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ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE NINE MONTHS ENDED 31 MARCH 2003

The Board of Directors of RHB Capital Berhad wishes to announce that the unaudited consolidated results of the Group for the nine months ended 31 March 2003 are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

For the nine months ended 31 March 2003




3 months ended

9 months ended


Note

31 Mar 2003

31 Mar 2002

31 Mar 2003

31 Mar 2002





RM’000

RM’000

RM’000

RM’000












Interest income


700,181

657,027

1,956,614

1,985,657

Interest expense


(353,567)

(286,920)

(921,560)

(924,434)

Net interest income


346,614

370,107

1,035,054

1,061,223

Income from Skim Perbankan Islam


27,447

16,691

69,782

53,941




374,061

386,798

1,104,836

1,115,164

Non-interest income


153,878

106,833

442,093

400,879

Net income


527,939

493,631

1,546,929

1,516,043

Overhead expenses


(263,606)

(214,866)

(701,938)

(656,311)

Operating profit before loan and financing loss and provision


264,333

278,765

844,991

859,732

Loan and financing loss and provision


(146,490)

(205,285)

(464,285)

(536,352)

Operating profit after loan and financing loss and provision


117,843

73,480

380,706

323,380

Share of the profit of an associated company


45

1,590

189

2,086

Profit before taxation and zakat 
4

117,888

75,070

380,895

325,466

Taxation and zakat
5

(44,825)

(25,749)

(116,326)

(112,003)

Profit after taxation and zakat 


73,063

49,321

264,569

213,463

Irredeemable Non-cumulative Convertible Preference 
Shares   
('INCPS') dividend paid and 



payable
6

(15,686)

(15,686)

(47,582)

(47,582)




57,377

33,635

216,987

165,881

Minority interests
6

(16,515)

(10,886)

(63,688)

(62,791)

Profit after taxation, zakat and minority interests


40,862

22,749

153,299

103,090












Earnings per share

-
Basic (sen)
7

2.2

1.3

8.4

5.7

-
Fully diluted (sen) 
7

N/A

N/A

N/A

N/A

The notes set out on pages 6 to 29 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2003


Note

As at

31.3.2003

As at

30.6.2002




RM’000

RM’000

ASSETS













Cash and short term funds


4,721,641

4,314,987

Securities purchased under resale agreements


38,591

11,480

Deposits and placements with financial institutions


1,499,733

313,047

Dealing securities
8

6,730,916

5,311,395

Investment securities


9,430,060

5,854,748

Loans, advances and financing
10

41,275,813

37,761,042

Clients’ and brokers’ balances


157,015

205,551

Amount recoverable from Pengurusan Danaharta Nasional Berhad
11

26,895

87,893

Investments in associated companies


18,152

30,415

Amount due from holding company
12

766,469

653,777

Tax recoverable


44,683

25,009

Deferred taxation assets


254,159

179,260

Other assets


373,248

311,145

Statutory deposits


1,362,985

1,053,760

Goodwill


1,193,195

264,883

Property, plant and equipment


1,014,337

958,937

Total assets


68,907,892

57,337,329








LIABILITIES AND SHAREHOLDERS’ EQUITY













Deposits from customers
13

45,614,457

37,278,604

Deposits and placements of banks and financial institutions
13

5,370,735

4,741,676

Obligations on securities sold under repurchase agreements


3,664,526

2,747,461

Amount due to Cagamas


566,759

318,996

Bills and acceptances payable


3,454,242

3,693,147

Clients’ and brokers’ balances 


178,138

224,319

Other liabilities


1,233,515

878,746

Taxation


246,307

279,386

Deferred taxation liabilities


24,956

26,167

Borrowings
14

1,420,919

1,005,418

Subordinated obligations
15

1,532,662

-

INCPS


1,104,469

1,104,469




64,411,685

52,298,389

Minority interests


751,552

1,430,710

Total liabilities


65,163,237

53,729,099








Share capital


1,823,468

1,823,468

Non-distributable reserves


2,047,967

1,992,000

Accumulated loss


(126,780)

(207,238)

Total shareholders’ equity


3,744,655

3,608,230








Total liabilities and shareholders’ equity


68,907,892

57,337,329








Commitments and contingencies
16

34,376,461

33,240,024








Net tangible assets per share (RM)


1.40

1.83

The notes set out on pages 6 to 29 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For the nine months ended 31 March 2003




Non-distributable





Share

Capital

Share

Premium

Reserve 

Funds

Merger

Deficit

Other

Reserves

Accumulated

Loss

Total


RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

Balance as at 1 July 2002
1,823,468

1,114,564

877,566

(8,693)

8,563

(207,238)

3,608,230
















Profit after taxation, zakat


and minority interests



-

-

-

-

-

153,299

153,299

Transfer in respect of


statutory requirement


-

-

55,967

-

-

(55,967)

-

Ordinary final dividends paid for the financial year ended 30 June 2002


-

-

-

-

-

(26,258)

(26,258)

Currency translation differences


arising in the financial period


-

-

-

-

-

9,384

9,384
















Balance as at 31 March 2003
1,823,468

1,114,564

933,533

(8,693)

8,563

(126,780)

3,744,655
















The notes set out on pages 6 to 29 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the nine months ended 31 March 2003



9 months ended

31.3.2003



RM’000

Operating activities



Profit before taxation and zakat

380,895

Adjustments for investing and financing items not 



involving movement of cash and cash equivalents

614,344

Operating profit before working capital changes

995,239





(Increase)/decrease in operating assets



Securities purchased under resale agreements

(27,111)

Deposits and placements with financial institutions

(163,021)

Dealing securities

(1,424,196)

Loans, advances and financing

332,333

Clients' and brokers' balances

48,536

Other assets

(175,276)

Statutory deposits

(91,356)



(504,852)

Increase/(decrease) in operating liabilities



Deposits from customers

1,985,582

Deposits and placements of banks and financial institutions

268,673

Obligations on securities sold under repurchase agreements

917,065

Amount due to Cagamas

95,352

Bills and acceptances payable

(510,991)

Clients' and brokers' balances

(46,181)

Other liabilities

240,188



2,949,688





Cash generated from operating activities

2,444,836

Taxation and zakat paid

(215,360)

Taxation recovered

5,516

Net cash generated from operating activities

2,234,992

The notes set out on pages 6 to 29 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the nine months ended 31 March 2003 (continued)



9 months ended

31.3.2003



RM’000

Investing activities 



Acquisition of subsidiary company net of cash acquired

(942,580)

Acquisition of shares from minority shareholders of the subsidiary companies

(759,504)

Purchase net of proceeds from sale of 
investment securities

(1,266,697)

Purchase of property, plant and equipment

(115,865)

Proceeds from disposal of property, plant & equipment

11,477

Interest received from investment securities

172,141

Net cash used in investing activities

(2,901,028)





Financing activities



Bank borrowings:



-
new drawdown

1,058,072

-
repayment

(1,142,411)

Proceeds from issuance of subordinated debts/subordinated bonds

732,600

Proceeds from issuance of redeemable serial fixed rate bonds 

500,000

Dividend paid to minority interests in subsidiary companies

(17,417)

INCPS dividend paid to other shareholders by a subsidiary company


(31,896)

Dividend paid to shareholders

(26,258)

Net cash generated from financing activities

1,072,690





Net increase in cash and cash equivalents

406,654

Cash and cash equivalents



-
at beginning of financial period

4,314,987

-
at end of financial period

4,721,641

The notes set out on pages 6 to 29 form an integral part of, and, should be read in conjunction with, this interim financial report.
1.

Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, 'Interim Financial Reporting' and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements and should be read in conjunction with the audited financial statements of the Group for the last financial year ended 30 June 2002.

The accounting policies and presentation adopted by the Group for the interim financial report are consistent with those adopted in the financial statements for the financial year ended 30 June 2002 except for the adoption of new applicable approved accounting standards issued by the Malaysian Accounting Standards Board ('MASB') which became operative during the financial period ended 31 March 2003 and the change in accounting policy for goodwill with effect from the current financial year commencing 1 July 2002.

There are no other changes in accounting policy that materially affect the profit after tax for the period or shareholders' equity as a result of the adoption of the new standards in this interim financial report except for:

· 
Change in accounting policy for goodwill

In the light of current developments in goodwill accounting internationally and also in conjunction with the implementation of the Group Restructuring Scheme, the Group has adopted a new accounting policy for goodwill which is applied prospectively with effect from the current financial year commencing 1 July 2002. Goodwill brought forward as at 1 July 2002 of RM264.9 million and the additional goodwill arising from the Group Restructuring Scheme is reflected as an asset in the Balance Sheet without any amortisation but will be periodically tested for impairment in compliance with MASB 23 - Impairment of Assets.

The new accounting policy has the effect of increasing the net profit for the three months and nine months ended 31 March 2003 by RM15.6 million and RM24.8 million respectively.

If the change in accounting policy for goodwill had been accounted for retrospectively, the proforma effect on the Group's Income Statement for the three months and nine months ended 31 March 2002 is as follows:


3 months ended

31.3.2002

9 months ended

31.3.2002


RM’000

RM’000






Profit after taxation, zakat and minority interests




As previously reported
33,730

136,398

Reclassification of INCPS dividend payable (Note 6)
(10,981)

(33,308)

As restated
22,749

103,090

Effect of change in accounting policy for goodwill
3,960

11,880

Proforma effect
26,709

114,970

2.
Exceptional Items

There were no exceptional items for the financial period ended 31 March 2003.

3.
Extraordinary Items

There were no extraordinary items for the financial period ended 31 March 2003.

4.
Segmental Reporting

a)
By industry segment

9 months ended 


31.3.2003
Commercial

Bank

Merchant

Bank

Finance &

Leasing

Securities,

Asset

Management &

Unit Trust

Insurance

Investment

Holding &

Others

Eliminations

Group


RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000


















External revenue
1,977,499

195,789

165,438

49,995

27,919

51,849

-

2,468,489

Intersegment revenue
23,465

2,199

2,551

308

2,479

19,909

(50,911)

-

Segment revenue
2,000,964

197,988

167,989

50,303

30,398

71,758

(50,911)

2,468,489

Finance and operating costs
(1,319,893)

(102,322)

(84,516)

(52,112)

(11,347)

(104,219)

50,911

(1,623,498)

Operating profit/(loss)
681,071

95,666

83,473

(1,809)

19,051

(32,461)

-

844,991

Loan and financing loss and provision
(419,047)

(28,254)

(18,583)

2,171

(572)

-

-

(464,285)

Associated company
-

-

-

189

-

-

-

189

Segment results before taxation


and zakat
262,024

67,412

64,890

551

18,479

(32,461)

-

380,895

Taxation and zakat
(77,438)

(18,731)

(21,321)

5,901

(4,099)

(638)

-

(116,326)

Segment results after taxation


and zakat
184,586

48,681

43,569

6,452

14,380

(33,099)

-

264,569




















































Segment assets
59,835,829

4,026,665

2,933,348

569,471

175,594

1,348,833



68,889,740

Associated company
-

-

-

6,507

-

11,645



18,152


















Total assets
59,835,829

4,026,665

2,933,348

575,978

175,594

1,360,478



68,907,892

4.
Segmental Reporting (continued)

a)
By industry segment (continued)

9 months ended 


31.3.2002
Commercial

Bank

Merchant

Bank

Finance &

Leasing

Securities,

Asset

Management &

Unit Trust

Insurance

Investment

Holding &

Others

Eliminations

Group


RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000


















External revenue
2,004,675

161,581

157,729

59,697

20,091

36,704

-

2,440,477

Intersegment revenue
19,504

248

929

260

3,925

20,197

(45,063)

-

Segment revenue
2,024,179

161,829

158,658

59,957

24,016

56,901

(45,063)

2,440,477

Finance and operating costs
(1,302,810)

(87,850)

(85,233)

(69,316)

(6,134)

(74,465)

45,063

(1,580,745)

Operating profit/(loss)
721,369

73,979

73,425

(9,359)

17,882

(17,564)

-

859,732

Loan and financing loss and provision
(496,138)

(25,833)

(13,486)

(223)

(672)

-

-

(536,352)

Associated company
-

-

-

2,086

-

-

-

2,086

Segment results before taxation


and zakat
225,231

48,146

59,939

(7,496)

17,210

(17,564)

-

325,466

Taxation and zakat
(71,671)

(11,980)

(19,828)

(1,798)

(5,188)

(1,538)

-

(112,003)

Segment results after taxation


and zakat
153,560

36,166

40,111

(9,294)

12,022

(19,102)

-

213,463




















































Segment assets
50,563,486

3,539,634

2,467,548

754,707

143,985

962,280



58,431,640

Associated company
-

-

-

18,846

-

11,645



30,491


















Total assets
50,563,486

3,539,634

2,467,548

773,553

143,985

973,925



58,462,131

4.
Segmental Reporting (continued)

b)
By geographical segment










9 months ended 31.3.2003
Malaysia

Outside

Malaysia

Eliminations

Group


RM’000

RM’000

RM’000

RM’000










External revenue
2,364,572

103,917

-

2,468,489

Intersegment revenue
366

1,045

(1,411)

