchaser for the proposed acquisition of SJ Securities; and

· approval of the MOF to be obtained by the vendor for the proposed disposal of SJ Securities.

8.
Status of Corporate Proposals (continued)

8.3
Other Developments (continued)

(b) As at the cut-off date of the relevant sale of shares agreement, the following conditions precedent and approvals required under the agreement for the proposed acquisition of Mercury Securities had not been fulfilled:

· Approval of the FIC to be obtained by the purchaser for the acquisition of Mercury Securities; and

· Approval of the KLSE to be obtained by the purchaser for the establishment of a branch in Penang at the premises at which Mercury Securities is carrying on its business.

RHS will however, still be proceeding with the proposed acquisition of Straits Securities and fresh applications to the relevant authorities in respect of the same will be made after a definitive sale of shares agreement is signed.  Accordingly, in view of the above, the Company will review the universal broker status of RHS.

On 23 April 2001, RHB the holding company of RHB Capital announced that it has received approval from the MOF via BNM to enter into negotiations with Utama Banking Group Berhad ('UBG') for the purpose of merging the RHB and UBG banking groups.

Other than the above, there were no other material corporate proposals that have been announced but not completed as at the date of this announcement.

9.
Issuance and Repayment of Debt and Equity Securities

Issue of RM150 million 6% Redeemable Unsecured Bonds 2001/2004 Rated A2(S) by Rating Agency Malaysia Berhad

On 25 May 2001, the Company announced that it had on 23 May 2001 entered into a subscription agreement with United Overseas Bank (Malaysia) Bhd ('UOB') for the subscription by UOB of RM150 Million 6% nominal value redeemable unsecured bonds 2001/2004 ('the Bonds') as primary subscriber, who has in turn successfully placed/offered the Bonds for sale to persons whom an offer or invitation to subscribe or purchase the Bonds would constitute an excluded offer or an excluded invitation pursuant to Section 38, and an offer or invitation specified under Schedule 4 or Schedule 5 of the Securities Commission Act, 1993.

The Bonds on issue will rank pari passu without any preference or priority among themselves and pari passu with all other present and future unsecured obligations (other than those obligations having priority by reason of law) of the Company.  The Bonds issue was approved by the SC on 29 March 2001 and will not be listed.  The Bonds will raise proceeds of RM149,537,500 which will be used by the Company to repay part of its existing RM150 million bridging loans extended by UOB.  The Bonds was issued on 31 May 2001 and will mature 3 years from the issue date.

Other than the above there were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial year ended 30 June 2001.
10.
Deposits and Placements of Financial Institutions and Debt Securities and Group Borrowings


a)
Deposits and Placements of Financial Institutions and Debt Securities


As at

As at


30 June 2001

30 June 2000


RM’000

RM’000

Deposits from customers




-
Fixed deposits and negotiable instruments of deposit






One year or less (short-term)
26,262,525

26,663,775



More than one year (medium/long-term)
1,271,220

656,607

-
Others
10,347,554

8,373,634


37,881,299

35,694,016

Deposits and placements of banks and other

  financial institutions






One year or less (short-term)
3,213,481

3,692,090



More than one year (medium/long-term)
940,765

836,000


4,154,246

4,528,090

b) 
Group Borrowings


As at

30 June 2001

As at

30 June 2000


RM’000

RM’000

Secured:




Revolving credit 
200,000

200,000

Term loan
180,000

180,000






Unsecured:




Revolving credit 
332,000

373,500

Term loan
166,936

176,048

Private debt securities
-

65,000

6.0% Redeemable Bonds
150,000

-

Overdrafts
8,682

2,089


1,037,618

996,637






Maturity period of borrowings:









Repayable within one year
707,618

996,637

One year to three years
330,000

-


1,037,618

996,637






11.
Commitments and Contingencies

In the normal course of business, the Group makes various commitments and incurs certain contingent liabilities with legal recourse to its customers.  No material losses are anticipated as a result of these transactions.