-

Segment revenue
2,364,938

104,962

(1,411)

2,468,489

Finance and operating costs
(1,536,768)

(88,141)

1,411

(1,623,498)

Operating profit
828,170

16,821

-

844,991

Loan and financing loss and provision
(436,336)

(27,949)

-

(464,285)

Associated company
-

189

-

189

Segment results before taxation and zakat
391,834

(10,939)

-

380,895

Taxation and zakat
(115,812)

(514)

-

(116,326)

Segment results after taxation and zakat
276,022

(11,453)

-

264,569



















Segment assets
65,667,563

3,222,177



68,889,740

Associated company
14,960

3,192



18,152










Total assets
65,682,523

3,225,369



68,907,892

9 months ended 31.3.2002
Malaysia

Outside

Malaysia

Eliminations

Group


RM’000

RM’000

RM’000

RM’000










External revenue
2,333,825

106,652

-

2,440,477

Intersegment revenue
-

1,543

(1,543)

-

Segment revenue
2,333,825

108,195

(1,543)

2,440,477

Finance and operating costs
(1,485,706)

(96,582)

1,543

(1,580,745)

Operating profit
848,119

11,613

-

859,732

Loan and financing loss and provision
(527,001)

(9,351)

-

(536,352)

Associated company
-

2,086

-

2,086

Segment results before taxation and zakat
321,118

4,348

-

325,466

Taxation and zakat
(112,797)

794



(112,003)

Segment results after taxation and zakat
208,321

5,142

-

213,463



















Segment assets
54,974,991

3,456,649



58,431,640

Associated company
11,645

18,846



30,491










Total assets
54,986,636

3,475,495



58,462,131

5.
Taxation and Zakat


3 months ended

9 months ended


31.3.2003

31.3.2002

31.3.2003

31.3.2002


RM’000

RM’000

RM’000

RM’000

Current Malaysian taxation








- Based on profit for the financial period
67,629

40,644

196,027

165,891

- Under/(over)provision in respect of prior years
1,997

(190)

(4,399)

(67)

- Transfer to deferred taxation 
(24,925)

(14,836)

(76,110)

(53,217)


44,701

25,618

115,518

112,607

Foreign taxation based on profit for the financial period
-

5

514

(794)


44,701

25,623

116,032

111,813

Zakat
124

126

294

190


44,825

25,749

116,326

112,003

The effective tax rate is higher than the statutory tax rate for the three months and nine months ended 31 March 2003 as certain expenses are not deductible for tax purposes.

6.
INCPS Dividend

MASB 24 – Financial Instruments: Disclosure and Presentation which is operative with effect from the current financial period commencing 1 July 2002 requires that dividends relating to instruments classified as liabilities be reflected in the income statement and not debited to equity. The Group has reflected the INCPS dividend payable, which was previously debited directly to equity, in the income statement for the current financial period in compliance with MASB 24.

The Group's comparative figures have been restated as follows:


As previously

reported

Reclassification

As restated


RM’000

RM’000

RM’000

Income statement






3 months ended 31 March 2002













INCPS dividend paid and payable
-

(15,686)

(15,686)

Minority interests
(15,591)

4,705

(10,886)

Profit after taxation, zakat and minority interests
33,730

(10,981)

22,749








9 months ended 31 March 2002













INCPS dividend paid and payable
-

(47,582)

(47,582)

Minority interests
(77,065)

14,274

(62,791)10

Profit after taxation, zakat and minority interests
136,398

(33,308)

103,090








7.
Earnings per Share


3 months ended

9 months ended


31.3.2003

31.3.2002

31.3.2003

31.3.2002


RM’000

RM’000

RM’000

RM’000










a)
Basic earnings per share

















Profit after taxation, zakat and minority interests 
40,862

22,749

153,299

103,090

Weighted average number of ordinary shares in issue ('000)
1,823,468

1,823,468

1,823,468

1,823,468










Basic earnings per share (sen)
2.2

1.3

8.4

5.7










b)
Fully diluted earnings per share

Based on MASB 13, conversion of warrants is considered dilutive when they would result in the issue of new ordinary shares for less than the market value of the shares. As the current exercise price of the warrants is higher than the market value of the ordinary shares, there is no impact of dilution in the earnings per share as a result of any exercise of the Company's warrants.

8.
Purchase and Sale of Quoted Securities


Other than in the ordinary course of business, there were no purchases or disposals of quoted securities during the financial period ended 31 March 2003.

9.
Profit on Sale of Unquoted Investments and/or Properties


Except as disclosed in Note 20, there were no sales of unquoted investments and/or properties during the financial period ended 31 March 2003 other than in the ordinary course of business.

10.
Loans, Advances and Financing


As at

31.3.2003

As at
30.6.2002


RM’000

RM’000






Overdrafts
7,068,289

6,154,966

Term loans




-
fixed rate
4,006,455

1,730,500

-
floating rate
24,847,089

23,637,097

Credit card receivables
332,650

226,526

Bills receivable
1,095,160

866,091

Trust receipts
571,694

545,349

Staff loans




-
directors
-

1,194

-
others
380,071

289,157

Block financing
8,544

10,992

Floor stocking
4,132

7,202

Hire purchase debtors
2,637,171

2,196,287

Lease debtors




-
lease receivables
468,927

470,230

Revolving credits
909,971

1,271,824

Claims on customers under acceptance credits
4,347,724

4,430,052


46,677,877

41,837,467

Less: Unearned interest and income
(389,060)

(352,202)

Gross loans, advances and financing
46,288,817

41,485,265






Provision for bad and doubtful debts




-
Specific
(2,772,504)

(2,069,297)

-
General
(793,503)

(698,441)

Interest-in-suspense
(1,446,997)

(956,485)

Net loans, advances and financing
41,275,813

37,761,042

10.
Loans, Advances and Financing (continued)

a)
Loans, Advances and Financing Analysed by Economic Sectors


As at

31.3.2003

As at

30.6.2002


RM’000

RM’000






Agriculture
2,071,432

2,136,945

Mining and quarrying
155,273

125,360

Manufacturing
10,387,076

9,727,577

Electricity, gas and water
1,212,637

1,357,600

Construction
3,890,207

3,827,171

Real estate
2,162,145

2,191,165

Purchase of landed property of which:




(i)
Residential
9,336,466

7,105,090

(ii)
Non-residential
1,530,471

1,182,735

General commerce
4,630,138

4,574,045

Transport, storage and communication
963,547

933,109

Finance, insurance and business services
2,914,679

3,121,267

Purchase of securities of which: 




(i)
Unit trust
297,492

351,215

(ii)
Non-unit trust
1,763,669

577,955

Purchase of transport vehicles
1,309,714

1,091,337

Consumption credit
1,602,510

1,430,466

Others
2,061,361

1,752,228


46,288,817

41,485,265

b)
Non-performing Loans


As at

31.3.2003

As at

30.6.2002


RM’000

RM’000






Balance as at beginning of financial period/year
6,696,163

4,769,067

Arising from acquisition of a subsidiary company
1,694,399

-

Non-performing during the financial period/year
1,957,064

4,515,036

Recoveries
(468,984)

(367,376)

Non-performing reclassified as performing
(1,073,798)

(1,119,068)

Amount written off
(178,430)

(270,447)

Amount converted to investment securities
(562,852)

(832,546)

Exchange difference
(185)

1,497

Balance as at end of financial period/year
8,063,377

6,696,163






Net non-performing loans
3,848,173

3,679,989






% to net loans, advances and financing
9.04

9.48






10.
Loans, Advances and Financing (continued)

c)
Loan Loss Provision


As at

31.3.2003

As at

30.6.2002


RM’000

RM’000






General provision




Balance as at beginning of financial period/year
698,441

711,652

Arising from acquisition of a subsidiary company
95,518

-

Return of ex-Sime Bank general provision to BNM
-

(61,916)

Provisions made during the financial period/year
5,432

48,451

Exchange difference
(41)

929

Amount written back
(5,847)

(675)

Balance as at end of financial period/year
793,503

698,441






Specific provision




Balance as at beginning of financial period/year
2,069,297

1,570,805

Arising from acquisition of a subsidiary company
498,174

-

Provision made during the financial period/year
473,699

779,953

Transfer to provision for diminution in value of investment securities
(102,589)

(8,773)

Amount written back in respect of recoveries
(80,418)

(124,015)

Amount written off
(92,546)

(149,464)

Exchange difference
(113)

791

Amount transfer from provision of commitment and


contingencies
7,000

-

Balance as at end of financial period/year
2,772,504

2,069,297






Interest-in-suspense




Balance as at beginning of financial period/year
956,485

734,438

Arising from acquisition of a subsidiary company
342,289

-

Interest suspended during the financial period/year
412,501

565,180

Transfer to provision for diminution in value of investment securities
(20,749)

(7,727)

Amount written back in respect of recoveries
(152,826)

(205,797)

Amount written off
(90,681)

(129,762)

Exchange difference
(22)

153

Balance as at end of financial period/year
1,446,997

956,485

11.
Amount Recoverable from Pengurusan Danaharta Nasional Berhad


As at

31.3.2003

As at
30.6.2002


RM’000

RM’000






Balance as at beginning of financial period/year
87,893

184,844

Allowance made during the financial period/year
(60,077)

(82,998)

Transfer to accumulated impairment loss in investment securities
-

16,903

Amount recovered
(921)

(30,856)

Balance as at end of financial period/year
26,895

87,893

12.
Amount Due from Holding Company

During the financial quarter ended 31 March 2003, there were no net advances made by the Company to its holding company, Rashid Hussain Berhad ('RHB'). The advances are unsecured and carry an interest rate of 1.0% p.a. above the average Company's cost of funds (COF).

13.
Deposits from Customers and Placements of Banks and Financial Institutions


As at

As at


31.3.2003

30.6.2002


RM’000

RM’000

Deposits from customers




-
Fixed deposits, promissory notes and negotiable 

instruments of deposit




One year or less (short-term)
30,809,313

24,841,309

More than one year (medium/long-term)
1,033,014

682,268

-
Others
13,772,130

11,755,027


45,614,457

37,278,604

Deposits and placements of banks and financial


institutions




One year or less (short-term)
5,219,578

4,342,595

More than one year (medium/long-term)
151,157

399,081


5,370,735

4,741,676

14.
Borrowings



As at

31.3.2003

As at

30.6.2002



RM’000

RM’000

Secured:





Revolving credits

20,000

220,000

Term loan

180,000

180,000







Unsecured:





Revolving credits

283,750

273,000

Short term loan

222,368

172,528

Redeemable serial fixed rate bonds 2002/2007

500,000

-

6.0% redeemable bonds 2001/2004 *

150,000

150,000

Overdrafts

64,801

9,890



1,420,919

1,005,418

Maturity period of borrowings:











Repayable within one year

920,919

1,005,418

One year to three years 

125,000

-

Three years to five years

375,000

-



1,420,919

1,005,418

*
An amount of RM150 million has been set aside by the Company and placed with financial institutions for the full redemption of the 6.0% redeemable bonds on the next anniversary date which falls on 31 May 2003.

15.
Subordinated Obligations




As at

31.3.2003

As at

30.6.2002




RM’000

RM’000








6.85% Tier II subordinated debt 2002/2012


800,000

-








8.2% Tier II subordinated debt 2002/2012


165,000

-








USD150 million 6.625% Tier II subordinated bonds


2002/2013


567,662

-




1,532,662

-

The subordinated obligations constitute unsecured liabilities of the commercial bank and merchant bank subsidiaries and are subordinated to the senior indebtedness in accordance with their  respective terms and conditions of issue and qualify as Tier II capital for the purpose of determining the capital adequacy ratios of the respective banking subsidiaries.

16.
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. Apart from the allowance for commitments and contingencies already made in the income statement, no material losses are anticipated as a result of these transactions.

As at 31 March 2003, the Company has extended unsecured guarantees totaling RM132,000,000 (30 June 2002: RM151,334,000) for the borrowings of its securities subsidiary companies. As at balance sheet date, borrowings totaling RM1,000,000 (30 June 2002: RM1,630,000) were utilised by subsidiaries of the Company.
Risk Weighted Exposures of the Group


As at 31.3.2003

As at 30.6.2002


Principal

Amount

Credit

Equivalent

Amount*

Principal

Amount

Credit

Equivalent

Amount*


RM’ million

RM’ million

RM’ million

RM’ million










Direct credit substitutes
2,171

2,171

3,095

3,080

Certain transaction related contingent









items
1,216

608

1,270

635

Short-term self-liquidating trade-related









contingencies
1,423

285

1,039

292

Housing loans sold directly and indirectly

to Cagamas Berhad with recourse
58

58

-

-

Obligations under underwriting agreements
411

206

416

208

Irrevocable commitments to extend credit








-
maturity exceeding one year
3,265

1,633

2,594

1,297

-
maturity not exceeding one year
18,714

-

18,101

-

Foreign exchange-related contracts








-
less than one year
4,647

62

4,740

78

Interest rate-related contracts








-
less than one year
500

11

525

-

-
one year to less than five years
1,231

48

763

15

-
more than five years
114

7

-

-

Others
626

-

697

-


34,376

5,089

33,240

5,605

*
The credit equivalent amount is arrived at using the credit conversion factors as per Bank Negara Malaysia's ('BNM') circulars.