As at 30 June 2001, the Company has extended guarantees totalling RM223,582,000 (30 June 2000: RM201,146,000) for the borrowings of its securities subsidiary companies.  As at balance sheet date, the above mentioned facilities were not utilised (2000: RM13,088,000 were utilised) by the subsidiaries of the Company.
Risk Weighted Exposures of the Group


As at 30 June 2001

As at 30 June 2000


Principal

Amount

Credit

Equivalent

Amount*

Principal

Amount

Credit

Equivalent

Amount*


RM million

RM million

RM million

RM million










Direct credit substitutes
2,819

2,813

3,513

3,513

Certain transaction related 








contingent items
1,394

697

1,274

637

Short-term self-liquidating








trade-related contingencies
860

172

670

134

Housing loans sold directly and indirectly








to Cagamas Berhad with recourse
118

118

619

619

Other assets sold with recourse and commitments with certain drawdown
182

182

200

200

Obligations under underwriting agreements
422

211

1,239

598

Irrevocable commitments to extend credit









-  maturity exceeding one year
2,767

1,384

2,409

1,205


-  maturity not exceeding one year
17,633

-

19,123

-

Foreign exchange-related contracts









-  less than one year
6,493

95

4,725

61


-  one year to less than five years
-

-

-

-

Interest rate-related contracts









-  less than one year
524

-

199

2


-  one year to less than five years
363

6

162

3

Others
703

-

1,100

-


34,278

5,678

35,233

6,972

*
The credit equivalent amount is arrived at using the credit conversion factors as per Bank Negara Malaysia circulars.

12.
Off Balance Sheet Financial Instruments


Value of Contracts Classified by Remaining Period to Maturity/Next Re-pricing Date (whichever is earlier) as at financial year ended 30 June 2001


Group

Items
Principal

Amount

RM’ million
1 month or

less

RM’ million
> 1 - 3

months

RM’ million
> 3 – 6

months

RM’ million
> 6 – 12

months

RM’ million
> 1 – 5

years

RM’ million
> 5

years

RM’ million
Margin

Requirement

RM’ million



















Foreign exchange

  related contracts

















-  forwards

3,805

1,651

1,287

513

354

-

-

-

-  swaps

2,634

1,003

840

753

38

-

-

-

-  options

3

-

1

2

-

-

-

-

-  spot

-

-

-

-

-

-

-

-

-  others
51

51

-

-

-

-

-

-



















Interest rate related

  contracts
















-  forwards

-

-

-

-

-

-

-

-

-  futures

706

-

80

90

266

270

-

235

-  swaps

181

23

-

27

38

93

-

-

-  options

-

-

-

-

-

-

-

-



















Equity and commodity

  related contracts

















-  Equity futures

-

-

-

-

-

-

-

-

-  Commodity futures

-

-

-

-

-

-

-

-

-  Equity options

-

-

-

-

-

-

-

-

-  Others

-

-

-

-

-

-

-

-

Total

7,380

2,728

2,208

1,385

696

363

-

235


Foreign exchange, interest rate and equity and commodity related contracts are subject to market risk and credit risk.


Market risk

Market risk is the potential change in value caused by movement in market rates or prices.  The contractual amounts stated above provide only a measure of involvement in these types of transactions and do not represent the amount subject to market risk.  Exposure to market risk may be reduced through offsetting on and off-balance sheet positions.  As at the end of the financial year ended 30 June 2001, the amount of contracts which were not hedged and hence, exposed to market risk was RM658,666,000 (Financial year ended 30 June 2000: RM248,342,000).


Credit risk

Credit risk arises from the possibility that a counter-party may be unable to meet the terms of a contract in which the banking subsidiary companies have a gain position. As at the end of the financial year ended 30 June 2001, the amounts of credit risk, measured in term of the cost to replace the profitable contracts, was RM 21,875,000 (Financial year ended 30 June 2000: RM38,737,000).  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.