17.
Off-Balance Sheet Financial Instruments


Value of Contracts Classified by Remaining Period to Maturity/Next Re-pricing Date (whichever is earlier) as at 31 March 2003


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
2,869
1,421
812
472
164
-
-
-

-  swaps
1,718
1,046
362
291
19
-
-
-

-  options
8
2
2
4
-
-
-
-

-  spots
52
52
-
-
-
-
-
-











Interest rate related

  contracts









-  futures
510
-
67
134
106
203
-
452

-  swaps
1,335
-
224
124
55
932
-
-











Total
6,492
2,521
1,467
1,025
344
1,135
-
452


Foreign exchange and interest rate 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 amounts subject to market risk.  Exposure to market risk may be reduced through offsetting on and off-balance sheet positions.  As at 31 March 2003, the amount of contracts which were not hedged and hence, exposed to market risk was RM599,967,236 (30 June 2002: RM411,192,000).


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 31 March 2003, the amounts of credit risk, measured in term of the cost to replace the profitable contracts, was RM60,633,518 (30 June 2002: RM25,292,000). This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.


RHB Bank Berhad 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.

17.
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 for the financial year.

(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, futures, forward and option contracts

The banking subsidiary companies act as intermediaries with counterparties who wish to swap their interest obligations. These subsidiary companies also use interest rate swaps, futures, 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 swaps, 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 financial year using the mark-to-market method, and are included in the income statement.

18.
Material Litigation

On 19 October 2001, the Company announced that a Writ of Summons had been filed at the High Court of Malaya in Kuala Lumpur against Carta Bintang Sdn Bhd ('CBSB'), the vendor of SJ Securities Sdn Bhd ('SJ Securities'), for the recovery of the deposit of RM32,800,000 paid by the Company pursuant to the sale of shares agreement dated 7 November 2000 between CBSB and the Company for the sale and purchase of shares in SJ Securities. On 8 November 2001, the Company further announced that the sealed Writ of Summons was served on the solicitors for CBSB on 7 November 2001.  

On 29 November 2001, the Company announced that the Defence and Counterclaim of CBSB was served on the Company's solicitors on 26 November 2001. The overall amount claimed by CBSB in the Counterclaim is RM258,688,153.42 together with interest thereon and costs. The Company filed its Reply to the Defence and a Defence to the Counterclaim on 19 December 2001.

The Deputy Registrar of the High Court of Malaya in Kuala Lumpur had on 22 November 2002  awarded a summary judgment against CBSB for the return of the deposit of RM32,800,000 to the Company and a summary judgment against the Company for the return of the share certificates and transfer forms in respect of the 60 million shares in SJ Securities to CBSB.

On 3 December 2002, an interim stay of execution of both the said summary judgments was granted by the Deputy Registrar pending the hearing of both the Company's and CBSB's applications for a stay of execution ('the stay applications') which were adjourned to 13 January 2003. The hearing of the stay applications have been further adjourned, and the Deputy Registrar has confirmed that the interim stay of execution is to continue until the final disposal of the stay applications.

18.
Material Litigation (continued)

The solicitors for the Company are of the opinion that the chances of successfully recovering the deposit paid to CBSB are good. In addition, the solicitors for the Company are also of the opinion that the prospects of successfully defending the counterclaim instituted by CBSB against the Company are good and that the said counterclaim is unlikely to succeed. 


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

19.
Capital Commitments


As at

31.3.2003

As at

30.6.2002


RM’000

RM’000

Capital expenditure for property, plant and equipment:




-
authorised and contracted for
50,541

91,533

-
authorised but not contracted for
89,734

132,614


140,275

224,147

20.
Changes in Composition of the Group 

The significant changes in the composition of the Group for the financial period ended 31 March 2003 are summarised below:

20.1
Transfer and Acquisition of RHB Leasing Sdn Bhd ('RHB Leasing')
RHB Delta Finance Berhad ('RHB Delta Finance'), a wholly-owned subsidiary of RHB Bank Berhad ('RHB Bank') which in turn is a 70% owned subsidiary of the Company, had on 20 March 2002 entered into a conditional sale of shares agreement with the Company and China Development Industrial Bank Inc. ('CDIB') ('RHB Leasing SPA') for:

a)
the transfer of 70% equity interest in RHB Leasing from the Company to RHB Delta Finance; and

b)
the acquisition of 30% equity interest in RHB Leasing by RHB Delta Finance from CDIB;

for an aggregate cash consideration based on 1.1 times the audited net tangible asset ('NTA') value of RHB Leasing as at the last day of the calendar month preceding the date of fulfillment of all conditions precedent ('RHB Leasing NTA Determination Date'). The Transfer and Acquisition of RHB Leasing were completed on 8 November 2002.

As all the conditions precedent for the RHB Leasing SPA were fulfilled on 22 October 2002, the RHB Leasing NTA Determination Date was 30 September 2002 and the audited NTA of RHB Leasing as at 30 September 2002 was RM137,675,278. Therefore, the total cash consideration for the Transfer and Acquisition of RHB Leasing was RM151,442,806 and the amount paid to the Company and CDIB was RM106,009,964 and RM45,432,842 respectively. With the completion of the Transfer and Acquisition of RHB Leasing, RHB Leasing ceased to be a direct subsidiary of the Company and is now the direct wholly-owned subsidiary of RHB Delta Finance.

20.
Changes in Composition of the Group (continued)

20.1
Transfer and Acquisition of RHB Leasing Sdn Bhd ('RHB Leasing') (continued)
The effect of the Acquisition of 30% equity interest from CDIB on the interim financial statements is as follows:



RM’000





Additional goodwill on consolidation (net of minority interest)

2,783

Cash outflow on acquisition

45,887

There is no significant effect to the Group results and net assets for the quarter/nine months ended 31 March 2003.

20.2
Transfer of RHB Capital Properties Sdn Bhd ('RHBCP') from the Company to RHB Bank
The Company and RHB Bank had on 20 March 2002 entered into a conditional sale of shares agreement for the transfer of 100% equity interest in RHBCP ('RHBCP SPA') based on the audited NTA value of RHBCP as at the last day of the calendar month preceding the date of fulfillment of all conditions precedent ('RHBCP NTA Determination Date').

As all the conditions precedent for the RHBCP SPA were fulfilled on 22 October 2002, the RHBCP NTA Determination Date was 30 September 2002 and the audited NTA of RHBCP as at 30 September 2002 was RM25,616,347. Therefore the total transfer consideration for the Transfer of RHBCP was RM25,616,347 which was satisfied by RHB Bank as follows:

a)
a total cash payment of RM10,949,250; and 

b)
the assumption of the inter-company debt owing by the Company to RHBCP as at 30 September 2002 of RM14,667,097.

The transfer of RHBCP was completed on 8 November 2002. With the completion of the transfer of RHBCP, RHBCP ceased to be direct subsidiary of the Company and is now the direct wholly-owned subsidiary of RHB Bank.

20.3
Acquisition of 37% Equity Interest in Straits Asset Holdings Sdn Bhd ('SAHSB') ('Acquisition of SAHSB')
The Company, RHB Marketing Services Sdn Bhd ('RHB Marketing Services'), a wholly-owned subsidiary of the Company, and G.K.Goh Holdings Limited ('G.K.Goh'), had on 20 March 2002 entered into a conditional sale of shares agreement for the acquisition of the remaining 37% equity interest in SAHSB not held by RHB Marketing Services comprising 16,667,000 ordinary shares of RM1.00 each by RHB Marketing Services from G.K.Goh ('SAHSB SPA') for a cash consideration based on 37% of 1.4 times the audited NTA value of SAHSB and its subsidiaries ('SAHSB Group') as at the last day of the calendar month preceding the date of fulfillment of all conditions precedent ('SAHSB NTA Determination Date').

The conditions precedent for the SAHSB SPA were fulfilled on 31 October 2002, and the SAHSB NTA Determination Date was 30 September 2002. Based on the audited NTA of SAHSB Group as at 30 September 2002 of RM96,259,157, the total cash consideration paid to G.K.Goh for the Acquisition of SAHSB was RM49,913,154. The Acquisition of SAHSB was completed on 15 November 2002. With the completion of the acquisition of the 37% stake from G.K.Goh, SAHSB is now the wholly-owned subsidiary of RHB Marketing Services.

20.
Changes in Composition of the Group (continued)

20.3
Acquisition of 37% Equity Interest in Straits Asset Holdings Sdn Bhd ('SAHSB') ('Acquisition of SAHSB') (continued)
The effect of the Acquisition of SAHSB on the interim financial statements is as follows:




RM’000






Additional goodwill on consolidation


14,593

Cash outflow on acquisition


50,063

There is no significant effect to the Group results and net assets for the quarter/nine months ended 31 March 2003.

20.4
Privatisation of RHB Sakura Merchant Bankers Berhad ('RHB Sakura')
The privatisation of RHB Sakura via a scheme of arrangement pursuant to Sections 176 and 178 of the Companies Act, 1965 whereby the Company acquired the remaining 165,888,605 ordinary shares of RM1.00 each not held by the Company representing 49% equity interest in RHB Sakura for a cash consideration of RM4.00 per RHB Sakura share ('SOA') was completed on 21 November 2002 when the order of the High Court of Malaya ('Order') was lodged with the Companies Commission of Malaysia ('CCM'). With the lodgement of the Order with CCM the SOA became effective and RHB Sakura became a wholly-owned subsidiary of the Company.

Cheques for the RM4.00 cash consideration payable by the Company for each RHB Sakura share cancelled pursuant to the SOA were despatched on 28 November 2002 to the RHB Sakura shareholders (other than the Company) and RHB Sakura was de-listed from the Main Board of KLSE effective from 27 November 2002.

The effect of the SOA on the interim financial statements is as follows:



RM’000

(Decrease)/increase in the Group's net profit 

 
(after tax and minority interest) for



-
3 months ended 31 March 2003

(1,617)

-
9 months ended 31 March 2003

2,843

Goodwill on consolidation 

292,051

Cash outflow on acquisition

663,554

20.5
Transfer of Securities and Securities Related Business Entities from the Company to RHB Sakura
The Company and RHB Sakura, had on 22 November 2002 entered into an unconditional sale and purchase agreement ('SSRB SPA') for the transfer of the Company's entire equity interest in RHB Securities Sdn Bhd (formerly known as Rashid Hussain Securities Sdn Bhd) ('RHB Securities'), RHB Marketing Services (the holding company of SAHSB), RHB Research Institute Sdn Bhd, RHB Asset Management Sdn Bhd (formerly known as Rashid Hussain Asset Management Sdn Bhd), RHB Futures Sdn Bhd, RHB Unit Trust Management Berhad and RHB Management Services (Jersey) Limited to RHB Sakura for a total consideration of RM538,455,069 to be satisfied in the following manner:

a)
RM165,000,000 by the issuance of RM165,000,000 nominal value RHB Sakura Tier II subordinated debt ('RHB Sakura Sub-Debt'); and

b)
the balance RM373,455,069, in cash.

20.
Changes in Composition of the Group (continued)

20.5
Transfer of Securities and Securities Related Business Entities from the Company to RHB Sakura (continued)
The Transfer of Securities and Securities Related Business Entities from the Company to RHB Sakura was completed on 9 December 2002 and the total purchase consideration of RM538,455,069 was satisfied by RHB Sakura issuing RM165,000,000 RHB Sakura Sub-Debt  and the balance of RM373,455,069, in cash to the Company. The RHB Sakura Sub-Debt, which was placed out by the Company, has a tenure of 10 years of which the first 5 years are non-callable, and carries a coupon rate of 8.2% per annum for the first 5 years and thereafter at 10.7% per annum until maturity.

Following the completion of the Transfer of Securities and Securities Related Business Entities

a)
RHB Securities, RHB Marketing Services, RHB Research Institute Sdn Bhd, RHB Asset Management Sdn Bhd, RHB Futures Sdn Bhd and RHB Management Services (Jersey) Limited ceased to be direct wholly-owned subsidiaries of the Company and are now the direct wholly-owned subsidiaries of RHB Sakura, which in turn is a wholly-owned subsidiary of the Company; and

b)
RHB Unit Trust Management Berhad which was formerly a 51% owned subsidiary of RHB Sakura with the remaining 49% held by the Company, is now a wholly-owned subsidiary of RHB Sakura, which in turn is a wholly-owned subsidiary of the Company.

20.6
Acquisition of Bank Utama (Malaysia) Berhad ('Bank Utama') by RHB Bank ('Acquisition of Bank Utama')

The sale and purchase agreement dated 20 March 2002 between Rashid Hussain Berhad ('RHB'), RHB Bank, Cahya Mata Sarawak Berhad and Utama Banking Group Berhad ('UBG') for the Acquisition of Bank Utama was successfully completed on 24 December 2002, whereby the final purchase price of RM1,804,254,000 based on 2 times the adjusted NTA value of the Bank Utama as at 30 November 2002 was fully paid by RHB on behalf of RHB Bank, to UBG as follows:

a)
cash payment of RM937,136,000;

b)
issuance of RM463,646,102 nominal value RHB ICULS-A; and

c)
issuance of RM403,471,898 nominal value RHB ICULS-B.