The Group's subsidiary, RHB Bank is also contingently liable in respect of housing loans sold to Cagamas Berhad under the condition that it undertakes to administer the loans on behalf of Cagamas Berhad and to buy back any loans which are regarded as defective based on prudence.


RHB Bank has also given a continuing guarantee to BNM to meet the liabilities and financial obligations and requirements of its subsidiary, RHB Bank (L) Ltd., arising from offshore banking business in the Federal Territory of Labuan.


Other than the above, there were no other off balance sheet transactions in the Group which were not in the ordinary course of business.

12.
Off Balance Sheet Financial Instruments (continued)


Related accounting policies

(i)
Forward exchange contracts

Unmatured forward exchange contracts are valued at forward rates as at balance sheet date, applicable to their respective dates of maturity, and unrealised losses and gains are recognised in the income statement.

(ii)
Financial futures

Financial futures contracts are valued at closing market prices as at balance sheet date.  The resulting profits and losses are included in the income statement.

(iii)
Interest rate swaps, forward and option contracts

The banking subsidiary companies act as intermediaries with counter parties who wish to swap their interest obligations.  These subsidiary companies also use interest rate swaps, futures and forward and option contracts in their trading account activities and in overall interest rate risk management.

Interest income or interest expense associated with interest rate swaps that qualify as hedges is recognised over the life of the swap agreement as a component of interest income or interest expense.  Gains and losses on interest rate futures, forward and option contracts that qualify as hedges are deferred and amortised over the life of the hedged assets or liabilities as adjustments to interest income or interest expense.

Gains and losses on interest rate swaps, futures, forward and option contracts that do not qualify as hedges are recognised in the current year using the mark-to-market method, and are included in the income statement.

13.
Material Litigation


The Group does not have any material litigation, which in the opinion of the directors would have a material adverse effect on the financial results of the Group.

14.
Segmental Reporting 

a) By Revenue, Profit and Assets


Operating

Revenue

Profit/(Loss)

Before Interest

Taxation and

Zakat

Assets

Employed

Financial Year Ended
RM’000

RM’000


RM’000

30 June 2001













Commercial banking
2,885,582

493,288

49,296,009

Merchant banking
234,201

100,000

3,737,860

Finance companies and leasing 
164,329

80,497

2,429,678

Securities and asset management
66,106

(28,207)

289,310

Insurance
16,282

10,564

91,095

Unit trust
10,695

2,308

4,732

Investment holding and others
39,596

38,655

942,166

Goodwill
-

(13,144)

280,723


3,416,791

683,961

57,071,573

Less: Interest expense
-

(62,434)

-

Operating revenue
3,416,791





Profit before taxation and zakat


621,527



Assets employed




57,071,573


Operating

Revenue

Profit/(Loss)

Before Interest

Taxation and

Zakat

Assets

Employed

Financial Year Ended
RM’000

RM’000


RM’000

30 June 2000













Commercial banking
3,083,851

555,502

49,626,132

Merchant banking
245,305

101,341

2,812,203

Finance companies and leasing
75,265

51,183

885,202

Securities and asset management
153,701

111,905

613,659

Insurance
26,645

18,457

94,733

Unit trust
19,447

6,812

11,967

Investment holding and others
86,619

35,035

862,536

Goodwill
-

(7,768)

132,040


3,690,833

872,467

55,038,472

Less: Interest expense
-

(81,360)

-

Operating revenue
3,690,833





Profit before taxation and zakat


791,107



Assets employed




55,038,472


The Group’s business activities are principally conducted in Malaysia.
14.
Segmental Reporting (continued)


b)
Loans, Advances and Financing Analysed by Economic Sectors


As at

30 June 2001

As at
30 June 2000



RM’000


RM’000






Agriculture
2,067,061

1,463,481

Mining and quarrying
131,932

114,072

Manufacturing
10,902,306

10,043,649

Electricity, gas and water
1,224,847

1,280,724

Construction
3,765,784

3,497,478

Real estate
2,231,655

2,040,132

Purchase of landed property of which:




(i)
Residential
5,468,123

4,475,775

(ii)
Non-residential
1,577,542

1,625,495

General commerce
4,323,428

3,803,681

Transport, storage and communication
930,889

1,414,031

Finance, insurance and business services
3,277,335

2,940,359

Purchase of securities of which: 




(i)
Unit trust
428,680

428,386

(ii)
Non unit trust
917,963

1,129,247

Purchase of transport vehicles
679,675

495,225

Consumption credit
1,191,091

1,176,415

Others
2,028,506

1,882,505


41,146,817

37,810,655

c)
Non-performing Loans



As at 


30 June 2001


As at 

30 June 2000



RM’000


RM’000






Balance as at beginning of financial year
3,133,240

3,081,290

Amount arising from the acquisition of subsidiaries
136,042

-

Non-performing loans during the year
3,297,155

3,040,591

Recoveries
(508,578)

(157,859)

Non-performing reclassified as performing
(954,685)

(1,950,248)

Amount written off
(195,609)

(85,505)

Exchange differences
(1,377)

2,900

Amount sold to Pengurusan Danaharta Nasional Berhad
-

(176,969)

Amount sold to Danaharta Managers Sdn Bhd
-

(620,960)

Amount converted to bonds
(47,865)

-

Restructuring of loans
(89,256)

-

Balance as at end of financial year
4,769,067

3,133,240






Net non-performing loans
2,494,501

1,143,765






% to net loans, advances and financing
6.38

3.15

14.
Segmental Reporting (continued)

d)
Loan Loss Provision


As at

30 June 2001

As at
30 June 2000


RM’000

RM’000






General provision




Balance as at beginning of financial year
688,981

827,816

Amount arising from the acquisition of subsidiaries
14,536

-

Return of ex-Sime Bank general provision
(65,000)

(73,084)

Provision/(Writeback) made during the year
74,885

(40,730)

Exchange differences
(1,750)

(318)

Amount transferred to specific provision 
-

(24,703)

Balance as at end of financial year
711,652

688,981






Specific provision




Balance as at beginning of financial year
1,462,786

1,180,462

Amount arising from acquisition of subsidiaries
63,745

-

Provision made during the year
421,511

524,933

Transfer to provision for diminution in value of investment securities
(30,686)

(41,991)

Amounts written back in respect of recoveries
(156,690)

(88,180)

Amount written off
(173,388)

(68,463)

Exchange differences
(796)

354

Amount transferred from general provision
-

24,703

Amount transferred from commitment and contingencies
-

20,730

Amount sold to Pengurusan Danaharta Nasional Berhad
-

(89,762)

Specific provision reclassified to other assets
(3,367)

-

Restructuring of loans
(12,310)

-

Balance as at end of financial year
1,570,805

1,462,786






Interest-in-suspense




Balance as at beginning of financial year
535,041

349,268

Amount arising from acquisition of subsidiaries
22,700

-

Interest suspended during the financial year
403,359

390,679

Transfer to provision for diminution in value of investment securities
(14,850)

-

Amount written back in respect of recoveries
(163,428)

(134,316)

Amount written off
(44,397)

(23,193)

Exchange differences
(43)

(2)

Amount sold to Pengurusan Danaharta Nasional Berhad
-

(27,715)

Amount sold to Danaharta Managers Sdn Bhd
-

(19,680)

Interest-in-suspense reclassified to other assets
(3,944)

-

Balance as at end of financial year
734,438

535,041

14.
Segmental Reporting (continued)

e)
Amount Recoverable from Pengurusan Danaharta Nasional Berhad


As at

30 June 2001

As at
30 June 2000


RM’000

RM’000






Balance as at beginning of financial year
457,869

581,531

Provision transferred from acquisition of subsidiaries
10

-

Amount arising during the financial year
1,222

30,766

Provision made during the financial year
(265,291)

(154,428)

Amount written back in respect of recoveries
(8,966)

-

Balance as at end of financial year
184,844

457,869

15.
Changes in Profit for the Quarter

Group profit before taxation for the fourth quarter ended 30 June 2001 of RM81.9 million is lower than the profit of RM146.6 million recorded in the preceding quarter ended 31 March 2001 due primarily to higher provisions made for non-performing loans which resulted in an increase in loan and financing loss and provision from RM161.9 million in the previous quarter to RM202.2 million for the fourth quarter.  Provision for diminution in value of investment securities was also higher which reduced non-interest income from RM134.1 million in the previous quarter to RM117.9 million in the fourth quarter.

16.
Review of Group Results

a)
Profit Before Taxation and Zakat


The Group recorded a lower profit before tax of RM621.5 million for the year ended 30 June 2001, compared to the profit before tax of RM791.1 million reported in the last financial year.


The reduction in profit for the year was due primarily to:

· lower dealing revenue in Rashid Hussain Securities Sdn Bhd, Straits Securities Sdn Bhd and RHB-Cathay Securities Pte Ltd caused by the lower trading volume and reduced brokerage rates on the Malaysian and Singapore stock markets; and

· higher provisions made for non-performing loans by RHB Bank and RHB Sakura.

which was offset by:

· contribution of profit of RM27.8 million from RHB Delta Finance Berhad, a wholly-owned subsidiary of RHB Bank, which was formed from the merger of the finance company business of Interfinance Berhad with Delta Finance Berhad on 1 December 2000; and

· strong performance at RHB Leasing Sdn Bhd with healthy interest margins and a low level of non-performing accounts.

16.
Review of Group Results (continued)


b)
Operating Profit 

Operating profit before loan and financing loss and provision of the Group of RM282.4 million (30 June 2000: RM257.3 million) for the quarter ended 30 June 2001 and RM1,172.1 million (30 June 2000: RM1,250.9 million) for the year ended 30 June 2001 are arrived at after charging:-


Individual Quarter

Cumulative Quarter


Current Year

Fourth

Quarter

30 June 2001

Preceding Year

Corresponding

Fourth Quarter

30 June 2000

Current

Year

Ended

30 June 2001

Preceding

Year

Ended

30 June 2000



RM’000

RM’000

RM’000

RM’000










Depreciation
24,192

28,417

100,504

102,891

Amortisation of goodwill
3,960

1,954

13,144

7,768

17.
Material events subsequent to the financial year


Other than stated in Notes 7 and 8 above, there are no material events subsequent to the financial year ended 30 June 2001 which have not been reflected in the financial statements.

18.
Seasonal or Cyclical Factors

The business operations of the Group have not been affected by any material seasonal or cyclical factors.

19.
Prospects for the coming financial year ending 30 June 2002


In view of the present economic situation, the Group has put in place various measures to drive change and transform the underlying business operations and it is anticipated that these efforts should yield positive results in the coming financial year ending 30 June 2002.

20. Variance of actual profit from forecast profit and profit guarantee

There was no profit forecast or profit guarantee issued by the Group for the financial year ended 30 June 2001.

21.
Dividend

An interim dividend of 2 sen per share (30 June 2000: 2 sen) less tax of 28% amounting to approximately RM26.3 million was paid on 20 April 2001.


The directors propose the payment of a final dividend of 3 sen per share (30 June 2000: 8 sen) less tax of 28% amounting to approximately RM39.4 million for the year ended 30 June 2001 subject to the shareholders' approval at the forthcoming Annual General Meeting on a payment date to be determined later.  The total dividend for the current financial year is 5 sen per share (30 June 2000: 10 sen).


BY ORDER OF THE BOARD

ROSLEY BIN AHMAD
ONG SUAN SIM

(Licence No. LS005669)
(MAICSA No. 0748809)



Secretaries


29 August 2001
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