RHB Bank in turn repaid RHB via the issuance of RM800.0 million nominal value 10-year non callable 5-year redeemable unsecured RHB Bank Tier II subordinated debt and a cash payment of RM1,004,254,000 of which RM570.0 million was funded by the issuance of USD150.0 million value 10-year non callable 5-year redeemable unsecured RHB Bank Tier II subordinated bonds.

With the completion of the Acquisition of Bank Utama on 24 December 2002, Bank Utama has become a wholly-owned subsidiary of RHB Bank.

The effect of the Acquisition of Bank Utama on the interim financial statements is as follows:


RM’000




Decrease in the Group's net profit (after tax and minority interest) for


-
3 months ended 31 March 2003
10,116

-
9 months ended 31 March 2003
10,116

Increase in the Group's net assets at date of acquisition
921,317

Goodwill on acquisition (net of minority interest)
618,883

20.
Changes in Composition of the Group (continued)

20.7
Merger of Bank Utama and RHB Bank

Bank Utama, U.B. Nominees (Tempatan) Sdn Bhd ('U.B. Nominees'), RHB Bank and RHB Capital Nominees (Tempatan) Sdn Bhd ('RHB Capital Nominees') had on 25 March 2003 signed a business merger agreement for the merger of the commercial banking business of Bank Utama with RHB Bank and the corresponding merger of the nominee services business of U.B. Nominees with RHB Capital Nominees.

On 8 April 2003, the High Court of Malaya at Kuala Lumpur granted the order for the vesting of the commercial banking business of Bank Utama to RHB Bank and the nominee services business of U.B. Nominees to RHB Capital Nominees, with effect from 1 May 2003.

Accordingly on 1 May 2003, the commercial banking business of Bank Utama and the nominee services business of U.B. Nominees were vested to and conducted by RHB Bank and RHB Capital Nominees, respectively.

The banking licence of Bank Utama was surrendered on 2 May 2003 and the name of Bank Utama was changed to 'Utama Gilang Berhad' on 7 May 2003. Following the conversion of Utama Gilang Berhad to a private company on 8 May 2003, it is now known as 'Utama Gilang Sdn Bhd'.

20.8
Acquisition of 49% of Banfora Pte Ltd ('Banfora') by RHB Bank
On 31 March 2003 RHB Bank signed a Share Sale Agreement with Sime Singapore Limited ('Sime Singapore') for the acquisition of the remaining 12,250,000 ordinary shares of SGD1.00 each representing 49% equity interest in Banfora not held by RHB Bank, for a total purchase consideration of SGD1.00. The acquisition of Banfora was completed on the same day with the payment of the purchase consideration in cash by RHB Bank to Sime Singapore. With the completion of the acquisition of the 49% stake by RHB Bank from Sime Singapore, Banfora is now a wholly-owned subsidiary of RHB Bank and an indirect wholly-owned subsidiary of the Company.

The effect of the Acquisition of 49% of Banfora on the interim financial statements is as follows:


RM’000




Decrease in the Group's net profit (after tax and minority interest) 


and net assets


-
Impaired goodwill on acquisition written off
6,850

20.9
Merger of stockbroking business of Straits Securities Sdn Bhd (now known as SSSB Services (Melaka) Sdn Bhd) ('SSSB') with RHB Securities Sdn Bhd

SSSB, an indirect wholly-owned subsidiary of the Company has, at the close of business on 24 January 2003, completed the transfer of its stockbroking business (including its assets and liabilities) to RHB Securities, another indirect wholly-owned subsidiary of the Company ('Business Transfer').

Following completion of the Business Transfer, the current business premises of SSSB in Melaka is converted into the Melaka branch of RHB Securities and SSSB ceased to be a licensed dealer under Section 12(1) of the Securities Industry Act 1983.

20.
Changes in Composition of the Group (continued)

20.10
Cessation of business operations of Straits Futures Sdn Bhd (now known as SFSB Services  (Melaka) Sdn Bhd) ('SFSB') 

SFSB, an indirect wholly-owned subsidiary of the Company had voluntarily ceased its business operations with effect from the close of business on 24 January 2003. SFSB surrendered its Futures Broker's License to the Securities Commission on 27 January 2003 and voluntarily suspended its membership with the Malaysian Derivatives Exchange Berhad. 

20.11
Dissolution of RHB-Cathay Research Pte Ltd
On 28 January 2003, RHB-Cathay Research Pte Ltd, a non-major associated company of the Company in Singapore was dissolved. The Company via its wholly-owned subsidiary, RHB Asia Pte Ltd holds 49% equity interest in RHB-Cathay Securities Pte Ltd which in turn held 100% equity interest in RHB-Cathay Research Pte Ltd.

20.12
Proposed Disposal of Straits-G.K.Goh Research Sdn Bhd ('SGKGR') to G.K.Goh
On 25 April 2003, SAHSB and G.K. Goh entered into a sale of shares agreement for the proposed disposal by SAHSB of its entire equity interest representing 100% of the issued and paid-up share capital in SGKGR comprising 500,000 ordinary shares of RM1.00 each for a cash consideration of RM377,128 which is equal to 1.4 times the audited NTA of SGKGR as at 30 September 2002 of RM269,377 ('SGKGR SPA').

The consideration was agreed upon on a willing buyer and willing seller basis after taking into account that the same consideration was attributed to SGKGR when the company was acquired by RHB Sakura from RHB Capital pursuant to the Transfer of Securities and Securities Related Business Entities which was completed on 9 December 2002.

The proposed disposal of SGKGR is expected to result in a gain of approximately RM100,000 to the RHB Capital Group. It is also expected to result in cost savings as it improves the operational efficiency of the RHB Sakura Group and in turn, the RHB Capital Group, by removing duplication of resources. Once completed, the proposed disposal of SGKGR will result in SGKGR ceasing to be an indirect wholly-owned subsidiary of RHB Capital.

20.13
Proposed Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing via a Scheme of Arrangement pursuant to Sections 176 and 178 of the Companies Act, 1965 

On 5 May 2003, the Company announced that its indirect subsidiary, RHB Leasing, will be entering into a scheme of arrangement with RHB Delta Finance, pursuant to Sections 176 and 178 of the Companies Act, 1965, to implement the proposed rationalisation of the respective companies' leasing and hire-purchase businesses which will involve the following:

(i)
RHB Delta Finance transferring all its leasing business to RHB Leasing; and

(ii)
RHB Leasing transferring all businesses other than its leasing business to RHB Delta Finance;

such that the leasing business will be conducted solely by RHB Leasing and the hire-purchase business will be conducted solely by RHB Delta Finance.

20.
Changes in Composition of the Group (continued)

20.13
Proposed Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing via a Scheme of Arrangement pursuant to Sections 176 and 178 of the Companies Act, 1965 (continued)

The Proposed Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing has been approved by the Minister of Finance and Bank Negara Malaysia ('BNM') via BNM's letter dated 29 April 2003.

RHB Leasing will be making an application to the High Court of Malaya for a court convened meeting to approve the scheme of arrangement for the Proposed Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing.

The Proposed Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing is not expected to have any material effect on the consolidated earnings of the Company for the current financial year ending 30 June 2003.

21.
a)
Status of Corporate Proposals

There were no material corporate proposals that have been announced but not completed as at the date of this announcement.

b)
Variation and Status of Utilisation of Proceeds

Following the completion of the Transfer of RHB Leasing, the Transfer of RHBCP and the Transfer of Securities and Securities Related Business Entities, the actual proceeds raised therefrom were utilised as follows:




RM’000

Proceeds






Transfer of RHB Leasing


106,010

Transfer of RHBCP


10,949

Cash proceeds from the Transfer of Securities and 


Securities Related Business Entities 


373,455

Proceeds from the placement of RHB Sakura Tier II 
Sub - Debt


165,000




655,414

Utilisation






*Acquisition of SAHSB by RHB Marketing Services


(49,913)

Part payment for privatisation of RHB Sakura (RHB Sakura SOA)


(330,000)

Repayment of RHB Capital's short term borrowings


(200,000)

Proposed payment of special interim dividend (note 29)


(72,209)

Working capital


(3,292)






Balance


-

*
This is variation to the proposed utilisation of proceeds as disclosed in the circular to shareholders of RHB Capital dated 25 September 2002, as the purchase consideration was initially proposed to be funded by RHB Capital from internally generated funds.

22.
Issuance and Repayment of Debt and Equity Securities

(i)
The Company completed the issuance of RM500 million in aggregate nominal value of redeemable unsecured serial fixed rate bonds ('RHB Capital Bonds') on 1 November 2002. The proceeds from the issuance of the RHB Capital Bonds were/will be utilised as follows:

-
RM331.8 million for the RHB Sakura SOA as disclosed in Note 20.4 above;

-
RM150.0 million to redeem the Company's 6% redeemable bonds 2001/2004; and

-
RM18.2 million for working capital purposes.

(ii)
On 9 December 2002, RHB Sakura issued RM165 million nominal value of RHB Sakura Tier II Sub-Debt, the details of which are set out in Notes 15 and 20.5 above.

(iii)
RHB Bank issued RM800 million nominal value Tier II subordinated debt on 24 December 2002 and USD150.0 million value Tier II subordinated bonds on 27 December 2002, the details of which are set out in Notes 15 and 20.6 above.

Other than as disclosed 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 period ended 31 March 2003.

23.
Changes in Profit for the Quarter

Group profit before taxation for the three months ended 31 March 2003 of RM117.9 million is lower than the profit of RM132.9 million recorded in the preceding quarter ended 31 December 2002 mainly attributed to higher overheads incurred in the current quarter under review.

24.
Review of Group Results

The Group recorded a profit before taxation of RM380.9 million for the nine months ended 31 March 2003, compared to the profit before taxation of RM325.5 million reported in the corresponding period last year. The increase in profit as compared to the preceding corresponding period was mainly attributable to:

-
lower loan loss provisions;

-
higher non-interest income attributed to higher gain on disposal of investment and dealing securities and higher fee income;

-
higher income from Skim Perbankan Islam with the growth in Islamic banking activities and contribution from the Islamic business of Bank Utama which is consolidated with effect from the quarter under review;

offset by:

-
lower net interest income due to lower net interest margin; and

-
higher overheads incurred mainly attributed to higher staff related expenses and other operational costs.
25.
Material Events Subsequent to the Financial Period

On 4 April 2003, the Company issued RM200 million nominal value of 6 year 7.5% bonds ('RM200 million Bonds'). The proceeds from the issuance of the RM200 million Bonds were utilised as follows:

-
RM190 million to partially repay the Company's existing short term borrowings; and

-
RM10 million for working capital purpose.

Other than as disclosed above, there are no material events subsequent to the financial period ended 31 March 2003 that have not been reflected in the financial statements.

26.
Seasonal or Cyclical Factors

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

27.
Prospects for the Financial Year Ending 30 June 2003

The primary focus for the Group will be towards maximising recoveries and growing its Consumer Banking business. Credit quality will also be improved and underwriting standards enhanced through a realignment of credit processes.  The prospect for the investment banking business is expected to remain challenging and will largely depend on equity market conditions.

28.
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 period ended 31 March 2003.

29.
Dividend

(i)
The final dividend of 2% less 28% income tax amounting to approximately RM26.3 million in respect of the financial year ended 30 June 2002 was paid on 26 February 2003.

(ii)
The Company had on 22 April 2003 declared and announced a special interim dividend of 5.5% (2002: Nil) less 28% income tax amounting to approximately RM72.2 million in respect of the financial year ending 30 June 2003 which will be paid out of the proceeds of the recently completed Group Restructuring Scheme, as set out in the circular to shareholders dated 25 September 2002. The dividend will be payable on 25 June 2003 to the shareholders registered in the Company's Record of Depositors on 30 May 2003.

A shareholder shall qualify for entitlement to the dividend in respect of:

a)
shares deposited into the shareholder's securities account before 12.30 p.m. on 28 May 2003 in respect of shares which are exempted from mandatory deposit;

b)
shares transferred into the shareholder's securities account before 4.00 p.m. on 30 May 2003 in respect of transfers; and

c)
shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

(iii)
The directors do not propose the payment of an interim dividend for the third quarter ended 31 March 2003.

29.
Dividend (continued)

(iv)
The dividend declared to date for the current financial year ending 30 June 2003 is a special interim dividend of 5.5% less 28% income tax declared out of the proceeds of the recently completed Group Restructuring Scheme, as set out in the circular to shareholders dated 25 September 2002.

BY ORDER OF THE BOARD
NORAZZAH BINTI SULAIMAN

ONG SUAN SIM
(Licence No. LS006058) 
(MAICSA No. 0748809)



Secretaries


30 May 2003
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